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City of Wharton

120 E. Caney Street © Wharton, TX 77488
Phone (979) 532-2491° Fax (979) 532-0181

May 9, 2022

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

INTRODUCTION

The Annual Comprehensive Financial Report of the City of Wharton, Texas, hereafter referred to as the
“City”, for the fiscal year ended September 30, 2021 is hereby submitted. It is published to provide to the
City Council, to representatives of financial institutions, and to our citizens and other interested persons,
detailed information concerning the financial condition of the City government. Responsibility for both the
accuracy of the presented data and the completeness and fairness of the presentation, including all
disclosures, rests with the City. To the best of our knowledge, the enclosed data is accurate in all material
respects and is reported in a manner designed to fairly present the financial position and results of
operations of the City. All disclosures necessary to enable the reader to gain the maximum understanding
of the City's financial activity have been included.

Generally accepted accounting principles (GAAP) requires that management provide a narrative
introduction, overview, and analysis to accompany the basic financial statements in the form of
management’s discussion and analysis (MD&A). This letter of transmittal is designed to compliment and
should be read in conjunction with the MD&A. The City’s MD&A can be found immediately following the
independent auditor’s report.

CITY PROFILE

As an independent political subdivision of the State of Texas, governed by an elected Mayor and Council,
the City is considered a primary government operating under a home-rule Council-Manager form of
government.

The Council appoints many residents, who have volunteered their expertise, experience, and time to serve
on various boards and commissions. These boards and commissions make recommendations relative to
special projects.

The City provides a full range of municipal services. These services include police and fire protection;
construction and maintenance of streets and drainage systems; and cultural and recreation activities. In
addition to general government activities, the City exercises authority over a water and wastewater system,
sanitation services, emergency medical services, the civic center, and a municipal airport. These activities
of the City are all included in this report as part of the primary government.

The Wharton Economic Development Corporation (WEDC) is also reported herein as a discretely presented
component unit of the City based upon standards established by the GASB (see Note 1 to the financial
statements). WEDC was created by the City under the Texas Development Corporation Act of 1979 for
the purpose of promoting, assisting, and enhancing economic and related development activities on behalf
of the City.



The Honorable Mayor,
Members of the City Council, and
Citizens of the City of Wharton, Texas

ECONOMIC CONDITION AND OUTLOOK

The City is located fifty-five miles southwest of Houston on the edge of the Houston Statistical Metropolitan
Service Area (SMSA) with a population of 8,627. This proximity to Houston appeals to both domestic and
foreign industry. The City is located on U.S. Highway 59 that ties the United States to Mexico and is
currently being converted to an Interstate 69 highway that will link Mexico to Canada.

The industrial base within the City is anchored by Nan Ya Plastics and JM Manufacturing. These plants,
which employ approximately 379 people, are the largest property taxpayers in the City, with combined
assessed valuations of approximately $69 million. Also, as part of the industrial base, the City has created
two industrial districts that within their boundary is a 1,597 mega-watt natural gas electric generating plant.
The districts currently have a value estimated at $533,638,467. The industrial district is a major revenue
source for the City’s General Fund.

The City also has a developing retail area located at the intersection of U.S. Highway 59 and Farm to Market
102. The area has a Buc-ee’s, Wal-Mart, restaurants and retail shopping outlet.

The City is also credited with a large agricultural base providing rice, corn, cotton, and other agricultural
products. Wharton County has long been known as the top rice-producing county in the United States.

These four industries provide the City with a solid diverse economic base to support government activities
and local citizens. The City, along with WEDC, is actively engaged in the promotion of economic
development.

MAJOR INITIATIVES

During the 2021 fiscal year, the City’s most important initiative continues to be to provide flood reduction
improvements in the City. The United States Army Corp of Engineers (USACE) has secured funding for
the construction phase of the flood reduction project which is approximately $74 million. Construction plans
for Phase | of the project have been developed by Halff & Associates Engineers engaged by USACE. The
City will be responsible for all maintenance and costs associated with the levee for all future years and must
plan accordingly in order to comply with USACE standards which will be in force. Currently the City has
acquired ninety (90) percent of the area and has relocated homeowners for this project. Phase Il of this
project is currently in the preliminary design stage.

As part of the City’s flood reduction initiative, the City has received approval of its application to participate
in the National Flood Insurance Program’s (NFIP) Community Rating System (CRS). The CRS not only
provides insurance premium rate reductions for communities that enact regulatory floodplain standards that
are higher than the minimum NFIP requirements, but through these higher standards CRS helps protect
property and people from potential flooding within the City.

Another major initiative within the City is the FM 1301 Extension and Overpass Project. The City has
completed the final design of the overpass project. TXDOT and the City are working together on this project
through an advance funding agreement. The City engaged IDCUS, Inc., an engineering firm to develop
plans and specifications for this project. The City has obtained funding for this important project and is
currently acquiring property for this project.

il



The Honorable Mayor,
Members of the City Council, and
Citizens of the City of Wharton, Texas

The following initiative is still in progress with the remainder of the 2011 issuance of bonds:

e Farm to Market 1301 Relocation and Railroad Overpass Project,

The following initiates are still in progress with the remainder of the 2019 bond issuance:

Water line improvements
Wastewater plant improvements
Civic Center improvements

City Hall improvements

The utility cost reduction measures are still in progress with the 2015 issuance of the Qualified Energy
Conservation Bonds.

The City has obtained funding through the United States Department of Agriculture (USDA) to proceed on
the construction of a new water well plant. The final design of the water well plant has been completed. The
City has also completed and implemented a fifty (50) year sustainable drinking water supply plan.

Housing continues to also be an initiative that the City is concentrating on through the use of grant funding,
State of Texas agencies and private and non-profit organizations. It is imperative to have adequate housing
for the City in order to promote growth, quality of life and sustainability.

The City has made a significant investment in the employees and continues to motivate them to provide
excellent customer service to the level that our citizens deserve.

All of the initiatives above, along with the efforts of the WEDC, will help to develop existing businesses and
attract new businesses to the City and play a key role in the City’s future development.

FINANCIAL INFORMATION, MANAGEMENT, AND CONTROL

The financial statements have been prepared in accordance with GAAP as prescribed by the GASB.

The management of the City is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the government are protected from loss, theft, or misuse. In addition,
the system is designed to ensure that adequate accounting data is compiled to allow for the preparation of
financial statements in conformity with generally accepted government accounting principles. The internal
control structure is designed to provide reasonable, but not absolute, assurance that these objectives are
met. The concept of reasonable assurance recognizes that the cost of a control should not exceed the
benefits likely to be derived and that the valuation of costs and benefits requires estimates and judgements
by management.

The City maintains effective budgeting controls. The objective of these controls is to ensure compliance
with legal provisions embodied in the annual budget, City Charter, and State law.

