CITY OF WALLIS, TEXAS
Financial Statements
With Report of Independent Auditor
For the Year Ended September 30, 2021




City of Wallis, Texas
For the Year Ended September 30, 2021

TABLE OF CONTENTS

Independent AUTIEOr'S ROPOTt.... .o i s
Management's Discussion and ANalYSis........c e

Basic Financial Staternents:
Government-wide Financial Statements:

At TIEIE OF N BT POSIION 1ateeeeeeeteseeereeeereremeeseeeeereeeamesesiessabbssbtssssenstssteesesanesasaseasaseartesraenntessensacnes
At T C L OF ATV B S veeeeeeteeesierrerrerr s v i sss e et s asesessestsssasesestasassabesen s ensnbesbesanrasnsnsarsansaneannsnrensans

Fund Financial Statements
Governmental Funds:
BalaNCE SREEE . ettt ree et b e s e s nansar st e eaa e nene s

Reconciliation of the Governmental Funds Balance Sheet to Statement of Net Position..
Statement of Revenues, Expenditures and Changes in Fund Balances......c.ooiin.
Reconciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balance of Governmental Funds to the Statement of Activities ...,
Staternent of Revenues, Expenditures and Changes in Fund Balance -

Budget and Actual - General Fund ...

Proprietary Funds:
Statemnent Of Net POSHION vt seceesse st eaasssans

Statemnent of Revenues, Expenses, and Changes in Fund Net Position......cnn,

Statement of Cash FIOWS.....ccoeiiencnn e
Notes to Basic Financial Statements ...
Required Supplementary information:

Schedule of Changes in Net Pension Liability and Related Ratios

Schedule of ContribULIONS. ...ie it en e

Schedule of Changes in Total OPEB Liability and Related Ratios.

Federal awards:

Independent Auditor's Report on Internal Control over Financial Reporting

And on Compliance and Other Matters Based on an Audit of

Financial

Statements Performed in Accordance with Government Auditing Standards ...............
Independent Auditor’s Report on Compliance for Each Major Program and
On Internal Control Over Compliance Required by Uniform Guidance..........ooeeicees

Schedule of Findings and Questioned Costs ...,

Summary Schedule of Prior Audit Findings ...,
Schedule of Expenditures of Federal and State Awards...............
Notes to Schedule of Expenditures of Federal and State Awards

10
11

12
13
14

15

16

17
18
19

21

45
46
47

49

51
54
58
59
60



I <ciiroeoer

CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and
Members of the City Council
City of Wallis, Texas

Report on the Financial Statements

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

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Wallis, Texas, as of September 30, 2021, and the respective changes
in financial position and, where applicable, cash flows thereof and the respective budgetary
comparison for the General Fund 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 on pages 5 through 9, the Texas Municipal Retirement
Systemn {"TMRS") schedule of changes in net pension liability (asset) and related ratios on page
45, the TMRS schedule of contributions on page 46, and the schedule of changes in total
OPEB liability and related ratios on page 47, be presented to supplement the basic financial
statements. Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Wallis, Texas' basic financial statements. The schedule
of expenditures of federal and state awards is presented for purposes of additional analysis
as required by Title 2 U.S. Code of Federal Regulations 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 schedule of expenditures of federal awards is the responsibility of management and

was 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
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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 schedule of expenditures of federal and state awards is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 7, 2023 on our consideration of City of Wallis, Texas'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 solely 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 effectiveness of internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering City of Wallis,
Texas's internal control over financial reporting and compliance.

Brenham, Texas

December 7, 2023 Secn Sumaniar



4810 Guyler Bidg, B « PO, Box 190 » Wallis, Texas 77485-0190
Phone: 979-478-6712 « Tax: 979-478-1537
Flome Page: www.wallislexas.org » Email: cityball@wallistexas.org

MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the City of Wallis, we offer readers of the City of Wallis' financial
statements this narrative overview and analysis of the financial activities of the City of
Wallis for the fiscal year ended September 30, 2021. Please read it in conjunction with
the independent auditors’ report and the City’s basic financial statements.

FINANCIAL HIGHLIGHTS

» The assets and deferred outflows of resources of the City of Wallis exceeded its
liabilities and deferred inflows of resources at the close the most recent fiscal year
by $7,468,438 (net position). Of this amount, $519,725 (unrestricted net position)
may be used to meet the government's ongoing obligations to citizens and
creditors.

» The City's net position increased by $1,688,430.

s The City's governmental funds reported ending fund balances of $585,242, which
was a decrease of $118,644 from the prior year.

» The City's proprietary fund reported net position of $2,598,181, which was an
increase of $34,355 from the prior year.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net
Position and the Statement of Activities provide information about the activities of the
City as a whole and present a longer-term view of the City's finances. They reflect the
flow of total economic resources in a manner similar to the financial reports of a business
enterprise.

Fund financial statements report the City's operations in more detail than the
government-wide statements by providing information about the City's most significant
funds. For governmental funds, these statements tell how services were financed in the
short term as well as what resources remain for future spending. They reflect the flow of
current financial resources, and supply the basis for tax levies and the appropriations
budget. For the proprietary fund, the financial statements tell how goods or services of



the City were sold to customers and how the sales revenues covered the expenses of the
goods or services.

The notes to the financial statements provide narrative explanations or additional data
needed for full disclosure in the government-wide statements or the fund financial
statements.

Reporting the City as a Whole

The Statement of Net Position and the Statement of Activities

Qur analysis of the City as a whole begins with the government-wide financial
statements. Their primary purpose is to show whether the City is better off as a result of
the year's activities. The Statement of Net Position includes all of the City's assets,
deferred outflows of resources, liabilities, and deferred inflows of resources, using the
accrual basis of accounting, which is similar to the accounting used by most private-
sector companies.

All of the current year's revenues and expenses are taken into account regardless of
when cash is received or paid.

The Statement of Net Position and the Statement of Activities report the City's net
position and changes in them. The City's net position (the difference between assets and
liabilities) provide one measure of the City's financial health, or financial position. Over
time, increases or decreases in the City's net position are one indicator of whether its
financial health is improving or deteriorating.

In the Statement of Net Position and the Statement of Activities, we report the activities of
the City as follows:

e Governmental activities - Most of the City's basic services are reported here.
Property and sales taxes and state and federal grants finance most of these
activities.

» Business-type activities - The City charges a fee to “customers” to help cover all or
most of the cost of services it provides for water, sewer, and garbage services.

Reporting the City's Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant
funds - not the City as a whole. The City establishes funds to help control and manage
money for particular purposes. The City's two types of funds, governmental and
proprietary, use different accounting approaches.

e Governmental funds - Most of the City's basic services are reported in
governmental funds, which focus on how money flows into and out of those funds
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and the balances left at year-end that are available for spending. These funds are
reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can be readily converted to cash.
The governmental fund statements provide a detailed short-term view of the
City's general governmental operations and the basic services it provides.
Governmental fund information helps you determine whether there are more or
fewer financial resources that can be spent in the near future to finance the City's
programs. We describe the relationship (or differences) between governmental
activities {reported in the Statement of Net Position and the Statement of
Activities) and governmental funds in reconciliation at the bottom of the fund
financial statements.

» Proprietary funds - The City reports the activities for which it charges users in
proprietary funds using the same accounting methods employed in the Statement
of Net Position and the Statement of Activities. The City's proprietary fund is
included in the business-type activities reported in the governmentwide
statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis focuses on the Statement of Net Position (Table 1) and Changes in Net
Position (Table 2) of the City's governmental and business-type activities.

Net position of the City's governmental activities increased by $1,654,075. The increase
in the governmental activities net position was primarily due to grant proceeds in the
current year. Total assets increased by $1,648,194 primarily due to the capital grant
projects in progress in the current year.

Net position of the City’s business-type activities increased by $34,355. Total assets
increased by $207,694 primarily due to an increase in cash from grant proceeds. Total
liabilities increased by $174,596 primarily due to the unearned revenue related to the
grant proceeds.



