SHENANDOAH
T E X A S

NOTICE OF REGULAR MEETING
January 22, 2020
SHENANDOAH CITY COUNCIL

STATE OF TEXAS AGENDA
COUNTY OF MONTGOMERY
CITY OF SHENANDOAH

NOTICE IS HEREBY GIVEN that a Meeting of the Shenandoah City Council will be held on Wednesday,
January 22, 2020 at 7:00 p.m. at the City of Shenandoah Municipal Complex, 29955 IH-45 North,
Shenandoah, Texas for the purpose of considering the following:

1. CALLTO ORDER

2. CALLOFROLL

3. PLEDGE OF ALLEGIANCE

4. INVOCATION

CITIZEN’S FORUM

5. CITIZENS FORUM
Citizens are invited to speak for three (3) minutes on matters relating to city government that
relate to agenda or non-agenda items. Speakers are asked to stand up and approach the podium
to address Council and give their name and address before sharing their comments.
Responses to inquiries are limited by state law to a recitation of existing policy or a statement
of specific factual information given in response to the inquiry. Any deliberation or decision by
Council shall be limited to a proposal to place the subject on the agenda of a future meeting.

6. Council’s Inquiry

Pursuant to Texas Government Code Sect. 551.042, the Mayor and Council Members may
inquire about a subject not specifically listed on this Agenda. Responses are limited to a
recitation of existing policy or a statement of specific factual information given in response to
the inquiry. Any deliberation or decision shall be limited to a proposal to place the subject on
the agenda of a future meeting.

INDIVIDUAL CONSIDERATION:

7.
8.
9.

Update regarding mobility projects from Bleyl Engineering.
Discussion and possible action regarding the 2019 annual financial report.

Presentation of a final report regarding the proposed zoning amendment for a special use permit
for a Medical Services: General. The proposed zoning amendment is for 1500 Research Forest
Drive, Suite 120, Shenandoah, Texas (IV Bars of The Woodlands).

10. Public hearing regarding the proposed zoning amendment for a special use permit for a Medical

Services: General. The proposed zoning amendment is for 1500 Research Forest Drive, Suite 120,
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11.

12.
13.
14,

15.

16.
17.

18.

19.
20.

21.
22.

23.

Shenandoah, Texas.
Discussion and possible action to adopt the following Ordinance:

AN ORDINANCE OF THE CITY OF SHENANDOAH, TEXAS, AMENDING THE CODE OF ORDINANCES,
CHAPTER 102, GRANTING A SPECIAL USE PERMIT FOR MEDICAL SERVICES: GENERAL FOR 1500
RESEARCH FOREST DRIVE, SUITE 120, SHENANDOAH, TEXAS; PROVIDING FOR A PENALTY IN THE
AMOUNT OF $2,000 FOR VIOLATIONS THEREOF; PROVIDING SEVERABILITY; AND PROVIDING FOR
AN EFFECTIVE DATE.

Presentation of MDD report.
Presentation of a proclamation announcing Arbor Day 2020.
Discussion and possible action to adopt the following Ordinance:

AN ORDINANCE OF THE CITY OF SHENANDOAH, TEXAS, PROVIDING FOR THE HOLDING OF A
GENERAL ELECTION TO BE HELD ON MAY 2, 2020, FOR THE PURPOSE OF ELECTING THREE (3) CITY
COUNCIL MEMBERS, MAYOR, AND POSITIONS 1 AND 5; AND PROVIDING DETAILS RELATING TO
THE HOLDING OF SUCH ELECTIONS.

Discussion and possible action regarding the Election Services Agreement and Joint Election
Agreement with Montgomery County for the May 2, 2020 City General Election.

Discussion and possible action to approve a change order for the Pinecroft waterline project.

Discussion and possible action to approve a proposal for final design of the Home Depot driveway
and Research Forest right turn lane projects.

Discussion and possible action to approve the purchase of trucks from the Public Works/Water
Sewer equipment replacement fund.

