
 

REGULAR CITY COUNCIL MEETING 
March 27, 2023 at 6:00 PM 

City Council Chambers 
1600 Avenue M, Hondo, TX 

 
AGENDA 

  
Notice is hereby given that a Regular City Council Meeting of the governing body of the 
City of Hondo will be held March 27, 2023 at 6:00 p.m. in the City Council Chambers, 
City Hall at 1600 Avenue M, Hondo, Texas, for the purpose of discussing matters 
incident and related to the City of Hondo. The following items will be discussed, to-wit: 
 
The public may also access the meeting remotely through video/conference from your 
computer, tablet or smart phone at: https://boxcast.tv/channel/aetaajdf64jalxx20o9a 
 
Persons may submit questions or comments for items on the agenda by email to: 
sreyes@hondo-tx.org.  Questions or comments submitted by email must be received by 
the city at least 1 hour prior to the scheduled start of the meeting in order to be presented 
to the City Council during the meeting 
  
1. Call to order. 
    
2. Quorum check. 
    
3. Invocation by 
    
4. Pledge of Allegiance.  
    
5. Citizens’/Public Comments: Persons who desire to address the City of Hondo City 

Council will be received at this time.  Those persons wishing to speak should 
complete a Public Comment Form and submit it to the City Secretary prior to the 
meeting. If the speaker wishes to comment on a particular agenda item, then the 
speaker should indicate such item(s) to on the form. Public comment is limited to 3 
minutes per speaker. Speakers must conduct themselves in a civil manner. In 
accordance with the Texas Open Meetings Act, the City of Hondo City Council 
cannot deliberate or take action on items not listed on the meeting agenda.   

    
PRESENTATIONS 
 
6. City Manager's Report. 
    
7. Public Works Report. 
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CONSENT 
 
8. Discuss and consider approving the minutes from March 13, 2023. (SueAnn Reyes) 
    
OTHER BUSINESS 
 
9. Discuss and consider approving the Annual Comprehensive Financial Report 

(Audit) FY2022. (Chris Hill & Chris Pruitt, PB&H) 
    
10. Hold a public hearing and reconsider a request from Gilbert Sandoval, for a Specific 

Use Permit to allow for a Tattoo/Body Piercing Parlor to be located at 1208 18th 
Street Hondo, TX 78861. The legal description being, Hondo Block 15 Lot 7 & 8 in 
part. In accordance with the Unified Development Code, Chapter 3, Section 3.12.3. 
Any person, firm or corporation, either as landowner or tenant, may request the use 
of property which requires a Specific Use Permit. A Specific Use Permit may be 
granted after application has been properly made and a public hearing before the 
Planning and Zoning Commission and the City Council has been 
conducted.  (Jessica Carpenter) 

    
11. Discussion and possible action regarding a proposal from Gallagher to conduct a 

comprehensive compensation and benchmarking study. (Scott Albert & Erik 
Smetana)       

    
12. Discuss and consider the 18th Street Sidewalk Project. (Second Phase) (Rene 

Saenz) 
    
EXECUTIVE SESSION 
 
13
. 

Executive Session:  The City Council of the City of Hondo may convene in Executive 
Session in accordance with the Texas Open Meetings Act, Texas Government 
Code:   

Section 551.071(1) (A) and (2) (Consultations with Attorney) and Section 551.072 
(Deliberations about Real Property), Section 551.074 (Personnel Matters), 
Section 551.076 (Deliberations about Security Devices), or Section 
551.087  (Deliberations  Regarding  Economic  Development  Negotiations);Sect
ion 551.086 (Meeting concerning municipally owned utility-competitive matters); 

    
  

a. Discussion regarding private investment in and around the airport 
property. (Scott Albert & Peter Kirsch)  

      
  

b. Discussion regarding Hondo Creek Farm. (Scott Albert & Patrick 
Lindner)  

      
  

c. Discussion regarding Cemetery Business and Master Plan Proposal by 
LEES+Associates. (Lora Socarras) 

      
  

d. Update regarding C.H.A.S.M.Fest negotiations. (Lora Socarras) 
      
  

e. Discussion regarding the residential demolition permit for 413 16th 
Street. ( Bobby Vela) 
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f. Discussion regarding the annual performance evaluation of the City 

Manager. (Mayor McAnelly)  
      
14. Discuss and consider appropriate action on items resulting from Executive Session. 
    
15. Adjourn. 
    
 
  ATTEST: 

 
 
SueAnn Reyes, TRMC 
City Secretary 
 
The City Council of the City of Hondo reserves the right to convene in Executive 
Session in accordance with the Texas Open Meetings Act, Texas Government 
Code: Section 551.071 (Consultations with Attorney), Section 551.072 
(Deliberations about Real Property), Section 551.074 (Personnel Matters), Section 
551.076 (Deliberations about Security Devices), or Section 551.087 (Deliberations 
Regarding Economic Development Negotiations) on any of the above items. 

     
NOTICE OF ASSISTANCE AT PUBLIC MEETINGS 

The City of Hondo City Council Meetings is available to all persons regardless of 
disability.  If you require special assistance, contact the City Secretary forty-eight (48) 

hours prior to the meeting time at 830-426-3378. 
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City Council Communication 
Title: City Manager's Report. 

Date: March 27, 2023 From:  

 
INFORMATION:  
   
FINANCIAL IMPACT:  
   
STAFF RECOMMENDATION:  
   
MOTION:  
   
ATTACHMENTS: 
None 
   
STAFF CONTACTS:  
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Working together to build the future for Hondo

Public Works Department
City Council Update

I. Water Tower Lighting Project Update

II. New Fountain Road Chip Seal Update from County

III. Pre-Construction meeting to be scheduled/Sidewalk Project (1st Phase).

IV. Ave. V infrastructure update
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City Council Communication 
Title: Discuss and consider approving the minutes from March 13, 2023. (SueAnn Reyes) 

Date: March 27, 2023 From: Sue Ann Reyes 

 
INFORMATION: 
Regular City Council Meeting minutes from March 13, 2023.  
   
FINANCIAL IMPACT: 
None 
   
STAFF RECOMMENDATION: 
Approval of March 13, 2023 Regular City Council meeting minutes. 
   
MOTION: 
Motion to approve the minutes from the March 13, 2023 Regular City Council meeting. 
   
ATTACHMENTS: 
1. 03-13-2023 Draft Minutes 
   
STAFF CONTACTS: 
SueAnn Reyes, TRMC 
City Secretary 
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MINUTES
CITY OF HONDO

REGULAR CITY COUNCIL MEETING
February 27, 2023 at 6:00 p.m.

1. Called the meeting to order. 
Mayor McAnelly called the meeting to order at 6:00 p.m.

2. Quorum check.
Mayor John McAnelly, Mayor Pro Tem Bobby Vela, Council Member Jose “Porky” Ytuarte, Council 
Member Brett Williams, Council Member Wesley Huesser, Council Member John E. Villa.

Absent:  None

Staff Present: City Manager Scott Albert, City Attorney Molly Solis, City Secretary Sue Ann Reyes, 
IT Network Administrator Josh Rodriguez, IT Support Specialist Adolfo Tellez, Public Information 
Officer Jamie Kindred, Public Works Director Rene Saenz, Director of Parks and Recreation Lora 
Socarras, Director of Aviation Ryan Elder, Development Services Director Jessica Carpenter, 
Chief Financial Officer Chris Hill, 

3. Invocation by Pastor Steve Peyton, St. Paul Lutheran Church. 

4.    Pledge of Allegiance.

5. Citizens’/Public Comments: Persons who desire to address the City of Hondo City Council will be 
received at this time.  Those persons wishing to speak should complete a Public Comment Form 
and submit it to the City Secretary prior to the meeting. If the speaker wishes to comment on a 
particular agenda item, then the speaker should indicate such item(s) to on the form. Public 
comment is limited to 3 minutes per speaker. Speakers must conduct themselves in a civil manner. 
In accordance with the Texas Open Meetings Act, the City of Hondo City Council cannot deliberate 
or take action on items not listed on the meeting agenda)

Chavel Lopez, 1002 Avenue S, Hondo, expressed the need for a rebate program for electric 
customers since the rates were raised it would be good to have a rebate program for energy star 
appliances.  The City could give a $100 rebate back to the electric customer.  He also stated a 
solar farm would be a good investment and lower the rates for customers in the future.  He also 
suggested a climate plan proposal.  He felt the climate change was affecting the whole planet and 
a plan would be useful.  

PRESENTATIONS

6. Years of Service Awards. (Mayor McAnelly)

Mayor McAnelly presented years of services awards for Ryan Elder, 5 years; Sergeant Juan 
Martinez, 10 years; Gilbert Contreras, 15 years and Henry Torres; 20 years.  

7. City Manager’s Report. (Scott Albert)

City Manager Scott Albert stated the Starbucks Project Starbucks project site planning, 
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construction plans were approved, but there was no start date yet. There were a few drainage 
issues that needed to be resolved and they could move forward.  The James Avery Project to 
double the size of manufacturing was currently in the design phase. The Boise Cascade Project 
was also in the design phase. Mr. Albert stated at the next council meeting, staff would be 
presenting a contract from TRC Engineering to begin the engineering on the 18th Street Sidewalk 
Project. The engineering work on rehab clarifiers at the wastewater treatment plant had begun. 
The City received a grant for $350,000.00 and were matching that grant was $55,000.00 
Construction on rehabbing the clarifiers should start by the end of the summer. Mr. Albert extend 
his condolences on behalf of the City to Jerry Busby's family on his recent passing and a memorial 
service would be held at the golf course at 4:00 p.m. on Saturday afternoon.

 Councilman Vela asked if the comprehensive study could be added on the next agenda, as he 
would like to see it move forward.  

8. Public Works Report. (Rene Saenz)

Mayor McAnelly asked if the Council wanted to continue to receive the detailed work order report 
of if the summary was sufficient.  Councilmen Williams and Vela stated the summary was sufficient 
for them.

Director of Public Works, Rene Saenz gave an overview of the work orders received noting 136 
closed work orders.  He stated there was an average of about 150 work orders every two weeks.

Councilman Ytuarte asked who was responsible for the fence along the railroad tracks.  Mr. Saenz 
stated Union Pacific Railroad was responsible.  He stated he met with them in the past and told 
them about the gaps in the fence.  Councilman Ytuarte stated it was compromised even more.  
Mr. Saenz stated the railroad had stated they were going to fix it.  He stated he and Mrs. Socarras 
would make contact again.   

Councilman Ytuarte asked why they were asked about the work order report.  Mayor McAnelly 
stated his question was if the Council wanted to continue the detailed work order report or just the 
summary.  Councilman Vela stated the work order report was requested three or four years ago 
when staff was way behind on work orders and Council wanted to get a handle on it and push 
staff to get caught up.  Council was being reactive and now they were being proactive and did not 
need a need for it.  If Councilman Ytuarte wanted the report, it could be emailed to him, as he 
knew it was important to him.  Mr. Saenz stated he would email him the report.  Councilman Villa 
stated if Mr. Saenz was going to generate the report anyway why not just go ahead and keep it.  
Councilman Williams stated he would like to see things that were an issue, not day-to-day 
operations.  

Mr. Saenz stated staff had submitted their application for the Clean Water and Drinking Water 
State Revolving Fund.  For the waste water it was $39.7 million and the water it was $13.4 million.  
He stated he had a meeting with TxDot who also had federal funds for sidewalks and they liked 
the project staff proposed.  He stated TxDot also wanted to include bike lanes and the funds 
available were $3.2 million.  Mr. Saenz gave a street improvement report that included 31st Street, 
Avenue G, 33rd Street and he include Avenue V. Councilman Vela stated there were was a lot of 
utility work that needed to be done on Avenue V and it could not move forward until the utilities 
were done.  Councilman Vela suggested separating the streets that were ready to go and the 
streets that needed the utilities.  

Mr. Saenz stated AMI water meters will be installed starting in May and should be completed by 
September. 
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Councilman Vela asked about the curve around the prison area and having a conversation with 
TxDot to reduce the speed.  There were a ton of accidents as of late and it was becoming a 
problem.  He stated he knew it was outside the City limits but he felt it was a concern.  

Councilman Villa stated he brought that up before and they staff was going to look into doing 
something about the speed limit.  He stated he had seen action from the police and it was good 
due to the cards coming around the curb at a high rate of speed. Discussion ensued regarding the 
speed limits in the City. 

Councilman Ytuarte stated he did not see the area on 29th and Avenue J they had previous 
discussed on his list.  Mr. Saenz stated this was based on traffic counts.  Councilman Ytuarte 
stated this was a school zone.  Mr. Saenz stated he would add it to the list.

9. Presentation regarding insurance proceeds received for proposed building demolition projects. 
(Chris Hill)

Chief Financial Officer Chris Hill gave an overview of the insurance proceeds received during to 
the winter storm.  Mr. Hill stated any building repairs would be paid from TML directly to the vendor.   
The money received for the demolition of the six buildings were in the fund balance and had not 
been spent yet.  

Discussion ensued regarding the demolition of the buildings, the delay and the contents of the 
buildings.  

10. Parks and Recreation Seasonal Update. (Lora Socarras)

Director of Parks and Recreation Lora Socarras presented an update regarding programs, events 
and projects for the upcoming season.   

CONSENT

Council Member Ytuarte moved to approve consent agenda items 13, 14 and 15, excluding items 11 
and 12; seconded by Council Member Vela. The motion carried by the following vote:  AYE: Vela, 
Ytuarte, Williams, Huesser, Villa. NAY:  None.  ABSTAIN:  None.  ABSENT:  None.

13. Discuss and consider the LCRA Vegetation Management Contract. (Rene Saenz)

14. Renewal of Interlocal Cooperation Agreement between City and Medina County. (Rene Saenz)

15. Discuss and consider making appointments to various boards and commission. (Mayor McAnelly)

The following item(s) were pulled from consent agenda and considered individually. 

11. Discuss and consider approving the minutes from February 27, 2023. (SueAnn Reyes)

Councilman Williams stated on item number 16 he voted Nay.  Councilman Villa stated on item 
number 17 the funds were not going to be used for repairs from Hondough Pizza to Avenue M.  
Mayor McAnelly stated it should be noted on item number 21 that he voted Nay to break the tie 
vote. 
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Council Member Ytuarte made a motion to approve the minutes with correction from February 27, 
2023; seconded by Council Member Williams. The motion carried by the following vote:  AYE: 
Vela, Ytuarte, Williams, Huesser, Villa. NAY:  None.  ABSTAIN:  None.  ABSENT:  None.

12.  Discuss and consider Resolution Number 400-23 authorizing approval for the building contractor 
award for the HOME Program through the Texas Department of Housing and Community Affairs. 
(Jamie Kindred)

Councilman Ytuarte asked he did not see a start date.  Ms. Kindred stated there was not a start 
date because they still needed to do a move out process.  

Council Member Vela made a motion to approve Resolution Number 400-23 authorizing approval 
for the building contractor award for the HOME Program through the Texas Department of Housing 
and Community Affairs; seconded by Council Member Ytuarte. The motion carried by the following 
vote:  AYE: Vela, Ytuarte, Williams, Huesser, Villa. NAY:  None.  ABSTAIN:  None.  ABSENT:  
None.

OTHER BUSINESS

16. Discuss and Consider approving the revised Airport Layout Plan set. (Ryan Elder)

Director of Airport Ryan Elder presented a revised Airport Layout Plan on file.  Mr. Elder stated 
after the layout is approved he will notify KSA and they will submit it on the City’s behalf.  If the 
City decides to release any land it will be reviewed and the FAA will know it is in the City’s plan. 

Council Member Ytuarte made a motion to approve the revised Airport Layout Plan set for 
submission to the FAA; seconded by Council Member Villa. The motion carried by the following 
vote:  AYE: Vela, Ytuarte, Williams, Huesser, Villa. NAY:  None.  ABSTAIN:  None.  ABSENT:  
None.

17. Discuss and consider appropriate action regarding Cemetery Business and Master Plan Proposal 
by LEES+Associates. (Lora Socarras)

Director of Parks and Recreation Lora Socarras presented the Cemetery Business and Master 
Plan Proposal on file.  Mr. Richard Cook was available for questions.  Mrs. Socarras explained 
the goal was to ensure the cemeteries were socially, environmentally and financial sustainability 
for the future of the community. Ms. Socarras stated the Cemetery Advisory Board had reviewed 
the information in detail and recommended approval to the City Council.  The recommendation 
would be to split the costs between the perpetual care fund and the general fund. 

Mayor McAnelly asked Mr. Cook to explain the columbaria.  Ms. Cook explained it was an above 
ground niche structure for the interment of cremation remains. 

Councilman Ytuarte asked how the plan was going to still make money for the cemetery once it is 
full to remain financially sustainable.  Mr. Cook stated the care maintenance fund would provide 
capital of which every year there will be interest.  The plan will look at the projections on what 
would be needed for capital to make sure there was sufficient funds to pay for itself.  

Councilman Vela asked why the City was not waiting until next year to put it in the budget.  If it 
were something that could wait until next year, he would personally prefer that.  Councilman 
Williams stated was willing to hear the plan but would like to hear how staff intended to fit it into 
the budget.  
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Mr. Albert stated at the next meeting after the Council has reviewed the proposal they could 
discuss the additional expenditure that were included and how the additional expenditure would 
fit into the fiscal year.   

Mr. Albert asked Mr. Cook once Council was ready to move forward with the proposal how soon 
would he be able to start.  Mr. Cook stated he could start within the next two weeks of given notice 
to proceed.  The project would only take about six months and the City would have a plan that 
would set it straight for a number of years.  

Discussion ensued regarding the disrepair of the cemetery, broken headstones and mapping of 
the cemetery.  Mrs. Socarras stated there would be a group of stakeholders to weigh in on the 
rules and regulation to make it work for the City.  

Mayor McAnelly encouraged Council to read the proposal in detail and the proposal would be 
brought back for discussion and action at the next meeting.  

18. Discuss and consider appropriate action regarding a contract with BG Interpool, Inc. for the Hondo 
Pool Maintenance Project. (Lora Socarras)

Director of Parks and Recreation Lora Socarras presented a proposal from BG Interpool, a 
BuyBoard contractor, for the pool maintenance project.  Mr. Gabe Garner with BG Interpool stated 
it had been about 15 years since any money had been spent on the pool.  He stated it was an 
extensive project but they could meet the deadline with no problem.  

Councilman Ytuarte stated the amount not to exceed $127,264.00 but that there was a 
discrepancy on the contract that stated not to exceed $123,216.00.  Mrs. Socarras stated it was a 
typo on the draft contract and the number should read $127,264.00.  Councilman Ytuarte asked 
about the start date.  Mrs. Socarras stated the proposed construction timeline was 60 days.  The 
start date projected was as soon as possible.  

Councilman Vela asked if the project was all flat work.  Mr. Garner stated the only thing that was 
not going to be flat work was the curb on the backside to help with water flow.  Councilman Vela 
stated his personal opinion the prices were very inflated.  

Council Member Villa made a motion to authorize the City Manager to enter into a contract with 
BG Interpool, Inc. for the Pool Maintenance Project in the amount not to exceed $27,264.00; 
seconded by Council Member Williams. The motion carried by the following vote:  AYE: Vela, 
Ytuarte, Williams, Huesser, Villa. NAY:  None.  ABSTAIN:  None.  ABSENT:  None.

The City Council of the City of Hondo convened into executive session at 7:36 p.m.

EXECUTIVE SESSION

19. Executive Session:  The City Council of the City of Hondo may convene in Executive Session in 
accordance with the Texas Open Meetings Act, Texas Government Code:  

Section 551.071(1) (A) and (2) (Consultations with Attorney) and Section 551.072 
(Deliberations about Real Property), Section 551.074 (Personnel Matters), Section 551.076 
(Deliberations about Security Devices), or Section 551.087 (Deliberations Regarding 
Economic Development Negotiations); Section 551.086 (Meeting concerning municipally 
owned utility-competitive matters);

a. Discussion regarding Airport Water Rights RFB. (Ryan Elder)
b. Discussion regarding the employment of Roberto Benavides, Facilities Maintenance 
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Worker. (Scott Albert)
c. Discussion regarding airport development. (Peter Kirsch and Scott Albert)
d. Discussion regarding Hondo Creek Farms. (Jessica Carpenter and Scott Albert)

The City Council of the City of Hondo reconvened into regular session at 8:45 p.m.

20. Discuss and consider appropriate action on items resulting from Executive Session. 

Council Member Huesser made a motion to approve the issuance of an RFP for the lease of the 
South Texas Regional Airport space irrigation, groundwater rights.; seconded by Council Member 
Williams. The motion carried by the following vote:  AYE: Vela, Ytuarte, Williams, Huesser, Villa. 
NAY:  None.  ABSTAIN:  None.  ABSENT:  None. 

Council Member Ytuarte made a motion to continue with the reasonable accommodations for 
Roberto Benavides; seconded by Council Member Williams. The motion carried by the following 
vote:  AYE: Vela, Ytuarte, Williams, Huesser, Villa. NAY:  None.  ABSTAIN:  None.  ABSENT:  
None. 

21.Adjourn.

Council Member Vela made a motion to adjourn; seconded by Council Member Williams. The 
motion carried by the following vote:  AYE: Ytuarte, Vela, Williams, Huesser, Villa. NAY:  None.  
ABSTAIN:  None.  ABSENT:  None.

PASSED AND APPROVED THIS 27th DAY OF MARCH 2023.

_____________________________
JOHN McANELLY, JR., MAYOR 

ATTEST:

__________________________
SueAnn Reyes, TRMC 
City Secretary
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City Council Communication 
Title: Discuss and consider approving the Annual Comprehensive Financial Report (Audit) 
FY2022. (Chris Hill & Chris Pruitt, PB&H) 

Date: March 27, 2023 From: Chris Hill 

 
INFORMATION: 
We are pleased to present the Annual Comprehensive Financial Report for the fiscal year ended September 30, 2022. State 
law requires that local governments publish a complete set of financial statements presented in conformity with generally 
accepted accounting principles in the United States of America (U.S. GAAP) and audited in accordance with generally 
accepted auditing standards in the United States of America by a firm of licensed certified public accountants. Pursuant to that 
requirement, we hereby issue the annual comprehensive financial report of the City of Hondo for the fiscal year ended 
September 30, 2022. 
 
The City of Hondo’s financial statements have been audited by Pattillo, Brown & Hill, L.L.P., a firm of licensed certified public 
accountants. 
 
The independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering an unmodified 
opinion that the City of Hondo’s financial statements for the fiscal year ended September 30, 2022, are fairly presented in 
conformity with U.S. GAAP. The independent auditor’s report is presented as the first component of the financial section of this 
report. 
 
Government Finance Officers Association (GFOA) has presented a Certificate of Achievement for Excellence in Financial 
Reporting to the City of Hondo.  
   
FINANCIAL IMPACT: 
N/A 
   
STAFF RECOMMENDATION: 
Staff recommends City Council approve the Annual Comprehensive Financial Report (Audit) FY2022.  
   
MOTION: 
I move to approve the Annual Comprehensive Financial Report (Audit) FY2022.  
   
ATTACHMENTS: 
1. Required Communications with Governance 2022 
2. Annual Comprehensive Financial Report 2022 
   
STAFF CONTACTS: 
Chris Hill 
Chief Financial Officer 
chill@hondo-tx.org 
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Honorable Mayor and   
   Members of the City Council 
City of Hondo, Texas 
 

 

We have audited the financial statements of the City of Hondo, Texas as of and for the year ended 
September 30, 2022 and have issued our report thereon dated March 20, 2023. Professional standards require 
that we advise you of the following matters relating to our audit. 
 
 
Our Responsibility in Relation to the Financial Statement Audit 

 
As communicated in our engagement letter dated March 20, 2023, our responsibility, as described by 

professional standards, is to form and express opinions about whether the financial statements that have been 
prepared by management with your oversight are presented fairly, in all material respects, in accordance with 
accounting principles generally accepted in the United States of America. Our audit of the financial statements 
does not relieve you or management of your respective responsibilities. 
 

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 
reasonable, rather than absolute, assurance about whether the financial statements are free of material 
misstatement. An audit of financial statements includes consideration of internal control over financial 
reporting as a basis for designing 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 over financial reporting. 
Accordingly, as part of our audit, we considered the internal control of the City of Hondo, Texas solely for the 
purpose of determining our audit procedures and not to provide any assurance concerning such internal 

control. 
 

We are also responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting process. However, 
we are not required to design procedures for the purpose of identifying other matters to communicate to you. 
 

 
Planned Scope and Timing of the Audit  
 

We conducted our audit consistent with the planned scope and timing we previously communicated to 
you. 
 