ASSETS:
Current and cther assets
Capital assets, net
Total assets

Deferred Qutflows refated to pensions
Deferred Outflows refated to OBEP

LIABILITIES:

long-term labilities

Other liabilities
Total liabilities

Deferred Inflows related to pensions
deferred Inflows related 1o OPEB

NET ASSETS:
Investment in capital assets
net of related debt
Restricted
Unrestricted
Total net assets

Governmental Business-Type Total

Activities Activities Primary Government

2021 2020 2021 2029 2021 2020
$1,033,716  $1,225,145 § 552,323 § 239651 $1,586,03% $1,464,796
4,220,712 2,381,089 2,300,688 2,405,666 6,521,400 4,786,755
5,254,428 3,606,234 2,853,011 2,645,317 8,107,439 6,251,551
39,336 27,213 11,257 1,819 50,593 29,032
g,444 6,444 2,703 341 12,147 6,785
33,610 44,922 - 15,657 33,610 60,579
361,294 314,554 257,902 67,649 619,196 384,203
394,904 361,476 257,902 83,306 652,806 444,782
38,047 62,233 10,888 310 48,935 62,543
- - - 35 - 35
4,187,102 2,371,063 2,300,688 2,395,640 6,487,790 4,766,703
450,923 729,824 - 14,665 160,923 744,489
222232 115,295 297,493 153,521 519,725 268816
$4870257 $3216182 $2598181 $2563826 $7,468438 §5780,008

Total revenues (excluding transfers) from governmental activities increased by
$1,704,845 primarily due to an increase in grant revenues. Total expenses from
governmental activities decreased by $154,501, primarily due to an increase in

personnel expenses.

Total revenues ({excluding transfers) from business-type activities decreased by
$262,467. The decrease in revenue was primarily due to an decrease in capital grant
revenue. Total expenses from business-type activities increased by $149,936. The
increase in expense was primarily due to an increase in personnel expenses.



Governmental Business-Type Total
Activities Activities Primary Government
2021 2020 2021 2020 2021 2020
REVENUES:
Program revenues:
Charges for service $ 6,737 & - % 5954461 % 547,832 % 402198 § 567,832
Fees and fines 406,840 288,044 - - 406,840 288,044
Grants and contributions 1,915,009 374,987 21,392 309,000 1,936,401 683,987
General revenues:
Property taxes 465,701 445,938 - - 465,701 445,938
Sales, franchise and other taxes 200,651 189,612 - - 200,651 180,612
interest income 4,326 12,712 309 2,641 4,635 15,353
Gain {loss}on sale of assets 10,009 - - - 10,009 -
Other revenues 36,477 38,612 - 156 16,477 38,768
Total revenues 3,045,750 1,340,905 617,162 B79.629 3,662,912 2,220,534
EXPENDJTURES:
General government 384,868 241,290 - - 384,848 247,290
Public safety 643,705 844,172 - - 643,705 B44,172
Highway and streets 197,592 330,736 - - 197,592 330,736
Culture and recreation 84,944 41,509 - 84,944 41,509
Interest and fees - 1,903 - “ - 1,903
Water and sewer - - 535,179 382,681 535,179 382,681
Sanitation - - 128,194 130,756 128,194 130,756
Total expenditures 1,311,109 1,465,610 663,373 513,437 1,974,482 1,979,047
Increase in net position before transfers 1,734,641 (124,705) (46,211) 366,192 1,688,430 241,487
Transfers {B0,566) 83,885 80,566 (83,885) " B
Change in net position 1,654,075 (40,820) 34,355 282,307 1,688,430 241,487
BEGINNING NET POSITION 3,216,182 3,257,002 2,563,826 2,281,519 5,780,008 5,538,521
ENDING NET POSITION $4,870,257 $3,216182 $2,598,181 $2,563,826 $7,468,438 $5,780,008
THE CITY'S FUNDS

General Fund Budgetary Highlights

The City's Council annually adopts an operating budget. Total actual revenues were
$1,879,852 more than budgeted, primarily due to higher than anticipated grant revenue.
Actual expenditures were over budget by $1,749,914, primarily due to the increase in

capital outlay in the current year.

In total, the actual net increase in fund balance was $91,859 compared to a budgeted

decrease of $17,358 for 2021.



Capital Assets

As of September 30, 2021, the City had $6,487,790 invested in capital assets.

Governmental Activities Business-Type Activities Total

2021 2020 2021 2020 2021 2020
Land $ 030 % 341,030 % 9570 % 2,570 % 350,600 % 350,600
Canstruction in progress 1,967,978 189,643 12,225 - 1,980,203 189,643
Buildings and improvements 1,428,339 1,366,501 2,048 2,457 1,430,387 1,368,958
Infrastructure 294,645 315,378 - - 294,645 315,378
Vehicles 104,364 105,006 - 2,684 104,366 107,690
Furniture and equipment 84,354 63,531 1,906 1,797 86,260 65,328
Machinery and equipment - - 32,881 27299 32,881 27,299
Water and sewer system 2,242,058 2,361,859 2,242,058 2,361,859

$ 4220712 & 2381089 4§ 2300688 _ % 2405666 _§ 6,521,400 § 4,786,755

This year's major additions included:

Drainage improvements $ 1,698,929
Park improvements 208,630
2020 Dodge Purango 44,616
Tractor and boom mower 42,012

Debt

At year-end, the City had $33,610 of outstanding debt. More detailed information about
the City's long-term liabilities is presented in the notes to the financial statements.

Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020
Notes payable  $ 33,610 $ 10,026 % - $ 10,026 $ 33610 § 20,052
Total $ 33610 % 10026 % - $ 10,026 $ 33610 & 20,052

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and
creditors with a general overview of the City's finances and to show the City's
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the City’s business office, at the City of Wallis,
Texas, at 6810 Guyler, Building B, Wallis, Texas 77485.



Assets
Cash and equivalents

Receivables, net of allowance for uncollectibles

internal balances

Due from primary government

Net pension asset

Restricted assets:
Cash

Capital assets:
Non-depreciable
Depreciable, net

Total assets

Deferred Outflows of Resources
Deferred amounts related to pensions
Deferred amounts related to OPEB

Liabilities
Accounts payable
Accrued expenses
Unearned revenue
Due to component unit
Customer deposits
Liability for compensated absences:

Due in more than one year
Total OPEB liability
Notes payable:

Sue within one year

Due in more than one year

Total Habilities

Deferred Inflows of Resources
Deferred amounts related to pensions

Net Position
Net investment in capital assets
Restricted for:
Park
Restricted for security and technology
Economic development
Unrestricted

Total net position

City of Wallis, Texas

Statement of Net Position

September 30, 2021
Primary Government Component Units
Wallis
Cultural Wallis
Education Education
City of Wallis Facilities Facilities
Governmental Business-Type Development Financing Financing
Activities Activities Total Corporation Corporation  Corporation
$ 503,529 $ 137,539 & 641,068 $ - $ - $ -
162,694 76,458 239,152 - - -
{251,006) 251,006 - - - -
- - - 17,935 - -
114,163 32,670 146,833 - - -
504,336 54,650 558,986 317,036 - -
2,309,008 21,795 2,330,803 37,062 - -
1,911,704 2,278893 4,190,597 - - -
5,254,428 2,853,011 8,107,439 372,033 - -
39,336 11,257 50,593 - - -
.444 2,703 12,147 - - -
147,649 20,565 168,214 - - -
135,368 4,281 139,649 - - -
- 161,433 161,433 - - -
17,935 - 17,935 - - -
- 56,239 56,239 - - -
21,507 4,270 25777 - - -
38,835 11,114 49,949
1,998 - 7,998 - - -
25,612 - 25,612 - - -
394,904 257,902 652,806 - - -
38,047 10,888 48,935 - - -
4,187,102 2,300,688 6,487,790 37,062 - -
419,907 - 419,907 . - -
41,016 - 41,016 . - -
- - - 334,971 - -
222,232 297,493 519,725 - -
$ 4,870,257 % 2,598,181 $ 7.468,438 $ 372,033 % -8

The notes to the financial statements are an integral part of this statement.
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Assets
Cash

Receivables, net of allowance for uncollectibles

Restricted assets:
Restricted cash

Total assets

Liabilities, deferred inflows of resources, and fund

balances
Liabilities:
Accounts payable
Accrued expenses
Due to other funds
Due to component units