Discussion and possible action to approve charges for the Stagg Bowl.
Discussion and possible action to adopt the following Ordinance:

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF SHENANDOAH, TEXAS, AUTHORIZING
PARTICIPATION WITH OTHER ENTERGY SERVICE AREA CITIES IN MATTERS CONCERNING ENTERGY
TEXAS, INC. AT THE PUBLIC UTILITY COMMISSION OF TEXAS IN 2020; AUTHORIZING THE HIRING
OF LAWYERS AND RATE EXPERTS; AUTHORIZING THE CITY’S PARTICIPATION TO THE FULL EXTENT
PERMITTED BY LAW AT THE PUBLIC UTILITY COMMISSION OF TEXAS; FINDING THAT THE MEETING
COMPLIES WITH THE OPEN MEETINGS ACT; AND DECLARING AN EFFECTIVE DATE.

Discussion and possible action to ratify the accounts payable for December, 2019.
Non-Action Items
The following budgeted items were authorized by the City Administrator, per Council approval:

e 2019-2020 Catahoula Well Expenses - $64,400.00

CITIZENS FORUM

Citizens are invited to speak for three (3) minutes on matters relating to city government that
relate to agenda or non-agenda items. Speakers are asked to stand up and approach the podium
to address Council and give their name and address before sharing their comments.
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Responses to inquiries are limited by state law to a recitation of existing policy or a statement
of specific factual information given in response to the inquiry. Any deliberation or decision by
Council shall be limited to a proposal to place the subject on the agenda of a future meeting.

24. City Administrator updates — Monthly Reports

e Administration

e Finance

e Police/Fire

e Public Works/Capital Projects

e Community Development/Municipal Court
e Convention and Visitors Bureau

25. Council’s Inquiry

Pursuant to Texas Government Code Sect. 551.042, the Mayor and Council Members may
inquire about a subject not specifically listed on this Agenda. Responses are limited to a
recitation of existing policy or a statement of specific factual information given in response to
the inquiry. Any deliberation or decision shall be limited to a proposal to place the subject on
the agenda of a future meeting.

EXECUTIVE SESSION

Public notice is given that the City Council may elect to go into Executive Session at any time during
the meeting in order to discuss any matters listed on the Agenda when authorized by the provisions
of the Open Meeting Act, Chapter 551 of the Texas Government Code, to receive advice from legal
counsel, to discuss matters of land acquisition, personnel matters or other lawful matters that are
specifically related to items listed on this Agenda. Prior to any such closed session, the Mayor, in
open session, will identify the agenda item to be discussed and the Section or Sections of Chapter
551 under which the closed discussion is authorized.

Executive Session — According to the Texas Open Meetings Act, Chapter 551 of the Texas
Government Code as follows:
i) Government Code § 551.074. Personnel Matters;
e City Administrator
ii) Government Code § 551.071. Consultation with Attorney; Pending Litigation
e Denton Dam Agreement

iii)  Government Code § 551.087. Deliberation Regarding Economic Development
Negotiation

e PILOT Agreement with Memorial Hermann

a) Consideration and if determined appropriate, take action resulting from the item(s) listed
under Executive Session.

ADJOURN

The Council may vote and/or act upon each of the items listed on this Agenda. One agenda item will be
discussed at a time unless logic and practical consideration allow similar topics to be considered
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justified under the Open Meetings Act

together for purposes of convenience and efficiency. The Council may retire into executive session
concerning any of the items listed on this Agenda, whenever it is considered necessary and legally

Any discussion item on the City Council agenda permits City Council to question the involved parties or
receive a presentation by the involved parties

City Hall is wheelchair accessible. A sloped entry is available at the entrance with specially marked parking spaces

available. Requests for accommodations or interpretive services must be made 48 hours prior to this meeting. Please
contact the City Secretary’s office at 281-298-5522 or Fax 281-367-2225 for information

| certify that the attached notice of meeting was posted on the bulletin board at City of Shenandoah Municipal
Complex, 29955 IH-45 North, Shenandoah, Texas, on the_ 17 day January 2020 at: 11:50 o’clock a.m
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City of Shenandoah
Mobility Projects Update

January 22, 2020
BLEYL ENGINEERING
PLANNING ¢ DESIGN * MANAGEMENT

By: John D. Bleyl, PE




Intersection Improvements 1-45 at
Research Forest Dr./Tamina Rd.
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Home Depot
Driveway
Modifications




Research Forest Dr. Right Turn Lane
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David Memorial Dr. Extension
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Questions?