 

Compliance with All Ethics Requirements Regarding Independence 
 

The engagement team, others in our firm, and, as appropriate, our firm have complied with all 
relevant ethical requirements regarding independence.  
 

As a part of the engagement we assisted in preparing the financial statements, schedule of 

expenditures of federal awards, and related notes to the financial statements of the City of Hondo, Texas in 
conformity with U.S. generally accepted accounting principles based on information provided by management. 
These nonaudit services do not constitute an audit under Government Auditing Standards and such services 
were not conducted in accordance with Government Auditing Standards.  
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In order to reduce threats to our independence caused by these nonattest services to an acceptable 
level, we applied certain safeguards. These safeguards include a concurring review, which is a review of the 

financial statements and key audit areas which is performed by an individual who has adequate experience in 
audits of local governments, but who was not involved in this audit engagement. The concurring reviewer 

serves as an evaluator of the performance of the engagement team and the nonattest services provided. 
 
In addition, management assumed responsibility for the financial statements, schedule of expenditures of 

federal awards, related notes to the financial statements and any other nonaudit services we provided. 
Management acknowledged in the management representation letter our assistance with the preparation of the 
financial statements, schedule of expenditures of federal awards, and related notes to the financial statements 
and that these items were reviewed and approved prior to their issuance and accepted responsibility for them. 

Further, the nonaudit services were overseen by an individual within management that has the suitable skill, 
knowledge, or experience; evaluated the adequacy and results of the services; and accepted responsibility for 
them. 
 
 
Significant Risks Identified 

 

 We have identified the following significant risks during our audit process, which required special audit 
consideration. 
 

Significant Risk Identified  Reasoning for Special Audit Consideration 
 
1. Management override of controls Inherent fraud risk 

 
2. Lease accounting New accounting standard GASB 87, Leases, presents new 

financial reporting and note disclosures. 
 

 
Qualitative Aspects of the Entity’s Significant Accounting Practices  
 

Significant Accounting Policies 
 

Management has the responsibility to select and use appropriate accounting policies. A summary of 

the significant accounting policies adopted by the City of Hondo, Texas is included in the notes to the financial 
statements. As described in the notes to the financial statements, during the year, the City changed its 
method of accounting and disclosures for leases by adopting Governmental Accounting Standards (GASB) 

Statement No. 87, Leases. Accordingly, the adoption of this standard did not result in a restatement of 
beginning fund balance or net position, but assets and liabilities were recognized, and more extensive note 
disclosures were required. No matters have come to our attention that would require us, under professional 
standards, to inform you about (1) the methods used to account for significant unusual transactions and (2) 
the effect of significant accounting policies in controversial or emerging areas for which there is a lack of 
authoritative guidance or consensus. 
 

Significant Accounting Estimates 
 

Accounting estimates are an integral part of the financial statements prepared by management and 
are based on management’s current judgments. Those judgments are normally based on knowledge and 
experience about past and current events and assumptions about future events. Certain accounting estimates 
are particularly sensitive because of their significance to the financial statements and because of the 

possibility that future events affecting them may differ markedly from management’s current judgments. 

 
The most sensitive accounting estimates affecting the financial statements are: 
 

Management’s estimate of the allowance for uncollectible receivables is based on historical collection 
experience. 

 

Management’s estimate of the accumulated depreciation on capital assets is based on the related 
estimated useful lives of capital assets. 
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Management’s estimate of the net pension and other postemployment benefit (OPEB) liabilities is 
based on actuarial assumptions which are determined by the demographics of the plan and future 

projections that the actuarial makes based on historical information of the plan and the investment 
market. We evaluated the key factors and assumptions used to develop the net pension and OPEB 

liabilities and determined that it is reasonable in relation to the basic financial statements taken as a 
whole and in relation to the applicable opinion units. 
 

Financial Statement Disclosures  
 

Certain financial statement disclosures involve significant judgment and are particularly sensitive 
because of their significance to financial statement users. The most sensitive disclosures affecting the City of 

Hondo, Texas’s financial statements relate to the net pension and OPEB liabilities. The disclosures in the 
financial statements are neutral, consistent, and clear. 
 
 
Significant Difficulties Encountered during the Audit 
 

We encountered no significant difficulties in dealing with management relating to the performance of 

the audit. 
 
 
Uncorrected and Corrected Misstatements  
 

For purposes of this communication, professional standards require us to accumulate all known and 

likely misstatements identified during the audit, other than those that we believe are trivial, and communicate 
them to the appropriate level of management. Further, professional standards require us to also communicate 
the effect of uncorrected misstatements related to prior periods on the relevant classes of transactions, 
account balances or disclosures, and the financial statements as a whole and each applicable opinion unit. 
Management has corrected all identified misstatements. 

 
In addition, professional standards require us to communicate to you all material, corrected 

misstatements that were brought to the attention of management as a result of our audit procedures. None of 
the misstatements identified by us as a result of our audit procedures and corrected by management were 
material, either individually or in the aggregate, to the financial statements taken as a whole or applicable 

opinion units. 
 
 

Disagreements with Management 
 

For purposes of this letter, professional standards define a disagreement with management as a 
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing 
matter, which could be significant to the City of Hondo, Texas’s financial statements or the auditor’s report. 
No such disagreements arose during the course of the audit. 
 

 
Representations Requested from Management 
 

We have requested certain written representations from management, which are included in the 
management representation letter dated March 20, 2023. 
 

 

Management’s Consultations with Other Accountants 
 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters. Management informed us that, and to our knowledge, there were no consultations with 
other accountants regarding auditing and accounting matters. 
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Other Significant Matters, Findings, or Issues 

 
In the normal course of our professional association with the City of Hondo, Texas, we generally 

discuss a variety of matters, including the application of accounting principles and auditing standards, 
operating and regulatory conditions affecting the entity, and operational plans and strategies that may affect 
the risks of material misstatement. None of the matters discussed resulted in a condition to our retention as 
the City of Hondo, Texas’s auditors. 
 
 
New Accounting Pronouncements 

 
Significant new accounting standards issued by the Governmental Accounting Standards Board (GASB) 

not yet implemented by the entity include the following: 
 
Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment 

Arrangements – The primary objective of this Statement is to improve financial reporting by addressing issues 

related to public-private and public-public partnership arrangements (PPPs). As used in this Statement, a PPP 

is an arrangement in which a government (the transferor) contracts with an operator (a governmental or 
nongovernmental entity) to provide public services by conveying control of the right to operate or use a 
nonfinancial asset, such as infrastructure or other capital asset (the underlying PPP asset), for a period of time 
in an exchange or exchange-like transaction. GASB 94 will become effective for reporting periods beginning 
after June 15, 2022, and the impact has not yet been determined. 

 

Statement No. 96, Subscription-Based Information Technology Arrangements - This Statement 
provides guidance on the accounting and financial reporting for subscription-based information technology 
arrangements (SBITAs) for government end users (governments). This Statement (1) defines a SBITA; (2) 
establishes that a SBITA results in a right-to-use subscription asset—an intangible asset—and a corresponding 
subscription liability; (3) provides the capitalization criteria for outlays other than subscription payments, 
including implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To the extent 
relevant, the standards for SBITAs are based on the standards established in Statement No. 87, Leases, as 

amended. This Statement will become effective for reporting periods beginning after June 15, 2022, and the 
impact has not yet been determined. 

 

GASB Statement No. 100, Accounting Changes and Error Corrections—an amendment of GASB 
Statement No. 62 - The primary objective of this Statement is to enhance accounting and financial reporting 
requirements for accounting changes and error corrections to provide more understandable, reliable, relevant, 

consistent, and comparable information for making decisions or assessing accountability. This Statement will 
become effective for reporting periods beginning after June 15, 2023, and the impact has not yet been 
determined. 

 
GASB Statement No. 101, Compensated Absences - The objective of this Statement is to better meet 

the information needs of financial statement users by updating the recognition and measurement guidance for 
compensated absences. That objective is achieved by aligning the recognition and measurement guidance 

under a unified model and by amending certain previously required disclosures. This Statement will become 
effective for reporting periods beginning after December 15, 2023, and the impact has not yet been 
determined. 
 
 
Other Information Included in the Annual Report 

 

Pursuant to professional standards, our responsibility as auditors for other information, whether 
financial or nonfinancial, included in the City’s Annual Comprehensive Financial Report, does not extend 
beyond the information identified in the audit report, and we are not required to perform any procedures to 
corroborate such other information. However, in accordance with such standards, we have read the other 
information and considered whether a material inconsistency exists between the other information and the 
financial statements, or if the other information otherwise appears to be materially misstated.  

 
Our responsibility also includes communicating to you any information which we believe is a material 

misstatement of fact. Nothing came to our attention that caused us to believe that such information, or its 
manner of presentation, is materially inconsistent with the information, or manner of its presentation, 
appearing in the financial statements. 
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Restriction on Use 
 

This report is intended solely for the information and use of the City Council, and management of the 
City of Hondo, Texas and is not intended to be and should not be used by anyone other than these specified 

parties. 
 

 
 
Waco, Texas 
March 20, 2023 
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March 20,2023 
 
To the Honorable Mayor, City Council, and the Citizens of City of Hondo: 
 
We are pleased to present the Annual Comprehensive Financial Report of the City of Hondo, Texas (the City) 
for the fiscal year ended September 30, 2022. State law requires that local governments publish a complete set 
of financial statements presented in conformity with generally accepted accounting principles in the United 

States of America (U.S. GAAP) and audited in accordance with generally accepted auditing standards in the 

United States of America by a firm of licensed certified public accountants. Pursuant to that requirement, we 
hereby issue the annual comprehensive financial report of the City of Hondo for the fiscal year ended September 
30, 2022. 
 
This report consists of management’s representations concerning the finances of the City of Hondo. 

Consequently, management assumes full responsibility for the completeness and reliability of all the information 
presented in this report. To provide a reasonable basis for making these representations, management of the 
City of Hondo has established a comprehensive internal control framework that is designed both to protect the 
government’s assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation 
of the City of Hondo’s financial statements in conformity with U.S. GAAP. Because the cost of internal controls 
should not outweigh their benefits, the City of Hondo comprehensive framework of internal controls has been 
designed to provide reasonable rather than absolute assurance that the financial statements will be free from 

material misstatement. As management, we assert that, to the best of our knowledge and belief, this financial 
report is complete and reliable in all material respects. 
 
The City of Hondo’s financial statements have been audited by Pattillo, Brown & Hill, L.L.P., a firm of licensed 

certified public accountants. The goal of the independent audit was to provide reasonable assurance that the 
financial statements of the City of Hondo for the fiscal year ended September 30, 2022, are free of material 
misstatement. The independent audit involved examining, on a test basis, evidence supporting the amounts 

and disclosures in the financial statements; assessing the accounting principles used and significant estimates 
made by management; and evaluating the overall financial statement presentation.  
 
The independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering an 
unmodified opinion that the City of Hondo’s financial statements for the fiscal year ended September 30, 2022, 
are fairly presented in conformity with U.S. GAAP. The independent auditor’s report is presented as the first 

component of the financial section of this report. 
 
GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the 
basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of 
transmittal is designed to complement MD&A and should be read in conjunction with it. The City of Hondo’s 
MD&A can be found immediately following the report of the independent auditors. 
 

Profile of the Government 
 
The City of Hondo, incorporated in 1942, is located approximately 40 miles west of San Antonio, Texas. The 
City of Hondo occupies approximately 9.6 square miles of land. The City of Hondo is empowered to levy a 
property tax on both real and personal properties located within its boundaries. It also is empowered by state 
statue to extend its corporate limits by annexation, which occurs periodically when deemed appropriate by the 
governing body. The City has operated under the council-manager form of government. 

 
 
 
 
 
 

City of Hondo 
1600 Avenue M ● Hondo, Texas 78861 ● (830) 426-3378 ● (830) 426-5189 fax 
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Policymaking and legislative authority are vested in a City Council consisting of the Mayor and five 
councilmembers. The City Council is responsible for establishing public policy on City matters by the passage of 

appropriate ordinances and resolutions. The City Manager is responsible for overseeing the day-to-day 

operations of the government, implementing policy established by City Council, and for appointing the heads of 
the various departments. The City provides a full range of services, including police and fire protection, the 
construction and maintenance of streets, recreational facilities, cultural events, airport operations, water, 
electric, sanitation and sewer services. 
 
Factors Affecting Financial Condition 
 

The information presented in the financial statements is perhaps best understood when it is considered from 
the broader perspective of the specific environment within which the City of Hondo operates. 
 
Local Economy 
 
Hondo is a community west of San Antonio. The major local employers of the City are the County, School District 
and City itself. The remaining workforce commutes to the San Antonio and surrounding area. The City (through 

the Economic Development Corporation) is working to expand the South Texas Regional Training Center to offer 

job training. At the same time, the City is actively marketing undeveloped land to businesses. The City 
anticipates the additional skilled workforce and available real estate will attract new employers. 
 
Long-term Financial Planning 
 

The City continues to long-range plan for its aging infrastructure during the budget process every year. Recently, 
a shift took place with capital planning to a more long-range focus with infrastructure plans. Job growth and 
sales tax growth has also led to an increase in services provided for the residents which also impacts long-range 
planning with personnel. Growth will undoubtedly hit the City of Hondo soon as continued expansion of the San 
Antonio metro takes place and the City is focused on addressing its infrastructure going forward. 
 
Financial Information 

 
Internal Control 
 
Management is responsible for establishing and maintaining internal controls designed to ensure that assets of 

the City are protected from loss, theft or misuse and to provide adequate accounting information compiled to 
allow for the preparation of financial statements in conformity with generally accepted accounting principles for 
local governments as prescribed by the Governmental Accounting Standards Board (GASB), the Financial 

Accounting Standards Board (FASB) and the American Institute of Certified Public Accountants (AICPA). The 
internal control system is designed to provide reasonable, but not absolute assurance that these objectives are 
met. The concept of reasonable assurance recognizes that the cost of an internal control should not exceed the 
benefits derived from the internal control. The City utilizes financial accounting software which is designed with 
a system of internal controls. These controls are continually being reevaluated to provide reasonable, but not 
absolute, assurances. 

 
Budget Controls 
 
The City also utilizes budgetary controls. Legally expenditures cannot exceed the appropriated amount. The 
objective of these budgetary controls is to ensure compliance with the adopted budget approved by the City 
Council as mandated by the city charter and state law. The levels of budgetary control are established at the 
department basis and at the fund level. Staff believes these controls help monitor and direct approved 

expenditures to a level within the budget parameters which directly results in a strong financial performance. 
 
Financial Results 
 
Assets and fund balances continue to grow as the City grows and financial results remain strong. Staff closely 
monitors and plans the amount of issuance to keep steady debt ratios per capita, per revenue, and per 
operations tax rate to the debt tax rate. Examples of these ratios can be found in the Statistical Section of the 

report (as listed in the table of contents). A more detailed summary of the City’s Financial Performance is 
available in the Management Discussion and Analysis section (as listed in the table of contents). 
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Independent Audit 
 

An independent audit is performed every year of the general ledger, accounts, financial records, and transactions 

of all city departments. The audit is completed by an independent certified public accounting firm selected by 
the City Council. The City is in compliance with this requirement and the independent auditor’s report by Pattillo, 
Brown & Hill, L..L.P. Certified Public Accountants, has been included in this report. 
 
Acknowledgements 
 
The preparation of this report would not have been possible without the efficient and dedicated services of the 

entire staff of the Finance Department. We would like to express our appreciation to all members of the 
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Respectfully submitted, 
 
                                 
 

         
Scott L. Albert       Chris Hill 
City Manager       Chief Financial Officer 
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INDEPENDENT AUDITOR’S REPORT  

 
Honorable Mayor and 
   Members of the City Council 
City of Hondo, Texas 
 
Report on the Audit of the Financial Statements 
 

Opinions 
 
 We have audited the financial statements of the governmental activities, the business-type activities, 
each major fund, and the aggregate remaining fund information of the City of Hondo, Texas as of and for the 
year ended September 30, 2022, and the related notes to the financial statements, which collectively comprise 

the City’s basic financial statements as listed in the table of contents. 

 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 

respective financial position of the governmental activities, the business-type activities, each major fund, and 
the aggregate remaining fund information of the City of Hondo, as of September 30, 2022, and the respective 
changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 

Basis for Opinions 
 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Our responsibilities under those standards are further 
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are 
required to be independent of the City of Hondo, Texas and to meet our other ethical responsibilities, in 

accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we 

have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 

Emphasis of Matter - Change of Accounting Principle 
 

As discussed in the notes to the financial statements, in the year ending September 30, 2022, the City 

of Hondo, Texas adopted new accounting guidance, Governmental Accounting Standards Board (GASB) 
Statement No. 87, Leases. Our opinions are not modified with respect to this matter. 
 
Responsibilities of Management for the Financial Statements 
 
 The City’s management is responsible for the preparation and fair presentation of the financial 
statements in accordance with accounting principles generally accepted in the United States of America, and for 

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. 
In preparing the financial statements, management is required to evaluate whether there are conditions or 

events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a going 
concern for one year after the date that the financial statements are issued. 
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Auditor’s Responsibility for the Audit of the Financial Statements 
 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 

our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is 
not a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will 
always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there 
is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements. In performing an audit in accordance with GAAS and 

Government Auditing Standards, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit.  
 

• Identify and assess the risks of material misstatement of the financial statements, whether due 
to fraud or error, and design and perform audit procedures responsive to those risks. Such 

procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

 

• Obtain an understanding of internal control relevant to the audit 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 City’s internal control. Accordingly, no such opinion is 
expressed. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 
• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 

that raise substantial doubt about the City’s ability to continue as a going concern for a 

reasonable period of time. 
 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control–related matters 

that we identified during the audit. 
 

Required Supplementary Information 
 
 Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, budgetary comparison information, and pension information be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or 

historical context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge 
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 
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Supplementary Information 
 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City’s basic financial statements. The combining and individual fund statements and schedules are 

presented for purposes of additional analysis and are not a required part of the basic financial statements. 
 

The combining and individual fund statements and schedules are the responsibility of management and 
were derived from and relate directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 

statements or to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the supplementary 
schedules are fairly stated, in all material respects, in relation to the basic financial statements as a whole. 
 
Other Information Included in the Annual Comprehensive Financial Report 
 

 Management is responsible for the other information included in the annual comprehensive financial 
report (ACFR). The other information comprises the introductory section and statistical section but does not 
include the financial statements and our auditor's report thereon. Our opinions on the financial statements do 

not cover the other information, and we do not express an opinion or any form of assurance thereon. In 
connection with our audit of the financial statements, our responsibility is to read the other information and 
consider whether a material inconsistency exists between the other information and the financial statements, 
or the other information otherwise appears to be materially misstated. If, based on the work performed, we 

conclude that an uncorrected material misstatement of the other information exists, we are required to describe 
it in our report. 
 
Other Reporting Required by Government Auditing Standards 
 

In accordance with Government Auditing Standards, we have also issued our report dated March 20, 
2023, on our consideration of the City’s internal control over financial reporting and on our tests of its compliance 

with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose 
of that report is 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 the City’s internal control over financial reporting and 
compliance. 

 

 
 

Waco, Texas 
March 20, 2023 
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MANAGEMENT’S DISCUSSION AND ANALYSIS  
 
 
This section of the City of Hondo’s annual financial report presents our discussion and analysis of the City’s 
financial performance during the fiscal year ended September 30, 2022. Please read it in conjunction with the 
City’s financial statements, which follow this section.  
 
 
FINANCIAL HIGHLIGHTS 
 

• The City’s total combined net position was $53,984,712 at September 30, 2022. 
 

• The City’s governmental expenses were $629,866 less than the $9,477,799 generated in general and 
program revenues for governmental activities, including transfers. The total cost of the City’s 
governmental programs decreased 5.0% from the prior year due primarily to decreases in general 
government and public work activities.  
 

• The City’s business-type expenses (including transfers) were $2,072,379 less than the $17,519,448 
generated in charges for services and other revenues. The total cost of the City’s business-type 
activities increased 0.57% from the prior year primarily from an increase in grant funding projects.  
 

• The General Fund reported a fund balance of $4,654,666, an increase of $1,409,145, largely due to 
overall increased revenues and decreased capital outlay.  
 

• The City issued Sales Tax Refunding Bonds, Taxable Series 2021, for the purpose of refunding the 
Sales Tax Revenue Bonds, Series 2010. The City also issued Tax Maintenance Notes, Series 2022, for 
the purpose of finance the purchase of vehicles, machinery and equipment for various City purposes. 

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This annual report consists of three parts—management’s discussion and analysis (this section), the basic 
financial statements, and required supplementary information. The basic financial statements include two 
kinds of statements that present different views of the City:  
 

• The first two statements are government-wide financial statements that provide both long-term and 
short-term information about the City’s overall financial status.  
 

• The remaining statements are fund financial statements that focus on individual parts of the 
government, reporting the City’s operations in more detail than the government-wide statements.  
 

• The governmental funds statements tell how general government services were financed in the short-
term as well as what remains for future spending.  
 

• Proprietary fund statements offer short- and long-term financial information about the activities the 
government operates like businesses.  

 
The financial statements also include notes that explain some of the information in the financial statements 
and provide more detailed data. The statements are followed by a section of required supplementary 
information that further explains and supports the information in the financial statements.  
 
The remainder of this overview section of management’s discussion and analysis explains the structure and 
contents of each of the statements.  
 
Government-Wide Statements – The government-wide statements report information about the City as a 
whole using accounting methods similar to those used by private-sector companies. The statement of net 
position includes all of the government’s assets and liabilities. All of the current year’s revenues and expenses 
are accounted for in the statement of activities regardless of when cash is received or paid.  
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The two government-wide statements report the City’s net position and how they have changed. Net 
position—the difference between the City’s assets and liabilities—is one way to measure the City’s financial 
health or position.  
 

• Over time, increases or decreases in the City’s net position are an indicator of whether its financial 
health is improving or deteriorating, respectively. 
 

• To assess the overall health of the City, one needs to consider additional non-financial factors such as 
changes in the City’s tax base.  
 

• The government-wide financial statements of the City include the Governmental activities. Most of the 
City’s basic services are included here, such as general government, public safety, streets, economic 
development, culture and recreation, and interest on long-term debt. Property taxes and charges for 
services finance most of these activities.  

 
Fund Financial Statements – The fund financial statements provide more detailed information about the 
City’s most significant funds— not the City as a whole. Funds are accounting devices that the City uses to 
keep track of specific sources of funding and spending for particular purposes. Some funds are required by 
State law and by bond covenants. The City Council establishes other funds to control and manage money for 
particular purposes or to show that it is properly using certain taxes and grants.  
 
The City has the following kinds of funds:  
 

• Governmental funds – Most of the City’s basic services are included in governmental funds, which 
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out 
and (2) the balances left at year-end that are available for spending. Consequently, the governmental 
fund statements provide a detailed short-term view that 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. 
Because this information does not encompass the additional long-term focus of the government-wide 
statements, we provide additional information on the subsequent page, which explains the relationship 
(or differences) between them.  

 
• Proprietary funds – Services for which the City charges customers a fee are generally reported in 

proprietary funds. Proprietary funds, like the government-wide statements, provide both long-term 
and short-term financial information.  

 
 
FINANCIAL ANALYSIS OF THE CITY AS A WHOLE 
 
The City’s combined net position was $53,984,712 at September 30, 2022. (See Figure A-1).  
  

Figure A-1 
City’s Net Position 

 

2022 2021 2022 2021 2022 2021

Current and other assets 15,851,219$    13,867,807$   15,868,669$    9,508,291$     31,719,888$    23,376,098$   
Capital assets 13,995,002   14,053,261  30,520,044   31,085,356  44,515,046   45,138,617  
        Total assets 29,846,221   27,921,068  46,388,713   40,593,647  76,234,934   68,514,715  

Deferred outflows of 
   resources 291,073       380,857       103,952       115,644       395,025       496,501       

Long-term liabilities 7,977,581    7,953,761    6,245,507    6,826,326    14,223,088   14,780,087  
Other liabilities 1,738,321    920,671       1,331,457    1,305,952    3,069,778    2,226,623    
        Total liabilities 9,715,902    8,874,432    7,576,964    8,132,278    17,292,866   17,006,710  

Deferred inflows of 
   resources 917,898       553,865       4,434,483    168,174       5,352,381    722,039       

Net position:
  Net investment
        in capital assets 10,625,513   11,515,548  24,672,346   25,962,052  35,297,859   37,477,600  
   Restricted 3,900,145    4,636,555    -            -            3,900,145    4,636,555    
   Unrestricted 4,977,836    2,721,525    9,808,872    6,446,787    14,786,708   9,168,312    
   
        Total net position 19,503,494$    18,873,628$   34,481,218$    32,408,839$   53,984,712$    51,282,467$   

Governmental Activities Business-type Activities Totals

 

Page 42 of 215



6 

 
Governmental Activities 
 

• Property tax rates for the fiscal year ending September 30, 2022 decreased, but increasing property 
values led to an increase in ad valorem tax revenue of 5.7%. 