Total hiabilities

Deferred inflows of Resources
Unavailable revenue - taxes

Fund Batances
Restricted for:
Unassigned {deficit) reported in:
Restricted for city park
Restricted for security and technology
Unassigned

Total fund balances

Total liabilities, deferred inflows of
resources, and fund balances

City of Wallis, Texas

Balance Sheet

Governmental Funds
September 30, 2021

Non- Major- Total
Special Revenue Security & Governmental

General City Park Fund Technology Funds
$ 503,529 $ - 5 - $ 503,529
162,694 - - 162,694
- 463,320 41,016 504,336
$ 666,223 3 463,320 $ 41,016 $ 1,170,559
% 120,119 $ 27,530 $ - $ 147,649
134,933 435 - 135,368
235,558 15,448 - 251,006
17,935 - - 17,935
508,545 43,413 - 551,958
33,35% - - 33,359
- 419,907 - 419,907
] ; 41,016 41,016
124,319 - - 124,319
124,319 41%,907 41,816 585,242
$ 666,223 5 463,320 $ 41,016 $ 1,170,559

The notes to the financial statements are an integral part of this statement.
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City of Wallis, Texas

Reconciliation of the Balance Sheet to the Statement of Net Position
Governmental Funds
September 30, 2021

Fund balances - total governmental funds

Amounts reported for governmental activities in the Statement of
Net Position are different because:

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

Governmental capital assets $ 5,465,972
Less accumulated depreciation (1,245,260)

Deferred tax revenues reported in the governmental funds are recognized
as revenues for the governmental activities.

Long-term liabilities are not due and payable in the current year and
therefore are not reported in the governmental funds.

Notes Payable $ {33,610)
Compensated absences {21,507)

Deferred outfiows are not receivable and net pension liabilities, deferred inflows
and total OPER liabilites are not payable in the current period and, therefore, are
not reported in the governmental funds.

Net position of governmental activities

The notes to the financial statements are an integral part of this statements.
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585,242

4,220,712

33,359

(55,117)

86,061

$ 4,870,257



City of Wallis, Texas
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended September 30, 2021

Non- Major-
Special Ravenue Security & Total Governmental
General City Park Fund Technology Funds
Revenues:
Taxes:
Property $ 466,060 % - $ - $ 466,060
Sales 147,922 - - 147,922
Franchise 51,472 - - 51,472
Mixed beverage 1,257 - . 1,257
Licenses and permits 15,867 - - 15,867
Grant revenue 1,995,575 - - 1,995,575
Fines 347,728 - 43,245 390,973
Property rentals 6,737 - - 6,737
Investment income 1,485 2,717 124 4326
QOther revenues 15,827 4,550 - 20,377
Total revenues 3,049,230 7,267 43,369 3,100,566
Expenditures:
Current:
General government 337,199 - 5,736 342,935
Public safety 618,232 - - 618,232
Highways and streets 181,444 - - 181,444
Culture and recreation - 34,059 - 34,059
Capital outlay 1,790,323 199,337 22,007 2,011,667
Debt service:
Principal 10,026 - - 10,026
Total expenditures 2,937,224 233,396 27,743 3,198,363
Excess {deficiency) of revenues
over (under) expenditures 112,706 (226,129) 15,626 (97,797)
Other financing sources (uses): )
Proceeds from sales of capital assets 10,009 - - 10,009
Proceeds from long-term debt 33,610 33,610
Contributions from component unit 16,100 - - 16,100
Transfers out (80,566} - - (80,566}
Total other financing sources (uses) (20,847) - - (20,847}
Net change in fund balances 21,859 {226,129) 15,626 (118,644)
Fund balances, beginning 32,460 646,036 25,390 703,886
Fund balances at end of year $ 124,319 % 419,907 % 41,016 % 585,242

The notes to the financial statements are an integral part of this statement.
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City of Wallis, Texas
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2021

Net changes in fund balances - total governmental funds $ (118,644)

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

Governmental funds report capital outlays as expenditures. However, in
the Statement of Activities, the costs of these assets is allocated over
their estimated useful lives and reported as depreciation expense. This
is the amount by which capital outlays exceeded depreciation in the
current period:
Expenditures for capital assets $ 2,011,667
Depreciation of capital assets (172,044} 1,839,623

The issuance of long-term debt provides current financial resources to

governmental funds, while the repayment of the principal of long-term

debt consumes the current financial resources of the governmental funds.

This amount is the net effect of these differences in the treatment of

long-term debt and related items. (23,584)

Some expenses reported in the Staterment of Activities do not require the use
of current financial resources and, therefore, are not reported as expenditures
in governmentat funds:

Compensated absences $ 4,381
Pension expense 34,164
OPEB expense (940} 37,605
Some revenues in the fund statements are not reported as revenues in the
Statement of Activities. (80,925)
Change in net position of governmental activities $ 1,654,075

The notes to the financial statements are an integral part of this statement.
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City of Wallis, Texas
General Fund
Statement of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual
For the Year Ended September 30, 2021

Actual Variance with
Budgeted Amounts GAAP Final Budget
Original Final Basis Over {Under)
Revenues:
Taxes:

Property $ 473,239 $ 473,239 § 466,060 $ (7,179)

Sales 151,085 151,085 147,922 (3,163)

Franchise 51,000 51,000 51,472 472

Mixed beverage 1,150 1,150 1,257 107

Licenses and permits 28,000 28,000 15,867 (12,133)
Grant revenue 84,430 84,430 1,995,575 1,911,145
Fines 347,800 347,800 347,728 (72}
Property rentals 1,274 71,274 6,737 (537}
Investment income 6,100 6,100 1,485 (4,615}
Other revenues 20,000 20,000 15,827 (4,173}

Total revenues 1,170,078 1,170,078 3,049,230 1,879,852

Expenditures:
Current:

General government 335,259 335,259 337,199 1,940

Public safety 651,157 651,157 618,232 (32,925)

Highways and streets 202,920 202,920 181,444 (21,476)

Capital outlay 8,000 8,000 1,790,323 1,782,323
Debt service:

Principal - - 10,026 10,024
Total debt service - - 10,026 10,026
Total expenditures 1,197,336 1,197,336 2,937,224 1,749,914

Excess (deficiency) of revenues
over (under) expenditures (27,258) (27,258) 112,706 139,964
Other financing sources {uses):
Proceeds from sale of capital assets 3,800 3,800 10,009 6,209
Proceeds from long-term debt - - 33,610 33,610
Caontributions from component unit 6,100 6,100 16,100 10,000
Transfers out - - (80,566) {80,566)
Total other financing sources (uses) 9,900 2,900 {20,847) (30,747
Net change in fund balances (17,358) (17,358} 91,859 109,217
Fund balance, beginning 32,460 32,460 32,460 -
Fund balance, ending $ 15,102 $ 15102 % 124,319 $ 109,217

The notes to the financial statements are an integral part of this statement.
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City of Wallis, Texas
Statement of Net Position
Proprietary Funds
September 30, 2021

Assets
Current assets:
Cash and equivalents
Accounts receivable, net of allowance for uncollectibles
Due from other funds
Restricted cash and cash equivalents

Total current assets

Non-Current assets:
Net pension asset

fand

Buildings and other improvements
Distribution and collection systems
Equipment

Construction in progress

Less: accumulated depreciation
Capital assets, net of accumulated depreciation

Total non-current assets
Total assets

Deferred outflows of resources
Deferred outflows related to pensions
Deferred outflows related to OPEB

Liabilities
Current liabilities:

Accounis payable
Accrued expenses
Unearned revenue
Customer deposits payable

Total current liabilities

Long-term liabilities:
Liability for compensated absences
Total OPEB liability
Total long-term liabilities

Total liabilities

Deferred inflows of resources.
Deferred inflows related to pensions

Net Position
Net investment in capital assets
Unrestricted

Total net position

The notes to the financial statements are an integral part of this statement.
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$ 137,539
76,458
251,006
54,650

519,653

32,670

9,570
1,489,496
3,464,170

323,055
12,225

5,298,516

(2,997,828)