The City maintains a General Fund, Special Revenue Funds, Debt Service Fund, Capital Project Funds,
and Enterprise Funds. The General Fund and the Debt Service Fund are included in the annual
appropriated budget and are reported in the attached audit document. City Council approves the budget
appropriations and any amendments at the department level within the budgeted funds. The department
heads have discretion over line items within the departmental budget.

iii



The Honorable Mayor,
Members of the City Council, and
Citizens of the City of Wharton, Texas

Budgetary control 1s exercised generally by the Director of Finance and specifically at the department level
by the department heads

INDEPENDENT AUDIT

This report is prepared in compliance with the legal requirement set forth by Section 31 of the Charter of
the City of Wharton, Texas, as amended In addition to fulfiling this legal requirement, this report serves
to fully disclose financial data on an annual basis to management, the elected City Council and Mayor, the
public, investors, and other interested persons The firm of Harrison, Waldrop & Uherek, L L P, Certified
Public Accountants, was engaged by the City to satisfy this requirement

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING

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 for its annual comprehensive
financial report for the fiscal year ended September 30, 2020 The Certificate of Achievement is the highest
form of recognition for excellence in state and local government financial reporting

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable
and efficiently organized annual comprehensive financial report  This report must satisfy both GAAP and
applicable legal requirements

A Certificate of Achievement is valid for a period of one year only We believe our current annual

comprehensive financial report continues to meet the Certificate of Achievement Program’s requirements,
and we are submitting the report to GFOA to determine its eligibility for an additional certificate

ACKNOWLEDGEMENT

The preparation of this report could not have been accomplished without the efficient and dedicated
services of the entire staff of the Finance Department of the City VWe would also like to express our
appreciation to the Mayor and the City Council Members for their interest and support in planning and
conducting the operations of the government in a responsible and progressive manner.

Respgct&ully
/
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VICTORIA, TEXAS 77901-8142

INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and Members
of the City Council
City of Wharton, Texas

Report on the Financial Statements

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

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the 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. The financial statements of the Wharton Economic
Development Corporation were not audited in accordance with Government Auditing Standards. 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 organization’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.

MEMBERS OF
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
TEXAS SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS



The Honorable Mayor and Members
of the City Council
City of Wharton, Texas

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component unit, each major fund, and the aggregate remaining fund information of
the City as of September 30,2021, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, schedule of changes in net pension liability
and related ratios, schedule of changes in total OPEB liability and related ratios, and the schedules of
employer contributions as listed in the table of contents, 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 performed 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 statistical section, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, and is also not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements 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.



The Honorable Mayor and Members
of the City Council
City of Wharton, Texas

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
May 9, 2022, 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 the 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.

Husns, by ¥ Uhoie LiF

HARRISON, WALDROP & UHEREK, L.L.P.
Certified Public Accountants

May 9, 2022



CITY OF WHARTON, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS
September 30, 2021

The discussion and analysis of the City of Wharton’s (the “City”) financial performance provides an overview of
the City’s financial activities for the year ended September 30, 2021. The intent of this discussion and analysis is
to look at the City’s financial performance as a whole; readers should also review the transmittal letter and the
basic financial statements to enhance their understanding of the City’s financial performance.

FINANCIAL HIGHLIGHTS

* The assets and deferred outflows of the City exceeded its liabilities and deferred inflows at the close
of the fiscal year ended September 30, 2021, by $29,399,251. Of this amount, $4,088,599 of
unrestricted net position is available to meet the City’s ongoing obligations to citizens and creditors.
The total cost of all City activities was $16,917,257 for the fiscal year. The net expense was $2,535,717.
During the year, the City’s general revenues exceeded net expenses of the governmental activities by
$3,303,378. This represents a 32% increase in net position from the previous fiscal year as a result
of operations.

* At September 30, 2021, the City’'s governmental funds reported combined ending fund balances of
$19,836,646, a net increase of $15,275,202 in comparison with prior year. The overall net increase in
fund balance was mainly due to the $14,658,748 increase in the FM 1301 Project Fund as a result of
the issuance of the Series 2021 Certificates of Obligation in fiscal year 2021, as well as the $945,831
increase in the 2020 Tax Notes Fund as a result of the issuance of the Series 2021 Tax Notes.

e At September 30, 2021, unassigned fund balance for the General Fund was $2,584,355 or 35% of
total General Fund expenditures.

e The City’s outstanding debt for governmental and business-type activities had a net increase of
$16,939,745 or 81% from the prior year, due mainly to the issuance of debt previously mentioned.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The
basic financial statements are comprised of the following components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to financial statements. The report also contains other supplementary
information in addition to the basic financial statements.

Organization and Flow of Financial Section Information

Independent Auditors’ Report
Provides the opinion of the Independent Auditors on the fair
presentation of the basic financial statements.

Management's Discussion and Analysis
This supplementary information is required for state and local government
financial statements and is intended to provide a narrative introduction
and analysis.
Pages 4 to 16

Government-wide Financial Fund Financial Statements
Statements
Provides information on Provides information on the financial
governmental and business-type position of specific funds of the
activities of the primary government. primary governments.
Pages 17 to 20 Pages 21 to 34

Notes to Financial Statements
Provides a summary of significant accounting policies and related disclosures.

Pages 35 to 73
4




OVERVIEW OF THE FINANCIAL STATEMENTS - (Continued)

Government-wide Financial Statements

The government-wide financial statements, which consist of the following two statements, are designed to provide
readers with a broad overview of the City’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets and liabilities, with the difference
between the two reported as net position. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net position changed during fiscal year
2021. 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 and earned, but unused
vacation leave).

Both of these 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, public safety, public works, cultural and recreation, and interest
on long-term debt. The business-type activities of the City include water and wastewater services, solid waste
disposal, emergency medical services, civic center, and airport operations. The government-wide financial
statements can be found immediately following the Management’s Discussion and Analysis.

The government-wide financial statements include not only the City itself (known as the primary government) but
also the component unit, Wharton Economic Development Corporation (WEDC). The component unit is not
included as part of the primary government.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the
City can be divided into two categories: governmental funds and proprietary funds.

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

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-term financial decisions.

Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide reconciliation to facilitate this comparison between governmental funds and
governmental activities.



OVERVIEW OF THE FINANCIAL STATEMENTS - (Continued)

Fund Financial Statements - (Continued)

The City maintains numerous individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures, and
changes in fund balances for the General Fund, Debt Service Fund, 2019 Bond Construction Fund, 2019 Tax
Notes Fund, 2020 Tax Notes Fund, and the FM 1301 Project Fund, which are considered to be major funds. Data
from the other governmental funds are combined into a single, aggregated presentation. Individual fund data for
each of these nonmajor governmental funds is provided in the form of combining and individual statements and
schedules following the required supplementary information.

The City adopts an annual appropriated budget for its General and Debt Service Funds. Budgetary comparison
schedules have been provided for these funds to demonstrate compliance.

The basic governmental fund financial statements may be found immediately following the government-wide
financial statements.

The City maintains one type of proprietary fund known as enterprise funds which are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for the fiscal activities relating to water and wastewater services, solid waste disposal,
emergency medical services, civic center operations, and airport operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for the water and wastewater
services, solid waste disposal, emergency medical services, civic center operations, and airport operations which
are all considered to be major funds.

The basic proprietary fund financial statements follow the governmental fund financial statements.

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to financial statements can be found on pages 35
through 73 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, required supplementary information is
included which presents a budgetary comparison schedule for the City’s General Fund and historical pension and
OPEB benefits information. Required supplementary information can be found on pages 74 through 84 of this
report.

The combining and individual fund statements and schedules referred to earlier in connection with nonmajor
governmental funds are presented immediately following the required supplementary information. Combining and
individual fund statements and schedules can be found on pages 85 through 101 of this report.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. In the
case of the City, assets and deferred outflows exceeded liabilities and deferred inflows by $29,399,251 at the
close of the fiscal year ended September 30, 2021.

At the end of fiscal year 2021, the City is able to report positive balances in all three categories of net position for
the government as a whole.