John D. Bleyl, PE
036-441-7833
ibleyl@bleylengineering.com

BLEYL ENGINEERING

PLANNING ¢ DESIGN * MANAGEMENT
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o Shenandoah City Council
SHENANDOAH AGENDA REPORT

T E X A S

AGENDA DATE: January 22, 2020 ITEM NUMBER: 8
DEPARTMENT: Finance PREPARED BY:  Lisa Wasner

2019 Annual Financial Report; Audit
PRICING: EXHIBITS: Report Presentation

SUBJECT/PROCEEDING:

2019 Annual Financial Report

RECOMMENDED ACTION:

Staff recommends that Council accept the Annual Financial Report.

BACKGROUND/DISCUSSION:

BrooksWatson, PLLC, conducted an audit of the City’s financial activities for fiscal year 2018-2019. The city received an
unmodified opinion, the highest level of assurance. There are no material deficiencies or weaknesses as reported by
the auditing firm.

Highlights:

e Combined City fund balance of $23,776,883, increase of $250,942 from 2017-2018
e $7,549,368 unassigned fund balance for General Fund (99% of total GF expenditures);
e Increase in net position of $5,370,504 resulting from revenues exceeding expenses.

Section 103 of the Local Government Code requires an annual audit of records and accounts and an annual financial
statement to be prepared based on the audit. The audit is required to be complete within 180 days from the last day of
the fiscal year. The audit findings, and timeliness of submission, are a pivotal component of the City’s bond rating. The
audit findings must be submitted to the Securities Exchange Commission (SEC) within the 180 days.

This is the seventh year BrooksWatson, formerly BrooksCardiel, has served as the City’s auditor.

APPROVALS:
DEPARTMENT HEAD Oﬁ“@w DATE: January 9, 2020
CITY ADMINISTRATOR \b\t — DATE: January 16, 2020

-
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Shenandoah, Texas
Audit Presentation
September 30, 2019

Presented By: Louis Breedlove, Senior Audit Manager
January 22, 2020




OVERVIEW OF THE AUDIT PROCESS

Audit Planning and Risk Assessment

» Audit Standards — The audit was performed in accordance with
Generally Accepted Auditing Standards (GAAS)

» Assessment — Evaluate and examine processes and controls

» Risk-Based Approach — The audit process was a risk-based approach
in which we identified potential areas of risk that could lead to
material misstatement of the financial statements. Risks such as:

* Revenues and related expenditures

e Construction in progress, purchasing requirements, bids and
capital assets

e Payroll Expenditures and payroll related liabilities

e Long term liabilities (bonds payable, pension)

BWC 2




OVERVIEW OF THE AUDIT PROCESS

Audit Fieldwork & Completion and Reporting

» Compliance Testing — Performed testing over the City’s compliance
with provisions with laws, regulations, contracts and grant
agreements, including items such as compliance with Public Funds
Investment Act (PFIA) compliance requirements.

» Fieldwork — Agree balances to underlying reports, and perform
testing to assure those balances are materially accurate.

» Conclusion & Reporting — Evaluate results. Prepare report and
required communications.

BWC 3




COMPONENTS OF THE
ANNUAL FINANCIAL REPORT

“*Auditor’s Opinion
“* Management’s Discussion and Analysis
“* Basic Financial Statements

=  Government-Wide Statements

= Fund Level Statements

= Notes to the Financial Statements
“* Required Supplementary Information

= Budget to Actual — General Fund

BWC 4




INDEPENDENT AUDITOR’S REPORT

“* Four possible outcomes

-Unmodified
-Qualified
-Disclaimed

-Adverse

“* The City received an unmodified opinion
«* Highest level of assurance

BWC 5




FINANCIAL HIGHLIGHTS

“*Total assets exceeded total liabilities by $49,943,676.

“ City's governmental funds reported combined ending
fund balances of $23,776,883, an increase of $250,942.

“*Unassigned fund balance in the general fund was
$7,549,368 or 99% of annual general fund expenditures.

“*The City had an overall increase in net position of
$5,370,504 for the year.