T 2300,688
2,333,358
5 2853011

11,257
2,703

$ 20,565
4,281
161,433
56,239

242,518

4,270
11,114
15,384

257,902
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City of Wallis, Texas
Statement of Revenues, Expenses and Changes in Net Position
Proprietary Funds
For the Year Ended September 30, 2021

Enterprise
Fund
Operating revenues:
Charges for sales and services:
Water sales $ 229232
Sewer services 179,722
Garbage collection fees 165,325
Tap and reconnect fees 10,075
Penalties 11,107
Total operating revenues 595,461
Operating expenses:
Personnel costs 222,357
Purchased sanitation services 128,194
Purchased professional and technical services 26,337
Maintenance 67,965
Supplies and fuel 26,800
Utilities 42,595
Other operating expenses 14,104
Depreciation 135,021
Total operating expenses 663,373
Operating income (loss) (67,912)
Nonoperating revenues {expenses):
Grant proceeds 21,392
Interest income 309
Total nonoperating revenues {(expense) 21,701
Income {loss) before transfers (46,211)
Transfers in 80,566
Total other financing sources {uses) 80,566
Change in net position 34,355
Net position, beginning of year 2,563,826
Net position, end of the year $ 2,598,181

The notes to the financial statements are an integral part of this statement.
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City of Wallis, Texas
Statement of Cash Flows
Proprietary Funds
For the Year Ended September 30, 2021

Enterprise
Fund
Cash flows from operating activities:
Cash received from customers $ 593,992
Cash payments to suppliers for goods and services {469,083)
Cash payments to employees for services {229,231)
Net cash provided by (used in) operating activities {104,322)
Cash flows from non-capital financing activities:
Transfers in 80,566
Net cash provided by (used in) non-capital financing activities 80,566
Cash flows from capital and related financing activities:
Acquisition of capital assets (30,042)
Capital grants 182,825
Principal payments {10,026}
Net cash provided by {(used in) capital and related
financing activities 142,757
Cash flows from investing activities:
interest on cash and investments 309
Net increase in cash and equivalents 119,310
Cash and equivalents, beginning of year 72,879
Cash and eqguivalents, end of year $ 192,189
Reconciliation of cash and equivalents:
Unrestricted cash and equivalents $ 137,539
Restricted cash and investments 54,650
Total cash and equivalents $§ 192,189

The notes to the financial statements are an integral part of this statement.

19



City of Wallis, Texas

Statement of Cash Flows
Proprietary Funds
For the Year Ended September 30, 2021
Enterprise
Fund
Reconciliation of operating income ({loss) to net cash provided by
(used in) operating activities
Operating income (loss) $ (67,912)
Adjustments to reconcile to net cash provided by operating activities:
Depreciation and amortization 135,021
Increase (decrease) in cash resulting from
changes in assets and liabilities:
Accounts receivable (9,642)
Due from other funds {(171,305)
Prepaids 1.774
Deferred outflows related to pensions (9,438)
Net pension asset (14,189)
Accounts payable 6,443
Customer deposits 8,173
Net OPEB liability 5,483
Liability for compensated absences 3,089
Deferred outflows related to OPEB ' {2,362)
Deferred inflows related to pensions 10,578
Deferred inflows related to OPEB {35)
Net cash provided by (used in) operating activities $ (104,322)

The notes to the financial statements are an integral part of this statement.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

B. Basis of Presentation
Government-wide financial statements

The Statement of Net Position and Statement of Activities display information about
the reporting government as a whole. They include all funds of the reporting entity.
The effect of interfund activity, other than interfund services provided and used within
the governmental and business-type activities, has been removed from these
statements. The statements distinguish between governmental and business-type
activities. Governmental activities are generally financed through taxes,
intergovernmental revenues, and other non-exchange revenues. Business-type
activities are financed in whole or in part by fees charged to external parties for goods
or services.

The government-wide statement of activities demonstrates the degree to which the
direct expenses of a functional category (General Government, Public Safety, etc.) are
offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include charges to customers
or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment; grants and contributions that are restricted
to meeting the operational requirements of a particular function or segment; and
grants and contributions that are restricted to meeting the capital requirements of a
particular function or segment.

Fund financial statements

Fund financial statements of the reporting entity are organized into funds, each of which
is considered to be separate accounting entities. Each fund is accounted for by
providing a separate set of self-balancing accounts that constitute its assets, liabilities,
fund equity, revenues, and expenditures/expenses. Funds are organized into two major
categories: governmental and proprietary. An emphasis is placed on major funds within
the governmental and proprietary categories. A fund is considered major if it is the
primary operating fund of the City or meets the following criteria:

a. Total assets, labilities, revenues, or expenditures/expenses of that individual

governmental or enterprise fund are at least 10 percent of the corresponding total
for all funds of that category or type; and

b. Total assets, liabilittes, revenues, or expenditures/expenses of the individual
governmental fund or enterprise fund are at least 5 percent of the corresponding
total for all governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

Governmental Funds
General Fund

The General Fund is the primary operating fund of the city and is always classified as a
major fund. It is used to account for all activities except those legally or administratively
required to be accounted for in other funds.

City Park Fund

The City Park Fund is classified as a major fund and is used to account for the resources
from a trust gift of approximately 50 acres in real property and improvements.

Other Governmental Funds

Other Governmental Funds is a summation of all of the non-major governmental funds.
Proprietary Funds

Enterprise Fund

This fund is used to account for the operations of the City's utility systems, which include
water, sewer, and sanitation services.

C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe which transactions are recorded within
the various financial statements. Basis of accounting refers to when transactions are
recorded regardless of the measurement focus applied.

Measurement Focus

In the government-wide Statement of Net Position and the Statement of Activities,
both governmental and business-like activities are presented using the economic
resources measurement focus as defined in item “b” below.

In the fund financial statements, the “current financial resources” measurement focus
or the "economic resources” measurement focus is used as appropriate:

a. All governmental funds utilize a "current financial resources” measurement
focus. Only current financial assets and liabilities are generally included on
their balance sheets. Their operating statements present sources and uses of
available spendable financial resources during a given period. These funds use
fund balance as their measure of available spendable financial resources at the
end of the period.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

b. The proprietary funds utilize an "economic resources” measurement focus. The
accounting objectives of this measurement focus are the determination of
operating income, changes in net position (or cost recovery}, financial position,
and cash flows. All assets and liabilities (whether current or noncurrent)
associated with their activities are reported. Proprietary fund equity is classified
as net position.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, both
governmental and business-like activities are presented using the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when
earned and expenses are recorded when the liability is incurred or economic asset
used. Revenues, expenses, gains, losses, assets, and liabilities resulting from
exchange and exchange-like transactions are recognized when the exchange takes
place.

In the fund financial statements, governmental funds are presented on the modified
accrual basis of accounting. Under this modified accrual basis of accounting, revenues
are recognized when “measurable and available”. Measurable means knowing or
being able to reasonably estimate the amount. Available means collectible within the
current period or within sixty days after year end. Property, sales, gross receipt tax
revenues, and private reimbursement of governmental funds are recognized under
the susceptible to accrual concept. Licenses and permits, charges for services, fines,
contributions and miscellaneous revenues are recorded when received in cash, as
these revenues are not measurable and available until cash is received. Investment
income is recorded as earned since it is measurable and available. Expenditures
(including capital outlay} are recorded when the related fund liability is incurred,
except for general obligation bond principal and interest which are reported when
due. :

The proprietary funds utilize the accrual basis of accounting. Under the accrual basis
of accounting, revenues are recognized when earned and expenses are recorded
when the liability is incurred or economic asset is used. Operating revenues and
expenses for proprietary funds include activities related to providing services and
producing and delivering goods in connection with a proprietary fund’s principle
ongoing operations. Revenues and expenses that do not meet this definition are
reported as non-operating revenues and expenses.

D. Budgets

Annual appropriated budgets are adopted for the general fund and proprietary
funds. The budgets for all funds are prepared and adopted on a basis consistent with
generally accepted accounting principles, which is the same basis of accounting used
for financial reporting in these financial statements. Budgets are adopted by passage
of a budget ordinance. All annual budget appropriations lapse at fiscal year-end.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

Encumbrance accounting is a system under which purchase orders, contracts, and
other commitments for the expenditure of funds are recorded to reserve that portion
of the applicable appropriation. Encumbrances are reported as reservations of fund
balances since they do not constitute expenditures or liabilities. The City does not
employ encumbrance accounting as it feels its current system is adequate to assure
effective budgetary control and accountability and to facilitate effective cash planning
and control.