City of Wharton, Texas

Net Position
Governmental Business-type
Activities Activities Total
2021 2020* 2021 2020 2021 2020*

Current assets $ 21,162,909 $ 6,385300 $ 4,771,862 $ 4,017,536 $ 25,934,771 $ 10,402,836
Capital assets (net) 22,920,109 17,391,345 21,626,697 20,708,265 44,546,806 38,099,610
Other noncurrent assets 500,528 430,000 (220,975) (430,000) 279,553 -
Total assets 44 583,546 24,206,645 26,177,584 24,295,801 70,761,130 48,502,446
Total deferred out-

flows of resources 331,581 325,557 65,807 74,243 397,388 399,800
Current and other liabilities 3,188,751 2,831,539 2,287,468 1,642,403 5,476,219 4,473,942
Noncurrent liabilities 27,707,447 10,965,176 7,744,224 7,896,197 35,451,671 18,861,373
Total liabilities 30,896,198 13,796,715 10,031,692 9,638,600 40,927,890 23,335,315
Total deferred in-

flows of resources 486,179 506,115 345,198 357,942 831,377 864,057
Net Position:

Net investment

in capital assets 10,035,006 8,425,981 14,674,540 14,956,280 24,709,546 23,382,261

Restricted 601,106 767,053 - - 601,106 767,053

Unrestricted 2,896,638 1,036,338 1,191,961 (482,778) 4,088,599 553,560
Total net position $ 13,532,750 $ 10,229,372 $ 15,866,501 $ 14,473,502 $ 29,399,251 $ 24,702,874

*2020 net position has been restated. See Note 16 of this report.

The largest portion of the City’s net position (84%) reflects its investment in capital assets (e.g., land, buildings,
streets, and equipment), less any related outstanding debt used to acquire those assets. The City uses these
capital assets to provide services to citizens; consequently, these assets are not available for future spending.
Although the City’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

The City has restricted net position of $601,106 for debt service and for special projects related to culture and
recreation, municipal court, and public safety. The remaining balance of $4,088,599 may be used to meet the
government’s ongoing obligations to citizens and creditors.



GOVERNMENT-WIDE FINANCIAL ANALYSIS - (Continued)

City of Wharton, Texas
Changes in Net Position

Governmental Business-type
Activities Activities Total
2021 2020* 2021 2020 2021 2020*
REVENUES
Program revenues:
Charges for services $ 430,341 $ 498,338 $ 7,713,327 $ 6,980,894 $ 8,143668 $ 7,479,232
Operating grants and
contributions 1,048,426 959,479 1,824,512 1,893,693 2,872,938 2,853,172
Capital grants and
contributions 3,248,651 384,221 116,283 - 3,364,934 384,221
General revenues:
Property taxes 2,233,757 2,211,395 - - 2,233,757 2,211,395
Sales taxes 1,756,635 1,520,302 - - 1,756,635 1,520,302
Franchise taxes 1,112,917 1,062,395 - - 1,112,917 1,062,395
Other taxes 244,434 193,718 - - 244,434 193,718
Unrestricted investment
earnings 80,049 128,767 6,066 15,165 86,115 143,932
Industrial district payment 1,702,079 2,138,336 - - 1,702,079 2,138,336
Miscellaneous 81,357 58,171 14,800 - 96,157 58,171
Total revenues 11,938,646 9,155,122 9,674,988 8,889,752 21,613,634 18,044,874
EXPENSES
General government 2,091,202 1,370,729 - - 2,091,202 1,370,729
Public safety 3,897,625 3,964,243 - - 3,897,625 3,964,243
Public works 2,575,512 2,506,718 - - 2,575,512 2,506,718
Cultural and recreation 174,013 169,331 - - 174,013 169,331
Interest on long-term debt 699,387 364,595 - - 699,387 364,595
Water and sewer - - 3,154,855 2,925,024 3,154,855 2,925,024
Solid waste - - 1,570,331 1,566,383 1,670,331 1,566,383
Emergency medical services - - 2,146,602 2,236,471 2,146,602 2,236,471
Civic center - - 279,505 269,692 279,505 269,692
Airport - - 328,225 336,682 328,225 336,682
Total expenses 9,437,739 8,375,616 7,479,518 7,334,252 16,917,257 15,709,868
Change in net position before
transfers 2,500,907 779,506 2,195,470 1,555,500 4,696,377 2,335,006
Transfers 802,471 942,268 (802,471) (942,268) - -
Change in net position 3,303,378 1,721,774 1,392,999 613,232 4,696,377 2,335,006
Net position - October 1 10,229,372 8,507,598 14,473,502 13,860,270 24,702,874 22,367,868

Net position - September 30 $ 13,632,750 $ 10,229,372 $ 15,866,501 $ 14,473,502 $ 29,399,251 §$ 24,702,874

*2020 net position has been restated. See Note 16 of this report.



GOVERNMENT-WIDE FINANCIAL ANALYSIS - (Continued)

Governmental activities increased the City's net position by $3,303,378 which was mainly due to the increase in
capital grants and contributions from the United States Army Corps of Engineers (USACE) for the flood reduction
project. There was a net increase of $1,392,999 in net position reported in connection with the City’s business-
type activities. This increase is mainly due to the increase in charges for water and sewer services, as well as an
increase in capital grants and contributions from the prior year. Overall, there was a $4,696,377 increase in the
net position of the City.

Governmental Activities

Governmental activities increased the City’s net position by $3,303,378. Key elements of this net increase are as
follows:

e Capital grants and contributions increased by $2,864,430 or 746% from prior year, primarily due to
the receipt of funds from the USACE for the flood reduction project.

e Sales tax revenues increased by $236,333 or 16% from prior year due to increased activity post
COVID-19.
Industrial district payment decreased $436,257 or 20% from prior year.
General government expenses increased by $720,473 or 53% from prior year primarily due to
increased expense activity relating to housing grants.

e Interest on long-term debt increased by $334,7910r 92% from prior year due to the issuance of both
the Series 2021 Certificates of Obligation and the Series 2021 Tax Notes during fiscal year 2021.

e Net transfers in decreased $139,797 or 15% from prior year.

City of Wharton, Texas

Expenses and Program Revenues - Governmental Activities

% of % of Net (Expense)
Functions/Programs Expenses Total Revenues Total Revenue

General government $ 2,091,202 22.16% $ 1,226,040 2593% $ (865,162)
Public safety 3,897,625 41.30% 180,616 3.82% (3,717,009)
Public works 2,575,512 27.29% 3,320,662 70.25% 745,150
Cultural and recreation 174,013 1.84% 100 0.00% (173,913)
Interest on long-term debt 699,387 7.41% - 0.00% (699,387)
Total $ 9,437,739 100.00% $ 4,727,418 100.00% $ (4,710,321)



GOVERNMENT-WIDE FINANCIAL ANALYSIS - (Continued)

Governmental Activities - (Continued)

City of Wharton, Texas

Revenues by Source - Governmental Activities

% of
Description Revenues Total
Charges for services $ 430,341 3.38%
Operating grants and
contributions 1,048,426 8.23%
Capital grants and
contributions 3,248,651 25.50%
Property taxes 2,233,757 17.53%
Sales taxes 1,756,635 13.79%
Franchise taxes 1,112,917 8.73%
Other taxes 244,434 1.92%
Unrestricted investment earnings 80,049 0.63%
Industrial district payment 1,702,079 13.35%
Miscellaneous 81,357 0.64%
Transfers 802,471 6.30%
$12,741,117 100.00%