• Sales tax collections increased 5.6% to $1,989,510. Inflation and additional consumer spending 
contributed to the increase in the current year. 

• Expenses decreased due to lower expenditures in general government and public works of $605,820 
and 694,129, respectively. 

 
Business-Type Activities 
 

• Expenses increased slightly by an average of 0.57%. The largest expense increase occurred in the 
Airport expenses due to increases in materials and supplies of $150,935. 

• Total revenues from all business-type activities increased from the prior year by $482,792, or 2.8%. 
The customer base and usage is fairly flat.  
 

Figure A-2 
Changes in City's Net Position 

 

2022 2021 2022 2021 2022 2021
Revenues:
   Program revenues:
      Charges for services 714,670$        715,536$        17,122,928$    16,364,357$   17,837,598$  17,079,893$   
      Operating grants and
         contributions 41,269         1,191,787    -            -            41,269        1,191,787    
      Capital grants and
         contributions 11,076         102,879       32,642         311,965       43,718        414,844       
   General revenues:
      Property tax 1,888,019    1,785,669    -            -            1,888,019   1,785,669    
      Sales tax 1,989,510    1,883,673    -            -            1,989,510   1,883,673    
      Other taxes 201,951       190,201       -            -            201,951      190,201       
      Investment earnings 47,973         19,081         24,651         399             72,624        19,480         
      Gain on sale of capital assets -            37,830         -            -            -           37,830         
      Miscellaneous 156,965       46,772         339,227       359,935       496,192      406,707       
            Total revenues 5,051,433    5,973,428    17,519,448   17,036,656  22,570,881 23,010,084  
Expenses:
   General government 2,506,244    3,106,383    -            -            2,506,244   3,106,383    
   Public safety 2,275,794    2,198,655    -            -            2,275,794   2,198,655    
   Judicial 133,103       114,812       -            -            133,103      114,812       
   Public works 1,779,049    2,472,981    -            -            1,779,049   2,472,981    
   Culture and recreation 1,918,308    1,244,278    -            -            1,918,308   1,244,278    
   Interest on long-term debt 179,467       172,059       -            -            179,467      172,059       
   Issuance cost 55,968         -            -            -            55,968        -            
   Electric utility -            -            6,101,439    5,976,797    6,101,439   5,976,797    
   Water and sewer -            -            2,196,852    2,492,616    2,196,852   2,492,616    
   Airport -            -            1,373,368    1,202,003    1,373,368   1,202,003    
   Sanitation -            -            1,349,044    1,287,090    1,349,044   1,287,090    
            Total expenses 8,847,933    9,309,168    11,020,703   10,958,506  19,868,636 20,267,674  
Increases in net position 
   before transfers 3,796,500)(    3,335,740)(    6,498,745    6,078,150    2,702,245   2,742,410    
Transfers 4,426,366    4,561,934    4,426,366)(    4,561,934)(    -           -            

Change in net position 629,866       1,226,194    2,072,379    1,516,216    2,702,245   2,742,410    

Net position, beginning 18,873,628  17,955,390  32,408,839   30,892,623  51,282,467 48,848,013  

Prior period adjustment -            307,956)(       -            -            -           307,956)(       

Net position, ending 19,503,494$   18,873,628$   34,481,218$    32,408,839$   53,984,712$  51,282,467$   

Governmental Activities Business-type Activities Totals

 
 
FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 

• The General Fund increased its fund balance by $1,409,145, which is higher than last year’s increase 
of $383,109 due primarily to increased taxes and less capital expenditures. Also, the Utility Billing 
department was moved from the General Fund to the Water and Sewer Fund. Culture and recreation 
expenditures increased by $647,025 largely caused by the creation of the parks department. The City 
separated the Parks and Facilities departments to identify the cost of maintaining the parks.  The City 
issued Tax Maintenance Notes, Series 2022 of $685,000 to fund various costs associated with the 
Public Works Department. 
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• All of the proprietary funds generated sufficient operating revenues to cover operating expenses and 
debt service. The Airport rental and lease revenue increased $478,887 from 2021 totals in an effort to 
continue to sell available land and pursue rental agreements to cover operations. Electric charges for 
services increased $238,818 from 2021 totals of $9,090,890. This was largely attributed to an 
increase in electric consumption throughout the City.  
 

Budgetary Highlights  
 

• General Fund budgeted revenues exceeded actual amounts by $1,161,547, mostly due to 
intergovernmental revenue ($1,412,313). Sales tax varies from year to year and the sales tax was 
greater than budgeted amounts. Most other revenue line items were within budgeted amounts. 
 

• General Fund expenditures were $2,302,707 under budget. A large portion of the savings was from 
the general government and culture and recreation. General government saw significant grant savings 
from budgeted amounts due to anticipated grant programs not started in current year. The City also 
made some minor budget amendments during the year for unexpected increases in fuel costs, street 
repairs costs and facility maintenance.  

 
• The General Fund balance increased $1,409,145, which was $1,814,356 better than what the final 

budget projected.  
 
 

CAPITAL ASSETS AND DEBT ADMINISTRATION  
 
Capital Assets – As of September 30, 2022, the City had invested $44,515,046 in a broad range of capital 
assets, including land, equipment, buildings, vehicles, and right to use. Significant changes in fiscal year 2022 
included $542,720 of additions to Governmental infrastructure. Significant additions were also made to the 
City’s Water and Sewer infrastructure, as well as various construction projects, the largest of which was the 
completion of the cemetery water line. (See Figure A-4)  
 

Figure A-4 
City's Capital Assets 

 

2022 2021 2022 2021 2022 2021
Land 628,148$        628,148$        2,284,349$     2,284,349$     2,912,497$     2,912,497$     
Water rights -            -            199,541       199,541       199,541       199,541       
Construction in progress 14,540         -            1,374,723    1,612,213    1,389,263    1,612,213    
Buildings and improvements 10,526,618   10,494,833   19,164,586   19,164,586   29,691,204   29,659,419   
Infrastructure 17,971,220   17,428,500   27,976,510   27,248,348   45,947,730   44,676,848   
Vehicles and equipment 3,554,975    3,277,501    2,696,731    2,573,842    6,251,706    5,851,343    
Right to use 129,342       -            70,033         -            199,375       -            
Accumulated depreciation 18,829,841)(   17,775,721)(   23,246,429)(   21,997,523)(   42,076,270)(   39,773,244)(   

            Total 13,995,002$    14,053,261$    30,520,044$    31,085,356$    44,515,046$    45,138,617$    

Governmental Activities Business-type Activities Totals

 
 
More detailed information about the City’s capital assets is presented in the note IV to the financial 
statements.  
 
Long Term Debt – The City had bonds, tax notes, leases, and compensated absences payable at year end as 
outlined in Figure A-5. $615,000 of Sales Tax Refunding Bonds and $685,000 of Tax Maintenance Notes were 
issued during the fiscal year. More detailed information about the City’s debt is presented in the VII to the 
financial statements.  
 

Table A-5 
City's Long-Term Debt 

 

2022 2021 2022 2021 2022 2021

Bonds payable 6,758,032$  7,136,394$   6,050,910$   6,588,440$   12,808,942$   13,724,834$   
Tax notes 685,000    -          -          -          685,000       -            
Leases 91,534      92,357       55,552       57,704       147,086       150,061       
Compensated absences 109,994    110,475     20,111       23,244       130,105       133,719       

            Total 7,644,560$  7,339,226$   6,126,573$   6,669,388$   13,771,133$   14,008,614$   

Governmental Activities Business-type Activities Totals
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 
 
The City of Hondo continues to focus on expanding the City’s commercial and business districts along with the 
Hondo Rail Yard and Airport. We proudly announce that within the next twelve months, Boise Cascade, a 
Fortune 500 company, will begin construction on a 200,000+ square foot material warehouse/distribution 
facility that will service the Austin/San Antonio area and the South Texas region.  At full operations, the 
facility will employ 100 people, increasing business activity in the area. The Perryman Group estimates that 
the gain in business activity in the City of Hondo generated by the facility will be $20.2 million in annual gross 
product and 186 jobs. 
 
Over the next twelve months, the City will also see the construction of a Starbucks along HWY 90, James 
Avery doubling its manufacturing space in Hondo, and the opening of the TXN Central Bank.  
 
During 2023 the City will be working on plans to create a public-private partnership for developing 
approximately 2,000 acres adjacent to the airport with rail access. 
  
The City will continue to prepare for the population increase in the San Antonio region, which is estimated to 
increase from 3,013,139 (2020) to 5,219,393 (2070) based on population data from the Texas Water 
Development Board. 
 
We will continue to be conservative in our financial matters and maintain at least ninety-day reserves. 
 
 
CONTACTING THE CITY’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors 
with a general overview of the City’s finances and to demonstrate the City’s accountability for the money it 
receives. If you have questions about this report or need additional financial information, contact City Hall at 
(830) 426-3378 or visit the City’s website at www.hondo-tx.org.  
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CITY OF HONDO, TEXAS

STATEMENT OF NET POSITION

SEPTEMBER 30, 2022

Governmental Business-type

Activities Activities Total

ASSETS

 Current assets:

   Cash and cash equivalents 11,279,271$     6,664,954$       17,944,225$     

   Investments 2,762,947      -              2,762,947      

   Receivables, net:

      Taxes 106,263        -              106,263        

      Accounts 506,910        3,692,543      4,199,453      

   Internal balances 69,039          69,039)(          -              

   Lease receivable -              4,137,274      4,137,274      

   Interest receivable -              6,905            6,905            

   Inventory -              620,251        620,251        

   Prepaid expenses 7,734            -              7,734            

            Total current assets 14,732,164    15,052,888    29,785,052    

 Noncurrent assets:

   Restricted assets: 

      Cash and investments 578,799        622,836        1,201,635      

   Capital assets (net of accumulated depreciation):

      Non-depreciable 642,688        3,858,613      4,501,301      

      Depreciable 13,352,314    26,661,431    40,013,745    

   Net pension asset 540,256        192,945        733,201        

            Total noncurrent assets 15,114,057    31,335,825    46,449,882    

            Total assets 29,846,221    46,388,713    76,234,934    

DEFERRED OUTFLOWS OF RESOURCES

   Deferred outflows related to pensions 230,702        82,392          313,094        

   Deferred outflows related to OPEB -SDBF 60,371          21,560          81,931          

Total deferred outflows of resources 291,073        103,952        395,025        

LIABILITIES

 Current liabilities:

   Accounts payable 430,131        787,518        1,217,649      

   Accrued liabilities 104,171        37,022          141,193        

   Interest payable 32,991          25,298          58,289          

   Unearned revenue 1,171,028      24,503          1,195,531      

   Customer deposits -              457,116        457,116        

Long-term liabilities:

      Due in one year:

      Bonds payable 424,620        544,380        969,000        

      Tax maintenance notes 90,000          -              90,000          

      Leases 40,481          16,028          56,509          

      Compensated absences 21,999          4,022            26,021          

      Due in more than one year:

      Bonds payable 6,012,470      5,506,530      11,519,000    

      Bonds premium 320,942        -              320,942        

      Tax maintenance notes 595,000        -              595,000        

      Leases 51,053          39,524          90,577          

      Compensated absences 87,995          16,089          104,084        

      Total OPEB liability - SDBF 333,021        118,934        451,955        

            Total liabilities 9,715,902      7,576,964      17,292,866    

DEFERRED INFLOWS OF RESOURCES

   Deferred inflows related to pensions 898,837        321,008        1,219,845      

   Deferred inflows related to OPEB - SDBF 19,061          6,806            25,867          

   Deferred inflows related to leases -              4,106,669      4,106,669      

Total deferred inflows of resources 917,898        4,434,483      5,352,381      

NET POSITION

   Net investment in capital assets 10,625,513    24,672,346    35,297,859    

   Restricted for:

      Nonexpendable perpetual care trust 566,576        -              566,576        

      Debt service 189,475        -              189,475        

      Economic development 2,914,574      -              2,914,574      

      Police, municipal court, and library 5,727            -              5,727            

      Tourism development 194,213        -              194,213        

      Community programs 24,863          -              24,863          

      Grants 4,717            -              4,717            

   Unrestricted 4,977,836      9,808,872      14,786,708    

            Total net position 19,503,494$     34,481,218$     53,984,712$     

Primary Government

The accompanying notes are an integral

part of these financial statements. 9
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Functions/Programs Expenses

Charges for 

Services

Operating 

Grants and 

Contributions

Capital Grants 

and 

Contributions

Primary government:

   Governmental activities:

      General government 2,506,244$     406,575$        12,000$        -$           

      Public safety 2,275,794    49,720         14,453       -          

      Judicial 133,103       42,216         -          -          

      Culture and recreation 1,918,308    216,159       14,816       11,076      

      Public works 1,779,049    -            -          -          

      Interest on long-term debt 179,467       -            -          -          

      Issuance cost 55,968        -            -          -          

            Total governmental activities 8,847,933    714,670       41,269       11,076      

   Business-type activities:

     Electric Utility 6,101,439    9,329,708     -          -          

     Water and Sewer 2,196,852    5,250,831     -          3,070        

     Airport 1,373,368    1,116,441     -          29,572      

     Sanitation 1,349,044    1,425,948     -          -          

            Total business-type activities 11,020,703  17,122,928   -          32,642      

            Total primary government 19,868,636$   17,837,598$    41,269$        43,718$       

General revenues and transfers:

   Taxes:

      Property 

      Sales

      Other

   Unrestricted investment income

   Miscellaneous

Transfers 

            Total general revenues and transfers

Change in net position

Net position - beginning

Net position - ending

Program Revenue

CITY OF HONDO, TEXAS

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2022

 

The accompanying notes are an integral

part of these financial statements. 10
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Governmental 

Activities

Business-type 

Activities Total

2,087,669)$(           -$                    2,087,669)$(           

2,211,621)(           -                   2,211,621)(           

90,887)(               -                   90,887)(               

1,676,257)(           -                   1,676,257)(           

1,779,049)(           -                   1,779,049)(           

179,467)(              -                   179,467)(              

55,968)(               -                   55,968)(               

8,080,918)(           -                   8,080,918)(           

-                   3,228,269           3,228,269           

-                   3,057,049           3,057,049           

-                   227,355)(              227,355)(              

-                   76,904               76,904               

-                   6,134,867           6,134,867           

8,080,918)$(           6,134,867$            1,946,051)$(           

1,888,019$            -$                    1,888,019$            

1,989,510           -                   1,989,510           

201,951              -                   201,951              

47,973               24,651               72,624               

156,965              339,227              496,192              

4,426,366           4,426,366)(           -                   

8,710,784           4,062,488)(           4,648,296           

629,866              2,072,379           2,702,245           

18,873,628         32,408,839         51,282,467         

19,503,494$          34,481,218$          53,984,712$          

 

Net (Expense) Revenue and Changes in Net Position

Primary Government

11
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General

Capital Nonmajor Total

American Projects Governmental Governmental

General Rescue Plan Fund Funds Funds

ASSETS

   Cash and cash equivalents 3,823,686$    1,717,557$    4,058,087$    1,679,941$    11,279,271$  

   Investments 889,392     -          -          1,873,555   2,762,947   

   Receivables (net of allowances 

 for uncollectibles):

      Accounts 341,462     -          -          165,448     506,910      

      Taxes 80,407       -          -          25,856       106,263      

   Due from other funds 81,118       -          -          -          81,118        

   Prepaid items 7,734         -          -          -          7,734          

   Restricted cash and investments -          -          -          578,799     578,799      

               Total assets 5,223,799   1,717,557   4,058,087   4,323,599   15,323,042 

LIABILITIES 

   Accounts payable 337,331     -          1,549         91,251       430,131      

   Accrued liabilities 101,399     -          -          2,772         104,171      

   Due to other funds -          -          -          12,079       12,079        

   Unearned revenue 5,050         1,712,840   -          34,248       1,752,138   

               Total liabilities 443,780     1,712,840   1,549         140,350     2,298,519   

DEFERRED INFLOWS OF RESOURCES

   Unavailable revenue - property taxes 74,661       -          -          24,124       98,785        

   Unavailable revenue - court fines 50,692       -          -          -          50,692        

               Total deferred inflows 

 of resources 125,353     -          -          24,124       149,477      

FUND BALANCES 

   Nonspendable:

      Prepaid items 7,734         -          -          -          7,734          

      Perpetual care trust -          -          -          566,576     566,576      

   Restricted for:

      Debt service -          -          -          198,342     198,342      

      Economic development -          -          -          2,914,574   2,914,574   

      Police department -          -          -          5,727         5,727          

      Tourism development -          -          -          194,213     194,213      

      Capital projects -          -          4,056,538   -          4,056,538   

      Community programs -          -          -          24,863       24,863        

      Grants -          4,717         -          -          4,717          

   Committed for:

      South TX regional training center -          -          -          252,811     252,811      

      Other -          -          -          2,019         2,019          

   Assignment for:

      Blue santa program 6,967 -          -          -          6,967          

   Unassigned 4,639,965   -          -          -          4,639,965   

               Total fund balances 4,654,666   4,717         4,056,538   4,159,125   12,875,046 

               Total liabilities, deferred 

  inflows of resources and 

  fund balances 5,223,799$    1,717,557$    4,058,087$    4,323,599$    15,323,042$  

CITY OF HONDO, TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS

SEPTEMBER 30, 2022

The accompanying notes are an integral

part of these financial statements. 12
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Total fund balances - governmental funds balance sheet 12,875,046$     

Capital assets used in governmental activities are not reported in the funds. 13,995,002    

Certain receivables will not be collected soon enough to pay for the current period's

expenditures and are, therefore, reported as deferred inflows of resources in the

funds:

Property taxes 74,661           
Property tax penalties and interest 24,124           
Court fines and fees 50,692           
Intergovernmental receivables 581,110         

Accrued bond interest is not due and payable in the current period and, therefore, is

not reported in the funds. 32,991)(           

Long-term liabilities and deferred losses on bond refundings, reported as deferred

outflows of resources, are not due and payable in the current period and, therefore,

are not reported in the funds.  A summary of these items are as follows:
         Long-term liabilities:

Bonds payable 6,437,090)(      
Tax notes payable 685,000)(         
Bonds premium 320,942)(         

Compensated absences 109,994)(         
Leases 91,534)(           

The City had a net pension asset of $540,256, this included a deferred outflow of

$230,702 and deferred inflow of $898,837. These items are not payable in the current

period and therefore are not reported in the governmental funds balance sheet.
127,879)(         

The total OPEB liability and related deferred inflows and outflows are not included in

the fund financial statements. 291,711)(         

Net position of governmental activities 19,503,494$     

 SEPTEMBER 30, 2022

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

different because:

CITY OF HONDO, TEXAS

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION

The accompanying notes are an integral

part of these financial statements. 13
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General

Capital Nonmajor Total

American Projects Governmental Governmental

General Rescue Plan Fund Funds Funds

REVENUES

   Property tax 1,433,047$    -$           -$           449,112$      1,882,159$    

   Sales tax 1,328,979   -          -          660,531     1,989,510   

   Other taxes 78,759       -          -          123,192     201,951      

   Licenses and permits 169,709     -          -          -          169,709      

   Intergovernmental 27,478       629,889     -          -          657,367      

   Charges for services 358,414     -          -          159,103     517,517      

   Fines and forfeitures 42,776       -          -          -          42,776        

   Investment income 24,193       4,717         15,117       3,946         47,973        

   Miscellaneous 70,302       -          -          2,124         72,426        

            Total revenues 3,533,657   634,606     15,117       1,398,008   5,581,388   

EXPENDITURES

   Current:

      General government 2,059,121   -          -          340,794     2,399,915   

      Public safety 2,250,874   -          -          501            2,251,375   

      Judicial 141,326     -          -          -          141,326      

      Culture and recreation 1,704,261   -          -          116,108     1,820,369   

      Public works 1,386,959   -          -          -          1,386,959   

   Capital outlay 365,469     -          557,260     -          922,729      

   Debt service:

      Principal 37,808       -          -          416,470     454,278      

      Interest 546            -          -          163,777     164,323      

      Issuance costs 28,000       -          -          44,860       72,860        

            Total expenditures 7,974,364   -          557,260     1,082,510   9,614,134   

EXCESS (DEFICIENCY) OF REVENUES

   OVER (UNDER) EXPENDITURES 4,440,707)(   634,606     542,143)(     315,498     4,032,746)(   

OTHER FINANCING SOURCES (USES)

   Transfers in 5,087,093   -          -          219,651     5,306,744   

   Transfers out 43,765)(       629,889)(     -          206,724)(     880,378)(      

   Issuance of debt 685,000 -          -          -          685,000      

   Refunding bonds issued -          -          -          615,000       615,000      

   Payment to refunded bond escrow

      agent -          -          -          (570,140)      570,140)(      

   Leases issued 36,985 -          -          -          36,985        

   Insurance recoveries 84,539       -          -          -          84,539        

            Total other financing sources

               and uses 5,849,852   629,889)(     -          57,787       5,277,750   

NET CHANGE IN FUND BALANCES 1,409,145   4,717         542,143)(     373,285     1,245,004   

FUND BALANCES, BEGINNING 3,245,521   -          4,598,681   3,785,840   11,630,042 

FUND BALANCES, ENDING 4,654,666$    4,717$          4,056,538$    4,159,125$    12,875,046$  

CITY OF HONDO, TEXAS

STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

The accompanying notes are an integral

part of these financial statements. 14
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Net change in fund balances - total governmental funds 1,245,004$        

Governmental funds report capital outlays as expenditures. However, in the

Statement of Activities the cost of those assets is allocated over their estimated

useful lives and reported as depreciation. This is the amount of capital outlay

recorded in the current period. 903,504          

Depreciation on capital assets is reported in the Statement of Activities but does

not require the use of current financial resources. Therefore, depreciation is not

reported as expenditures in the governmental funds. 1,054,120)(       

Repayment of bond and other debt principal is an expenditure in the

governmental funds, but repayment reduces long-term liabilities in the Statement

of Net Posiiton. 454,278          
   Issuance of debt 1,336,985)(       
   Bond refunding 560,000          
   Amortization of:
      Premium on bond issuance 16,892            

Interest is accrued in the government-wide financial statements but not at the

fund level.  This represents the change in the accrual during the period. 5,004)(             

Current year changes in certain long-term liabilities do not require the use of

current financial resources and, therefore, are not reported as expenditures in

governmental funds.
   Compensated absences liability 481                
   Net OPEB liability 107,141          
   Net Pension liability 353,169          

Revenues in the statement of activities that do not provide current financial

resources are not reported as revenues in the funds. 614,494)(          

Change in net position of governmental activities 629,866$           

FOR THE YEAR ENDED SEPTEMBER 30, 2022

Amounts reported for governmental activities in the Statement of Activities are

different because:

CITY OF HONDO, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

TO THE STATEMENT OF ACTIVITIES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

The accompanying notes are an integral

part of these financial statements. 15
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Water Electric

and Sewer Utility Airport Sanitation Total

ASSETS

   Current assets:

      Cash and cash equivalents 5,054,819$       1,137,116$       -$                473,019$      6,664,954$        

      Receivables, net 1,190,911      2,287,766      86,245            127,621     3,692,543       

      Lease receivable -               -               4,137,274       -           4,137,274       

      Interest receivable -               -               6,905              -           6,905              

      Inventory 183,629         388,349         48,273            -           620,251          

      Net pension asset 94,961           61,009           36,975            -           192,945          

            Total current assets 6,524,320      3,874,240      4,315,672       600,640     15,314,872     

   Noncurrent assets:

      Restricted cash and investments 622,836         -               -               -           622,836          

      Capital assets:

         Nondepreciable 1,911,989      137,104         1,809,520       -           3,858,613       

         Depreciable 12,623,117     1,336,583      12,701,731     -           26,661,431     

            Total noncurrent assets 15,157,942     1,473,687      14,511,251     -           31,142,880     

            Total assets 21,682,262     5,347,927      18,826,923     600,640     46,457,752     

DEFERRED OUTFLOWS OF RESOURCES

      Deferred outflows related to

         pensions 40,551           26,052           15,789            -           82,392            

      Deferred outflows related to OPEB - SDBF 10,611           6,817             4,132              -           21,560            

         Total deferred outflows

            of resources 51,162           32,869           19,921            -           103,952          