E. Cash and Investments

For the purpose of the Statement of Net Position and the Statement of Cash Flows,
“Cash and cash equivalents” consists of cash on hand, amounts in demand deposit
accounts and interest-bearing checking accounts, as well as certificates of deposits
and investments with maturities of three months or less.

F. Short-term Interfund Receivables/Payables

During the course of operations, numerous fransactions occur between individual
funds for goods provided or services rendered. These receivables and payables are
classified as “due from other funds” and "due to other funds,” respectively, on the
fund financial statements. Residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial
statements as "internal balances”.

G. Restricted Assets

Amounts in governmental funds which are legally identified for specific purposes
either by City ordinance or contractual obligation are reflected as restricted assets.
When both restricted and unrestricted resources are available for use, it is the
government’s policy to use the restricted resources first, then unrestricted resources
as they are needed.

H. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, are
reported in the applicable governmental or business-type activities columns in the
government-wide financial statements and in the fund financial statements for
proprietary funds.

The City defines capital assets as assets with an estimated useful life greater than one
year or more for land, machinery or equipment, buildings or improvements other than
buildings. All capital assets are valued at historical cost or estimated historical cost if
the actual historical cost is unavailable, except for donated capital assets which are
recorded at their estimated fair value at the date of donation. Interest incurred during
construction is not capitalized. The costs of normal maintenance and repairs that do
not add to the value of the asset or materially extend asset lives are not capitalized.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

Improvements are capitalized and depreciated over the remaining useful lives of the
related capital assets, as applicable.

Infrastructure assets (such as roads, bridges, curbs and gutters, streets and sidewalks,
and drainage systemns) purchased before October 1, 2003, have not been capitalized
and are excluded from capital assets of governmental activities.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in
the Statement of Activities, with accumulated depreciation reflected in the Statement
of Net Position. Depreciation is provided over the assets’ estimated useful lives using
the straight-line method of depreciation over the following estimated useful lives:

Buildings 40 years
[nfrastructure 30-40 years
improvements other than buildings 20 years
Machinery and equipment 3-10 years

In the fund financial statements, capital assets used in governmental operations are
accounted for as capital outlay expenditures of the governmental fund at the time of
acquisition. Capital assets used in proprietary fund operations are accounted for the
same as in the government-wide statements.

I. Compensated Absences

Compensated absences are those absences for which employees will be paid, such as
vacation and sick leave. A liability for compensated absences that are attributable to
services already rendered and that are not contingent on a specific event that is
outside the control of the City and its employees is accrued as employees earn the
rights to the benefits. Compensated absences that relate to future services or that are
contingent on a specific event that is outside the control of the City and its employees
are accounted for in the period in which such services are rendered or in which such
events take place.

In the governmental fund financial statements, compensated absences that are
expected to be liquidated with expendable available financial resources are reported
as an expenditure and fund liability in the fund that will pay for the compensated
absences. Therefore, a liability for these amounts is recognized only if they have
matured, for example, as a result of employee resignations and retirements. In the
government-wide and proprietary fund financial statements, compensated absences
are accrued as incurred.

J. Long-term Obligations

The accounting treatment for long-term debt depends on whether the assets are used
in governmental fund operations or proprietary fund operations and whether they are
reported in the government-wide or fund financial statements.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

Long-term debt is recognized as a liability of a governmental fund when due. For
other long-term obligations, only that portion expected to be financed from
expendable available financial resources is reported as a fund liability of a
governmental fund. The remaining portion of such obligations is reported in the
governmental activities column of the government-wide Statement of Net Position.
Long-term liabilities expected to be financed from proprietary fund operations are
accounted for in those funds.

K. Fund Equity
Government-wide statements
Equity is classified as net position and displayed in three components:

a. Net investment in capital assets ~ consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

b. Restricted net position - consists of net position with constraints placed on the
use either by (1) external groups such as creditors, grantors, contributors, or laws
or regulations of other governments; or (2} law through constitutional provisions
or enabling legislation.

c. Unrestricted net position - all other net position that do not meet the definition
of “restricted” or “invested in capital assets, net of related debt.”

Fund statements
Proprietary fund equity is classified the same as in the government-wide statements.

Governmental fund equity is classified as fund balance. Fund balance is further
classified as nonspendable, restricted, committed, assigned, and/or unassigned.

Classification of fund balances

The nonspendable fund balance includes the portion of net resources that cannot be
spent because of their form or because they must be maintained intact. Resources not
in spendable form include supplies inventories and prepaid items, long-term
advances to other funds net of deferred interest revenue, long-term receivable net of
deferred interest revenue, nonfinancial assets held for resale, and unrealized change
in the fair value of investments.

Some resources are spendable but are legally or contractually required to be
maintained intact. Such resources include the principal of an endowment.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

The restricted fund balance includes net resources that can be spent only for the
specific purposes stipulated by constitution, external resource providers (creditors,
grantors, and contributors), laws and regulations of other governments, or through
enabling legislation. The enabling legislation authorizes the City to assess, levy,
charge or otherwise mandate payment of resources from external resource providers;
those resources can be used only for the specific purposes stipulated in the
legislation. The City's revenue generated through enabling legislation includes
municipal court fees.

The committed fund balance includes spendable net resources that can only be used
for specific purposes pursuant to constraints imposed by formal Council actions, no
later than the close of the fiscal year. Those constraints remain binding unless
removed or changed in the same manner employed to previously commit those
resources.

The assigned fund balance includes amounts that are constrained by the City's intent
to be used for specific purposes, but are neither restricted nor committed. Such intent
should be expressed by the City Council or its designated officials to assign amounts
to be used for specific purposes, but are neither restricted nor committed. Constraints
imposed on the use of assigned amounts can be removed with no formal Council
actions. The assigned fund balance is only reported in the General Fund.

The unassigned fund balance represents spendable net resources that have not been
restricted, committed, or assigned to specific purposes.

Spending Prioritization in Using Available Resources

When both restricted resources and other resources (i.e., committed, assigned, and
unassigned) can be used for the same purpose, the City budget considers restricted
resources to be spent first.

When committed, assigned, and unassigned resources can be used for the same
purpose, the flow assumption in the City budget is to spend in the sequence of
committed resources first, assigned second, and unassigned last.

L. Interfund Transfers

Interfund services provided and used are accounted for as revenues, expenditures, or
expenses. Transactions that constitute reimbursements to a fund for
expenditures/expenses initially made from it that are properly applicable to another
fund are recorded as expenditures/expenses in the reimbursing fund and as
reductions in expenditures/expenses in the fund that is reimbursed.

All other interfund transactions, except interfund services provided and used and
reimbursements, are reported as transfers.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

M. Pensions

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

N. Other Post-employment Benefits

The City participates in the cost sharing multiple-employer defined benefit
group-term life insurance plan operated by the Texas Municipal Retirement System
(TMRS}) known as the Supplemental Death Benefits Fund {SDBF). The City elected, by
ordinance, to provide group-term life insurance coverage to both current and retired
employees. The City may terminate coverage under and discontinue participation in
the SDBF by adopting an ordinance before November 1 of any year to be effective the
following January 1.

Note 2. Legal Compliance - Budgets

In June of each year, all departments of the City submit requests for appropriations to
the City Administrator so that a budget may be prepared. The City Administrator has
uttimate responsibility for the budget and formulates the budget goals for the City
under the direction of the City Council. The budget is prepared by fund, department,
and activity, and includes information on the past year, current year estimates, and
requested appropriations for the next fiscal year.