BWC 6




City Revenues — Governmental Activities

GOVERNMENTAL FUNDS — YEAR ENDING 9/30/19 - REFERENCE AFR PAGE 11

Key Highlights:
* Increase in charges for services is primarily due to permit
2018 2019 Variance .
fees doubling due to local growth and development.
Charges for services 552,609 1,057,253 91.3% . _ o _ o .
Capital contributions 1,077,669 3,279 815 204.3% * Increase in capital contributions is due to a rise in capital
Property tax 1,995,541 3,118283  56.3% activity from Shenandoah MDD.
Sales tax 6,732,269 6,286,609 -6.6% * Decrease in sales tax is due to a one time sales tax
Franchise and local taxes 466,347 484,435 3.9% recovery in the previous year for a lump sum of $417,000.
Hotel 1,514,681 1,481,7 -2.29
ote occup.ancy taxes 14,68 A81,768 o » Increase in investments is a result of additional PID
Investment income 85,832 223,182 160.0% ' o _
Other revenues 289,917 182,578  -37.0% funds being held in interest bearing accounts.
" 12,714865 16,113,923 26.7% | = Other revenues decreased primarily due to the

nonrecurring proceeds received from the sale of capital

assets in the previous year.

B Salestax

B Franchise andlocal
taxes
3%

B Hotel occupancy
taxes
9%

B Property tax

’“‘ 19%

Otherrevenues
3%
B Chargesfor services
7%

B Capital contributions
20%




City Expenditures — Governmental Activities

GOVERNMENTAL FUNDS — YEAR ENDING 9/30/19 - REFERENCE AFR PAGE 11

2018 2019 Variance Key Highlights:
General government 3,101,786 2,914,005 -6.1% *  Decrease in general government is primarily the result of the
Public safety 2,714,173 2,920,956 7.6% reclassification of certain expenses previously accounted for as
Public works 2,228,437 2,596,579 16.5% general government.
Community development 112,738 243,682 116.1% * Increase in public safety expenses are primarily due to

Technology ) 355,636 100.0% additional personnel costs.
Tourism 487,422 865,484 77.6% . . e 1
Garbage collection 26 895 281171 6.1 * Increase in public works is primarily a result of filling new
ar , , .17
& i positions within the department.
Interest and fiscal charges 2,349,329 1,544,983 -34.2% _ .
r 11,258,780 r 11,722,496 41% *  Community development expenses increased due to the use of
funds for new tree and vegetation improvements.
® Publicsafety § Publicworke * Technology expenses increased as a result of the City creating

25%

22% technology as a new sand alone department.

*  Tourism expenses increased primarily due to the City hosting
B Commnumity

development
2%

the 2018 Stagg Bowl in December 2018, in addition to increased
activity with the City’s advertising campaigns.

General *  Decrease in interest and fiscal charges is a result of the current

government
25% Interest and fiscal

B Technology

® Tourism 3% year bond refunding offset by the prior year issuance of special

Garbage collecion 7%

charges 3% assessments revenue bonds for the PID.
13%

Ij




STATEMENT REVENUES, EXPENDITURES &
CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS — YEAR ENDING 9/30/19 - REFERENCE AFR PAGE 28

Other Total
General Debt Metro * Capital Hotel Nonmajor Governmental
Fund Service Park PID Improvements Occupancy Governmental Funds
Revenues
Total Revenues 9,341,104 1,081,910 1,340,018 1,047,672 1,511,980 15,129 14,337,813
Expenditures
Total Expenditures 7,652,152 2,457,764 2,438,181 2,102,071 858,516 226,457 15,735,141
Total Other Financing
Sources (Uses) (1,553,523) 1,306,737 - 1,922,610 (156,473) 128,919 1,648,270
Net Change in Fund Balances 135,429 (69,117) (1,098,163) 868,211 496,991 (82,409) 250,942
Beginning fund balances 7,413,939 104,442 11,280,935 763,454 3,232,447 730,724 23,525,941
Ending Fund Balances $ 7,549,368 $ 35325 § 10,182,772 $ 1,631,665 % 3,729,438  $ 648315 $ 23,776,883

* Note: Metro Park PID (Public Improvement District) is a separate taxing entity from the City. The purpose of the
PID is to finance the costs of authorized improvements that confer a special benefit on the assessed property within
the PID, all of which is located within the corporate limits of the City. The PID is governed by the City Council, and
accordingly, has been reported as a blended component unit.