Business-type Activities - Enterprise Funds

SEPTEMBER 30, 2022

CITY OF HONDO, TEXAS

PROPRIETARY FUNDS
STATEMENT OF NET POSITION

The accompanying notes are an integral

part of these financial statements. 16
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Water Electric

and Sewer Utility Airport Sanitation Total

LIABILITIES

   Current liabilities:

      Accounts payable 62,462$            568,027$          31,175$             125,854$      787,518$           

      Accrued liabilities 20,532           9,560             6,930              -           37,022            

      Due to other funds -               -               69,039            -           69,039            

      Accrued interest payable 24,029           957                312                 -           25,298            

      Unearned revenue -               19,653           4,850              -           24,503            

      Customer deposits 114,905         342,211         -               -           457,116          

   Noncurrent liabilities:

    Due in one year:

      Bonds payable 479,380         50,000           15,000            -           544,380          

      Leases 1,566             -               14,462            -           16,028            

      Compensated absences 2,025             1,231             766                 -           4,022              

            Total current liabilities 704,899         991,639         142,534          125,854     1,964,926       

    Due in more than one year:

      Bonds payable 5,161,530      265,000         80,000            -           5,506,530       

      Leases 4,063             -               35,461            -           39,524            

      Compensated absences 8,100             4,924             3,065              -           16,089            

      Total OPEB liability - SDBF 58,535           37,607           22,792            -           118,934          

            Total noncurrent liabilities 5,232,228      307,531         141,318          -           5,681,077       

            Total liabilities 5,937,127      1,299,170      283,852          125,854     7,646,003       

DEFERRED INFLOWS OF RESOURCES

   Deferred inflows related to

     to pensions 157,989         101,502         61,517            -           321,008          

   Deferred inflows related to OPEB - SDBF 3,350             2,152             1,304              -           6,806              

   Lease related -               -               4,106,669       -           4,106,669       

            Total deferred inflows

               of resources 161,339         103,654         4,169,490       -           4,434,483       

NET POSITION

   Net investment in capital assets 8,962,331      1,343,687      14,366,328     -           24,672,346     

   Unrestricted 6,672,627      2,634,285      27,174            474,786     9,808,872       
   

            Total net position 15,634,958$      3,977,972$       14,393,502$      474,786$      34,481,218$      

Business-type Activities - Enterprise Funds

SEPTEMBER 30, 2022

(Continued)
PROPRIETARY FUNDS

STATEMENT OF NET POSITION

CITY OF HONDO, TEXAS

17
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Water Electric

and Sewer Utility Airport Sanitation Total

OPERATING REVENUES

   Charges for services

      Utility service 5,250,831$       9,329,708$     -$               1,425,948$    16,006,487$     

      Fuel sales -              -            451,373        -           451,373        

      Rentals and leases -              -            665,068        -           665,068        

   Miscellaneous 140,714        184,281       -              14,232        339,227        

            Total operating revenues 5,391,545      9,513,989    1,116,441      1,440,180   17,462,155    

OPERATING EXPENSES

   Personnel services 840,505        471,725       297,312        -           1,609,542      

   Materials and supplies 89,795          371,471       360,203        -           821,469        

   Contractual services 513,085        5,129,951    191,184        1,349,044   7,183,264      

   Depreciation 604,023        122,311       522,572        -           1,248,906      

            Total operating expenses 2,047,408      6,095,458    1,371,271      1,349,044   10,863,181    

OPERATING INCOME (LOSS) 3,344,137      3,418,531    254,830)(        91,136        6,598,974      

NONOPERATING REVENUES

(EXPENSES)

  Investment income 18,621          4,356           -              1,674          24,651          

  Interest expense 149,444)(        5,981)(           2,097)(            -           157,522)(        

Total nonoperating revenues

(expenses) 130,823)(        1,625)(           2,097)(            1,674          132,871)(        

INCOME (LOSS) BEFORE CAPITAL 

CONTRIBUTIONS AND TRANSFERS 3,213,314      3,416,906    256,927)(        92,810        6,466,103      

  Capital contributions - Intergovernmental 3,070            -            29,572          -           32,642          

   Transfers in 44,349          353,649       13,857          -           411,855        

   Transfers out 1,524,444)(      3,068,364)(    96,613)(          148,800)(      4,838,221)(      

Total capital contributions

and transfers 1,477,025)(      2,714,715)(    53,184)(          148,800)(      4,393,724)(      

CHANGE IN NET POSITION 1,736,289      702,191       310,111)(        55,990)(        2,072,379      

TOTAL NET POSITION, BEGINNING 13,898,669    3,275,781    14,703,613    530,776      32,408,839    

TOTAL NET POSITION, ENDING 15,634,958$     3,977,972$     14,393,502$     474,786$       34,481,218$     

CITY OF HONDO, TEXAS

Business-type Activities - Enterprise Funds

FOR THE YEAR ENDED SEPTEMBER 30, 2022

IN NET POSITION - PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES AND CHANGES

The accompanying notes are an integral

part of these financial statements. 18

Page 58 of 215



Water Electric

and Sewer Utility Airport Sanitation Total

CASH FLOWS FROM OPERATING

ACTIVITIES

Cash received from customers 5,641,451$    9,574,104$    1,053,544$    1,451,016$    17,720,115$   

Cash paid to employees 887,773)(     536,134)(     320,086)(     -          1,743,993)(    

Cash paid to suppliers

 for goods and services 725,793)(     5,434,749)(   637,124)(     1,338,207)(   8,135,873)(    

Net cash provided

                by operating activities 4,027,885   3,603,221   96,334       112,809     7,840,249    

CASH FLOWS FROM CAPITAL AND 

RELATED FINANCING ACTIVITIES

Capital grants 3,070         -          29,572       -          32,642         

Principal repayment on bonds 466,901)(     50,000)(       34,923       -          481,978)(       

Interest and related fees

   paid on long-term debt 150,815)(     6,101)(         2,110)(         -          159,026)(       

Acquisition and construction

   of capital assets 607,630)(     -          75,963)(       -          683,593)(       

               Net cash used by capital 

             and related financing activities 1,222,276)(   56,101)(       13,578)(       -          1,291,955)(    

CASH FLOWS FROM INVESTING

ACTIVITIES

   Interest received on

      investments and cash equivalents 18,621       4,356         -          1,674         24,651         

Net cash provided

                by investing activities 18,621       4,356         -          1,674         24,651         

CASH FLOWS FROM NONCAPITAL 

FINANCING ACTIVITIES

   Payments in lieu of taxes and transfers 1,480,095)(   2,714,715)(   82,756)(       148,800)(     4,426,366)(    

               Net cash used by noncapital

                  financing activities 1,480,095)(   2,714,715)(   82,756)(       148,800)(     4,426,366)(    

NET INCREASE (DECREASE) IN

   CASH AND CASH EQUIVALENTS 1,344,135   836,761     -          34,317)(       2,146,579    

CASH AND CASH EQUIVALENTS, 4,333,520   300,355     -          507,336     5,141,211    

BEGINNING

CASH AND CASH EQUIVALENTS, 5,677,655$    1,137,116$    -$           473,019$      7,287,790$     

ENDING

STATEMENT OF CASH FLOWS

CITY OF HONDO, TEXAS

Business-type Activities - Enterprise Funds

FOR THE YEAR ENDED SEPTEMBER 30, 2022

PROPRIETARY FUNDS

The accompanying notes are an integral

part of these financial statements. 19
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Water Electric

and Sewer Utility Airport Sanitation Total

RECONCILIATION OF OPERATING

   INCOME (LOSS) TO NET CASH 

   PROVIDED (USED) BY OPERATING

   ACTIVITIES

      Operating income 3,344,137$    3,418,531$    254,830)$(     91,136$        6,598,974$     

      Adjustments to reconile operating 

      income to net cash provided (used) 

      by  operating activities:

         Depreciation 604,023     122,311     522,572     -          1,248,906    

      (Increase) decrease in:

         Accounts receivable 247,246     30,567       25,622)(       10,856       263,047       

         Interest receivable -          -          6,905)(         -          6,905)(          

         Lease receivable -          -          4,137,274)(   -          4,137,274)(    

         Inventories 73,075)(       21,818       21,058)(       -          72,315)(         

         Deferred outflows of resources 776)(            12,493       25)(             -          11,692         

      Increase (decrease) in:

         Accounts payable 49,838)(       44,855       2,728         10,837       8,582          

         Accrued liabilities 2,036)(         8,464)(         3,497)(         -          13,997)(         

         Unearned revenue -          19,653       235            20)(             19,868         

         Customer deposits 2,660         9,895         -          -          12,555         

         Deferred inflows of resources 88,065       37,686       4,140,558   -          4,266,309    

         Net OPEB liability 7,992         7,897)(         2,835         -          2,930          

         Net pension liability/ (asset) 137,938)(     99,700)(       53,945)(       -          291,583)(       

         Compensated absences 2,575)(         1,473         2,031)(         -          3,133)(          

               Total adjustments 683,748     184,690     351,164     21,673       1,241,275    

 Net cash provided

               by operating activities 4,027,885$    3,603,221$    96,334$        112,809$      7,840,249$     

Business-type Activities - Enterprise Funds

FOR THE YEAR ENDED SEPTEMBER 30, 2022

(Continued)
PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS

CITY OF HONDO, TEXAS

The accompanying notes are an integral

part of these financial statements. 20
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 CITY OF HONDO, TEXAS 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

SEPTEMBER 30, 2022 
 

 
I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The City of Hondo, Texas (“City”) was incorporated in 1942 under the provisions of the State of Texas. 
The City operates under a Home Rule Charter adopted May 12, 2007. The financial statements of the 

City have been prepared in conformity with generally accepted accounting principles (GAAP) as 
applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted 
standard setting body for establishing governmental accounting and financial reporting principles. 
 
A. Reporting Entity  
 

The accompanying financial statements present the City and its component units, entities for 
which the City is considered to be financially accountable. Blended component units, although 
legally separate entities, are, in substance, part of the City’s operations and are appropriately 

presented as funds of the primary government. Discretely presented component units, on the 
other hand, are reported in a separate column in the government-wide financial statements to 
emphasize they are legally separate from the City.  
 

Based on these criteria, the financial information of the following entity has been blended within 
the financial statements.  

 
Blended Component Unit  
 
The City exerts significant control over the Economic Development Corporation (EDC), a legally 
separate entity. The EDC uses the taxing authority of the City and provides services almost 

exclusively to the City and its constituents. This poses a significant benefit to the City. The 
Component unit’s governing body is substantially the same as the governing body of the primary 
government. City Council appoints all members of the Board, approves the Budget, and is charged 
with hiring and firing of EDC employees. In addition, management of the City has operational 

responsibility for the component unit. The City is entitled to and can otherwise access all of the 
resources of the EDC. This qualifies the EDC as a component unit, which is recorded as a separate 

Special Revenue Fund of the City, using the blended method described in the previous paragraph. 
The EDC collects a ½ cent sales tax to promote economic growth in the City of Hondo. The EDC 
does not issue separate financial statements. 
 

B. Government-wide Fund Financial Statements  
 
The basic financial statements include both government-wide (based on the City as a whole) and 

fund financial statements. The government-wide financial statements (i.e., the statement of net 
position and the statement of activities) report information on all of the nonfiduciary activities of 
the primary government and its component units. For the most part, the effect of interfund 
activity has been removed from these statements. Governmental activities, which normally are 
supported by taxes and intergovernmental revenues, are reported separately from business-type 
activities, which rely to a significant extent on fees and charges for support. Likewise, the primary 
government is reported separately from certain legally separate component units for which the 

primary government is financially accountable.  
 
The government-wide statement of activities demonstrates the degree to which the direct expenses 
of a functional category (Public Safety, Culture and Recreation, Public Works, etc.) or segment are 
offset by program revenues. Direct expenses are those that are clearly identifiable with specific 
function or segment. Program revenues include (1) charges to customers or applicants who 

purchase, use, or directly benefit from goods, services, or privileges provided by a given function or 
segment, and (2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment. Taxes and other items not properly included 
among program revenues are reported instead as general revenues. 
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Separate fund based financial statements are provided for governmental funds and proprietary 
funds. Major individual governmental funds and major individual enterprise funds are reported as 
separate columns in the fund financial statements. All of the City’s proprietary funds are all major 
funds. GASB Statement No. 34 sets forth minimum criteria (percentage of assets, liabilities, 

revenues or expenditures/expenses of either fund category for the governmental and enterprise 
combined) for the determination of major funds. The non-major funds are aggregated in a 
separate column in the fund financial statements. The non-major funds are detailed in the 
combining section of this report. 

 
The government-wide focus is more on the sustainability of the City as an entity and the change in 
aggregate financial position resulting from the activities of the fiscal period. The focus of the fund 

financial statements is on the major individual funds of the governmental and business-type 
categories, as well as the component unit. Each presentation provides valuable information that 
can be analyzed and compared to enhance the usefulness of the information. 

 
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation  

 

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and 
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. 

Property taxes are recognized as revenue in the year for which they are levied. Grants and similar 
items are recognized as revenue as soon as all eligibility requirements imposed by the provider 
have been met. 
 

Governmental fund level financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as 
soon as they are both measurable and available. Revenues are considered to be available when 
they are collectible within the current period or soon enough thereafter to pay liabilities of the 
current period. For this purpose, the City considers revenues to be available if they are collected 
within 60 days of the end of the current fiscal period. In applying the susceptible to accrual 
concept to intergovernmental revenue, the legal and contractual requirements of the numerous 

individual programs are used as guidance. Generally, monies must be expended on a specific 
purpose or project before any amounts will be paid to the City; therefore, revenues are recognized 
based upon the expenditures recorded. Ad valorem taxes are recognized as revenues in the year 
for which they are levied. Sales taxes, other taxes, charges for services and fines are recognized 

as revenue as earned, when measurable and available. Licenses, permits, and miscellaneous 
revenues (except earnings on investments) are recorded as revenues when received in cash 

because they are generally not measurable until actually received. Investment earnings are 
recorded as earned since they are measurable and available. 
 
All proprietary funds are accounted for using the economic resources measurement focus and the 
accrual basis of accounting. With this measurement focus, all assets, deferred outflows of 
resources, liabilities and deferred inflows of resources associated with the operation of these funds 
are included on the statement of net position. Proprietary fund-type operating statements present 

increases (e.g., revenues) and decreases (e.g., expenses) in net position. Proprietary funds 
distinguish operating revenues and expenses from nonoperating items. Operating revenues and 
expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues 
of the City’s enterprise funds are charges to customers for sales and services. Operating expenses 
for the enterprise funds include the personnel services, materials and supplies, contractual 
services, and depreciation on capital assets. All revenues and expenses not meeting this definition 

are reported as non-operating revenues and expenses. 
 
During the course of operations, the City has activity between funds for various purposes. Any 
residual balances outstanding at year end are reported as due from/to other funds and advances 
to/from other funds. While these balances are reported in fund financial statements, certain 
eliminations are made in the preparation of the government-wide financial statements. Balances 

between the funds included in governmental activities (i.e., the governmental funds) are 
eliminated so that only the net amount is included as internal balances in the governmental 
activities column. Similarly, balances between the funds included in business-type activities (i.e., 
the enterprise funds) are eliminated so that only the net amount is included as internal balances in 
the business-type activities column. 
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Further, certain activity occurs during the year involving transfers of resources between funds. In 
fund financial statements, these amounts are reported at gross amounts as transfers in/out. While 
reported in fund financial statements, certain eliminations are made in the preparation of the 
government-wide financial statements. Transfers between the funds included in governmental 

activities are eliminated so that only the net amount is included as transfers in the governmental 
activities column. Similarly, balances between the funds included in business-type activities are 
eliminated so that only the net amount is included as transfers in the business-type activities 
column. However, interfund services provided and used are not eliminated in the process of 
consolidation. 
 
Governmental Funds 

 
The focus of governmental fund measurement (in the fund financial statements) is upon 
determination of financial position and changes in financial position (sources, uses, and balances 
of financial resources) rather than upon net income. The following is a description of the major 
governmental funds of the City: 

 

The City reports the following major governmental funds: 
 

The General Fund is the general operating fund of the City and is always classified as 

a major fund. The General Fund is used to account for all financial resources except 
those required to be accounted for in another fund. Major revenue sources include 
property taxes, sales taxes, and payments in lieu of taxes from proprietary funds. 
Primary expenditures are for general administration, public safety, recreation, and 

public works. 

The American Rescue Plan Fund is used to account for grant receipts and 
expenditures related to the American Rescue Plan grant related to COVID-19. 

The General Capital Projects Fund is used to account for financial resources to be 
used for the acquisition or major construction of major capital facilities. 

Proprietary Funds 
 

The focus of proprietary fund measurement is upon determination of operating income, changes in 

net position, financial position, and cash flows, which is similar to businesses. The following is a 
description of the major proprietary funds of the City: 

 
The Electric Utility Fund accounts for the City owned electric distribution system and 
is in charge of the electrical supply to the City's customers. 

 
The Water and Sewer Fund accounts for the activities associated with providing 
water and sewer utility services primarily to residents of the City of Hondo. 

The Airport Fund accounts for transactions related to the South Texas Regional 
Airport at Hondo and those related to the property given to the City by the War Assets 
Department in 1948, i.e. the Old Army Airfield. 

The Sanitation Utility Fund accounts for the activities associated with providing 

sanitation utility services to customers.  
 

D. Assets, liabilities, deferred outflows/inflows of resources, and net position/fund 
balance  

 
1. Cash and cash equivalents and restricted cash 

 

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits 
and short-term investments with original maturities of three months or less from the date of 
acquisition.  
 
Cash is reported as restricted only if the restriction on the cash is narrower than the purpose 
of the fund as a whole. For the City, these balances generally consist of the cemetery trust 

and unspent bond proceeds for specific projects. 
 

Page 63 of 215



 

 24 

Proceeds from the sale of burial plots are permanently restricted in the Perpetual Care 
permanent fund. The principal may not be spent for any purpose. Earnings on these 
balances may be used to maintain the cemetery. 
 

Restricted cash reported in the Water and Sewer Fund represents unspent 2017 Series bond 
proceeds, which are restricted for the plant improvements. The cash is held in an escrow 
account controlled by the Texas Water Development Board and is released on a 
reimbursement basis. 
 

2. Investments  
 

  State statutes authorize the City to invest in (a) obligations of the United States or its 
agencies and instrumentalities; (b) direct obligations of the State of Texas or its agencies; 
(c) other obligations, the principal and interest of which are unconditionally guaranteed or 
insured by the State of Texas or the United States; (d) obligations of states, agencies, 
counties, cities, and other political subdivisions of any state having been rated as to 
investment quality by a nationally recognized investment rating firm and having received a 

rating of not less than A or its equivalent; (e) certificates of deposit by state and national 
banks domiciled in this state that are (i) guaranteed or insured by the Federal Deposit 
Insurance Corporation, or its successor; or, (ii) secured by obligations that are described by 

(a) - (e). Statutes also allow investing in local government investment pools organized and 
rated in accordance with the Interlocal Cooperation Act, whose assets consist exclusively of 
the obligations of the United States or its agencies and instrumentalities and repurchase 
assessments involving those same obligations. Earnings from these investments are added 

to each account monthly or quarterly. Investments are carried at fair market value except 
for certificates of deposit and qualifying external investment pools which are carried at 
amortized cost. 

3. Property Taxes and Other Receivables 
  

  Property taxes are levied based on taxable value at January 1 prior to September 30 and 
become due October 1, 2021 and past due after January 31, 2022. Accordingly, receivables 

and revenues for property taxes are reflected on the government-wide statement based on 
the full accrual method of accounting. Property tax receivables for prior years’ levy are 
shown net of an allowance for uncollectibles of $29,733 and $9,561 in the General and Debt 

Service funds, respectively. 

  Assessed values are established by the Medina County Appraisal District at 100% of 
estimated market value. Assessed values are reduced by lawful exemptions to arrive at 

taxable values. A revaluation of all property is required to be completed every four (4) 
years. The total taxable value as of January 1, 2021, upon which the fiscal 2022 levy was 
based, was $383 million (i.e., market value less exemptions). The estimated market value 
was $430 million, making the taxable value 89% of the estimated market value. 

  The City is permitted by the Constitution of the State of Texas to levy taxes up to $2.50 per 
$100 of taxable assessed valuation for all governmental purposes. The combined tax rate to 
finance general governmental services, including the payment of principal and interest on 

long-term debt, for the year ended September 30, 2022, was $0.4866 per $100 of assessed 
value. The City may not adopt a tax rate that exceeds the effective tax rate calculated in 
accordance with the Texas Property Tax Code without holding two public hearings. The 
Property Tax Code subjects an increase in the proposed tax rate to a referendum election, if 

petitioned by registered voters, when the effective tax rate increase is more than eight 
percent (8%) of the previous year’s maintenance and operations tax rate. 

  Accounts receivable from other governments include amounts due from grantors for 

approved grants for specific programs and reimbursements for services performed by the 
City. Program grants are recorded as receivables and revenues at the time all eligibility 
requirements established by the provider have been met. 
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  Reimbursements for services performed are recorded as receivables and revenues when 
they are earned in the government-wide statements. Included are fines and costs assessed 
by the court action and billable services for certain contracts. Revenues received in advance 
of the costs being incurred are recorded as deferred revenue in the fund statements. 

Receivables are shown net of an allowance for uncollectible accounts. 

4. Inventories and Prepaid Items 
 

Inventories are valued at average cost on a first-in, first-out basis. Inventories in the 
General Fund are recorded using the consumption method (i.e., recorded as an expenditure 
when used rather than when purchased).  
 

Prepaid items are payments made by the City in the current year to provide services 
occurring in the subsequent fiscal year. A corresponding portion of fund balance is shown as 
nonexpendable in governmental funds to indicate it is not available for other subsequent 
expenditures. Prepaid items are defined as payments that benefit future periods. The cost of 
prepaid items is recorded as expenditures/expenses when consumed rather than when 
purchased. 

 
5. Capital Assets 

 
  Capital assets, which include land, buildings and improvements, equipment, and 

infrastructure assets, are reported in the applicable governmental or business type activities 
column in the government-wide financial statements. Capital assets such as equipment are 
defined as assets with a cost of $5,000 or more and a useful life in excess of 1 year. 

Infrastructure assets include City-owned streets, sewer, sidewalks, curbs, and utilities. 
Capital assets are recorded at historical costs if purchased or constructed. In general, 
donated capital assets are recorded at estimated fair market value at the date of donation. 
However, donated works of art and capital assets received in a service concession 
arrangement are reported at acquisition value. 

  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. Interest has not been capitalized during the 

construction period on property, plant and equipment. 

  Capital assets are depreciated using the straight-line method over the following estimated 
useful lives: 

Assets Years

Buildings and improvements 10 - 40

Streets, utilities, and infrastructure 10 - 60

Furniture, fixtures, and vehicles 5 - 30

Right to use - vehicles and equipment 2-5  
 

6. Deferred Inflows and Outflows of Resources 
 

In addition to assets, the statement of net position and/or balance sheet will sometimes 
report a separate section for deferred outflows of resources. This separate financial 
statement element, deferred outflows of resources, represents a consumption of net assets 
that applies to future period(s) and so will not be recognized as an outflow of resources 

(expense/expenditure) until then. The City has the following items that qualify for reporting 
in this category.  

 

• Differences between expected and actual economic experience for the City’s pension plan– 
These effects on the pension liability are deferred and amortized over a closed period 
equal to the average of the expected remaining service lives of all employees that are 
provided with benefits through the pension plan (active employees and inactive 
employees). 

 
• Changes in actuarial assumptions and other inputs included in determining the pension 

and OPEB liability – This difference is deferred and recognized over the estimated average 
remaining lives of all members determined as of the measurement date. 
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• Pension and OPEB contributions after measurement date – These contributions are 
deferred and recognized in the following fiscal year.  
 

In addition to liabilities, the balance sheet will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element represents a 
consumption of net assets that applies to future period(s) and, therefore, will not be 
recognized as an inflow of resources (revenue) until that time. The City has one type of item 
that arises only under the modified accrual basis of accounting that qualifies for reporting in 
this category. Accordingly, the item, unavailable revenue, is reported only in the 
governmental funds balance sheet. The City has unavailable revenue associated with 
property taxes, grants, and court fines. 

 
In addition, the City has deferred inflows of resources which are required to be reported on 
the Statements of Net Position under the full accrual basis of accounting. Deferred inflows of 
resources reported in the Statements of Net Position are as follows: 
 
• Differences between expected and actual economic experience for the City’s pension and 

OPEB plan – These effects on the total pension liability are deferred and amortized over a 
closed period equal to the average of the expected remaining service lives of all 
employees that are provided with benefits through the pension and OPEB plan (active 
employees and inactive employees). 
 

• Changes in actuarial assumptions and other inputs included in determining the OPEB 
liability – This difference is deferred and recognized over the estimated average remaining 
lives of all members determined as of the measurement date. 