Business-type Activities

Business-type activities increased the City’s net position by $1,392,999. Key elements of this net increase are as
follows:

e Charges for services increased $732,433 or 10% from the prior year, primarily due to a 10% increase
in water and sewer rates.

e Capital grants and contributions increased $116,283 from the prior year, primarily due to additional
EMS grants.

e Water and sewer expenses increased $229,831 or 8% from the prior year, primarily due to an
increase in other services and charges relating to plan fees and sewer utility charges, as well as an
increase in repairs and maintenance.

e Emergency medical services expenses decreased $89,869 or 4% from the prior year, primarily due to
a decrease in personnel expense.

o Net transfers out decreased $139,797 or 15% from prior year.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS - (Continued)

Business-type Activities - (Continued)

City of Wharton, Texas

Expenses and Program Revenues - Business-type Activities

% of % of Net (Expense)
Functions/Programs Expenses Total Revenues Total Revenue

Water and sewer $ 3,154,855 42.17% $ 5,140,603 53.24% $ 1,985,748
Solid waste 1,570,331 21.00% 1,544,429 16.00% (25,902)
Emergency medical services 2,146,602 28.70% 2,644.914 27.40% 498,312
Civic center 279,505 3.74% 59,820 0.62% (219,685)
Airport __ 328,225 4.39% __ 264,356 2.74% (63,869)
Total $ 7,479,518 100.00% $ 9,654,122 100.00% $ 2,174,604

City of Wharton, Texas

Revenues by Source - Business-type Acitivities

% of

Description Revenues Total
Charges for services $ 7,713,327 86.94%
Operating grants and contributions 1,824,512 20.56%
Capital grants and contributions 116,283 1.31%
Unrestricted investment earnings 6,066 0.07%
Miscellaneous 14,800 0.17%
Transfers (802,471) -9.05%

$ 8,872,517 100.00%
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental Funds

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

As of the end of fiscal year 2021, the City’'s governmental funds reported combined ending fund balances of
$19,836,646, an increase of $15,275,202 in comparison with prior year. The General Fund ended the fiscal year
with an increase of $215,352, the Debt Service Fund decreased $150,546, the 2019 Bond Construction Fund
increased $3,256, the 2019 Tax Notes Fund increased $508,735, the 2020 Tax Notes Fund increased $945,831,
and the FM 1301 Project Fund increased $14,658,748.

The General Fund is the chief operating fund of the City. At the end of fiscal year 2021, unassigned fund balance
of the General Fund was $2,584,355, while total fund balance was $2,925,251. As a measure of the General
Fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total fund
expenditures. Unassigned fund balance represents 35% of the total General Fund expenditures, while total fund
balance represents 40% of that same amount.

The fund balance of the City’s General Fund increased $215,352 during the current fiscal year. The factors
related to the increase included a $349,790 increase in intergovernmental revenues related to Coronavirus and
FEMA grants, and a $236,333 increase in sales tax revenues. The 2019 Tax Notes Fund experienced a
decrease in fund balance during fiscal year 2021 due to the spending of debt proceeds for capital projects. The
2020 Tax Notes Fund and the FM 1301 Project Fund experienced increases in fund balance during fiscal year
2021 due to the issuance of the Series 2021 Tax Notes and the Series 2021 Certificates of Obligation.

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial
statements, but in more detail.

Unrestricted net position of proprietary funds at the end of the year amounted to:

Unrestricted
Fund Net Position
Water and sewer $ 707,141
Solid waste (85,009)
Emergency medical services 463,102
Civic center (61,767)
Airport 168,494

$ 1,191,961

This represents an increase of $1,674,739 from the prior year unrestricted net position balances. Other factors
concerning the finances of these funds have been addressed in the discussion of the City’s business-type
activities.
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GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the fiscal year 2021 General Fund original budget and fiscal year 2021 General Fund final
amended budget were an increase in revenues of $563,941, an increase in expenditures of $563,641, and a
decrease in other financing sources (uses) of $300. A few of the differences are briefly summarized as follows:

e Adecrease of $231,425 in tax revenue primarily due to a reduction in property taxes received.

e Anincrease in sales tax of $206,116 of additional tax received.

e A decrease in fine and forfeitures of $75,000 was attributed to a reduction in fines and criminal traffic
fees and related administrative fees.

e Anincrease in intergovernmental revenue of $664,150 for housing projects which were not known at
time of original budget.

e Anincrease in city secretary department of $32,290 for expenditures attributed to wage increases.

e Adecrease in legal department of $19,500 due to less legal expenditures incurred.

e Anincrease in central services department of $59,500 for COVID-19 related expenditures.

e A decrease of $140,963 in police department attributed to salary decrease due to available positions
not being replaced.

e Anincrease of $42,780 in streets and drainage department for additional street and equipment
maintenance.

e Anincrease in grant department expenditures of $587,187 due to non-budgeting. At the time of the
original budget calculation, there was uncertainty as to whether grants were going to be available.

For fiscal year 2021, the General Fund’'s actual revenues were $126,207 more than the final amended budget,
and actual expenditures were $101,917 less than the final amended budget. The most significant variance
between the General Fund’s actual revenues compared to the final amended budget was a positive variance in
tax revenue of $118,893, primarily attributed to additional sales and franchise tax revenues. The most significant
variance between the General Fund’s actual expenditures compared to the final amended budget was that public
safety expenditures were less than budget by $80,421. The primary factors driving this variance related to a
$31,023 difference in police department expenditures due to declines in personnel and operational expenditures,
as well as a $20,190 difference in fire department expenditures due to decline in personnel and operational
expenditures. Grants expenditures were over budget by $88,483 due to unexpected grants not budgeted. For all
other departments within general government, public safety, public works, and culture and recreation, actual
expenditures were less than final amended budget primarily due to declines in personnel and operational
expenditures.

Additional budget information can be found in the General Fund budget comparison schedule on page 74.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The City’s

investment in capital assets for
September 30, 2021, amounts to $44,546,806 (net of accumulated depreciation).

its governmental

and business-type activities as of
This investment in capital

assets includes land, machinery and equipment, buildings, infrastructure, and water and wastewater distribution
system. The total net increase in the City’s investment in capital assets for the current fiscal year was 17% (a
32% increase for governmental activities and a 4% increase for business-type activities).

City of Wharton, Texas

Capital Assets (Net of Depreciation)

Governmental Business-type
Activities Activities Total
2021 2020* 2021 2020 2021 2020*
Land $ 5379954 $ 1716654 $ 319,093 $ 319,093 $ 5,699,047 $ 2,035747
Construction in progress 5,313,263 3,467,803 1,624,815 960,781 6,938,078 4,428,584
Machinery and equipment 2,078,934 2,277,191 1,086,389 842,867 3,165,323 3,120,058
Land improvements - - 970,881 951,002 970,881 951,002
Bldgs. and improvements 2,567,078 2,620,847 4,848,576 4,509,243 7,415,654 7,130,090
Infrastructure 7,580,880 7,308,850 - - 7,580,880 7,308,850
Water and sewer system - - 12,776,943 13,125,279 12,776,943 13,125,279

Total

$22920,109 $ 17,391,345 $21,626,697 $20,708,265 $ 44,546,806 $ 38,099,610

*2020 balances have been restated. See Note 16 of this report.