d




SCHEDULE OF REVENUES, EXPENDITURES &
CHANGES IN FUND BALANCE (Budget & Actual)

GENERAL FUND - YEAR ENDING 9/30/19 - REFERENCE AFR PAGE 73

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues
Total Revenues 8,698,725 8,698,725 9,341,104 642,379
Expenditures
Total Expenditures 8,002,972 8,065,382 7,652,152 413,230
Revenues Over (Under) Expenditures 695,753 633,343 1,688,952 1,055,609
Other Financing Sources (Uses)
Total Other Financing Sources (Uses) (1,628,891) (1,628,891) (1,553,523) 75,368
Net Change in Fund Balance $ (933,138) % (995,548) 135,429 $ 1,130,977
Beginning fund balance 7,413,939
Ending Fund Balance $ 7,549,368

BWC
10



STATEMENT REVENUES, EXPENDITURES &
CHANGES IN NET POSITION

PROPRIETARY FUNDS — YEAR ENDING 9/30/19 - REFERENCE AFR PAGE 33

Water &
Sewer
Operating Revenues
Total Operating Revenues 2,595,661
Operating Expenses
Total Operating Expenses 1,805,751
] Net Position
Operating Income (Loss) 789,910 — Invested in capital assets, net of related debt 18,137,871
Nonoperating Revenues (Expenses Unrestricted 197,494
Total Nonoperating Revenues (Expenses) 21,089 Total Net Position $ 18,335,365
Income Before Transfers and Contributions 810,999
Developer fees 168,078 % Unrestricted net position = 11% of total operating expenses
Transfers in 870,462
Transfers (out) (1,474,982)
Change in Net Position 374,557
Beginning net position 17,960,808

Ending NetPosition  $ 18,335,365

/W
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Other Reports

Communication with
Those Charged with
Governance

Communication
Regarding
Internal Controls
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Thank You!

We appreciate the
opportunity to serve the
City of Shenandoah

CERTIFIED PUBLIC ACCOUNTANTS




Questions?

Contact Info:

Louis Breedlove, Senior Audit Manager
Phone 281.907.9188 | Fax 888.875.0587
14950 Heathrow Forest Pkwy | Ste 530
Houston, TX 77032

LBreedlove@BrooksWatsonCPA.com

~

CERTIFIED PUBLIC ACCOUNTANTS

We know your questions don’t end when the audit does.

We remain available throughout the year.



ANNUAL FINANCIAL REPORT
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City of Shenandoah, Texas
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September 30, 2019
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BROOKSWATSON & CO.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, the discretely presented component unit, and the
aggregate remaining fund information of the City of Shenandoah, Texas (the “City”), as of and
for the year ended September 30, 2019, 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

The City’s 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. 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

14950 Heathrow Farest Pkwy | Suite 530 | Houston, TX 77032 | Tel: 281.907.8788 | Fax: 888.875.0587 | www.BrooksWatsonCo.com




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, the discretely presented component unit, and the aggregate remaining fund
information of the City as of September 30, 2019, 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.

Emphasis of Matter

As discussed in Note V.E. the City has restated beginning fund balance within the general fund
and nonmajor governmental funds due to a change in fund reporting within the nonmajor
governmental funds. OQur 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, schedule of changes in net pension liability and related
ratios, schedule of employer contributions to pension plan, schedule of changes in
postemployment benefits other than pensions and related ratios, and budgetary comparison
information as listed in the table on 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 Supplementary 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 accompanying supplementary
information, such as the combining statements, are presented for purposes of additional analysis
and are not a required part of the basic financial statements. :

The other supplementary information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic
financial statements, Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining statements are fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

Bt Mbere Ca.

BrooksWatson & Co., PLLC
Certified Public Accountants
Houston, Texas

December 27, 2019
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MANAGEMENT’S DISCUSSION
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City of Shenandoah, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
September 30, 2019

As management of the City of Shenandoah, Texas (the “City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year
ended September 30, 2019,

Financial Highlights

¢ The City's total combined net position was $49,943,676 at September 30, 2019, Of this, $6,815,517
{unrestricted net position) may be used to meet the City’s ongoing obligations to its citizens and
creditors.