 
• Difference in projected and actual earnings on pension assets – This difference is deferred 

and amortized over a closed five-year period.  
 

• Unavailable revenue – Receivables not collected soon enough to pay or the current 
period’s expenditures. This item arises only under the modified accrual basis of 
accounting.  

 
• Deferred inflows related to leases for its lessor transactions. These amounts offset the 

receivable related to the lease and will be recognized systematically in future years over 
the life of the lease. 

 
7. Compensated Absences 

 
Full-time employees earn vacation leave at varying rates depending on length of service. No 
more than 80 hours may be carried over annually based on the employee’s anniversary 
date. Accumulated vacation leave is paid on termination up to 120 hours. Full-time 
employees earn sick leave at 10 hours per month up to a maximum of 320 hours. Unused 
sick leave is not paid upon termination. 
 
Liabilities for compensated absences are recognized in the fund statements only to the 
extent the liabilities have matured (i.e., are due for payment). Compensated absences are 
accrued in the government-wide statements. 
 

8. Long-term Debt 
 

In the government-wide financial statements, and proprietary funds in the fund financial 
statements, long-term debt and other long-term obligations are reported as liabilities in the 
applicable governmental activities, business-type activities, or proprietary fund type 
statement of net position. Bond premiums and discounts are deferred and amortized over 
the life of the bonds. Bonds payable are reported net of the applicable bond premium or 
discount.  
 
In the fund financial statements, governmental funds recognize bond premiums and 
discounts, as well as bond issuance costs, during the current period. The face amount of 
debt issued is reported as other financing sources. Premiums received on debt issuances are 
reported as other financing sources while discounts on debt issuances are reported as other 
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds, are 
reported as debt service expenditures. 

Page 66 of 215



 27 

9. Leases 
 
The City has The City has entered into various lease agreements as either lessee and lessor. 
Key estimates and judgments related to leases include how the City determines (1) the 
discount rate it uses to discount the expected lease payments to present value, (2) lease 
term, and (3) lease payments. 

• The City uses the interest rate charged by the lessor as the discount rate, if available. 
When the interest rate charged by the lessor is not provided, the City generally uses its 
estimated incremental borrowing rate as the discount rate for leases. 

• The lease term includes the noncancellable period of the lease. Lease payments included in 
the measurement of the lease liability are composed of fixed payments and purchase 
option price that the City is reasonably certain to exercise. 

The City monitors changes in circumstances that would require a remeasurement of its lease 
and will remeasure the lease asset and liability if certain changes occur that are expected to 
significantly affect the amount of the lease liability or lease asset. 
 

10. Pensions 
 

For purposes of measuring the net pension liability, pension related deferred outflows and 
inflows of resources, and pension expense, City specific information about its Fiduciary Net 
Position in 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. 
 

11. Other Postemployment Benefits (OPEB) 
 
The total OPEB liability (and related deferred inflows and outflows of resources) and OPEB 
expense of the TMRS supplemental death benefits fund, have been determined on the same 
basis as they are reported by TMRS. 
 
The total OPEB liability (and related deferred inflows and outflows of resources) and OPEB 
expense of the retiree insurance plan, have been determined on the economic resources 
measurement focus. There are no trusts for these plans as they are pay as you go. On the 
government-wide and proprietary statements, a liability is recorded for the present value of 
future benefits. In the governmental funds, a liability is recorded only to the extent benefits 
are due and payable. 
 

12. Fund Balance Classification 
  

The governmental fund financial statements present fund balances based on classifications 
that comprise a hierarchy that is based primarily on the extent to which the City is bound to 
honor constraints on the specific purposes for which amounts in the respective governmental 
funds can be spent. The classifications used in the governmental fund financial statements 
are as follows: 

 
• Nonspendable: This classification includes amounts that cannot be spent 

because they are either (a) not in spendable form or (b) are legally or 
contractually required to be maintained intact. Nonspendable items are not 
expected to be converted to cash or are not expected to be converted to cash 
within the next year. 
 

• Restricted: This classification includes amounts for which constraints have 
been placed on the use of the resources either (a) externally imposed by 
creditors, grantors, contributors, or laws or regulations of other governments, 
or (b) imposed by law through constitutional provisions or enabling legislation. 
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• Committed: This classification includes amounts that can be used only for 
specific purposes pursuant to constraints imposed by ordinance of the City 
Council. These amounts cannot be used for any other purpose unless the City 
Council removes or changes the specified use by taking the same type of 
action that was employed when the funds were initially committed. This 
classification also includes contractual obligations to the extent that existing 
resources have been specifically committed for use in satisfying those 
contractual requirements.  
 

• Assigned: Amounts in the assigned fund balance classification are intended to 
be used by the City for specific purposes but do not meet the criteria to be 
classified as committed. The City Council has, by resolution, authorized the 
City Manager and Finance Director to assign fund balance. The City Council 
may also assign fund balance as it does when appropriating fund balance to 
cover the gap between estimated revenue and appropriations in the 
subsequent year’s budget. Unlike commitments, assignments generally only 
exist temporarily. In other words, an additional action does not normally have 
to be taken for the removal of an assignment.  

 
• Unassigned: This classification includes the residual fund balance for the 

General Fund. The unassigned classification also includes negative residual 
fund balance of any other governmental fund that cannot be eliminated by 
offsetting of assigned fund balance amounts. 

 
13. Fund balance flow assumptions 

 
  When an expenditure is incurred for purposes for which both restricted and unrestricted fund 

balance is available, the City considers restricted funds to have been spent first. When an 
expenditure is incurred for which committed, assigned, or unassigned fund balances are 
available, the City considers amounts to have been spent first out of committed funds, then 
assigned funds, and finally unassigned funds.  

14. Net position flow assumption 
 

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g., 
restricted bond or grant proceeds) and unrestricted resources. In order to calculate the 
amounts to report as restricted net position and unrestricted net position in the government-
wide and proprietary fund financial statements, a flow assumption must be made about the 
order in which the resources are considered to be applied. It is the City’s policy to consider 
restricted net position to have been depleted before unrestricted net position is applied. 
 

15. Change in Accounting Principle 
 

GASB Statement No. 87, Leases, was adopted effective October 1, 2021. The statement 
addresses accounting and financial reporting for lease contracts. Statement No. 87 
establishes standards for recognizing and measuring assets, liabilities, deferred outflows of 
resources, deferred inflows of resources, and revenues and expenses related to leases in the 
basic financial statements, in addition to requiring more extensive note disclosures. The 
adoption of this standard did not result in a restatement of beginning fund balance or net 
position, but assets, deferred inflows and liabilities were recognized, and more extensive 
note disclosures were required. 
 

 
II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY  

 
A. Budgetary Compliance 
 
For the year ended September 30, 2022, expenditures exceeded appropriations in the following 
funds: 

• General Fund – General Government – Tax by $150 
• General Fund – Culture and Recreation – Library by $23,241 
• General Fund – Debt Service by $66,354 
• Debt Service Fund – Issuance Costs by $44,860 
• Debt Service Fund – Other Financing Sources and Uses by $653,605 
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• Perpetual Care Fund – General Government – Perpetual Care by $179 
• South Texas Regional Training Center Fund – General Government – Services by $23,229 

 
These excess expenditures were funded by greater than anticipated revenues and/or available 
fund balance. 
 

 
III. DEPOSITS AND INVESTMENTS 
 

A. Deposits 
 

The City’s funds are required to be deposited and invested under the terms of a depository 
contract. The depository bank deposits for safekeeping and trust with the City’s agent bank 
approved pledge securities in an amount sufficient to protect City funds on a day-to-day basis 
during the period of the contract. The pledge of approved securities is waived only to the extent of 
the depository bank’s dollar amount of Federal Deposit Insurance Corporation (“FDIC”) insurance. 
At September 30, 2022, the carrying amount of the City’s deposits were fully collateralized. 
 

B. Investments 
 

The City’s investments at September 30, 2022 consist of $3,344,849 in certificates of deposit 
covered by pledged securities from the City’s depository. The certificates are reported at 
amortized cost. 
 

C. Analysis of Specific Deposit and Investment Risks 
 

GASB Statement No. 40 requires a determination as to whether the City was exposed to the 
following specific investment risks at year end and if so, the reporting of certain related 
disclosures. The City has reviewed its risk exposure and does not believe it is exposed to 
significant credit risk, custodial credit risk, or concentration of credit risk. 
 
 

IV. RECEIVABLES 
 

Receivables as of year-end for the City’s individual major funds and nonmajor funds in the aggregate, 
including the applicable allowances for uncollectible accounts, are as follows: 
 

Nonmajor Water Electric
General Governmental  and Sewer Utility Airport Sanitation

Sales and Mixed Beverage 222,432$      109,824$     -$               28,248$        -$           8,165$        
Taxes 110,140     35,417      -              -          -          -         
Franchise Fees 15,659       -         -              -          -          -         
Hotel Occupancy -          28,363      -              -          -          -         
Customer Charges -          -         1,201,183      2,351,780   110,775     124,501    
Court Fines 533,356     -         -              -          -          -         
Gross Receivables 52,679       27,261      313               27,956       -          -         
Lease Receivable -          -         -              -          4,137,274  -         
Interest Receivable -          -         -              -          6,905         -         
Less Allowance for Uncollectibles 512,397)(     9,561)(       10,585)(          120,218)(     24,530)(       5,045)(       

Total 421,869$      191,304$     1,190,911$       2,287,766$    4,230,424$   127,621$     

 
Leases Receivable 

 
For the year ended September 30, 2022, the financial statements include the adoption of GASB 
Statement No. 87, Leases. The primary objective of this statement is to enhance the relevance and 
consistency of information about governments' leasing activities. This statement establishes a single 
model for lease accounting based on the principle that leases are financings of the right to use an 
underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an 
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a 
deferred inflow of resources.  
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A summary of the City’s lease receivables as of September 30, 2022 is as follows: 
 

Amount
of Initial Interest Reductions Amounts

Interest Lease Current Current Receivable
Purpose of Lease Rate Receivable Year Year 9/30/22

Right to Use:
Land 0.632%-1.8710% 394,799$      5,458$    65,797$    329,003$      
Buildings .2130%-1.8710% 3,974,885    57,086   169,562   3,808,271    

            Totals 62,544$  110,664$  4,137,274$    
 
 

V. CAPITAL ASSETS 
 

Capital asset activity for the year ended September 30, 2022, was as follows: 
 

Primary Government
Beginning Transfers and Ending
Balance Additions Retirements Balance

Governmental activities:
   Capital assets, not being depreciated:
      Land 628,148$        -$            -$          628,148$       
      Construction in progress -            14,540        -         14,540        
   Total assets not being depreciated 628,148       14,540        -         642,688      
   Capital assets, being depreciated:
      Buildings and improvements 10,494,833  31,785        -         10,526,618 
      Infrastructure 17,428,500  542,720      -         17,971,220 
      Vehicles and equipment 3,277,501    277,474      -         3,554,975   
      Right to use - vehicles and equipment 92,357         36,985        -         129,342      
   Total capital assets being depreciated 31,293,191  888,964      -         32,182,155 
   Less accumulated depreciation:
      Buildings and improvements 3,485,753)(    262,264)(      -         3,748,017)(   
      Infrastructure 11,996,763)(  441,104)(      -         12,437,867)( 
      Vehicles and equipment 2,293,205)(    313,572)(      -         2,606,777)(   
      Right to use - vehicles and equipment -            37,180)(        -         37,180)(        
   Total accumulated depreciation 17,775,721)(  1,054,120)(   -         18,829,841)( 
   Total capital assets being 
      depreciated, net 13,517,470  165,156)(      -         13,352,314 
   Governmental activities capital 
      assets, net 14,145,618$   150,616)$(      -$          13,995,002$   

 
Beginning Adjustments/ Ending
Balance Additions Reclassifications Balance

Business-type activities:
   Capital assets, not being depreciated:
      Land 2,284,349$       -$          -$           2,284,349$       
      Water rights 199,541         -         -          199,541         
      Construction in progress 1,612,213      108,111    345,601)(     1,374,723      
   Total assets not being depreciated 4,096,103      108,111    345,601)(     3,858,613      
   Capital assets, being depreciated:
      Buildings and improvements 19,164,586    -         -          19,164,586    
      Infrastructure 27,248,348    382,561    345,601     27,976,510    
      Vehicles and equipment 2,573,842      122,889    -          2,696,731      
      Right to use 57,704          12,329      -          70,033          
   Total capital assets being depreciated 49,044,480    517,779    345,601     49,907,860    
   Less accumulated depreciation:
      Buildings and improvements 7,833,070)(      458,461)(    -          8,291,531)(      
      Infrastructure 12,735,020)(    254,005)(    -          12,989,025)(    
      Vehicles and equipment 1,429,433)(      14,529)(      -          1,443,962)(      
      Right to use -              521,911)(    -          521,911)(         
   Total accumulated depreciation 21,997,523)(    1,248,906)( -          23,246,429)(    
   Total capital assets being 
      depreciated, net 27,046,957    731,127)(    345,601     26,661,431    
   Business-type activities capital 
      assets, net 31,143,060$     623,016)$(    -$           30,520,044$      
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Depreciation expense was charged to functions/programs of the primary government as follows: 
 

Governmental activities:

   General government 198,004$          

   Public safety 177,350         

   Public works 479,886         

   Culture and recreation 198,880         

            Total depreciation expense - governmental activities 1,054,120$       

Business-type activities:

   Electric utility 122,311$          

   Water and sewer 604,023         

   Airport 522,572         

            Total depreciation expense - business-type activities 1,248,906$        
 
 
VI. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS 

 
The composition of interfund balances as of September 30, 2022, is as follows: 

 
Due to/from Other Funds 

 
Receivable Fund Payable Fund Amount

General Nonmajor Governmental 12,079$          

General Airport 69,039           

81,118$           
 

Interfund balances for all of the funds are created by short-term deficiencies in cash position in the 
individual fund. It is anticipated that the balances will be repaid in one year or less.  
 
Interfund Transfers 

 
Interfund transfers during the year ending September 30, 2022 were as follows: 
 

Transfer In Transfer Out Amount Purpose

Nonmajor Nonmajor 169,876$         Contributions toward debt payments

Nonmajor General 43,765         Fair Hall maintenance

General Nonmajor 36,848         Cemetery maintenance and EDC IT

General Water and Sewer 1,524,444     General administration

General Electric Utility 3,068,364     General administration

General Airport 96,613         General administration

General Sanitation 148,800        General administration

General American Rescue Plan 212,024        Recognition pay

Electric Utility American Rescue Plan 353,649        Recognition pay and utility credits

Water and Sewer American Rescue Plan 44,349         Recognition pay

Airport American Rescue Plan 13,857         Recognition pay

Nonmajor American Rescue Plan 6,010           Recognition pay

5,718,599$       
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 LONG-TERM LIABILITIES 
 
The following is a summary of long-term liability transactions of the City for the year ended 
September 30, 2022: 

  

Balance Balance Due Within

9/30/2021 Increases Reductions 9/30/2022 One Year

Governmental activities:

General obligation bonds -

Private placement 1,288,560$        -$          221,470)$(    1,067,090$        219,620$    

Certificates of obligation -

Private placement 4,950,000       -         130,000)(    4,820,000       140,000   

Sales tax revenue bonds 560,000          -         560,000)(    -              -       

Sales tax refunding bonds -              615,000    65,000)(     550,000          65,000     

Bond premium 337,834          -         16,892)(     320,942          -       

Tax maintenance notes -              685,000    -        685,000          90,000     

Leases 92,357            36,985      37,808)(     91,534            40,481     

Compensated absences 110,475          53,056      53,537)(     109,994          21,999     

         Total governmental 

            long-term liabilities 7,339,226$        1,390,041$   1,084,707)$( 7,644,560$        577,100$    

Business-type activities:

General obligation bonds -

Private placement 1,103,440$        -$          177,530)$(    925,910$           179,380$    

Certificates of obligation -

Private placement 5,485,000       -         360,000)(    5,125,000       365,000   

Leases 57,704            12,328      14,480)(     55,552            16,028     

Compensated absences 23,244            17,432      20,565)(     20,111            4,022      

         Total business-type

            long-term liabilities 6,669,388$        29,760$       572,575)$(    6,126,573$        564,430$    
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Accrued Compensated Absences 
 
Accrued compensated absences are payable from the fund responsible for the employee’s 
compensation. Of the liability attributed to governmental activities at September 30, 2022, 

significantly all is payable from the General Fund. 
 
Net Pension Liability and Total Other Post Employment Benefit (OPEB) Liabilities 
 
When these liabilities are liquidated for governmental activities, the General Fund will be primarily 
responsible. 
 

Bonds Payable 
 
The City issues general obligation bonds to provide funds for the acquisition and construction of major 
capital facilities. General obligation bonds have been issued for both governmental and business-type 
activities.  
 

Sales Tax Revenue Bonds, Series 2010 
 
The City (through the Economic Development Corporation) issued $1,000,000 in revenue bonds in 

2010 for improvements to the South Texas Regional Training Center. The debt service is funded by 
the sales tax collections of the Economic Development Corporation. The bonds mature serially through 
February 1, 2030 and bear interest at rates between 2.75% and 5.00%. These bonds were privately 
placed through a bank and contain no subjective acceleration clauses, events of default with finance-

related consequences, or termination events with finance-related consequences. 
 
Combination Tax and Subordinate Lien Revenue Certificates of Obligation, Series 2013 
 
The City issued $490,000 in certificates of obligation in May 2013 for utility system improvements. 
The debt service on the certificates are to be paid by the water/sewer utility fund. The bonds mature 
serially through February 1, 2023 and bear interest at rates between 0.38% and 1.86%. These bonds 

were privately placed through the Texas Water Development Board and contain no subjective 
acceleration clauses, events of default with finance-related consequences, or termination events with 
finance-related consequences. 
 

General Obligation Refunding Bonds, Series 2014 
 

The City issued $1,672,000 in general obligation bonds in May 2014 to refund the majority of the 
Certificates of Obligation, Series 2005. The debt service on the 2014 series will be paid in the same 
ratio as the series 2005 bonds: 63% General Fund and 37% Water/Sewer utility. The bonds mature 
serially through February 1, 2025 and bear interest at rates between 0.95% and 3.15%. These bonds 
were privately placed through local banks and contain no subjective acceleration clauses, events of 
default with finance-related consequences, or termination events with finance-related consequences. 
 

Combination Tax and Limited Pledge Revenue Certificates of Obligation, Series 2015 
 
In December 2015, the City issued $3,450,000 in bonds: $2.03 million for library construction to be 
repaid with property taxes and $1.42 million for water utility improvements to be repaid with excess 
utility revenues. The bonds mature serially through August 1, 2035 and bear interest of 0.67% and 
3.62%. These bonds were privately placed through local banks and contain no subjective acceleration 
clauses, events of default with finance-related consequences, or termination events with finance-

related consequences. 
 
General Obligation Refunding Bonds, Series 2016 
 
In November 2016, the City issued $2,635,000 in bonds to refund series 2007. All of the funds 
originally involved in the 2007 bonds are to service the same percentage of the 2016 bonds: General 

Fund (Debt Service) (27%), Electric Utility (22%), Water/Sewer Utility (22%), Airport (7%) and 
Economic Development Corporation (22%). The bonds mature serially through February 1, 2027 and 
bear interest at rates between 0.963% and 2.012%. These bonds were privately placed through local 
banks and contain no subjective acceleration clauses, events of default with finance-related 
consequences, or termination events with finance-related consequences. 
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Combination Tax and Subordinate Lien Revenue Certificates of Obligation, Series 2017 
 
In January 2017, the City issued $5,470,000 in bonds through the Texas Water Development Board’s 
Drinking Water State Revolving Fund for water and sewer plant improvements. The bonds will be 
serviced by the Water & Sewer Fund, mature serially through August 1, 2036 and bear interest at 
rates between 0.11% and 2.92%. The proceeds are held in an escrow account and released by the 
TWDB upon approved outlay requests. The unspent proceeds are reported as restricted cash on the 
Statement of Net Position. These bonds were privately placed through the Texas TWDB and contain no 
subjective acceleration clauses, events of default with finance-related consequences, or termination 
events with finance-related consequences. 
 
Combination Tax and Limited Pledge Revenue Certificates of Obligation, Series 2021 
 
In September 2021, the City issued $3,725,000 in bonds to reconstruct streets and to be repaid with 
property taxes. The bonds mature serially through February 1, 2041 and bear interest at a rate of 
3.00%. These bonds were privately placed through local banks and contain no subjective acceleration 
clauses, events of default with finance-related consequences, or termination events with finance-
related consequences. 
 
Sales Tax Revenue Refunding Bonds, Taxable Series 2021 
 
In October 2021, the City (through the Economic Development Corporation) issued $615,000 in bonds 
to fully refund the Sales Tax Revenue Bonds, Series 2010. The debt service on the 2021 series will be 
paid in the same ratio as the series 2010 bonds: 100% Economic Development Corporation. The 
bonds mature serially through February 1, 2030 and bear interest at rate of 2.00%. These bonds were 
privately placed through local banks and contain no subjective acceleration clauses, events of default 
with finance-related consequences, or termination events with finance-related consequences. 

 
Tax Maintenance Notes, Series 2022 
 
In March 2022, the City issued $685,000 in bonds to finance the purchase of vehicles, machinery and 
equipment for various City purposes, such as animal control, information technology and costs 
associated with the City’s Public Works Department and to be repaid with property taxes. The bonds 
mature serially through February 1, 2029 and bear interest at a rate between 1.07% and 1.89%. 
These bonds were privately placed through local banks and contain no subjective acceleration clauses, 
events of default with finance-related consequences, or termination events with finance-related 
consequences. 
 
Changes in Bonds Payable 
 

 
Balance Balance Due Within

9/30/2021 Increases Reductions 9/30/2022 One Year
Governmental activities:
   Bonds payable

2010 Series 560,000$             -$           560,000)$(     -$                  -$          
2014 Series - private placement 448,560            -          106,470)(     342,090            109,620    
2015 Series - private placement 1,225,000         -          75,000)(      1,150,000         75,000      
2016 Series - private placement 840,000            -          115,000)(     725,000            110,000    
2021 Series - private placement 3,725,000         615,000     120,000)(     4,220,000         130,000    
2022 Series - private placement -                 685,000     -          685,000            90,000      

         Total governmental activities 6,798,560$          1,300,000$    976,470)$(     7,122,090$          514,620$     

Business-type activities:
   Bonds payable

2013 Series - private placement 100,000$             -$           50,000)$(      50,000$              50,000$       
2014 Series - private placement 263,440            -          62,530)(      200,910            64,380      
2015 Series - private placement 1,065,000         -          65,000)(      1,000,000         65,000      
2016 Series - private placement 840,000            -          115,000)(     725,000            115,000    
2017 Series - private placement 4,320,000         -          245,000)(     4,075,000         250,000    

         Total business-type activities 6,588,440$          -$           537,530)$(     6,050,910$          544,380$     
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The annual requirements to amortize all private placement long-term debt and obligations outstanding 
as of September 30, 2022, including interest payments, are as follows: 
 

Year Ending
September 30, Principal Interest

2023 514,620$                  189,078$                  
2024 544,030                 173,523                 
2025 573,440                 161,066                 
2026 600,000                 146,768                 
2027 825,000                 138,947                 

2028-2032 1,625,000              498,471                 
2033-2037 1,420,000              260,458                 
2038-2041 1,020,000              62,250                   

Total 7,122,090$               1,630,561$               

Governmental Activities - Private Placement

 
 

Year Ending
September 30, Principal Interest

2023 544,380$             149,295$             
2024 501,970            139,334            
2025 514,560            128,925            
2026 520,000            118,040            
2027 535,000            54,355             

2028-2032 1,850,000         413,170            
2033-2036 1,585,000         144,443            

Total 6,050,910$          1,147,562$          

Business-type Activities - Private Placement

 
 

Leases Payable 
 

For the year ended September 30, 2022, the financial statements include the adoption of GASB 
Statement No. 87, Leases. The primary objective of this statement is to enhance the relevance and 
consistency of information about governments' leasing activities. This statement establishes a single 
model for lease accounting based on the principle that leases are financings of the right to use an 
underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an 
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a 
deferred inflow of resources. For additional information, refer to the disclosures below. 
 