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

e The additions to the governmental activities capital assets during the fiscal year ended
September 30, 2021, consisted of the following:

o

o]

(o]

)

@)

Land additions of $3,663,300 relating to property acquired for the flood reduction project.
Infrastructure additions include street improvement projects in the amount of $699,914.
Construction in progress of $5,313,263 primarily includes $4,655,334 for the flood reduction
project, as well as drainage and street improvements, projects paid for from the Qualified Energy
Conservation Bonds, and various other items.

Machinery and equipment additions include the following: police vehicles and equipment, radio
amplifiers for the fire department, maintenance equipment, and various other items.

Buildings improvement additions include improvements to various park buildings.

e The additions to the business-type activities capital assets during the fiscal year ended
September 30, 2021, consisted of the following:

@]

o
O

O
)

Projects in progress at September 30, 2021 include the following: Water and sewer projects of
$952,432 and projects paid for from the Qualified Energy Conservation Bonds of $672,383.
Completion of Airport hangar improvements of $172,295 and airport driveway repair of $43,100.
Various equipment additions include airport and civic center A/C systems, an EMS vehicle, as
well as miscellaneous EMS and water and sewer equipment.

Building improvements include $328,897 of renovations to the Civic Center building.

Utility system improvements of $186,524, including rework of a water well.

Additional information on the City’s capital assets can be found in Note 6 of this report.
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CAPITAL ASSET AND DEBT ADMINISTRATION - (Continued)

Long-term Debt

At the end of fiscal year 2021, the City had total bonded debt outstanding of $31,314,949 (net of unamortized
deferred amounts) of which 100% is backed by the full faith and credit of the government. In addition, the City
had outstanding $534,000 in revenue bonds, $5,460,000 in tax notes, $358,350 in OPEB liability, $279,553 in net
pension liability (asset), and $384,893 in compensated absences as of September 30, 2021.

City of Wharton, Texas

Long-term Debt

Governmental  Business-type

Activities Activities Total

General obligation bonds $ 4,848,215 $ 1,236,785 $ 6,085,000
Issuance premiums 621,731 348,999 970,730
Certificates of obligation 18,135,952 5,084,048 23,220,000
Revenue bonds - 534,000 534,000
Qualified energy cons. bonds 291,605 747,614 1,039,219
Tax notes 5,280,800 179,200 5,460,000
OPEB liability 218,594 139,756 358,350
Net pension liability (asset) (170,528) (109,025) (279,553)
Compensated absences 263,279 121,614 384,893

Total $ 29,489,648 $ 8,282,991 $ 37,772,639

The City’s total outstanding debt increased by $16,939,745 or 81% from the prior fiscal year. The key factors in
this net increase were:

Issuance of Series 2021 Certificates of Obligation in the amount of $15,000,000.
Issuance of Series 2021 Tax Notes in the amount of $5,105,000, with $1,000,000 draw remaining as
of September 30, 2021.
e [ssuance of Series 2021 Revenue Bonds in the amount of $4,872,000, with $4,338,000 unredeemed
as of September 30, 2021.
Payments made on the certificates and bonds during fiscal year 2021 totaled $1,535,585.
Payments made on the tax notes during fiscal year 2021 totaled $735,000.
Net pension liability decreased by $368,829, resulting in a net pension asset.

Additional information on the City’s debt can be found in Note 10 of this report.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

During the 2021 fiscal year, the City's most important initiative was to continue to provide drainage improvements,
reduce flooding in the City, and infrastructure improvements. The City is currently in the acquisition and relocation
phase of the FY2018 Supplemental Appropriations Act with the US Army Corp of Engineers, which was funded at
100% for a flooding solution from the Colorado River in the Wharton area. All of these projects remain a priority.
The City continues to work diligently toward applying for all applicable outstanding grant opportunities that would
benefit the City as well as its residents.

The following initiatives are still in progress:

Farm to Market 1301 Extension and Railroad Overpass Project.

Utility cost reduction measures with the 2015 issuance of the Qualified Energy Conservation Bonds.
Sustainable future drinking water supply funded through a USDA loan for a water well plant.

Grant funding through private and non-profit organizations related to housing for the citizens.
Drainage infrastructure improvements through grant funding.

Factors affecting the 2021-2022 General Fund budget were as follows:

¢ Net taxable assessed value before freeze for tax year 2021 increased by $46,286,951 or 8.5% to
approximately $586 million.

« The top ten principal taxpayers account for 21% of total assessed valuation as compared to 24% nine
years ago.

« The City's General Fund projected ending unassigned fund balance for fiscal year 2022 is to remain
stable.

Requests for Information

This financial report is designed to present users with a general overview of the City’s finances and to
demonstrate the City’s accountability. If you have questions concerning any of the information provided in this
report or need additional financial information, contact the Office of the Finance Director, 120 East Caney,
Wharton, Texas 77488.
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Basic Financial Statements




CITY OF WHARTON, TEXAS
STATEMENT OF NET POSITION
September 30, 2021

ASSETS
Current assets
Cash and cash equivalents
Receivables, net
Internal balances
Due from component unit
Due from other governments
Prepaid items
Land held for sale
Inventory
Total current assets
Noncurrent assets
Capital assets
Land and other assets not being
depreciated
Buildings, infrastructure, and
equipment, net
Net capital assets
Net pension asset
Noncurrent internal balances
Total noncurrent assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred amount on refunding
Deferred outflow related to OPEB

Deferred outflow related to pension
Total deferred outflows of resources

The accompanying notes are an integral part of this statement.

Component
Primary Government Unit
Wharton Economic
Governmental Business-type Development

Activities Activities Total Corporation
21,551,959 1,713,674 $23,265633 $ 1,067,892
495,236 890,931 1,386,167 162,274
(1,958,833) 1,958,833 - -
169,708 - 169,708 -
893,943 77,789 971,732 -
387 - 387 -
- - - 650,000
10,509 130,635 141,144 2,000
21,162,909 4,771,862 25,934,771 1,882,166
10,693,217 1,943,908 12,637,125 261,456
12,226,892 19,682,789 31,909,681 3,832
22,920,109 21,626,697 44,546,806 265,288
170,528 109,025 279,553 -
330,000 (330,000) - -
23,420,637 21,405,722 44,826,359 265,288
44,583,546 26,177,584 70,761,130 2,147,454
66,177 14,188 80,365 -
52,655 35,559 88,214 -
212,749 16,060 228,809 -
331,581 65,807 397,388 -

17



LIABILITIES
Current liabilities

Accounts payable
Accrued expenditures/expenses
Due to primary government
Due to other governments
Deposits
Accrued interest payable
Compensated absences

Current portion of long-term obligations

Total current liabilities

Noncurrent liabilities
Compensated absences
OPEB liability
Noncurrent portion of long-term
obligations

Total noncurrent liabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflow related to OPEB
Deferred inflow related to pension

Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Cultural and recreation
Municipal court
Public safety
Unrestricted net position

Total net position

Primary Government

Component
Unit

Wharton Economic

Governmental Business-type Development

Activities Activities Total Corporation
1,005669 $ 1272842 $ 2278511 $ 25,791
41,449 23,394 64,843 -
- - - 169,708
30,159 9,060 39,219 -
1,080 249,916 250,996 -
157,665 84,464 242,129 -
26,328 12,161 38,489 -
1,926,401 635,631 2,562,032 -
3,188,751 2,287,468 5,476,219 195,499
236,951 109,453 346,404 -
218,594 139,756 358,350 -
27,251,902 7,495,015 34,746,917 -
27,707,447 7,744,224 35,451,671 -
30,896,198 10,031,692 40,927,890 195,499
10,514 6,568 17,082 -
475,665 338,630 814,295 -
486,179 345,198 831,377 -
10,035,006 14,674,540 24,709,546 265,288
424,633 - 424,633 -
76,846 - 76,846 -
64,160 - 64,160 -
35,467 - 35,467 -
2,896,638 1,191,961 4,088,599 1,686,667
$ 13,632,750 $ 15,866,501 $29,399,251 § 1,951,955
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CITY OF WHARTON, TEXAS
STATEMENT OF ACTIVITIES
For the year ended September 30, 2021