In compliance with the state’s uniform budget law, the City Administrator files the
proposed budget with the City Secretary and City Council before the 30th day prior to
the date the City adopts its tax levy for the fiscal year. Once filed, the proposed
budget is available for inspection by the public. The City is required to hold a public
hearing on the proposed budget not less than 15 days after the budget is filed with
the City Secretary and prior to the date the Council makes the tax levy. The City
publishes notice of the public hearing in the official newspaper not more than 30 days
and not less than 10 days before the hearing. Once the hearing is concluded and
before adopting the proposed budget, the Council may make any changes it
considers warranted by law or in the best interest of the taxpayers. The annual
operating budget is then adopted through passage of an annual budget ordinance.
Upon approval by the Council, the annual budget document becomes a matter of
public record which is available for use and inspection by all interested persons and
organizations. [t is filed with the City Secretary.
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City of Wallis, Texas
Notes to Basic Financial Statements
September 30, 2021

The legal level of budgetary control is the department. Therefore, expenditures may
not legally exceed budget appropriations at the department level.

Expenditures/Expenses in Excess of Appropriations

General fund expenditures/expenses exceeded appropriations at the legal level of
budgetary control by $1,782,323 for capital outlay and $10,026 for long-term debt
principal.

Note 3. Deposits and Investments

Custodial credit risk

Custodial credit risk is the risk that, in the event of the failure of a depository financial
institution, the government's deposits may not be returned to it. The City has a
depository policy for custodial risk incorporated into its depository contracts. Of the
bank and certificates of deposit balances, $500,000 was covered by federal
depository insurance and $1,778,991 was collateralized with securities held by the
pledging financial institution's trust department or agent in the City's name.

Note 4. Restricted Assets

At September 30, 2021, restrictions on cash and investments were as follows:

Wallis
Economic
Governmental  Proprietary  Development
Funds Funds Corporation

Cash and Investments
Restricted for:
City park $ 463320 $ - $ ;
Building security and technology 41,016 - -
Economic development - - 317,036
Utility deposits - 54,650 -

$ 504336 § 544650 § 317,036
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Note 5. Receivables

Receivables at September 30, 2021, consist of the following:

Governmental Funds Proprietary Funds
Receivables:
Taxes:
Property $ 44,282 $ -
Sales 44 838 -
Accounts - 84,878
Grants 82,447 ' -
Less:
Allowance for uncollectibles (8,873) (8,420)
Net total receivables $ 162,694 $ 76,458

Property taxes attach as an enforceable lien on property as of February 1. Taxes are
levied on October 1 and are payable by January 31. After which time they become
delinquent, and penalties and interest may be assessed by the City.

Note 6. Capital Assets

Capital asset activity during the year ended September 30, 2021, was as follows:

Beginning Additions/ Retirements/ Ending
) Balance Completions  Adjustments Balance
Governmental activities
Capita)l assets not being depreciated
lLand $ 3M,030 9% - % - % 341,030
Construction in Progress 189,643 1,778,335 - 1,967,978
Total capital assets not being depreciated 530,673 1,778,335 - 2,309,008
Capital assets being depreciated
Buildings and improvernents 1,740,346 129,224 - 1,869,570
Infrastructure 549,870 - - 549,870
Vehicles 347,619 48,439 55,160 340,898
Furniture and Equipment 344,331 55,669 3,374 396,626
Total at historical cost 2,982,166 233,332 58,534 3,156,964
Less accumulated depreciation 1,131,750 172,044 58,534 1,245,260
Total capital assets being depreciated, net 1,850,416 61,288 - 1,911,704
Governmental activities capital assets, net $ 2,381,089 % 1839623 $ - $ 4,220,712

31



City of Wallis, Texas
Notes to Basic Financial Statements

September 30, 2021
Beginning Additions/ Retirements/ Ending
Balance Completions  Adjustments Balance

Business-type activities
Capital assets not being depreciated

tand % 9570 % - 3% - 2,570
Construction in progress - 12,225 - 12,225
Total capital assets not being depreciated 9,570 12,225 - 21,795
Capital assets being depreciated
Buildings and improvements 11,973 - - 11,973
Furniture and Equipment 25,434 1,698 - 27,131
Machinery and equipment 215,117 16,121 13,223 218,015
Vehicles 73,877 - - 73,877
Water and Sewer System 4,945,725 - - 4,945,725
Total at historical cost 5,272,126 17,819 13,223 5,276,721
Less accumulated depreciation 2,876,030 135,021 13,223 2,997,828
Total capital assets being depreciated, net 2,396,096 (117,202} - 2,278,893
Business-type activities capital assets, net $ 2,405,666 $ (104977 % - $ 2,300,688
Beginning Additions/ Retirernents/ Ending
Balance Completions  Adjustments Balance
City of Wallis Development Corporation
Capital assets not being depreciated
Land 5 58,982 % - % 21920 § 37,062
Total capital assets not being depreciated 58,982 - 21,920 37,062
City of Wallis Development Corporation
capital assets, net $ 58,982 % - % 21920 % 37,062

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

General government $ 50,516
Streets 20,733
Public Safety 49,079
Culture and recreation 51,715
Business-type 135,021

$ 307,065

Note 7. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The City participates in the Texas Municipal League Intergovernmental Risk
Pool for its insurance and pays a quarterly premium to the Pool. The Pool is intended
to be self-sustaining through member premiums and reinsures through commercial
companies for excessive claims. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.
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requires 13 quarterly payments of $1,925 beginning in February 2022. The total
liability has been recorded in the general fund as of September 30, 2021.

Note 12.
Pension Plans

A. Plan Description

The City participates as one of 895 plans in the nontraditional, joint contributory,
hybrid defined benefit pension plan administered by the Texas Municipal Retirement
System (TMRS). TMRS is an agency created by the State of Texas and administered in
accordance with the TMRS act, Subtitle G, Title 8, Texas Government Code (the TMRS
Act) as an agent multiple-employer retirement system for municipal employees in the
State of Texas. The TMRS Act places the general administration and management of
the System with a six-member Board of Trustees. Although the Governor, with the
advice and consent of the Senate, appoints the Board, TMRS is not fiscally dependent
on the State of Texas.

TMRS's defined benefit pension plan is a tax-qualified plan under Section 401 (a) of
the Internal Revenue Code. TMRS issues a publicly available comprehensive annual
financial report (CAFR) that can be obtained at www.tmrs.com.

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

B. Benefits Provided

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

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

Plan Year
2019 2020

Employee Deposit Rate 6% 6%
Matching Ratio (City to Employee) tot Tto1
A member is vested after 10 years 10 years
Service retirement eligibility :
{expressed as age/years of service) 60/1¢, 6/20 60/10, 0/20

0 3 9, 1
Updated Service Credit 100% repeating, 100% repeating,

transfers transfers
Annuity Increase {to retirees) 0% of CPl repeating 0% of CPl repeating

Employees covered by benefit terms.

At the December 31, 2020 evaluation and measurement date, the following
employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receivng benefits 7
Inactive employees entitled to but not yet receiving benefits 20
Active employees 16

43

C. Contributions

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

Employees for the City were required to contribute 5% of their annual gross eamings
during the fiscal year. The required contribution rates for the City were 2.40% and
2.27% in calendar years 2020 and 2021, respectively. The city's contributions to TMRS
for the year ended September 30, 2021, were $42,868, and were equal to the
required contributions.

D. Net Pension Liability

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

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

Inflation 2.5% per year
Overall payroll growth 3.5% to 11.5% including inflation
[nvestment rate of return  6.75%

Salary increases were based on a service-related table. Mortality rates for active
members, retirees, and beneficiaries were based on the gender-distinct RP2000
Combined Healthy Mortality Table, with male rates multiplied by 109% and female
rates multiplied by 103%.

For cities with fewer than twenty employees, more conservative methods and
assurnptions are used. First, lower termination rates are used for smaller cities, with
maximum multipliers of 75% for employers with less than 6 members, 85% for
employers with 6 to 10 members, and 100% for employers with 11 to 15 members
and 110% for employers with less than 100 members.

There is also a load on the life expectancy for employers with less than 15 active
members. The life expectancy will be loaded by decreasing the mortality rates by 1%
for every active member less than 15. For example, an employer with 5 active
members will have the baseline mortality tables multiplied by 90% (10 active
members times 1%). The rates are projected on a fully generational basis by scale BB
to account for future mortality improvements. For disabled annuitants, the gender-
distinct RP2000 Disabled Retiree Mortality Table is used, with slight adjustments.