A summary of the governmental and business-type lease payables as of September 30, 2022, is as 
follows: 
 

Initial Amount Interest Amounts
Interest Year of of Initial Current Outstanding

Purpose of Lease - Governmental Rate Lease Lease Liability Year 9/30/22
Right to Use:

NeoPost Mail Sorter 0.248% 2021 5,844$         14$        1,950$      
NeoPost Postage Machine 0.328% 2021 7,190          24         5,143     
Xerox Printers/ Copiers 2.093% 2022 36,985        774       32,473   
Xerox Large Format Printer 0.25% 2021 5,985          15         2,996     
Golf Cart 0.328% 2021 73,339        241       48,972   

            Totals 1,068$   91,534$     
 

Initial Amount Interest Amounts
Interest Year of of Initial Current Outstanding

Purpose of Lease - Business-type Rate Lease Lease Liability Year 9/30/22
Right to Use:

Airport Refueler 0.4750% 2021 55,704$        265$      44,728$    
Xerox Printers/ Copiers 2.093% 2022 12,328        258     10,824   

            Totals 523$      55,552$     
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A lease payments maturity are as follows: 

Year Ending

September 30, Principal Interest

2023 40,481$  737$  

2024 35,813 454 

2025 10,455 209 

2026 4,785 29 

Total 91,534$  1,429$  

Governmental Activities - Leases

Year Ending

September 30, Principal Interest

2023 16,028$  382$  

2024 16,154 256 

2025 16,281 129 

2026 7,089 16 

Total 55,552$  783$  

Business-type Activities - Leases

VII. DEFINED BENEFIT PENSION PLAN

Plan Description. The City participates as one of 901 plans in the defined benefit cash-balance plan
administered by the Texas Municipal Retirement System (TMRS). TMRS is a statewide public
retirement plan created by the State of Texas and administered in accordance with the Texas
Government Code, Title 8, Subtitle G (TMRS Act) as an agent multiple-employer retirement system for

employees of Texas participating cities. The TMRS Act places the general administration and
management of TMRS with a six-member, Governor-appointed Board of Trustees; however, TMRS
does not receive any funding from the State of Texas. TMRS issues a publicly available Annual
Comprehensive Financial Report (Annual Report) that can be obtained at tmrs.com.

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

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 member’s benefit is calculated as if the sum of the member’s contributions, with
interest, and the city-financed monetary credits with interest, and their age at retirement and other

actuarial factors. The retiring member may select one of seven monthly benefit payment options.
Members may also choose to receive a portion of their benefit as a lump sum distribution in an amount
equal to 12, 24 or 36 monthly payments, which cannot exceed 75% of the total member contributions
and interest.

Employees covered by benefit terms

At the December 31, 2021, valuation and measurement date, the following employees were covered
by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 75 

Inactive employees entitled to but not yet receiving benefits 113 

Active employees 106 

Total 294 
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Contributions. The contribution rates for employees in TMRS are either 5%, 6%, or 7% of employee 
gross earnings, and the City matching percentages are with 100%, 150%, or 200%, both as adopted 
by the governing body of the City. Under the state law governing TMRS, the contributions 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 earnings during the fiscal 
year. The contribution rate for the City was 8.56% and 8.00% in calendar years 2021 and 2022, 
respectively. The City’s contributions to TMRS for the year ended September 30, 2022, were $383,135 

and were equal to the required contributions. 
 

Net Pension Liability. The City’s net pension liability (NPL) was measured as of December 31, 2021, 
and the total pension liability (TPL) used to calculate the net pension liability was determined by an 
actuarial valuation as of that date. 
 

Actuarial assumptions: 
 

The total pension liability in the December 31, 2021 actuarial valuation was determined using the 

following actuarial assumptions: 
 

Inflation 2.50% per year

Overall payroll growth 3.50% to 11.50% including inflation

Investment Rate of Return 6.75%  
 

Salary increases are based on a service-related table. Mortality rates for active members are based on 
the PUB(10) mortality tables with the Public Safety table used for males and the General Employee 

table used for females. Mortality rates for healthy retirees and beneficiaries are based on the Gender-
distinct 2019 Municipal Retirees of Texas mortality tables. The rates for actives, healthy retirees and 
beneficiaries 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 are used with a 
4-year set-forward for males and a 3-year set-forward for females. In addition, a 3.5% and 3.0% 
minimum mortality rate is applied, for males and females respectively, to reflect the impairment for 
younger members who become disabled. The rates are projected on a fully generational basis by Scale 

UMP to account for future mortality improvements subject to the floor.  
 
The actuarial assumptions were developed primarily from the actuarial investigation of the experience 
of TMRS over the four-year period from December 31, 2014 to December 31, 2018. They were 
adopted in 2019 and first used in the December 31, 2019 actuarial valuation. The post-retirement 
mortality assumption for Annuity Purchase Rates (APRs) is based on the Mortality Experience 
Investigation Study covering 2009 through 2011 and dated December 31, 2013. Plan assets are 

managed on a total return basis with an emphasis on both capital appreciation as well as the 
production of income in order to satisfy the short-term and long-term funding needs of TMRS. 
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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. 
In determining their best estimate of a recommended investment return assumption under the various 
alternative asset allocation portfolios, GRS focused on the area between (1) arithmetic mean 
(aggressive) without an adjustment for time (conservative) and (2) the geometric mean 
(conservative) with an adjustment for time (aggressive). The target allocation and best estimates of 
real rates of return for each major asset class in fiscal year 2021 are summarized in the following 
table: 

 
Long-Term Expected

Target Real Rate of Return

Asset Class Allocation (Arithmetic)

Global Equity 35.0% 7.55%

Core Fixed Income 6.0% 2.00%

Non-Core Fixed Income 20.0% 5.68%

Other Public and Private Markets 12.0% 7.22%

Real Estate 12.0% 6.85%

Hedge Funds 5.0% 5.35%

Private Equity 10.0% 10.00%

Total 100.0%  
 

Discount Rate 
 
The discount rate used to measure the Total Pension Liability 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. 
 
Changes in the Net Pension Liability 
 

Total Pension Plan Fiduciary Net Pension

Liability Net Position Liability/(Asset)

(a) (b) (a) - (b)

Balance at 12/31/2020 17,353,786$        16,930,300$        423,486$          

Changes for the year:

Service cost 571,407           -               571,407         

Interest 1,157,171        -               1,157,171      

Difference between expected 

and actual experience 24,144)(            -               24,144)(          

Contributions - employer -               416,802           i

Contributions - employee -               249,305           249,305)(         

Net investment income -               2,205,156        2,205,156)(      

Benefit payments, including 

refunds of employee 

contributions 992,432)(           992,432)(           -             

Administrative expense -               10,212)(            10,212          

Other changes -               70                  70)(                

Net changes 712,002           1,868,689        1,156,687)(      

Balance at 12/31/2021 18,065,788$        18,798,989$        733,201)$(         

Increase (Decrease)
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The following represents the net pension liability of the City, calculated using the discount rate of 
6.75%, as well as what the City’s net pension liability would be if it were calculated using a discount 
rate that is 1-percentage-point lower or 1-percentage-point higher than the current rate:  
 

1% Decrease in 1% Increase in

Discount Rate Discount Rate Discount Rate

(5.75%) (6.75%) (7.75%)

City's net pension 

asset 1,983,257$       733,201)$(         2,918,646)$(       
 

Pension Plan Fiduciary Net Position 
 

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

 
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to Pensions 
 
For the year ended September 30, 2022, the City recognized pension expense of $80,906. 

 

At September 30, 2022, the City reported deferred outflows of resources and deferred inflows of 

resources related to pensions from the following sources: 
 

Deferred Outflows Deferred Inflows

of Resources of Resources

Differences between 

expected and actual 

economic experience 6,013$                    85,893$                

Changes in actuarial 

assumptions 16,691                 -                  

Difference between projected 

and actual investment 

earnings -                    1,133,952           

Contributions subsequent to 

the measurement date 290,390                -                  

Total 313,094$                 1,219,845$             
 

$290,390 reported as deferred outflows of resources related to pension resulting from contributions 
subsequent to the measurement date will be recognized as an increase of the net pension asset for 
the year ending September 30, 2023. Other amounts reported as deferred outflows and inflows of 
resources related to pensions will be recognized in pension expense as follows: 

 
For the Year 

Ended 

September 30,

2023 234,438)$(      

2024 509,698)(      

2025 240,532)(      

2026 212,473)(      

Total 1,197,141)$(     
 

Defined Other Post-Employment Benefit Plans 
 

TMRS Supplemental Death Benefits Fund 
 
Plan Description. The City voluntarily participates in the Texas Municipal Retirement System 
Supplemental Death Benefits Fund (TMRS SDBF). The SDBF is a single-employer defined benefit 
Other Postemployment Benefit (OPEB) plan as defined by GASB Statement No. 75, Accounting and 
Financial Reporting for Postemployment Benefits Other Than Pensions. No assets are accumulated 

in a trust that meets the criteria in paragraph 4 of GASB Statement No. 75. It is established and 
administered in accordance with the TMRS Act identically to the City’s pension plan. 
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Benefits Provided. The SDBF provides group-term life insurance to City employees who are active 
members in TMRS, including or not including retirees. The City Council opted into this program via an 
ordinance, and 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. 

 
Payments from this fund are similar to group-term life insurance benefits and are paid to the 
designated beneficiaries upon the receipt of an approved application for payment. 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). The death benefit for retirees is considered an other employment benefit and is a 
fixed amount of $7,500.  

 
The number of employees currently covered by the benefit terms is as follows: 
 

Inactive employees or beneficiaries currently receiving benefits 57                   

Inactive employees entitled to but not yet receiving benefits 16                   

Active members 106                 

Total 179                  
 

Contributions. The City contributes to the SDBF at a contractually required rate as determined by an 

annual actuarial valuation, which was 0.22% for 2022 and 0.21% for 2021, of which 0.14% and 
0.12%, respectively, represented the retiree-only portion for each year, as a percentage of annual 
covered-employee payroll. 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 not to prefund retiree term life insurance 
during employees’ entire careers. The City’s contributions to the SDBF for the years ended September 
30, 2022 and 2021 were $6,410 and $5,544, respectively, representing contributions for both active 
and retiree coverage, which equaled the required contributions each year. 
 
Actuarial Assumptions. The total OPEB liability in the December 31, 2021 actuarial valuation was 
determined using the following actuarial assumptions: 

 
Inflation rate 2.50% per annum

Discount rate 1.84%

Projected salary increases 3.5% to 11.5% including inflation  
 

Administrative expenses for the SDBF are paid through the TMRS Pension Trust Fund and are wholly 
accounted for under the provisions of GASB Statement No. 68.  
 
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 Tables with Blue Collar Adjustment, with both male and female 

rates multiplied by 107.5%. 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 
Combined Healthy Mortality Tables with Blue Collar Adjustment are used for males and females with 
both multiplied by 107.5% with a 4 year set-forward for males and a 3 year set-forward for females. 
In addition, a 3.5% and 3%% minimum mortality rate is applied to reflect the impairment for younger 
members who became disabled for males and females, respectively. The rates are projected on a fully 
generational basis by scale BB to account for future mortality improvements subject to the floor. 

 
The actuarial assumptions used in the December 31, 2021 valuation were based on the results of an 

actuarial experience study for the period December 31, 2014 to December 31, 2018. 
 
Discount Rate. The SDBF program is treated as an unfunded OPEB plan because the SDBF trust 
covers both active employees and retirees and the assets are not segregated for these groups. As 

such, a single discount rate of 1.84% was used to measure the total OPEB liability. Because the plan is 
essentially a “pay-as-you-go” plan, the single discount rate is equal to the prevailing municipal bond 
rate. The source of the municipal bond rate was fixed-income municipal bonds with 20 years to 
maturity that include only federally tax-exempt municipal bonds as reported in Fidelity Index’s “20-
year Municipal GO AA Index” as of December 31, 2021. 
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Discount Rate Sensitivity Analysis. The following schedule shows the impact of the total OPEB 
liability if the discount rate used was 1% less than and 1% greater than the discount rate that was 
used (1.84%) in measuring the total OPEB liability. 
 

1% Decrease in 1% Increase in

Discount Rate (0.84%) Discount Rate (1.84%) Discount Rate (2.84%)

City's total OPEB liability 559,838$                    451,955$                    370,253$                     
 

OPEB Liability, Expense, and Deferred Outflows of Resources Related to OPEB. The City’s total 
OPEB liability of $451,955 was measured as of December 31, 2021 and was determined by an 
actuarial valuation as of that date. For the year ended September 30, 2022, the City recognized OPEB 
expense of $49,018. There were no changes of benefit terms that affected measurement of the Total 
OPEB Liability during the measurement period. 
 

Changes in the Total OPEB Liability 
 

Increase (Decrease)

Total OPEB

Liability

(a)

Balance at 12/31/2020 428,823$           

Changes for the year:

Service cost 21,440            

Interest 8,731              

Difference between 

expected and actual 

experience 15,481)(            

Changes of assumptions 14,425            

Benefit payments 5,983)(              

Net changes 23,132            

Balance at 12/31/2021 451,955$            
 

Changes in assumptions and other inputs reflect a change in the discount rate from 2.00% to 1.84%. 
 
At September 30, 2022, the City reported deferred outflows and deferred inflows of resources related to 

OPEB from the following sources: 
 

Deferred Outflows Deferred Inflows

of Resources of Resources

Differences between 

expected and actual 

economic experience -$                     20,564$                

Changes in actuarial 

assumptions 76,706                 5,303                

Contributions subsequent to 

the measurement date 5,225                   -                  

Total 81,931$                  25,867$                 
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$5,225 reported as deferred outflows of resources related to OPEB resulting from contributions 
subsequent to the measurement date will be recognized as a reduction of the total OPEB liability for the 
year ending September 30, 2022. Other amounts of the reported as deferred outflows and deferred 
inflows related to OPEB will be recognized in OPEB expense as follows: 

 
For the Year 

Ended 

September 30,

2023 15,960$         

2024 18,289        

2025 14,315        

2026 2,283         

2027 8)(               

Total 50,839$          
 
 

VIII. EDUCATION FACILITY CORPORATIONS 

 
On August 6, 2013, the City created City of Hondo, Texas Higher Education Facilities Corporation 
(HHEFC), a nonprofit corporation under Section 53.35(b) of The Texas Education code. The HHEFC was 

established for the purpose of assisting in the financing of accredited primary and secondary schools as 
provided by state law. In accordance with the terms establishing the nonprofit corporation, the City is 
not liable for any expenses incurred in establishing or administering the HHEFC. The HHEFC is not 
consolidated into the financial statements of City because it does not meet the requirements of being 

treated as a component unit of the City under governmental accounting standards. As of September 30, 
2022, the HHEFC had issued three series of bonds: 
 

Issue Original Principal Amount Outstanding Maturity

2013 Series 2,500,000$        2,500,000$           2028

2016 Series 5,000,000       4,219,000          2035

2019 Series 5,000,000       4,562,500          2024  
 
 

IX. COMMITMENTS AND CONTINGENCIES 
 

Litigation 
 
The City is the subject of various other claims and litigation that have arisen in the course of its 
operations. Management is of the opinion that the City’s liability in these cases, if decided adversely to 
the City, will not have a material effect on the City’s financial position. 
 

 

X. RISK MANAGEMENT 
 

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
business interruption; errors and omissions; injuries to employees; employee health benefits; and other 
claims of various natures. The City contracts with the Texas Municipal League (TML) to provide insurance 
coverage for property and casualty, and workers compensation. TML is a multi-employer group that 

provides for a combination of risk sharing among pool participants and stop loss coverage. Contributions 
are set annually by the provider. Liability by the City is generally limited to the contributed amounts for 
losses up to $1,000,000. 

 
 
XI. SIGNIFICANT FORTHCOMING STANDARDS 
  

Statement No. 91, Conduit Debt Obligations – This Statement provides a single method of reporting 
conduit debt obligation by issuers and eliminates diversity in practice associated with (1) 
commitments extended by issuers, (2) arrangements associated with conduit debt obligations, and (3) 
related note disclosures. GASB 91 will be implemented in fiscal year 2023 and the impact has not yet 
been determined. 
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Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment 
Arrangements – The primary objective of this Statement is to improve financial reporting by 
addressing issues related to public-private and public-public partnership arrangements (PPPs). As used 
in this Statement, a PPP is an arrangement in which a government (the transferor) contracts with an 

operator (a governmental or nongovernmental entity) to provide public services by conveying control 
of the right to operate or use a nonfinancial asset, such as infrastructure or other capital asset (the 
underlying PPP asset), for a period of time in an exchange or exchange-like transaction. GASB 94 will 
be implemented in fiscal year 2023 and the impact has not yet been determined. 
 
Statement No. 96, Subscription-Based Information Technology Arrangements – This Statement 
provides guidance on the accounting and financial reporting for subscription-based information 

technology arrangements (SBITAs) for government end users (governments). This Statement (1) 
defines a SBITA; (2) establishes that a SBITA results in a right-to-use subscription asset-an intangible 
asset-and a corresponding subscription liability; (3) provides the capitalization criteria for outlays 
other than subscription payments, including implementation costs of a SBITA; and (4) requires note 
disclosures regarding a SBITA. To the extent relevant, the standards for SBITAs are based on the 
standards established in Statement No. 87, Leases, as amended. GASB 96 will be implemented in 

fiscal year 2023 and the impact has not yet been determined. 
 
GASB Statement No. 100, Accounting Changes and Error Corrections—an amendment of GASB 

Statement No. 62 - The primary objective of this Statement is to enhance accounting and financial 
reporting requirements for accounting changes and error corrections to provide more understandable, 
reliable, relevant, consistent, and comparable information for making decisions or assessing 
accountability. This Statement will become effective for reporting periods beginning after June 15, 

2023, and the impact has not yet been determined. 
 
GASB Statement No. 101, Compensated Absences - The objective of this Statement is to better meet 
the information needs of financial statement users by updating the recognition and measurement 
guidance for compensated absences. That objective is achieved by aligning the recognition and 
measurement guidance under a unified model and by amending certain previously required 
disclosures. This Statement will become effective for reporting periods beginning after December 15, 

2023, and the impact has not yet been determined. 
 
 

XII. SUBSEQUENT EVENTS 

    
In October 2022, the City issued $1,455,000 in tax notes. The notes mature serially through February 

1, 2029 and bear an interest rate between 3.06% and 3.29%.  
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Budgeted Amounts

 Original Final Actual

Variance with 

Final Budget - 

Positive 

(Negative)

REVENUES
Property tax 1,438,456$    1,438,456$    1,433,047$    5,409)$(          
Sales tax 1,150,000   1,150,000   1,328,979   178,979      
Other taxes 41,300        41,300        78,759        37,459        

Licenses and permits 137,000      137,000      169,709      32,709        

Intergovernmental 1,439,791   1,439,791   27,478        1,412,313)(   

Charges for services 358,857      383,857      358,414      25,443)(        
Fines and forfeitures 62,900        62,900        42,776        20,124)(        
Investment income 10,500        10,500        24,193        13,693        

Miscellaneous 31,400        31,400        70,302        38,902        

Total revenues 4,670,204   4,695,204   3,533,657   1,161,547)(   

EXPENDITURES
Current:

General government
Council 65,725        65,725        46,769        18,956        
Administration 486,254      591,254      568,562      22,692        
Tax 37,500        37,500        37,650        150)(             
Finance 247,623      272,623      247,803      24,820        
Code compliance 438,935      438,935      413,476      25,459        
City secretary 121,802      121,802      110,531      11,271        
Nonprofits 20,880        20,880        16,380        4,500          

Human resources 126,754      129,754      119,795      9,959          
Information technology 532,267      527,267      457,747      69,520        

Grants 1,671,330   1,671,330   40,408        1,630,922   

Total general government 3,749,070   3,877,070   2,059,121   1,817,949   

Public safety
Police 2,099,017   2,225,017   2,085,037   139,980      
Emergency 19,250        19,250        7,581          11,669        

Animal control 145,058      161,558      158,256      3,302          

Total public safety 2,263,325   2,405,825   2,250,874   154,951      

Judicial

Municipal court 142,224      142,224      141,326      898             

Total judicial 142,224      142,224      141,326      898             

Culture and recreation
Library 362,715      362,715      385,956      23,241)(        
Parks 666,928      666,928      580,120      86,808        
Recreation 562,611      562,611      453,000      109,611      

Golf 307,481      326,791      285,185      41,606        

Total culture and recreation 1,899,735   1,919,045   1,704,261   214,784      

Public works
Streets 695,854      743,354      734,691      8,663          
Buildings and grounds 467,234      500,134      497,171      2,963          

Public works administration 234,503      234,503      155,097      79,406        

Total public works 1,397,591   1,477,991   1,386,959   91,032        

Debt Service
Principal -           -           37,808 37,808)(        

FOR THE YEAR ENDED SEPTEMBER 30, 2022

CITY OF HONDO, TEXAS

GENERAL FUND
BUDGETARY COMPARISON SCHEDULE

The accompanying notes are an integral 

part of this schedule. 44
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Budgeted Amounts

 Original Final Actual

Variance with 

Final Budget - 

Positive 

(Negative)

FOR THE YEAR ENDED SEPTEMBER 30, 2022

CITY OF HONDO, TEXAS

GENERAL FUND
BUDGETARY COMPARISON SCHEDULE

Interest -           -           546             546)(             

Issuance costs -           -           28,000        28,000)(        

Total debt service -           -           66,354        66,354)(        

Capital outlay 449,916      454,916      365,469      89,447        

Total expenditures 9,901,861   10,277,071 7,974,364   2,302,707   

EXCESS (DEFICIENCY) OF REVENUE

   OVER (UNDER) EXPENDITURES 5,231,657)(   5,581,867)(   4,440,707)(   1,141,160   

OTHER FINANCING SOURCES (USES)
   Transfers in 4,908,421   4,908,421   5,087,093   178,672      
   Transfers out 43,765)(        43,765)(        43,765)(        -           
   Issuance of debt 300,000      300,000      685,000      385,000      
   Leases -               -               36,985        36,985        

   Sale of capital assets 12,000        12,000        -           12,000)(        

   Insurance recoveries -           -           84,539        84,539        

Total other 

financing sources (uses) 5,176,656   5,176,656   5,849,852   673,196      

NET CHANGE IN FUND BALANCES 55,001)(        405,211)(      1,409,145   1,814,356   

FUND BALANCES, BEGINNING 3,245,521   3,245,521   3,245,521   -           

FUND BALANCES, ENDING 3,190,520$    2,840,310$    4,654,666$    1,814,356$    

The accompanying notes are an integral 

part of this schedule. 45
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Plan Year 2014 2015

A. Total pension liability

Service Cost 380,720$          454,101$          
Interest (on the total pension liability) 876,063         928,615         
Difference between expected and actual experience 9,620)(             333,876)(         
Changes of assumptions -               66,360           

Benefit payments, including refunds of employee contributions 530,190)(         536,015)(         

Net change in total pension liability 716,973         579,185         

Total pension liability - beginning 12,589,918     13,306,891     

Total pension liability - ending (a) 13,306,891$      13,886,076$      

B. Plan fiduciary net position

Contributions - employer 367,137$          375,069$          
Contributions - employee 191,417         199,868         
Net investment income 652,089         17,814           
Benefit payments, including refunds of employee contributions 530,190)(         536,015)(         
Administrative expense 6,808)(             10,850)(           
Other 560)(                538)(                

Net change in plan fiduciary net position 673,085         45,348           

Plan fiduciary net position - beginning 11,399,193     12,072,278     

Plan fiduciary net position - ending (b) 12,072,278     12,117,626     

C. Net pension liability/(asset) - ending (a) - (b) 1,234,613$       1,768,450$       

D. Plan fiduciary net position as a percentage of total 

pension liability 90.72% 87.26%

E. Covered payroll 3,828,342$       3,997,364$       

F. Net pension liability as a percentage of covered payroll 32.25% 44.24%

FOR THE YEAR ENDED SEPTEMBER 30, 2022

 AND RELATED RATIOS - TEXAS MUNICIPAL RETIREMENT SYSTEM
SCHEDULE OF CHANGES IN NET PENSION LIABILITY

CITY OF HONDO, TEXAS

Note: GASB Statement No. 68 requires 10 years of data to be provided in this schedule. As of September

30, 2022, only 8 years are included and additional years will be added in the future as the information

becomes available.
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2016 2017 2018 2019 2020 2021

451,176$         529,405$         525,962$         536,045$         580,429$         571,407$         
930,512        966,146        1,003,207     1,052,133     1,117,674     1,157,171     
147,843)(        199,900)(        140,952)(        39,421          166,323)(        24,144)(          

-             -             -             109,421        -             -             
652,613)(        837,486)(        652,242)(        684,644)(        891,818)(        992,432)(        

581,232        458,165        735,975        1,052,376     639,962        712,002        

13,886,076   14,467,308   14,925,473   15,661,448   16,713,824   17,353,786   

14,467,308$    14,925,473$    15,661,448$    16,713,824$    17,353,786$    18,065,788$    

361,571$         388,643$         398,019$         380,018$         406,669$         416,802$         
199,981        221,323        222,300        227,138        247,202        249,305        
819,014        1,778,722     430,504)(        2,149,110     1,211,124     2,205,156     
652,613)(        837,486)(        652,242)(        684,644)(        891,818)(        992,432)(        

9,249)(            9,220)(            8,323)(            12,148)(          7,842)(            10,212)(          
497)(               466)(               436)(               365)(               307)(               70                 

718,207        1,541,516     471,186)(        2,059,109     965,028        1,868,689     

12,117,626   12,835,833   14,377,349   13,906,163   15,965,272   16,930,300   

12,835,833   14,377,349   13,906,163   15,965,272   16,930,300   18,798,989   

1,631,475$      548,124$         1,755,285$      748,552$         423,486$         733,201)$(        

88.72% 96.33% 88.79% 95.52% 97.56% 104.06%

3,869,430$      4,426,466$      4,445,998$      4,542,753$      4,944,033$      4,986,101$      

42.16% 12.38% 39.48% 16.48% 8.57% -14.70%
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Fiscal Year 2015 2016

Actuarial determined contribution 374,593$               353,707$        

Contributions in relation to the actuarially 
   determined contribution 375,510              353,707       

Contribution deficiency (excess) 917)(                    -            

Covered payroll 3,979,540           3,887,020    

Contributions as a percentage of 

   covered payroll 9.41% 9.10%

Valuation Date:

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period 24 years

Asset Valuation Method

Inflation 2.50%

Salary Increases

Investment Rate of Return 6.75%

Retirement Age

Mortality

CITY OF HONDO, TEXAS

SCHEDULE OF PENSION CONTRIBUTIONS
TEXAS MUNICIPAL RETIREMENT SYSTEM

FOR THE YEAR ENDED SEPTEMBER 30, 2022

Actuarially determined contribution rates are calculated as of December 31
st
 and become effective in 

January, 13 months and a day later.