Program Revenues

Operating Capital
Charges for Grants and Grants and
Function/Programs Expenses Services Contributions Contributions
Primary Government
Governmental activities
General government $ 2,091,202 $ 426,176  $ 799,864 $ -
Public safety 3,897,625 4,065 65,312 111,239
Public works 2,575,512 - 183,250 3,137,412
Cultural and recreation 174,013 100 - -
Interest on long-term debt 699,387 - - -
Total governmental activities 9,437,739 430,341 1,048,426 3,248,651
Business-type activities
Water and sewer . 3,154,855 5,099,320 - 41,283
Solid waste 1,670,331 1,544,429 - -
Emergency medical services 2,146,602 790,523 1,779,391 75,000
Civic center 279,505 59,820 - -
Airport 328,225 219,235 45,121 -
Total business-type activities 7,479,518 7,713,327 1,824,512 116,283
Total primary government $ 16,917,257 $ 8,143668 $ 2,872,938 $ 3,364,934
Component Unit
Wharton Economic Development Corporation ~ $ 842,223 $ 2,100 § 6,009 § -

General revenues:
Taxes:
Property taxes, levied for general purposes
Property taxes, levied for debt service
Sales taxes
Franchise taxes
Other taxes
Unrestricted investment earnings
Industrial district payment
Miscellaneous
Transfers

Total general revenues and transfers
Change in net position
Net position - beginning, as restated

Net position - ending

The accompanying notes are an integral part of this statement.
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Net (Expense) Revenue and
Changes in Net Position
Primary Government

Component
Unit

Business- Wharton Economic
Governmental type Development
Activities Activities Total Corporation
$ (865,162) $ - $ (865162) $ -
(3,717,009) - (3,717,009) -
745,150 - 745,150 -
(173,913) - (173,913) -
(699,387) - (699,387) -
(4,710,321) - (4,710,321) -
- 1,985,748 1,985,748 -
- (25,902) (25,902) -
- 498,312 498,312 -
- (219,685) (219,685) -
- (63,869) (63,869) -
- 2,174,604 2,174,604 -
(4,710,321) 2,174,604 (2,535,717) -
- - - (834,114)
465,469 - 465,469 -
1,768,288 - 1,768,288 -
1,756,635 - 1,756,635 878,318
1,112,917 - 1,112,917 -
244 434 - 244,434 -
80,049 6,066 86,115 2,226
1,702,079 - 1,702,079 -
81,357 14,800 96,157 -
802,471 (802,471) - -
8,013,699 (781,605) 7,232,094 880,544
3,303,378 1,392,999 4,696,377 46,430
10,229,372 14,473,502 24,702,874 1,905,525
$ 13,532,750 $ 15,866,501 $ 29,399,251 3 1,951,955
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CITY OF WHARTON, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2021

ASSETS

Current assets
Cash and cash equivalents
Receivables, net
Due from other funds
Due from component unit
Due from other governments
Advances to other funds
Prepaid items
Inventory

Total assets

LIABILITIES
Accounts payable
Accrued expenditures
Due to other funds
Due to other governments
Deposits

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue
Total deferred inflows of resources

FUND BALANCES
Nonspendable
Restricted
Committed
Unassigned

Total fund balances

Total liabilities, deferred inflows and fund balances

The accompanying notes are an integral part of this statement.
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Debt 2019 Bond

General Service Construction
$ 1,958,905 $ 284,922 $ 1,407,464
306,997 118,265 -
346,284 171,304 28,153
169,708 - -
697,701 7,807 -
330,000 - -
387 - -

10,509 - -

$ 3,820,491 $ 582,298 $ 1435617
$ 472,695 $ - $ -
41,449 - -
51,059 - 1,040,328
30,159 - -
1,080 - -
596,442 - 1,040,328
298,798 118,265 -
298,798 118,265 -
340,896 - _

- 464,033 395,289

2,584,355 - -
2,925,251 464,033 395,289
$ 3,820,491 $ 582,298 $ 1,435,617




Other Total
2019 Tax 2020 Tax FM 1301 Governmental Governmental
Notes Notes Project Funds Funds
$ 221,348 $ 43,661 $14,697,119 $ 2,938,540 $ 21,551,959
- - - 69,974 495,236
- 1,031,597 - 272,381 1,849,719
- - - - 169,708
- - - 188,435 893,943
- - - - 330,000
- - - - 387
- - - - 10,509
$ 221,348 $ 1,075,258 $14,697,119 $ 3,469,330 $ 25,301,461
$ - $ 129,427 $ 38,371 $ 365,176 $ 1,005,669
- - - - 41,449
1,308,064 - - 1,409,101 3,808,552
- - - - 30,159
- - - - 1,080
1,308,064 129,427 38,371 1,774,277 4,886,909
- - - 160,843 577,906
- - - 160,843 577,906
- - - - 340,896
- 945,831 14,658,748 1,931,967 18,395,868
- - - 219,345 219,345
(1,086,716) - - (617,102) 880,537
(1,086,716) 945,831 14,658,748 1,534,210 19,836,646
$ 221,348 $ 1,075,258 $14,697,119 $ 3,469,330 $ 25,301,461
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CITY OF WHARTON, TEXAS

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO NET POSITION

OF GOVERNMENTAL ACTIVITIES
September 30, 2021

Total governmental fund balances

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

Property taxes receivable will be collected this year, but are not available soon
enough to pay for the current period's expenditures, and therefore are reported as
"unavailable" in the funds.

Because the focus of governmental funds is on short-term financing, some assets
will not be available to pay for current period expenditures. Those assets (for
example, receivables) are offset by unavailable revenues in the governmental
funds and thus are not included in fund balance.

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported as assets in governmental funds. The governmental
capital assets at year-end consist of:

Governmental capital assets costs

Accumulated depreciation of governmental capital assets

Long-term assets are not available for use in the current period and therefore are
not reported as assets in the funds:
Net pension asset

Deferred outflows of resources are not reported in the governmental funds:
Deferred amount on refunding
Deferred amount on OPEB
Deferred amount on pension

Long-term liabilities are not due and payable in the current period and therefore
are not reported as liabilities in the funds. Long-term liabilities at year-end consist
of:

Bonds and certificates payable
Bond premiums

Tax notes

OPEB liability

Accrued interest payable
Compensated absences

Deferred inflows of resources are not reported in the governmental funds:
Deferred amount on OPEB
Deferred amount on pension

Net position of governmental activities

The accompanying notes are an integral part of this statement.
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$ 19,836,646
209,623
368,283
$ 39,902,069
(16,981,960) 22,920,109
170,528
66,177
52,655
212,749 331,581
(23,275,772)
(621,731)
(5,280,800)
(218,594)
(157,665)
263,279 (29,817,841)
(10,514)
(475,665) (486,179)
$ 13,532,750



CITY OF WHARTON, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the year ended September 30, 2021