Actuarial assumptions used in the December 31, 2019, valuation were based on the
results of actuarial experience studies. The experience study in TMRS was for the
period December 31, 2014 through December 31, 2018, first used in the December
31, 2019 valuation. Healthy post-retirement mortality rates and annuity purchase rates
were updated based on a Mortality Experience Investigation Study covering 2009
through 2011, and dated December 31, 2013. These assumptions were first used in
the December 31, 2013 valuation, along with a change to the Entry Age Normal (EAN)
actuarial cost method.

Assumptions are reviewed annually. Plan assets are managed on a total return basis
with an emphasis on both capital appreciation as well as the production of income, in
order to satisfy the shortterm and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments is 6.75%. The
pension plan’s policy in regard to the allocation of invested assets is established and
may be amended by the TMRS Board of Trustees. Plan assets are managed on a total
return basis with an emphasis on both capital appreciation as well as the production
of income, in order to satisfy the shortterm and long-term funding needs of TMRS.
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The long-term expected rate of return on pension plan investments was determined
using a building-block method in which best estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expense and
inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected
inflation. The target allocation and best estimates of arithmetic real rates of return for
each major asset class are summarized in the following table:

Long-Term Expected
Real Rate of Return

Asset Class Target Allocation {Arithmetic)
Global Equity 30.0% 5.30%
Core Fixed Income 10.0% 1.25%
Non-Core Fixed [ncome 20.0% 4.14%
Real Return 10.0% 3.85%
Real Estate 10.0% 4.00%
Absolute Return 10.0% 3.48%
Private Equity 10.0% 7.75%
Total 100.0%
Discount Rate

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

increase (Decrease)

Changes in the Net Pension Liability/{Asset) Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability/(Asset)
(a) (b) (a)- (D)
Balance at 12/31/2019 $ 1215823 % 1,350,614 3§ (134,791)
Changes for the year:
Service Cost 63,233 - 63,233
Interest 81,216 - 81,216
Difference between expected and actual experience 29,913 - 29,913
Contributions - employer - 41,307 (41,307}
Contributions - employee - 42,677 (42,677}
MNet investment income - 103,109 {103,109}
Benefit payments, including refunds of employee contributions (88,478) {88,478} -
Administrative expense - (663) 643
Cther charges - (26) 26
Net changes 85,884 97,926 {12,042)
Balance at 12/31/2020 $ 1,301,707 % 1,448,540 § (144,833)
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Sensitivity of the net position liability (asset) to changes in the discount rate

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

1% Decrease in 1% Increase in
Discount Rate {5.75%)  Discount Rate (6.75%)  Discount Rate (7.75%)
City's net pension liability/(asset) $ 7827 % (146,833) § {275,386)

Pension Plan Fiduciary Net Position

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

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

For the year ended September 30, 2021, the City recognized pension
expense/(benefit) of ($2,877).

At September 30, 2021, the city reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred Deferred
Qutflows of Resources Inflows of Resources

Differences between expected and 19,875 % 3,262
actual economic experience
Changes in acturial assumptions - 5,963
Difference between projected and
actual investment earnings - 39,710
Contributions subsequent to the
measurement date 30,718 -

Total $ 50,593 % 48,935

An amount of $30,718 reported as deferred outflows of resources related to pensions
resulting from contributions subsequent to the measurement date will be recognized
as a reduction of the net pension liability for the year ending September 30, 2022.
Other amounts reported as deferred outflows and inflows of resources related to
pensions will be recognized in pension expense as follows:
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Year ended December 31:
2021 $ (9,644)
2022 5,868
2023 {22,897)
2024 (2,387)
Total $ (29,060)

Note 13. Other Post-Employment Benefits (OPEB)
A. Plan Description

The City also participates in the cost sharing multiple-employer defined benefit
group-term life insurance plan operated by the Texas Municipal Retirement System
("TMRS") known as the Supplemental Death Benefits Fund ("SDBF"). The City elected,
by ordinance, to provide group-term life insurance coverage to both current and
retired employees. The City may terminate coverage under and discontinue
participation in the SDBF by adopting an ordinance before November 1 of any year to
be effective the following January 1.

B. Benefits Provided

The death benefit for active employees provides a lump-sum payment approximately
equal to the employee's annual salary (calculated based on the employee’s actual
earnings, for the 12-month period preceding the month of death); retired employees

are insured for $7,500; this coverage is an "other postemployment benefit”, or
*OPEB".

Employees covered by benefit terms.

At October 1, 2020, the effective date of the most recent OPEB valuation, the
following employees were covered by the benefit terms:

inactive employees or beneficiaries currently receivng benefits 5
Inactive employees entitled to but not yet receiving benefits 3
Active employees 16

24

C. Contributions and Actuarial Information

The City contributes to the SBDF as a contractually required rate as determined by an
annual actuarial valuation. The rate is equal to the cost of providing one-year term life
insurance. The funding policy for the SDBF program is to assure that adequate
resources are available to meet all death benefit payments for the upcoming year, the
intent is to pre-fund retiree term life insurance during employees” entire careers. No
assets are accumulated in a trust as defined by paragraph 4 of GASB Statement No.
75.
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The total supplemental death benefit (“SDB”) contribution rates were 0.02% and
0.21% for calendar years 2020 and 2021, respectively. The City's contributions for the

year ended September 30, 2021 were $1,516 and were equal to the required
contributions.

D. Total OPEB Liability

The City's total OPEB liability of $49,949 was measured as of December 31, 2020, and
was determined by an actuarial valuation as of December 31, 2019.

Actuarial Assumptions

The total OPEB in the December 31, 2019 actuarial valuation was determined using
the following actuarial assumptions as of the December 31, 2020 measurement date:

Inflation 2.5% per year
Salary Increases 3.5% to 11.5% including inflation
Discount Rate 2.00%

Salary increases were based on a service-related table. Mortality rates for service
retirees are based on the 2019 Municipal Retirees of Texas Mortality Tables. Mortality
rates for healthy retirees and beneficiaries are based on the Gender-distinct 2019
Municipal Retirees of Texas mortality tables. The rates are projected on a fully
generational basis by Scale UMP to account for future mortality improvements. For
disabled annuitants, the same mortality tables for healthy retirees is used with a 4-year
set forward for males and a 3-year set-forward for females. The rates are projected on
a fully generational basis by Scale UMP to account for future mortality improvements
subject to the floor.

Actuarial assumptions used in the December 31, 2019 valuation were based on the
results of actuarial experience studies. The experience study in TMRS was for the
period December 31, 2014 through December 31, 2018. Healthy post-retirement
mortality rates and annuity purchase rates were updated based on a Mortality
Experience Investigation Study covering 2009 through 2011, and dated December
31,2013,
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Changes in the Total OPEB Liability

Total OPEB
Liability
Balance at 12/31/2019 $ 40,527
Changes for the year:
Service Cost 1,565
Interest 1,134
Difference between expected and actual experience 63
Changes of assumptions 6,802
Benefit payments, including refunds of employee contributions {142)
Net changes 2,422
Balance at 12/31/2020 $ 49,949

Sensitivity of the total OPEB liability to changes in the discount rate

The following presents the total OPEB liability of the City, calculated using the
discount rate of 2.00%, as well as what the City's total OPEB liability would be if it were
calculated using a discount rate that is 1 percentage point lower (1.00%) or 1
percentage point higher (3.00%) than the current rate.

1% Decrease in 1% Increase in
Discount Rate (1.00%}  Discount Rate (2.00%}  Discount Rate (3.00%)
City's total OPEB liability $ 61,594 § 49949 % 41,129

E. Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

For the year ended September 30, 2021, the City recognized OPEB expense of
$5,542. At September 30, 2021, the City reported deferred outflows and inflows of
resources related to OPEB from the following sources:

Deferred Deferred
QOutflows of Resources  Inflows of Rescurces

Differences between expected and
actual economic experience $ 249 § -
Changes in acturial assumptions 10,822 -
Contributions subsequent to the
measurement date 1,076 -

Total $ 12,147 § -

Amounts reported as deferred outflows and inflows of resources related to other
postemployment benefits will be recognized in OPEB expense as follows:
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Year ended December 31:

2021 $ 2444
2022 2,444
2023 2,209
2024 2,299
2025 1,675
Total $ 11,071

Note 14. Conduit Debt

Wallis Cultural Education Facilities Finance Corporation (WCEFFC) and Wallis
Education Facilities Finance Corporation (WEFFC) have issued tax-exempt revenue
bonds or term loan agreements on behalf of various other entities in the form of
conduit debt. WCEFFC and WEFFC have no obligation for the debt which is
considered to be special and limited obligations payable solely from the revenues of
the borrowers.