» At the close of the current fiscal year, the City’s governmental funds reported combined fund
balances of $23,776,883, an increase of $250,942.

¢ As of the end of the year, the-unassigned fund balance of the general fund was $7,549,368 or
99% of total general fund expenditures.

e The City had an overall increase in net position of $5,370,504, which is due to revenues
exceeding expenses that occurred in the current year.

Overview of the Financial Statements

The discussion and analysis provided here are intended to serve as an introduction to the City’s basic
financial statements. The City’s basic financial statements consist of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) the notes to financial statements. This
report also includes supplementary information intended to furnish additional detail to support the
basic financial statements themselves.

Government-Wide Statements

The government-wide 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 pesition presents financial information on all of the City’s assets, liabilities, and
deferred inflows/outflows of resources, with the difference 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 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 for some items that will only result in cash flows in future fiscal periods (e.g,, uncollected
taxes and earned but unused vacation leave).




City of Shenandoah, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2019

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, public safety,
community development, and public works. The business-type activities of the City include a water
and sewer operations,

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 thrée categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental 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, as well as on balances of spendable resources available at the end
of the year. Such information may be useful in evaluating the City’s near-term financing 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 govermmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The City of Shenandoah, Texas maintains twelve individual governmental funds. 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, debt service fund, the hotel
occupancy fund, the Metrosquare Park Public Improvement District (“PID”), and the Capital
Improvements fund considered to be major funds. Fund data for the remaining nonmajor
governmental funds is provided in the form of combining statements in the combining and individual
fund statements and schedules section of this report.

The City of Shenandoah, Texas adopts an annual appropriated budget for its general, debt service,
special revenue, and utility funds. A budgetary comparison schedule has been provided to
demonstrate compliance with the general fund budget and each major special revenue fund.

Proprietary Funds. The City maintains one type of proprietary fund. Enterprise funds are used to report
the same functions presented as business-type activities in the government-wide financial staternents.
The City uses enterprise funds to account for its water distribution, wastewater collection/treatment
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and water construction operations, The proprietary fund financial statements provide separate
information for the water distribution, and wastewater collection/treatment fund. The basic proprietary
fund financial statements can be found in the basic financial statements of this report.

Component Unit

The City maintains the accounting and financial statements for one component unit. The Shenandoah
Municipal Development District (“SMDD”} is a discretely presented component unit d1splayed on the
government-wide financial statements.

Notes to Financial Statements. The notes to the financial statements provide additional information
that is necessary to a full understanding of the data provided in the government-wide and fund
financial statements. The notes are the last section of the basic financial statements.

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information (RSI) concerning the City’s progress in funding
its obligation to provide pension and other post-employment benefits to its employees.

The combining statements referred to earlier in connection with nonmajor governmental funds are
presented immediately following the required supplementary information on pension,

Government-Wide Financial Analysis

As noted previously, net position over time, may serve as a useful indicator of the City’s financial
position. For the City of Shenandoah, Texas, assets exceed liabilities by $49,943,676 as of September 30,
2019.

The largest portion of the City’s net position, $29,120,162, reflects its investments in capital assets (e.g.
land, city hall, police station, streets, and drainage systems, as well as the public works facilities), less
any debt used to acquire those assets that is still outstanding. The City uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending. Although
the City’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the assets themselves
cannot be used to liquidate these liabilities.

Current-and other assets of Business-Type Activities as of September 30, 2019 and September 30, 2018
were $834,029 and $717,405, respectively. The increase of $116,624 was primarily a result of increased
recejvables at yearend, which is a direct result of the City’s customer base expanding.

Capital assets of Governmental Activities as of September 30, 2019 and September 30, 2018 were
$43,567,350 and $40,690,629, respectively. The increase of $2,876,721 was a primarily attributable to the
continued investment in Metro Park PID and new purchases of public safety vehicles and equipment.
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Long-term liabilities of Governmental Activities as of September 30, 2019 and September 30, 2018 were
$35,574,908 and $36,402,921, respectively. The decrease of $828,013 was primarily attributable to a debt
refunding and principal payments made in the current year,

Long-term liabilities of Business-Type Activities as of September 30, 2019 and September 30, 2018 were
$581,055 and $369,639, respectively. The increase of $211,416 is primarily due to the increase in the
City’s net pension liability over the course of the year.