Debt 2019 Bond
General Service Construction
REVENUES
Taxes $ 3,387,800 $ 1,773,195 $ -
Licenses and permits 195,539 - -
Intergovernmental 998,994 - -
Charges for services 17,903 - -
Fines and forfeitures 192,264 - -
Investment income 12,431 3,373 7,389
Industrial district fee 1,702,079 - -
Miscellaneous 10,611 - -
Total revenues 6,517,621 1,776,568 7,389
EXPENDITURES
Current
General government 1,879,501 - 4,133
Public safety 3,726,458 - -
Public works 1,264,315 - -
Cultural and recreation 95,5617 - -
Capital outlay 334,257 - -
Debt service
Principal retirement - 1,476,829 -
Interest and fiscal charges - 450,285 -
Issuance costs - - -
Total expenditures 7,300,048 1,927,114 4,133
Excess (deficiency) of revenues
over expenditures (782,427) (150,546) 3,256
OTHER FINANCING SOURCES (USES)
Sale of capital assets 22,128 - -
Debt issued - - -
Transfers in 975,851 - -
Transfers out (200) - -
Total other financing sources (uses) 997,779 - -
Net change in fund balances 215,352 (150,546) 3,256
Fund balances at beginning of year 2,709,899 614,579 392,033
Fund balances at end of year $ 2925251 $ 464,033 $ 395289

The accompanying notes are an integral part of this statement.
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Other Total
2019 Tax 2020 Tax FM 1301 Governmental Governmental
Notes Notes Project Funds Funds
$ - $ - $ - $ 244 434 $ 5,405,429
- - - - 195,539
1,879,683 1,117,513 - 461,329 4,457,519
- - - - 17,903
- - - 24,855 217,119
524 3,233 41,835 11,264 80,049
- - - - 1,702,079
- - - 197 10,808
1,880,207 1,120,746 41,835 742,079 12,086,445
- - - 197,677 2,081,311
- - - 17,127 3,743,585
- - 205,334 558,005 2,027,654
- - - 27,665 123,182
1,371,472 4,174,915 - 695,625 6,576,269
- - - 34,200 1,511,029
- - - 2,933 453,218
- 105,000 177,753 - 282,753
1,371,472 4,279,915 383,087 1,533,232 16,799,001
508,735 (3,159,169) (341,252) (791,153) (4,712,556)
_ B - - 22,128
- 4,105,000 15,000,000 - 19,105,000
- - - 105,722 1,081,573
- - - (220,743) (220,943)
- 4,105,000 15,000,000 (115,021) 19,987,758
508,735 945,831 14,658,748 (906,174) 15,275,202
(1,595,451) - - 2,440,384 4,561,444
$ (1,086,716) $ 945 831 $ 14,658,748 $ 1,534,210 $ 19,836,646
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CITY OF WHARTON, TEXAS

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

For the year ended September 30, 2021

Total net change in fund balances - governmental funds

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

Capital outlays are reported in governmental funds as expenditures. However, in
the statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense.

Increase in capital assets
Depreciation expense

The net effect of various transactions involving capital assets (i.e., transfers,
contributions, adjustments and dispositions) is to increase (decrease) net position.

Issuance of debt provides current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the statement of net position.

Bonds at par value
Tax notes

Current year payments on long-term debt are expenditures in the fund financial
statements, but they serve to reduce long-term liabilities in the government-wide
financial statements. In the current year, these amounts consist of:

Bond and certificates principal retirement
Tax notes principal retirement

Because some property taxes will not be collected for several months after the
City's fiscal year ends, they are not considered “available" revenues and are
deferred in the governmental funds. Similarly, other revenues are not currently
available at year-end and are not reported as revenue in the governmental funds.

Property taxes
Other revenues

Some items reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds. These activities consist of:

Decrease in compensated absences

Decrease in loss on refunding

Decrease in bond premium

Increase in accrued interest

Net OPEB costs

Net pension costs

Change in net position of governmental activities

The accompanying notes are an integral part of this statement.
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$ 15,275,202
$ 6,517,733
(997,447) 5,520,286
8,478
(15,000,000)
(4,105,000) (19,105,000)
833,629
____ 677,400 1,511,029
(9,068)
(169,334) (178,402)
24,114
(10,250)
70,276
(23,442)
(24,546)
235,633 271,785
$ 3,303,378



CITY OF WHARTON, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
September 30, 2021

ASSETS
Current assets
Cash and cash equivalents
Receivables, net
Accounts
Due from other funds
Due from other governments
Inventory
Total current assets
Noncurrent assets
Capital assets

Land and other assets not being depreciated
Buildings, improvements, and equipment, net

Net capital assets

Net pension asset
Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred amount on refunding
Deferred outflow related to OPEB

Deferred outflow related to pension
Total deferred outflows of resources

LIABILITIES

Current liabilities
Accounts payable
Accrued expenses
Due to other governments
Deposits
Accrued interest payable
Due to other funds
Compensated absences

Current portion of long-term obligations

Total current liabilities

Noncurrent liabilities
Advances from other funds
Compensated absences
OPEB liability

Noncurrent portion of long-term obligations

Total noncurrent liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES

Deferred inflow related to OPEB
Deferred inflow related to pension

Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Unrestricted net position

Total net position

The accompanying notes are an integral part of this statement.

Business-type Activities

Emergency
Water and Solid Medical
Sewer Waste Services

$ 793,950 $ 204,099 3 647,667

535,158 174,874 72,164
2,233,517 29,511 16,567
17,868 - 14,800
87,122 - -
3,667,615 408,484 751,198
1,839,451 - 10,575
13,039,883 - 817,774
14,879,334 - 828,349
41,932 - 61,502
14,921,266 - 889,851
18,588,881 408,484 1,641,049
14,737 - 20,822
2,808 - 6,945
17,545 - 27,767
740,769 484,066 38,249
7,903 367 13,172

- 9,060 -

225,941 - -
70,140 - -
272,054 - 3,157
5,479 - 6,505
554,676 - -
1,876,962 493,493 61,083
330,000 - -
49,323 - 58,543
60,919 - 78,837
6,217,968 - -
6,658,210 - 137,380
8,535,172 493,493 198,463
2,387 - 4,181
151,377 - 174,721
153,764 - 178,902
9,210,349 - 828,349
707,141 (85,009) 463,102

$ 9,917,490 $ (85,009) $ 1,291,451




Business-type Activities

Civic
Center Airport Total

$ 12,769 3 55,189 1,713,674
65,427 43,308 890,931
45,295 62,961 2,387,851
- 45,121 77,789
- 43,513 130,635
123,491 250,092 5,200,880
44,682 49,200 1,943,908
1,582,544 4,242,588 19,682,789
1,627,226 4,291,788 21,626,697
5,591 - 109,025
1,632,817 4,291,788 21,735,722
1,756,308 4,541,880 26,936,602
- 14,188 14,188
- - 35,559
6,307 - 16,060
6,307 14,188 65,807
6,987 2,771 1,272,842
1,193 759 23,394
- - 9,060
23,675 300 249,916
5,205 9,119 84,464
126,286 27,521 429,018
143 34 12,161
31,333 49,622 635,631
194,822 90,126 2,716,486
- - 330,000
1,284 303 109,453
- - 139,756
515,422 761,625 7,495,015
516,706 761,928 8,074,224
711,528 852,054 10,790,710
- - 6,568
12,532 - 338,630
12,532 - 345,198
1,100,322 3,535,520 14,674,540
(61,767) 168,494 1,191,961
$ 1,038,555 3 3,704,014 15,866,501
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CITY OF WHARTON, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS
For the year ended September 30, 2021