Notes to Schedule of Contributions

Note: GASB Statement No. 68 requires 10 years of data to be provided in this schedule. As of September 

30, 2022, only 8 years are included and additional years will be added in the future as the information 

becomes available.

Post-retirement: 2019 Municipal Retirees of Texas Mortality Tables. The

rates are projected on a fully generational basis with scale UMP. Pre-

retirement: PUB(10) mortality tables, with the Public Safety table used for

males and the General Employee table used for females. The rates are

projected on a fully generational basis with scale UMP.

Experience-based table of rates that are specific to the City's plan of

benefits. Last updated for the 2019 valuation pursuant to an experience

study of the period 2014-2018.

10 Year smoothed market; 12% soft corridor

3.50% to 11.50% including inflation
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2017 2018 2019 2020 2021 2022

387,082$        409,452$        381,972$        378,922$        455,991$        383,135$        

387,082       409,452       381,972       378,922       455,991       383,135       

-            -            -            -            -            

4,283,333    4,586,352    4,482,180    4,587,930    5,481,700    4,720,058    

9.04% 8.93% 8.52% 8.26% 8.32% 8.12%

Notes to Schedule of Contributions
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Plan Year 2017 2018 2019 2020 2021

Total OPEB liability

Service Cost 11,951$      13,338$      12,265$      18,787$      21,440$      

Interest (on the total OPEB liability) 9,304       9,615       10,314     9,676       8,731       

Difference between expected and actual experience -         12,219)(     9,076)(       1,748)(       15,481)(     

Changes of assumptions 24,197     20,899)(     59,222     60,898     14,425     

Benefit payments 1,771)(       1,778)(       1,817)(       2,472)(       5,983)(       

Net change in total OPEB liability 43,681     11,943)(     70,908     85,141     23,132     

Total OPEB liability - beginning 241,036   284,717   272,774   343,682   428,823   

Total OPEB liability - ending 284,717$    272,774$    343,682$    428,823$    451,955$    

Covered-employee payroll 4,426,466$  4,445,998$  4,542,753$  4,944,033$  4,986,101$  

Total OPEB liability as a percentage of 

Covered-employee payroll 6.43% 6.14% 7.57% 8.67% 9.06%

Notes to Schedule:

Note: No assets are accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement No. 75, Accounting and

Financial Reporting for Postemployment Benefits Other Than Pensions.

GASB Statement No. 75 requires 10 years of data to be provided in this schedule. As of September 30, 2022, only 5 years are

included. Additional years will be added in the future as the information becomes available.

CITY OF HONDO, TEXAS

SCHEDULE OF CHANGES IN TOTAL OPEB LIABILITY
 AND RELATED RATIOS

SUPPLEMENTAL DEATH BENEFIT

FOR THE YEAR ENDED SEPTEMBER 30, 2022
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51 

CITY OF HONDO, TEXAS 
 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
 

SEPTEMBER 30, 2022 
 
 
 
  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

The budget is prepared in accordance with accounting principles generally accepted in the United 

States of America. The City maintains strict budgetary controls. The objective of these controls is to 
ensure compliance with legal provision embodied in the annual appropriated budget approved by the 
City Council and as such is a good management control device. The levels of budgetary control are 
established at the department basis and at the fund level. However, additional information about 
expenditures at the object level is also included. The City Manager is authorized to adjust the budget 
within departments so long as it does not change the department total. 

 
The following are the funds which have legally adopted annual budgets: General Fund, Debt Service, 
Economic Development, STRTC Fund, Hotel Fund and Perpetual Care Fund.  

 
Budgetary preparation and control are exercised at the department level. Actual expenditures may not 
legally exceed appropriations at the fund level. 
 

The City does not use encumbrances. 
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NONMAJOR GOVERNMENTAL FUNDS 

DEBT SERVICE FUND 

The Debt Service Fund is used to account for property taxes levied specifically to service 
voter approved bond issues. 

SPECIAL REVENUE FUNDS 

Special Revenue Funds are used to account for revenues that are restricted in nature 
for a special purpose limited by state law and management intentions for expenditures. 

Seizure and Forfeiture Fund – to account for assets seized or forfeited as part of 
criminal activities. The funds are restricted by law in support of the police 

department. 

Unclaimed Funds – to account for City payments and refunds not claimed by the 
payee. Balances are held for the required period by law. Income from the assets is 

used to cover the administrative costs of the fund. 

Economic Development Fund – to account for the ½ cent sales tax used to 

promote business development in the City. 

South Central Regional Training Center (STRTC) Fund – to account for rental 
and intergovernmental revenues to support the operations of the STRTC Center. 

Hotel Tax Fund – to account for the Hotel Tax revenues paid to the City and 
restricted by State Law. The revenues provide for contributions to various civic 

organizations and to support activities that generate tourism in the City. 

Fair Hall & Livestock – to account for the revenue and expenses to aid the City 

identifying a plan for enhancing the grounds and facilities. 

PERMANENT FUNDS 

The Perpetual Care Fund is used to account for fees on the sale of burial plots restricted 
by ordinance to be held in perpetuity. Income from the payments may be used to 

maintain the cemetery grounds. 
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Debt Seizure & Unclaimed
Service Forfeiture Funds

ASSETS
   Cash and cash equivalents 196,610$      28,133$       10,327$       
   Investments -          -          7,999        
   Receivables:
      Taxes 25,856      -          -          
      Accounts, net -          -          -          

   Restricted cash and investments -          -          -          

            Total assets 222,466     28,133      18,326      

LIABILITIES 
   Liabilities:
      Accounts payable -          -          16,307      
      Accrued liabilities -          -          -          
      Due to other funds -          -          -          

      Unearned revenue -          22,406      -          

            Total liabilities -          22,406      16,307      

DEFERRED INFLOWS OF
RESOURCES

    Unavailable revenue - property taxes 24,124      -          -          

            Total deferred inflows

            of resources 24,124      -          -          

FUND BALANCES 
      Nonspendable:
         Perpetual Care Trust -          -          -          
      Restricted:
         Debt service 198,342     -          -          
         Economic development -          -          -          
         Police department -          5,727        -          
         Tourism development -          -          -          

         Community programs -          -          -          
      Committed for:
         South TX regional training center -          -          -          

         Other -          -          2,019        

            Total fund balances 198,342     5,727        2,019        

            Total liabilities, deferred
            inflows of resources

            and fund balances 222,466$      28,133$       18,326$       

CITY OF HONDO, TEXAS

Special Revenue

SEPTEMBER 30, 2022

NONMAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET
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Permanent

Fund

Total Other
Economic STRTC Hotel Fair Hall Perpetual Governmental

Development Fund Tax & Livestock Care Funds

965,527$       284,392$       165,850$       29,102$         -$            1,679,941$     
1,865,556   -           -           -           -           1,873,555    

-           -           -           -           -           25,856        
109,824      27,261        28,363        -           -           165,448       

-           -           -           -           578,799      578,799       

2,940,907   311,653      194,213      29,102        578,799      4,323,599    

26,333        45,508        -           2,959         144            91,251        
-           1,492         -           1,280         -           2,772          
-           -           -           -           12,079        12,079        

-           11,842        -           -           -           34,248        

26,333        58,842        -           4,239         12,223        140,350       

-           -           -           -           -           24,124        

-           -           -           -           -           24,124        

-           -           -           -           566,576      566,576       

-           -           -           -           -           198,342       
2,914,574   -           -           -           -           2,914,574    

-           -           -           -           -           5,727          
-           -           194,213      -           -           194,213       

-           -           -           24,863        -           24,863        

-           252,811      -           -           -           252,811       

-           -           -           -           -           2,019          

2,914,574   252,811      194,213      24,863        566,576      4,159,125    

2,940,907$    311,653$       194,213$       29,102$         578,799$       4,323,599$     

Special Revenue
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Debt Seizure & Unclaimed
Service Forfeiture Funds

REVENUES
   Property tax 449,112$           -$                 -$                 
   Sales tax -                -                -                
   Other taxes -                -                -                
   Charges for services -                -                -                
   Investment income 934                 -                5                     

   Miscellaneous -                -                -                

            Total revenues 450,046          -                5                     

EXPENDITURES
   Current:
      General government -                -                -                
      Public safety -                501                 -                
      Culture and recreation -                -                -                
   Debt service:
     Principal 416,470          -                -                
     Interest 163,777          -                -                

     Issuance cost 44,860            -                -                

            Total expenditures 625,107          501                 -                

EXCESS (DEFICIENCY)

 OF REVENUE OVER

   (UNDER) EXPENDITURES 175,061)(          501)(                 5                     

OTHER FINANCING SOURCES (USES)

   Transfers in 129,876          -                -                

   Transfers out -                -                -                

   Refunding bonds issued 615,000 -                -                

   Payment to refunded bond escrow agent 570,140)(          -                -                

            Total other financing sources and uses 174,736          -                -                

NET CHANGE IN FUND BALANCES 325)(                 501)(                 5                     

FUND BALANCES, BEGINNING 198,667          6,228              2,014              

FUND BALANCES, ENDING 198,342$           5,727$               2,019$               

Special Revenue

CITY OF HONDO, TEXAS

COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2022
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Permanent

Fund

Total Other
Economic STRTC Hotel Fair Hall Perpetual Governmental

Development Fund Tax & Livestock Care Funds

-$            -$            -$            -$            -$            449,112$       
660,531      -           -           -           -           660,531      

-           -           123,192      -           -           123,192      
-           97,812        -           34,341        26,950        159,103      

1,866         48              767            -           326            3,946          

-           -           -           2,124         -           2,124          

662,397      97,860        123,959      36,465        27,276        1,398,008   

52,660        201,246      85,709        -           1,179         340,794      
-           -           -           -           -           501             
-           -           -           116,108      -           116,108      

-           -           -           -           -           416,470      
-           -           -           -           -           163,777      

-           -           -           -           -           44,860        

52,660        201,246      85,709        116,108      1,179         1,082,510   

609,737      103,386)(      38,250        79,643)(        26,097        315,498      

-           2,742         -           87,033        -           219,651      

146,724)(      -           40,000)(        -           20,000)(        206,724)(      

-           -           -           -           -           615,000      

-           -           -           -           -           570,140)(      

146,724)(      2,742         40,000)(        87,033        20,000)(        57,787        

463,013      100,644)(      1,750)(         7,390         6,097         373,285      

2,451,561   353,455      195,963      17,473        560,479      3,785,840   

2,914,574$    252,811$       194,213$       24,863$         566,576$       4,159,125$    

Special Revenue
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Budgeted Amounts

 Original Final Actual

Variance with 

Final Budget - 

Positive 

(Negative)

REVENUES
   Property tax 457,244$      457,244$      449,112$     8,132)$(         

   Investment income -          -          934          934            

Total revenues 457,244     457,244     450,046    7,198)(         

EXPENDITURES
Debt service:

Principal 1,038,250  1,038,250  416,470    621,780      
Interest 247,335     247,335     163,777    83,558        

Issuance cost -          -          44,860      44,860)(        

Total expenditures 1,285,585  1,285,585  625,107    660,478      

EXCESS (DEFICIENCY) OF REVENUE

   OVER (UNDER) EXPENDITURES 828,341)(     828,341)(     175,061)(    653,280      

OTHER FINANCING SOURCES (USES)
   Transfers in 828,341     828,341     129,876    698,465)(      
   Refunding bonds issued -          -          615,000    615,000      

   Payment to refunded bond escrow agent -          -          570,140)(    570,140)(      

Total other financing sources and uses 828,341     828,341     174,736    653,605)(      

NET CHANGES IN FUND BALANCE -          -          325)(          325)(            

FUND BALANCE, BEGINNING 198,667     198,667     198,667    -           

FUND BALANCE, ENDING 198,667$      198,667$      198,342$     325)$(            

FOR THE YEAR ENDED SEPTEMBER 30, 2022

CITY OF HONDO, TEXAS

DEBT SERVICE FUND
BUDGETARY COMPARISON SCHEDULE
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Budgeted Amounts

 Original Final Actual

Variance with 

Final Budget - 

Positive 

(Negative)

REVENUES
   Sales tax 500,000$       500,000$       660,531$      160,531$       

   Investment income 13,000        13,000        1,866         11,134)(        

Total revenues 513,000      513,000      662,397     149,397      

EXPENDITURES
Current:

General government

Economic development 173,891      173,891      52,660       121,231      

Total general government 173,891      173,891      52,660       121,231      

Total expenditures 173,891      173,891      52,660       121,231      

EXCESS (DEFICIENCY) OF REVENUE

   OVER (UNDER) EXPENDITURES 339,109      339,109      609,737     270,628      

OTHER FINANCING SOURCES (USES)

   Transfers out 339,109)(      339,109)(      146,724)(     192,385      

Total other financing sources (uses) 339,109)(      339,109)(      146,724)(     192,385      

NET CHANGE IN FUND BALANCES -           -           463,013     463,013      

FUND BALANCES, BEGINNING 2,451,561   2,451,561   2,451,561  -           

FUND BALANCES, ENDING 2,451,561$    2,451,561$    2,914,574$   463,013$       

CITY OF HONDO, TEXAS

ECONOMIC DEVELOPMENT FUND
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2022
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Budgeted Amounts

 Original Final Actual

Variance with 

Final Budget - 

Positive 

(Negative)

REVENUES
   Charges for services 16,000$         16,000$         26,950$         10,950$         

   Investment income 5,000          5,000          326             4,674)(          

Total revenues 21,000        21,000        27,276        6,276          

EXPENDITURES
Current:

General government

Perpetual care 1,000          1,000          1,179          179)(             

Total general government 1,000          1,000          1,179          179)(             

Total expenditures 1,000          1,000          1,179          179)(             

EXCESS (DEFICIENCY) OF REVENUE

   OVER (UNDER) EXPENDITURES 20,000        20,000        26,097        6,097          

OTHER FINANCING SOURCES (USES)

   Transfers out 20,000)(        20,000)(        20,000)(        -           

Total other financing sources (uses) 20,000)(        20,000)(        20,000)(        -           

NET CHANGE IN FUND BALANCES -           -           6,097          6,097          

FUND BALANCES, BEGINNING 560,479      560,479      560,479      -           

FUND BALANCES, ENDING 540,479$       540,479$       566,576$       26,097$         

FOR THE YEAR ENDED SEPTEMBER 30, 2022

CITY OF HONDO, TEXAS

PERPETUAL CARE
BUDGETARY COMPARISON SCHEDULE
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Budgeted Amounts

 Original Final Actual

Variance with 

Final Budget - 

Positive 

(Negative)

REVENUES
Charges for services 116,994$      116,994$      97,812$        19,182)$(       
Intergovernmental 93,600       93,600       -          93,600)(       

Investment income -           -           48              48              

Total revenues 210,594     210,594     97,860       112,734)(     

EXPENDITURES
Current:

General government
Supplies 320,863     320,863     146,286     174,577     
Services 31,731       31,731       54,960       23,229)(       

Capital outlay 44,000       44,000       -          44,000       

Total expenditures 396,594     396,594     201,246     195,348     

EXCESS (DEFICIENCY) OF REVENUE

   OVER (UNDER) EXPENDITURES 186,000)(     186,000)(     103,386)(     82,614       

OTHER FINANCING SOURCES (USES)

   Transfers in 186,000     186,000     2,742         183,258     

            Total other financing sources and uses 186,000     186,000     2,742         183,258     

FUND BALANCES, BEGINNING 353,455     353,455     353,455     -           

FUND BALANCES, ENDING 539,455$      539,455$      252,811$      286,644)$(     

FOR THE YEAR ENDED SEPTEMBER 30, 2022

CITY OF HONDO, TEXAS

SOUTH TEXAS REGIONAL TRAINING CENTER
BUDGETARY COMPARISON SCHEDULE
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Budgeted Amounts

 Original Final Actual

Variance with 

Final Budget - 

Positive 

(Negative)

REVENUES

Occupancy tax 120,000$      120,000$      123,192$      3,192$          

Investment income -           -           767            767            

Total revenues 120,000     120,000     123,959     3,192         

EXPENDITURES

Current:

General government

Administration 97,500       97,500       85,709       11,791        

Total general government 97,500       97,500       85,709       11,791        

Total expenditures 97,500       97,500       85,709       11,791        

EXCESS (DEFICIENCY) OF REVENUE

   OVER (UNDER) EXPENDITURES 22,500       22,500       38,250       15,750        

OTHER FINANCING SOURCES (USES)

   Transfers out 22,500)(       62,500)(       40,000)(       22,500)(        

            Total other financing sources and uses 22,500)(       62,500)(       40,000)(       22,500)(        

FUND BALANCES, BEGINNING 195,963     195,963     195,963     -           

FUND BALANCES, ENDING 150,963$      70,963$        194,213$      123,250$       

CITY OF HONDO, TEXAS

HOTEL TAX FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2022
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STATISTICAL SECTION 
 

This part of the City of Hondo, Texas’ annual comprehensive financial report presents detailed 
information as a context for understanding what the information in the financial statements, note 
disclosures, and required supplementary information says about the City’s overall financial health. 
 

Contents 
 Page 

 
Financial Trends 61 - 70 
 These schedules contain trend information to help the reader understand how 

the City’s financial performance and well-being have changed over time. 
 

Net Position by Component 
Changes in Net Position 
Fund Balances, Governmental Funds 
Changes in Fund Balances, Governmental Funds 

 

Revenue Capacity 71 - 79 
 These schedules contain information to help the reader assess the factors 

affecting the City’s ability to generate its property and sales tax. 
 

Tax Revenues by Source, Governmental Funds 
Total Water and Sewer Consumption and Rates 
Principal Water Consumers 
Total Electric Consumption and Rates 
Principal Electric Consumers 
Assessed Value and Actual Value of Property 
Direct and Overlapping Property Tax Rates 
Principal Property Taxpayers 

Property Tax Levies and Collections 
 
Debt Capacity 80 - 86 
 These schedules present information to help the reader assess the affordability 

of the City’s current levels of outstanding debt and the City’s ability to issue 
additional debt in the future. 

 
Ratios of Outstanding Debt by Type 
Ratios of General Bonded Debt Outstanding 
Direct and Overlapping Governmental Activities Debt 
Legal Debt Margin 

Pledged Revenue Coverage – Water and Sewer 
Pledged Revenue Coverage – Electric 

 
Demographic and Economic Information 87 - 88  
 These schedules offer demographic and economic indicators to help the reader 

understand the environment within which the City’s financial activities take 
place. 

 
Demographic and Economic Statistics 
Principal Employers 

 
Operating Information 89 - 93 

 These schedules contain service and infrastructure data to help the reader 
understand how the information in the City’s financial report relates to the 
services the City provides and the activities it performs. 

 
Operating Indicators by Function 
Capital Asset Statistics 
Full-time Equivalent City Employees by Function 

 
Sources: Unless otherwise noted, the information in these schedules is derived from the annual 

financial reports for the relevant year. 
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2022 2021 2020 2019

Governmental activities:

   Net investment in capital assets 10,625,513$     11,515,548$     11,284,765$     11,207,516$     

   Restricted 3,900,145      4,636,555      3,650,503      3,321,276      

   Unrestricted 4,977,836      2,721,525      3,020,122      2,006,771      

        Total governmental activities net position 19,503,494$     18,873,628$     17,955,390$     16,535,563$     

Business-type activities:

   Net investment in capital assets 24,672,346$     25,962,052$     25,744,316$     25,074,025$     

   Restricted -              -              -              -              

   Unrestricted 9,808,872      6,446,787      5,148,307      4,031,012      

         Total business-type activities net position 34,481,218$     32,408,839$     30,892,623$     29,105,037$     

Primary government:

   Net investment in capital assets 35,297,859$     37,477,600$     37,029,081$     36,281,541$     

   Restricted 3,900,145      4,636,555      3,650,503      3,321,276      

   Unrestricted 14,786,708    9,168,312      8,168,429      6,037,783      

        Total primary government net position 53,984,712$     51,282,467$     48,848,013$     45,640,600$     

Source:  Annual Comprehensive Financial Reports

Fiscal Year

CITY OF HONDO, TEXAS

NET POSITION BY COMPONENT

LAST TEN FISCAL YEARS
(Unaudited) (Amounts Expressed in Thousands)

(accrual basis of accounting)
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TABLE 1

2018 2017 2016 2015 2014 2013

9,422,569$          8,182,720$          7,122,538$          6,850,373$          8,339,222$          8,868,905$          

3,645,681         2,697,464         3,880,549         3,185,244         1,415,138         1,713,408         

989,918            2,009,275         1,332,046         1,254,484         1,275,488         859,873            

14,058,168$        12,889,459$        12,335,133$        11,290,101$        11,029,848$        11,442,186$        

24,902,646$        23,843,466$        25,154,199$        23,941,373$        23,910,599$        22,941,746$        

-                 -                 -                 -                 210,020            586,691            

2,555,856         2,693,999         1,260,092         1,417,576         1,099,641         88,369             

27,458,502$        26,537,465$        26,414,291$        25,358,949$        25,220,260$        23,616,806$        

34,325,215$        32,026,186$        32,276,737$        30,791,746$        32,249,821$        31,810,651$        

3,645,681         2,697,464         3,880,549         3,185,244         1,625,158         2,300,099         

3,545,774         4,703,274         2,592,138         2,672,060         2,375,129         948,242            

41,516,670$        39,426,924$        38,749,424$        36,649,050$        36,250,108$        35,058,992$        

Fiscal Year
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2022 2021 2020 2019

EXPENSES

   Governmental activities:

      General government 2,506,244$       3,106,383$       2,610,975$     1,683,062$       

      Public safety 2,275,794      2,198,655      2,094,485    2,100,858      

      Judicial 133,103        114,812         100,901       110,905        

      Culture and recreation 1,918,308      1,244,278      1,268,470    1,928,242      

      Public works 1,779,049      2,472,981      2,477,122    1,284,772      

      Interest on long-term debt 179,467        172,059         276,529       110,796        

      Issuance cost 55,968          -              -            -              

            Total governmental activities expenses 8,847,933      9,309,168      8,828,482    7,218,635      

   Business-type activities:

      Electric 6,101,439      5,976,797      6,231,640    6,110,591      

      Water and sewer 2,196,852      2,492,616      2,907,202    2,441,478      

      Airport 1,373,368      1,202,003      1,311,027    1,379,249      

      Sanitation 1,349,044      1,287,090      1,331,743    1,321,953      

            Total business-type activities expenses 11,020,703    10,958,506    11,781,612  11,253,271    

            Total primary government expenses 19,868,636$     20,267,674$     20,610,094$   18,471,906$     

PROGRAM REVENUES

   Governmental activities:

      Fees, fines, and charges for services:

         General government 406,575$         390,501$          888,289$        320,971$         

         Public safety 49,720          100,215         51,194         38,982          

         Judicial 42,216          54,134           35,663         60,570          

         Culture and recreation 216,159        170,651         124,310       244,274        

         Public works -              35                 403,261       708               

      Operating grants and contributions 41,269          1,191,787      690,274       105,371        