Statement of Net Position:

The following table reflects the condensed Statement of Net Position: -

Current and
other assets
Capital assets, net
Total Assets

Deferred Outflows

Other liabilities
Long-term liabilities
Total Liabilities

Deferred Inflows

Net Position:
Net investment
in capital assets
Restricted
Unrestricted
Total Net Position

2019 2018
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total

$ 24397591 § 834,029 $ 25231620 $ 24,080,679 $ 717,405 $ 24,798,084
43,567,350 18,137,871 61,705,221 40,690,629 17,848,280 58,538,909
67,964,941 18,971,900 86,936,841 64,771,308 18,565,685 83,336,993
1,951,836 146,858 2,098,694 1,389,958 50,642 1,440,600
2,719,338 201,724 2,921,062 2,652,320 218,563 2,870,883
35,574,908 581,055 36,155,963 36,402,921 369,639 36,772,560
38,294,246 782,779 39,077,025 39,055,241 588,202 39,643,443
14,220 614 14,834 493,661 67,317 560,978
10,982,291 18,137,871 29,120,162 6,130,852 17,848,280 23,979,132
14,007,997 - 14,007,997 14,635,351 - 14,635,351
6,618,023 197,494 6,815,517 5,846,161 112,528 5,958,689

$ 31,608,311

$ 18,335,365

$ 49,943,676

$ 26,612,364

$ 17,960,808

$ 44573172
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The following table provides a summary of the City’s changes in net position:

Revenues
Program revenues:
Charges for services
Capital contributions
General revenues:
Property tax
Sales tax
Franchise and local taxes
Hotel occupancy taxes
Investment income
Other revenues
Total Revenues

Expenses
General government
Public safety
Public works
Community development
Technology
Tourism
Garbage collection
Interest and fiscal charges
Water & sewer

Total Expenses

Change in Net Position
Before Transfers

Transfers in (out)
Total

Change in Net Position

Beginning Net Position

Ending Net Pogition

For the Year Ended September 30,2019

For the Year Ended September 30, 2018

Total _ Total

Governmental Business-Type Primary Governmental DBusiness-Type Primary
Activities Activities Government Activities Activities Government
$ 1057253 s 2595661 § 3652914 § 552,609 % 2625172 % 3,177,781
3,279,815 168,078 3,447,893 1,077,669 - 1,077,669
3,118,283 - 3,118,283 1,995,541 - 1,995,541
6,286,609 - 6,286,609 6,732,269 - 6,732,269
484,435 - 484,435 466,347 - 466,347
1,481,768 . 1,481,768 1,514,681 - 1,514,681
223,182 2,884 226,066 85,832 1,180 87,012
182,578 18,205 200,783 289917 18,802 308,719
16,113,923 2,784,828 18,898,751 12,714,865 2,645,154 15,360,019
2,914,005 - 2,914,005 3,101,786 - 3,101,786
2,920,956 - 2,920,956 2,714,173 - 2,714,173
2,596,579 - 2,596,579 2,228437 - 2,228,437
243,682 - 243,682 112,738 - 112,738
355,636 - 355,636 - - -
865,484 - 865,484 487,422 - 487 422
281,171 - 281,171 264,895 - 264,895
1,544,983 - 1,544,983 2,349,329 - 2,349,329
- 1,805,751 1,805,761 - 1,639,726 1,639,726
11,722,496 1,805,751 13,628,247 11,258,780 1,639,726 12,898 506
4,39.1,427 979,077 5,370,504 1,456,085 1,005,428 2,461,513
604,520 (604,520) - (305,159) 305,159 -
604,520 (604,520) - (305,159) 305,159 -
4,995,947 374,557 5,370,504 1,150,926 1,310,587 2,461,513
26,612,364 17,960,808 44,573,172 25,461,438 16,650,221 42,111,659

$ 31,608,311

$ 18,335,365 § 49,943,676

$ 26,612,364

$ 17,960,808

$ 44,573,172
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Graphic presentations of selected data from the summary tables are displayed below to assist in the
analysis of the City’s activities.