OPERATING REVENUES
Charges for services

Total operating revenues

OPERATING EXPENSES
Personnel

Materials and supplies
Repairs and maintenance
Other services and charges
Depreciation and amortization

Total operating expenses

Operating income (loss) before
nonoperating revenues (expenses)
and contributions and transfers

NONOPERATING REVENUES (EXPENSES)
Sale of capital assets

Noncapital grants and contributions
Investment income

Interest and fiscal charges

Total nonoperating revenues (expenses)
Income (loss) before transfers and contributions

Contributions and transfers
Capital grants and contributions
Transfers in
Transfers out

Total contributions and transfers

Change in net position
Net position at beginning of year

Net position at end of year

The accompanying notes are an integral part of this statement.
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Business-type Activities

Emergency
Water and Solid Medical
Sewer Waste Services

$ 5,099,320 $ 1,544 429 3 790,523
5,099,320 1,644 429 790,523
970,985 46,930 1,708,517
117,158 65 125,172
392,405 - 64,500
875,280 1,523,336 147,082
601,681 - 101,331
2,957,509 1,570,331 2,146,602
2,141,811 (25,902) (1,356,079)

- - 14,800

- - 1,779,391

2,724 378 2,400
(197,346) - -
(194,622) 378 1,796,591
1,947,189 (25,524) 440,512
99,442 - 75,000

200 - -
(977,439) - (98,412)
(877,797) - (23,412)
1,069,392 (25,524) 417,100
8,848,098 (59,485) 874,351

3 9,917,490 3 (85,009) $ 1,291,451



































































































































































































































































































































































CITY OF WHARTON, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended September 30, 2021

Federal
Assistance Other Award
Federal Grantor/Pass-Through Grantor/Program Title Listing No. Number
FEDERAL EXPENDITURES
U. S. Department of Housing and Urban Development
Passed Through the Texas Department of Agriculture - Office of Rural Affairs
Community Development Block Grant 14.228 7220499
Passed Through the Texas General Land Office
Community Development Block Grant 14.228 19-076-050-B703
Community Development Block Grant 14.228 20-065-081-C234
Community Development Block Grant 14.228 20-065-005-C034
Passed Through the Texas Department of Housing and Community Affairs
Home Investment Partnerships Program 14.239 N/A
Total U.S. Department of Housing and Urban Development
U. S. Department of Transportation
Passed Through the Texas Department of Transportation
Airport Improvement Program 20.106 M2113WHRT
State and Community Highway Safety 20.600 N/A
National Priority Safety Program 20.616 N/A
Total for Highway Safety Cluster
Total U.S. Department of Transportation
U. S. Department of Agriculture
Water and Waste Disposal Systems for Rural Communities 10.760 N/A
Total U.S. Department of Agriculture
U. S. Department of Justice
Passed Through the Office of the Governor
Criminal Justice Division
Crime Victim Assistance 16.575 VA20-PY21
Total U.S. Department of Justice
U. S. Department of Treasury
Passed Through the Texas Division of Emergency Management
Coronavirus Relief Fund 21.019 COVID-19

Total U.S. Department of Treasury
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Expenditures

From From Passed
Pass-Through Direct through to Name of Cluster
Awards Awards Total Subrecipients (if applicable) Note
$ 41283 § - 41283 $ -
431,480 - 431,480 -
29,552 - 29,552 -
30,480 - 30,480 -
491,512 - 491,512 -
246,203 - 246,203 -
778,998 - 778,998 -
45,121 - 45121 -
3,568 - 3,668 - Highway Safety Cluster
263 - 263 - Highway Safety Cluster

3,831 - 3,831 -
48,952 - 48,952 -

643,003 - 643,003 - 4
643,003 - 643,003 -
59,357 - 59,357 -
59,357 - 59,357 -
184,007 - 184,007 -
184,007 - 184,007 -

(continued)
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CITY OF WHARTON, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended September 30, 2021

Federal
Assistance Other Award

Federal Grantor/Pass-Through Grantor/Program Title Listing No. Number
FEDERAL EXPENDITURES - (Continued)
U. S. Department of Homeland Security
Passed Through the Texas Division of Emergency Management

Hazard Mitigation Grant 97.039 DR-4332-0105

Hazard Mitigation Grant 97.039 DR-4332-57

Total U.S. Department of Homeland Security

TOTAL FEDERAL EXPENDITURES

See accompanying notes to schedule of expenditures of federal awards.
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Expenditures

From From Passed
Pass-Through Direct through to Name of Cluster
Awards Awards Total Subrecipients (if applicable) Note
$ 44774 $ - $ 44774 % -
162,910 - 162,910 162,910
207,684 - 207,684 162,910
207,684 - 207,684 162,910

$ 1922001 $ $1,922001 $ 162,910

(concluded)
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CITY OF WHARTON, TEXAS
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended September 30, 2021

NOTE 1:

BASIS OF PRESENTATION

NOTE 2:

The accompanying schedule of expenditures of federal awards includes the federal award activity of
the City, under programs of the federal government for the year ended September 30, 2021 in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Because the schedule presents only a selected portion of the operations of the City, it is
not intended to and does not present the financial position, changes in net position, or cash flows of
the City.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE 3:

The modified accrual basis of accounting is used for these funds. This basis of accounting recognizes
revenues in the accounting period in which they become susceptible to accrual, i.e. both measurable
and available, and expenditures in the accounting period in which the liability is incurred, if measurable;
except for certain compensated absences and claims and judgments, which are recognized when the
obligations are expected to be liquidated with expendable available financial resources.

Federal and state grant funds are considered to be earned to the extent of expenditures made under
the provisions of the grant, and accordingly, when such funds are received, they are recorded as
unearned revenues until earned. Generally unused balances are returned to the grantor at the close
of specified project periods.

INDIRECT COST RATE

NOTE 4:

The City has not elected to use the 10 percent de minimis indirect cost rate as allowed under the
Uniform Guidance.

WATER AND WASTE DISPOSAL SYSTEMS FOR RURAL COMMUNITIES - CFDA 10.760

Expenditures reported on the accompanying schedule of expenditures of federal awards that were
incurred in a prior fiscal year total $403,662.
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CITY OF WHARTON, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended September 30, 2021

Section | - Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued: Unmodified

Internal control over financial reporting:
e Material weakness(es) identified? [Jyes X no
e Significant deficiency(ies) identified
that are not considered to be
material weakness(es)? [Jyes X none reported

Noncompliance material to financial
statements noted? [Jyes X no

Federal Awards

Internal control over major programs:
e Material weakness(es) identified? [yes X no
e Significant deficiency(ies) identified
that are not considered to be
material weakness(es)? [yes X none reported

Type of auditor’s report issued on compliance for major programs: Unmodified
Any audit findings disclosed that are

required to be reported in accordance
with 2 CFR section 200.516(a)?

[yes X no
Identification of major programs:
CFDA Number(s) Name of Major Programs or Cluster

10.760 Water and Waste Disposal Systems for Rural Communities

97.039 Hazard Mitigation Grant
Dollar threshold used to distinguish

between type A and type B programs: $ 750,000

Auditee qualified as low-risk auditee? [1yes X no

Section Il - Financial Statement Findings
None noted
Section Il - Federal Award Findings and Questioned Costs

None noted
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CITY OF WHARTON, TEXAS
SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS
For the year ended September 30, 2021

None were reported.

149