The following conduit debt has been issued:

Date of o Amount of

lssuance Issuer Issued on Behalf of Original Issue
September 2008 WCEFFC  Crown of Life Lutheran Church of Colleyville, TX $2,420,000
January 2010 WCEFFC  The Young Men's Christian Association of Austin $7,500,000

Franco American Educational Society

April 2011 WEFFC d/b/a Saint Joseph Academy $5,350,000
December 2012 WEFFC Covenant Christian School $2,000,000
July 2013 WCEFFC  Head Start of Greater Dallas, Inc. $1,8%90,000
Qctober 2013 WEFFC Manara Academy, Inc. $3,400,000
July 2014 WCEFFC  San Antonio Christian Schools $7,349,600
January 2015 WEFFC Liberty Educational Ministries, Incorporated $10,000,000
December 2016 WEFFC Hardin-Simmons University $10,000,000
April 2017 WEFFC Goodwill Industries of Fort Worth $10,000,000
December 2018 WEFFC Dallas International School $6,453,500
October 2019 WCEFFC  Austin Habitat for Humanity, Inc. $7,500,000
September 2020 WCEFFC  Headwaters School $7,250,000

Note 15. Contingent Liabilities

Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of
expenditures which may be disallowed by the grantor cannot be determined at this
time although the City expects such amounts, if any, to be immaterial.
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Note 16. Related Party Transactions
In 2021, the City paid $41,653 to a council member's business for construction work.
Note 17. Subsequent Events

In October 2022, Council approved the purchase of limestone and fabric materials for
park improvements in an amount up to $20,000.

In November 2022, the EDC approved the purchase of land in the amount of $30,000.

In January 2023, the City approved the purchase of smart water meters using the
funds from the America Rescue Plan in the amount of $298,615.

In December 2022, the City approved the purchase of zero turn lawnmowers in the
amount of $31,405. The City financed the purchase through a note with its depository
over a four year term.
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CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

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

We have audited 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 governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Wallis, 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, and have issued our report
thereon dated December 7, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City's
internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the City's internal control. Accordingly, we do not express an opinion
on the effectiveness of the City's internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. We
considered the deficiencies described in the accompanying schedule of findings and
questioned costs as 2021-001, 2021-002, and 2021-003 to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance. We consider the deficiencies described in the
accompanying schedule of findings and questions costs as 2021-004, and 2021-005 to be
significant deficiencies.

49

2707 SOUTH MARKET STREET, BRENHAM, TX 77833 | 979.836.6131 | 979.830.8131F



Report on Compliance and Other Matters

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

City of Wallis, Texas’ Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on
City of Wallis, Texas' response to the findings identified in our audit and described in the
accompanying schedule of findings and questioned costs. City of Wallis, Texas’ response
was not subjected to the other auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on the response.

Purpose of this Report

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

Brenham, Texas

December 7, 2023 S-EA.M SJMW
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CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

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

Report on Compliance for Each Major Program

We have audited the City of Wallis, Texas' compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on each of the City of Wallis, Texas' major federal
programs for the year ended September 30, 2021. The City of Wallis, Texas' major federal
programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the
terms and conditions of its federal awards applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of the City of Wallis,
Texas' major federal programs based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in accordance
with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; the audit 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). Those standards and the
Uniform Guidance require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City of Wallis,
Texas' compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for

each major federal program. However, our audit does not provide a legal determination
of the City of Wallis, Texas’ compliance.
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Opinion on Each Major Federal Program

In our opinion, the City complied, an all material respects with the types of compliance
requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended September 30, 2021.

Report on Internal Control over Compliance

Management of the City of Wallis, Texas is responsible for establishing and maintaining
effective internal controls over compliance with the types of compliance requirements
referred to above. In planning and performing our audit of compliance, we considered the
City of Wallis, Texas' internal control over compliance with the types of requirements that
could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the City of
Wallis's internal control over compliance.

A deficiency in internal controf over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and correct, noncompliance
with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency
in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose
described in the Auditor’s Responsibilities for the Audit of Compliance section above and
was not designed to identify all deficiencies in internal control over compliance that might
he material weaknesses or significant deficiencies in internal control over compliance and
therefore, material weaknesses or significant deficiencies may exist that were not
identified. However, as discussed below we did identify a certain deficiency in internal
control over compliance that we consider to be a material weakness.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and correct, noncompliance
with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. We consider the
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deficiency in internal control over compliance described in the accompanying schedule of
findings and questioned costs as item 2021-006 to be a material weakness.

The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing
based on the requirements of the Uniform Guidance. Accordingly, this report is not
suitable for any other purpose.

Brenham, Texas

December 7, 2023 Secn Sbsstar
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CITY OF WALLIS, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SEPTEMBER 30, 2021

SUMMARY OF AUDIT RESULTS

1.

8.

9.

The auditor's report expresses an unmodified opinion on whether the financial
statements of the City of Wallis, Texas were prepared in accordance with
GAAP.

Material weaknesses and significant deficiencies relating to the audit of the
financial statements are reported in the Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards.

No instances of noncompliance material to the financial statements of the City of
Wallis, which would be required to be reported in accordance with Government
Auditing Standards, were disclosed during the audit

One material weakness in internal control over major federal award programs
disclosed during the audit is reported in the Schedule of Findings and
Questioned Costs.

The auditor's report on compliance for the major federal award programs for the
City expresses an unmodified opinion on all major federal programs.

There are no audit findings that are required to be reported in accordance with 2
CFR section 200.516{a) reported in this schedule.

The programs tested as major programs were:
» U.S. Department of Housing and Urban Development ALN 14.228.
The threshold for distinguishing Types A and B programs was $750,000.

The City did not qualify as a low-risk auditee.

FINDINGS- FINANCIAL STATEMENT AUDIT

2021-001

Segregation of duties -~ municipal court

Condition and Criteria: The Municipal Court Clerk posts all ¢itations to the municipal court
software, receives and records municipal court payments, prepares municipal court
deposits, and prepares municipal court monthly fine reports and quarterly remittance
reports for submission to the State of Texas. To mitigate risk, deposits are taken to the
bank by a police officer, adjustments are reviewed by the municipal court judge, and the
Finance Clerk prepares the remittance payment based on the quarterly remittance report
and submits it to the State of Texas.
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prevented, or detected and corrected on a timely basis.

Recommendation: We recommend that a complete capital asset listing be maintained
and regularly updated.

Response: The recommended procedures will be implemented.
FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT
Material Weakness

2021-006 Federal Award Policies and Procedures

Condition and Criteria: The City does not have written policies, procedures, and standards of
conduct for federal awards as required by Title 2 U.S. Code of Federal Regulations Part 20,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance) Subparts D- Post Federal Award Requirements and E-Cost
Principles. The Uniform Guidance requires the City to have written policies, procedures and
standards of conduct for federal awards.

Cause: The City was unaware of a requirement to have written policies and procedures
meeting these requirements.

Effect: The requirements of Subparts D-Post Federal Award Requirement sand E-Cost
Principles may not be followed.

Recommendation: The City should establish written policies, procedures, and standards of
conduct for federal awards in accordance with the Uniform Guidance.

Response: The City will establish procurement policies and procedures to include federal
contract provisions and will establish and adopt written policies for federal awards.
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CITY OF WALLIS, TEXAS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED SEPTEMBER 30, 2021

None
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CITY OF WALLIS, TEXAS
Notes to the Schedule of Expenditures of Federal and State Awards

Note 1: Basis of Presentation

The accompanying schedule of expenditures of federal and state awards includes the federal and
state grant activity of the City and is presented on the modified accrual basis of accounting.

Note 2: Indirect Cost Rate

The City of Wallis has not elected to use the 10% de minimis indirect cost rate allowed under the
Uniform Guidance.
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