Governmental Activities - Revenues
& Salestax
39%

B Franchise andlocal
taxes
3%

B Fotel occupancy
taxes

: 9%

* §1 Otherrevenues

3%

@ Property tax
19%

@ Charges for sexvices
7%

B Capital contributions
20%

For the year ended September 30, 2019, revenues from governmental activities totaled $16,113,923.
Overall revenues increased by $3,399,058. Sales tax, property tax, hotel occupancy taxes, and capital
contributions are the City’s largest revenue sources, Sales taxes decreased by $445,660 or 7% primarily
as a result of a sales tax audit in the previous year resulting in the recovery of $417,000 in previously
received sales tax revenues. Property taxes increased by $1,122,742 primarily due to the receipt of new
property taxes in the Metro Park PID. Capital contributions increased by $2,202,146 as a result of
greater contributions from SMDD in the current year. Investment income increased by $137,350 as a
result of PID funds being held in an interest-bearing account. Other revenues decreased by $107,339
primarily as a result of nonrecurring proceeds received from sale of capital assets in the prior year.

This graph shows the governmental function expenses of the City:

Governmental Activities - Expenses
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For the year ended September 30, 2019, expenses for governmental activities totaled $11,722,496. This
represents an increase of $463,716 or 4% from the prior year. The City’s largest functional expense is
public safety of $2,920,956. Public safety expenses increased by $206,783 or 8%, which is primarily due
to increases in police department personnel expenses. General government expenses declined by
$187,781 or 6% due to the reclassification of certain expenses previously accounted for as part general
government into a newly formed technology department. Public works expenses increased by $368,142
or 17% primatily as a result of the City filling new positions within the department. In addition, the
City incurred more plan review and inspection related expenses, Community development expenses
increased by $130,944 primarily due to the City’s use of funds for new tree planting and vegetation
improvements, Technology expenses increased by $355,636 or 100% as a result of the City creating this
new department in the current year. Technology related expenses previously accounted for within
general government are now accounted for separately in its own department. Tourism expenses
increased $378,062 or 78% due to nonrecurring expenses incurred from the City hosting the 2018 Stagg
bowl in December 2018. In addition, a new director was hired who chose to be more active with the
City’s advertising campaigns. Interest and fiscal charges decreased by $804,346 primarily as a result the
bond refunding occurring in the current year.

Business-type activities are shown comparing operating costs to revenues generated by related
services.

Business-Type Activities - Revenues and Expenses

3,000,000

2,503,000

2,000,000 Fxpenses

1,500,000 Cluaiges for Services

1,000,000
500,000

For the year ended September 30, 2019, charges for services by business-type activities totaled
$2,595,661. This is a decrease of $29,511, or 1%, from the previous year, which is considered minimal.

. Total expenses increased by $i66,025 or 10%, which is primarily attributed to personnel and equipment
maintenance expenses.

FINANCIAL ANALYSIS OF THE CITY'S FUNDS

As noted earlier, fund accounting is used to demonstrate and ensure compliance with finance-related
legal requirements.
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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, unreserved fund balance may serve as a useful
measure of the City’s net resources available for spending at the end of the year.

As of the end of the year the general fund reflected a total fund balance of $7,549,368. The general fund
reflected an increase of $135,429. This is primarily a result of the geneéral fund receiving more revenue
than anticipated and expenditures falling below that which was budgeted.

The debt service fund reflected a fund balance of $35,325, a decrease of $69,117, which is primarily due
to debt service expenditures exceeding revenues and other financing sources.

The capital improvements fund reflected a fund balance of $1,631,665, an increase of $868,211, which is
primarily due to intergovernmental revenues and transfers in exceeding capital outlay expenditures.

The hotel occupancy fund reflected a fund balance of $3,729,438. The fund balance increased by
$496,991 from the prior year primarily due to lower than anticipated expenditures.

The Metro Park PID fund reflected a fund balance of $10,182,772. The fund balance decreased by
$1,098,163 primarily as a result of capital outlay and debt services expenditures exceeding property tax
revenues.

There was an overall increase in governmental fund balance of $250,942. This is primarily due to
$111,344 of net bond proceeds received as a result of the debt refunding and proceeds received from
sale of capital assets in the current year.

Proprietary Funds - The City’s proprietary funds provide the same t