      Capital grants and contributions 11,076          102,879         162,618       726,762        

            Total governmental activities

            program revenues 767,015        2,010,202      2,355,609    1,497,638      

   Business-type activities:

      Charges for services:

         Electric 9,329,708      9,090,890      9,760,677    9,360,017      

         Water and sewer 5,250,831      5,089,597      4,974,223    4,147,771      

         Airport 1,116,441      750,247         808,866       894,012        

         Sanitation 1,425,948      1,433,623      1,449,009    1,403,200      

      Capital grants and contributions 32,642          311,965         134,602       270,856        

            Total business-type activities

            program revenues 17,155,570    16,676,322    17,127,377  16,075,856    

            Total primary government

            program revenues 17,922,585$     18,686,524$     19,482,986$   17,573,494$     

Fiscal Year

CITY OF HONDO, TEXAS

CHANGES IN NET POSITION

LAST TEN FISCAL YEARS
(Unaudited)

(accrual basis of accounting)
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TABLE 2

2018 2017 2016 2015 2014 2013

1,569,611$       1,537,248$       1,398,252$       1,341,414$       1,932,881$       1,584,053$       

1,904,235      1,885,309      1,699,171      1,629,587      1,539,701      1,429,390      

107,932        116,926        103,791        133,077        95,117          72,587          

1,886,141      1,815,614      1,574,709      1,511,370      1,593,578      1,454,435      

1,324,824      1,437,598      1,450,028      1,328,843      1,567,434      1,318,524      

118,552        165,322        186,883        141,642        -              95,841          

-              -              -              -              -              -              

6,911,295      6,958,017      6,412,834      6,085,933      6,728,711      5,954,830      

6,905,253      6,897,935      6,435,595      6,052,647      5,744,881      6,001,541      

2,309,930      2,524,656      2,271,277      2,322,578      2,093,799      1,899,773      

1,304,189      1,360,976      1,318,748      1,383,178      1,490,499      1,260,199      

1,317,579      1,319,815      1,203,091      1,175,650      1,217,815      1,170,246      

11,836,951    12,103,382    11,228,711    10,934,053    10,546,994    10,331,759    

18,748,246$     19,061,399$     17,641,545$     17,019,986$     17,275,705$     16,286,589$     

265,375$         289,589$         355,682$         208,224$         822,324$         374,376$         

85,381          71,296          69,511          54,803          19,701          16,181          

86,539          111,206        101,527        159,637        110,065        72,360          

247,293        233,647        208,417        178,880        126,683        120,150        

-              -              -              -              -              -              

4,783            140,211        15,256          7,871            54,465          -              

731,675        223,284        -              -              -              695,573        

1,421,046      1,069,233      750,393        609,415        1,133,238      1,278,640      

9,493,009      9,178,972      10,163,815    9,128,350      9,203,394      8,144,304      

4,075,548      3,876,333      2,867,187      2,354,102      2,397,845      2,311,614      

837,023        776,901        827,271        840,819        841,029        1,149,867      

1,358,728      1,328,645      1,271,633      1,254,646      1,239,036      772,920        

62,102          316,636        63,218          292,272        1,507,203      587,380        

15,826,410    15,477,487    15,193,124    13,870,189    15,188,507    12,966,085    

17,247,456$     16,546,720$     15,943,517$     14,479,604$     16,321,745$     14,244,725$     

Fiscal Year
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2022 2021 2020 2019

NET (EXPENSE) REVENUES

   Governmental activities 8,080,918)$(      7,298,966)$(      6,472,873)$(    5,720,997)$(      

   Business-type activities 6,134,867      5,717,816      5,345,765    4,822,585      

            Total primary government net expense 1,946,051)(      1,581,150)(      1,127,108)(    898,412)(        

GENERAL REVENUES AND OTHER 

CHANGES IN NET POSITION

   Governmental activities:

      Taxes

         Property 1,888,019      1,785,669      1,694,073    1,601,434      

         Sales 1,989,510      1,883,673      1,729,403    2,896,251      

         Other 201,951        190,201         127,592       175,727        

      Investment earnings 47,973          19,081           83,300         99,953          

      Miscellaneous 156,965        46,772           74,240         151,729        

      Gain on sale of capital assets -              37,830           322,914       -              

      Transfers and PILOT 4,426,366      4,561,934      3,861,178    3,273,298      

            Total governmental activities 8,710,784      8,525,160      7,892,700    8,198,392      

   Business-type activities:

      Investment earnings 24,651          399               30,987         85,036          

      Miscellaneous 339,227        359,935         167,012       12,212          

      Gain on sale of capital assets -              -              105,000       -              

      Transfers and PILOT 4,426,366)(      4,561,934)(      3,861,178)(    3,273,298)(      

            Total business-type activities 4,062,488)(      4,201,600)(      3,558,179)(    3,176,050)(      

            Total primary government 4,648,296      4,323,560      4,334,521    5,022,342      

CHANGE IN NET POSITION

   Governmental activities 629,866        1,226,194      1,419,827    2,477,395      

   Business-type activities 2,072,379      1,516,216      1,787,586    1,646,535      

            Total primary government 2,702,245$       2,742,410$       3,207,413$     4,123,930$       

Source:  Annual Comprehensive Financial Reports

Fiscal Year

CITY OF HONDO, TEXAS

CHANGES IN NET POSITION

LAST TEN FISCAL YEARS

(accrual basis of accounting)

(continued)

(Unaudited)
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TABLE 2

2018 2017 2016 2015 2014 2013

5,490,249)$(      5,888,784)$(      5,662,441)$(      5,476,518)$(      5,595,473)$(      4,676,190)$(      

3,989,459      3,374,105      3,964,413      2,936,136      4,641,513      2,634,326      

1,500,790)(      2,514,679)(      1,698,028)(      2,540,382)(      953,960)(        2,041,864)(      

1,511,949      1,389,066      1,183,968      1,070,383      1,019,171      992,802        

1,824,144      1,509,044      1,631,989      1,591,844      1,324,079      1,270,315      

141,969        189,760        172,642        184,952        101,677        112,885        

75,061          22,730          11,178          8,927            14,936          10,506          

66,729          74,111          554,349        32,381          118,496        95,704          

-              -              -              -              -              -              

3,273,297      3,258,399      3,153,347      3,320,854      2,744,033      1,639,289      

6,893,149      6,443,110      6,707,473      6,209,341      5,322,392      4,121,501      

30,523          7,468            78                 663               557               1,498            

248,333        -              244,198        50,174          96,988)(          65,741          

-              -              -              -              -              -              

3,273,297)(      3,258,399)(      3,153,347)(      3,320,854)(      2,744,033)(      1,639,289)(      

2,994,441)(      3,250,931)(      2,909,071)(      3,270,017)(      2,840,464)(      1,572,050)(      

3,898,708      3,192,179      3,798,402      2,939,324      2,481,928      2,549,451      

1,402,900      554,326        1,045,032      732,823        273,081)(        554,689)(        

995,018        123,174        1,055,342      333,881)(        1,801,049      1,062,276      

2,397,918$       677,500$         2,100,374$       398,942$         1,527,968$       507,587$         

Fiscal Year
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2022 2021 2020 2019
General Fund
   Non-spendable 7,734$           4,336$           7,686$           4,627$           
   Restricted -            -            -            24,309        
   Committed -            -            -            449,113       
   Assigned 6,967          -            74,713        -            

   Unassigned 4,639,965    3,241,185    3,937,618    2,542,749    

         Total general fund 4,654,666$     3,245,521$     4,020,017$     3,020,798$     

All other governmental funds

   Non-spendable 566,576       560,479       554,399       564,290       

   Restricted 7,398,974    7,468,573    2,624,358    2,721,289    

   Committed 254,830       355,469       219,545       269,468       

   Unassigned, reported in:

      Special revenue funds -            -            -            -            

         Total all other governmental funds 8,220,380$     8,384,521$     3,398,302$     3,555,047$     

Source:  Annual Comprehensive Financial Reports

GOVERNMENTAL FUNDS
FUND BALANCES

CITY OF HONDO, TEXAS

Fiscal Year

(modified accrual basis of accounting)

(Unaudited) (Amounts Expressed in Thousands)
LAST TEN FISCAL YEARS
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TABLE 3

2018 2017 2016 2015 2014 2013

5,149$           66,382$         2,040$           56,717$         -$             -$             
25,141        24,325        19,376        18,235        -            -            

144,066       85,786        268,770       483,515       195,475       34,606        
-            -            -            -            -            -            

1,887,629    2,221,841    2,397,127    1,346,429    1,008,975    645,663       

2,061,985$     2,398,334$     2,687,313$     1,904,896$     1,204,450$     680,269$        

545,990       532,590       519,290       600,835       -            -            

3,065,666    2,712,416    3,366,672    2,587,639    971,097       1,414,643    

128,840       96,259        89,534        206,686       -            -            

-            -            -            -            233,712       297,634       

3,740,496$     3,341,265$     3,975,496$     3,395,160$     1,204,809$     1,712,277$     

Fiscal Year
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2022 2021 2020 2019
REVENUES
   Taxes:
      Property 1,882,159$   1,793,943$   1,716,679$   1,596,908$   
      Sales 1,989,510  1,883,673  1,729,403  2,896,251  
      Other 201,951     190,201     127,592     175,727     
   Licenses and permits 169,709     124,549     312,905     185,801     
   Intergovernmental 657,367     521,376     373,408     920,943     
   Charges for services 517,517     511,639     443,137     437,220     
   Fines and forfeitures 42,776       61,395       39,206       60,824       

   Interest income 47,973       19,081       83,300       99,974       
   Payments in lieu of taxes -          -          -          3,154,988  

   Miscellaneous 72,426       46,772       74,240       51,213       

            Total revenues 5,581,388  5,152,629  4,899,870  9,579,849  

EXPENDITURES
   General government 2,399,915  2,884,633  2,139,053  1,589,873  
   Public safety 2,251,375  2,053,805  1,931,559  1,931,022  
   Judicial 141,326     118,515     101,587     109,830     
   Culture and recreation 1,820,369  1,059,696  1,092,810  1,726,498  
   Public works 1,386,959  2,081,668  1,623,890  805,287     
   Capital outlay 922,729     500,131     649,590     2,246,299  
   Debt service:

      Principal 454,278     437,690     423,910     416,390     
      Interest and fiscal charges 164,323     159,410     279,089     111,962     

      Bond issuance costs 72,860       -          -          -          

            Total expenditures 9,614,134  9,295,548  8,241,488  8,937,161  

EXCESS (DEFICIENCY) OF REVENUES

   OVER (UNDER) EXPENDITURES 4,032,746)$(  4,142,919)$(  3,341,618)$(  642,688$      

OTHER FINANCING SOURCES (USES)
   Issuance of debt 685,000     3,725,000  -          -          
   Refunding bonds issued 615,000     -          -          -          
   Premium on bonds -          337,834     -          -          
   Payment to refunded bond escrow agent 570,140)(     -          -          -          

   Leases issued 36,985       -          -          -          
   Sale of capital assets -          37,830       322,914     12,366       

   Transfers in (out) 4,426,366  4,561,934  3,861,178  118,310     

   Insurance recoveries 84,539       -          -          -          

            Total other financing sources (uses) 5,277,750  8,662,598  4,184,092  130,676     

NET CHANGE IN FUND BALANCES 1,245,004$   4,519,679$   842,474$      773,364$      

DEBT SERVICE AS A PERCENTAGE OF

   NONCAPITAL EXPENDITURES 7.1% 7.1% 9.3% 7.9%

Source:  Annual Comprehensive Financial Reports

Fiscal Year

CITY OF HONDO, TEXAS

CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

LAST TEN FISCAL YEARS
(Unaudited) (Amounts Expressed in Thousands)

(modified accrual basis of accounting)
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TABLE 4

2018 2017 2016 2015 2014 2013

1,487,987$   1,378,474$   1,174,053$   1,064,110$      1,018,498$   993,367$      
1,824,144  1,509,043  1,631,988  1,591,844     1,324,079  1,270,315  

141,969     189,759     172,642     184,954        258,918     156,473     
138,474     162,402     218,810     76,182          39,431       35,185       
663,097     496,456     20,539       10,778          49,730       651,955     
473,401     445,275     415,343     382,035        1,236,014  434,637     
91,039       117,486     103,921     162,693        110,066     72,360       

75,062       22,732       11,169       8,924            14,936       10,506       
3,154,988  3,154,988  3,155,000  3,155,004     -          -          

124,062     46,154       63,189       23,837          83,800       225,287     

8,174,223  7,522,769  6,966,654  6,660,361     4,135,472  3,850,085  

1,488,800  1,442,226  1,284,656  1,297,852     1,765,100  1,751,045  
1,825,309  1,760,014  1,607,141  1,603,595     1,501,501  1,372,327  

108,650     116,165     101,102     132,518        95,117       72,587       
1,737,885  1,793,557  1,438,348  1,474,574     1,503,475  1,355,922  

906,233     1,006,556  1,029,662  957,164        1,205,369  985,097     
1,642,161  1,954,319  2,327,330  380,035        -          -          

414,500     384,907     248,829     187,712        1,131,657  153,951     
119,814     111,371     180,513     141,988        144,109     98,075       

-          25,504       -           -             -          -          

8,243,352  8,594,619  8,217,581  6,175,438     7,346,328  5,789,004  

69,129)$(       1,071,850)$(  1,250,927)$(  484,923$         3,210,856)$(  1,938,919)$(  

-          1,300,000  2,030,000  -             1,053,360  -          
-          -          -           -             -          -          
-          -          -           -             -          -          
-          1,272,005)(  -           -             -          -          

-          -          -           -             -          -          
13,702       17,234       585,333     935              -          48,932       

118,309     103,411     1,653)(         165,850        2,744,033  1,639,289  

-          -          -           -             -          -          

132,011     148,640     2,613,680  166,785        3,797,393  1,688,221  

62,882$        923,210)$(     1,362,753$   651,708$         586,537$      250,698)$(     

8.1% 7.5% 7.3% 5.7% 17.4% 4.4%

Fiscal Year
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TABLE 5

Fiscal Mixed

Year Property Sales & Use Beverage Franchise Hotel Total

2022 1,882,159$       1,989,510$      7,476$            71,283$          123,192$        4,073,620$          

2021 1,785,669      1,883,673     2,937           66,733         120,531       3,859,543         

2020 1,716,679      1,729,403     857             43,349         83,386         3,573,674         

2019 1,596,908      2,896,251     1,210           41,801         132,716       4,668,886         

2018 1,487,987      1,824,144     2,952           28,896         110,121       3,454,100         

2017 1,378,474      1,509,043     3,301           66,664         119,794       3,077,276         

2016 1,174,053      1,631,988     4,708           62,024         105,910       2,978,683         

2015 1,064,110      1,591,844     2,714           58,654         123,584       2,840,906         

2014 1,018,498      1,324,079     2,720           157,241       98,957         2,601,495         

2013 993,367         1,270,315     1,491           45,109         111,364       2,420,155         

LAST TEN FISCAL YEARS

TAX REVENUE BY SOURCE - GOVERNEMNTAL FUNDS

CITY OF HONDO, TEXAS
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TABLE 6

Fiscal Water Sewer

Year Total Water Base Rate Water Base Rate Sewer

Ended Consumption (Includes Initial Rate Per (Includes Initial Rate Per

September 30, (In Gallons) first 2,000) 1,000 Gallons first 2,000) 1,000 Gallons

2022 602,567,631     31.21         2.44              25.00       1.70                

2021 536,810,300     31.21         2.44              25.00       1.70                

2020 536,564,300     30.00         2.44              25.00       1.70                

2019 476,853,400     30.00         2.44              25.00       1.70                

2018 447,534,800     30.00         2.44              25.00       1.70                

2017 526,194,400     30.00         2.44              25.00       1.70                

2016 378,476,700     23.00         2.44              15.00       1.70                

2015 483,572,500     11.50         2.44              7.08         1.70                

2014 490,208,500     11.50         2.44              7.08         1.70                

2013 501,434,700     11.50         2.44              7.08         1.70                

LAST TEN FISCAL YEARS

TOTAL WATER AND SEWER CONSUMPTION AND RATES

CITY OF HONDO, TEXAS

72

Page 121 of 215



TABLE 7

Total Percentage of Total Percentage of

Water Total City Water Total City

Consumption Water Consumption Consumption

Consumers (in Gallons) Rank Consumption (in Gallons) Rank Consumption

Texas Dept of Criminal Justice 217,650,000     1 36.12%      89,067,300     1 17.76%      

Texas Dept of Criminal Justice 27,660,000       2 4.59%        23,168,400     2 4.62%        

PTCAA 15,143,700       3 2.51%        -               -           

Martin Resources 4,969,800         4 0.82%        -               -           

Las Palomas 4,206,600       5 0.70%        -               -           

City of Hondo Swimming pool 3,639,800         6 0.60%        1,769,800       10 0.35%        

Medina County Sheriff's Office 2,869,700         7 0.48%        2,659,700       7 0.53%        

South Texas Liquid Terminal 2,282,700         8 0.38%        1,851,600       9 0.37%        

City of Hondo 2,272,800         9 0.38%        -               -           

Medina Electric Coop Inc. 2,152,600         10 0.36%        -           

City of Hondo Golf Course -               21,184,200     3 4.22%        

Medina County Courthouse -               -           8,749,100       4 1.74%        

Medina Ranch Mobile Homes -               -           3,864,600       5 0.77%        

Hondo ISD -               -           2,927,000       6 0.58%        

Best Western -               2,188,200       8 0.44%        

    TOTAL 282,847,700   46.94%      157,456,900   31.40%      

Total City Water Consumption 602,567,631     501,434,700     

2022 2013

CURRENT AND NINE YEARS AGO

PRINCIAL WATER AND SEWER CONSUMERS

CITY OF HONDO, TEXAS
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TABLE 8

Fiscal

Year Total Electric

Ended Consumption Electric Initial Rate Per

September 30, (In KWH) Base Rate Per KWH

2022 78,286,807               15.00          0.1137         

2021 73,038,220               15.00          0.1137         

2020 75,767,613               15.00          0.1137         

2019 73,616,091               15.00          0.1137         

2018 76,206,703               15.00          0.1137         

2017 72,464,108               15.00          0.1137         

2016 73,555,397               15.00          0.1137         

2015 74,378,945               9.30           0.1160         

2014 74,963,254               9.30           0.1160         

2013 72,520,229               9.30           0.1040         

LAST TEN FISCAL YEARS

TOTAL ELECTRIC CONSUMPTION AND RATES

CITY OF HONDO, TEXAS
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TABLE 9

Total Percentage of Total Percentage of

Electric Total City Electric Total City

Consumption Electric Consumption Consumption

Consumers (in KWH) Rank Consumption (in KWH) Rank Consumption

Texas Dept of Criminal Justice 6,394,196      1 8.17%        7,526,400      1 10.38%      

Wal-mart Stores 3,748,500      2 4.79%        4,262,500      2 5.88%        

Medina Community Hospital 3,634,500      3 4.64%        2,645,250      3 3.65%        

Martin Resources 2,179,000      4 2.78%        1,048,994      7 1.45%        

City of Hondo 1,779,000      5 2.27%        2,148,600      4 2.96%        

James Avery Craftsman 1,590,920      6 2.03%        1,052,160      6 1.45%        

HEB 1,473,000      7 1.88%        -              -           

City of Hondo Water Tower 1,190,600      8 1.52%        818,400         8 1.13%        

Medina County Sheriff's Office 1,017,200      9 1.30%        1,624,500      5 2.24%        

Hondo ISD 698,200         10 0.89%        760,600         9 1.05%        

McDonald's -              -           684,960         10 0.94%        

    TOTAL 23,705,116     30.28%      22,572,364     31.13%      

Total City Electric Consumption 78,286,807      72,520,229      

2022 2013

CURRENT AND NINE YEARS AGO

PRINCIPLE ELEXTRIC CONSUMERS

CITY OF HONDO, TEXAS
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TABLE 10

Fiscal

Year Agricultural & Less: Total Taxable Total

Ended Residential Commercial Tax-Exempt Assessed Direct

September 30, Property Property Property Value Tax Rate

2022 219,050,573$       175,555,656$         41,418,847$          353,187,382$         0.4866     

2021 216,587,473      174,641,114        39,171,839         352,056,748        0.4940     

2020 170,955,903      187,347,334        19,873,170         338,430,067        0.5105     

2019 166,674,313      176,297,851        33,483,972         309,488,192        0.5109     

2018 163,024,971      164,400,490        36,092,637         291,332,824        0.5139     

2017 137,805,351      141,818,105        25,719,269         253,904,187        0.5139     

2016 137,129,210      140,440,295        19,092,370         258,477,135        0.4527     

2015 134,856,515      142,109,350        19,263,450         257,702,415        0.4974     

2014 123,259,604      125,039,826        18,904,001         229,395,429        0.4089     

2013 123,279,725      124,368,380        18,804,061         228,844,044        0.4089     

Source: Medina County Appraisal District

* Total Taxable Assessed Value and Total Estimated Actual Value of taxable property is the same.

LAST TEN FISCAL YEARS

ASSESS VALUE AND ACTUAL TAXABLE VALUE OF PROPERTY

CITY OF HONDO, TEXAS
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TABLE 11

Medina

Fiscal Basic Debt Hondo Medina County

Year Rate Service Total ISD County Hospital

2022 0.2894      0.1476      0.4370      1.1446      0.4822      0.0937      

2021 0.3668      0.1198      0.4866      1.1320      0.4312      0.0984      

2020 0.3796      0.1144      0.4940      1.1997      0.4562      0.1000      

2019 0.3823      0.1286      0.5109      1.3750      0.5517      0.0645      

2018 0.3759      0.1380      0.5139      1.3750      0.5517      0.0644      

2017 0.3866      0.1273      0.5139      1.3800      0.5517      0.0638      

2016 0.3614      0.0913      0.4527      1.3150      0.5517      0.0641      

2015 0.3010      0.1964      0.4974      1.1400      0.5250      0.0608      

2014 0.3362      0.0727      0.4089      1.1400      0.5250      0.0581      

2013 0.3181      0.0908      0.4089      1.1400      0.5380      0.0581      

City Direct Rates Overlapping Rates

LAST TEN FISCAL YEARS

DIRECT AND OVERLAPPING PROPERTY TAX RATES

CITY OF HONDO, TEXAS
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TABLE 12

Percentage Percentage

of Total City of Total City

Taxable Taxable Taxable  Taxable

Assessed Assessed Assessed Assessed

Taxpayer Value Rank Value Value Rank Value

Wal-Mart Stores Business Trust 7,046,270    1 2.00%          8,430,660    1 3.68%          

2805 Ave U LLC 4,360,902    2 1.23%          -            

Siddhi Inc. Best Western 3,608,760    3 1.02%          1,955,745    4 0.85%          

Irene B. Hoadley 3,565,076    4 1.01%          2,061,771    3 0.90%          

Medina Electric CO-OP Inc. 2,758,021    5 0.78%          -            

Cecil Atkission Ford 2,496,760    6 0.71%          1,255,072      10 0.55%          

Revive Landmark Hondo LLC 2,269,538    7 0.64%          -            

HEB Grocery 2,126,831    8 0.60%          2,242,331    2 0.98%          

Groff Land Enterprises LP 2,039,059    9 0.58%          -            

Olmos Realty Investments 1,813,540    10 0.51%          -            

Medina Nursing Property, LLC -             1,766,011    5 0.77%          

Hanumante LLC -             1,370,849    7 0.60%          

Holland & Lee Properties LLC -             1,330,201    8 0.58%          

Hanbeck LTD -             1,300,000    9 0.57%          

James Avery Craftsman Inc -             1,481,392    6 0.65%          

Total 32,084,757$   16.07%        23,194,032$   10.14%        

2022 2013

CURRENT AND NINE YEARS AGO

PRINCIPAL PROPERTY TAXPAYERS

CITY OF HONDO, TEXAS
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TABLE 13

Fiscal

Year Taxes Levied Collections

Ended for the Percentage In Subsequent Percentage

September 30, Fiscal Year Amount of Levy Years Amount of Levy

2013 989,383      954,488            96.47%   34,428       988,916     99.95%   

2014 1,007,151    972,266            96.54%   34,362       1,006,628  99.95%   

2015 1,062,074    1,027,490         96.74%   33,816       1,061,306  99.93%   

2016 1,178,873    1,137,045         96.45%   40,475       1,177,520  99.89%   

2017 1,367,968    1,322,063         96.64%   43,214       1,365,277  99.80%   

2018 1,489,579    1,441,735         96.79%   44,688       1,486,423  99.79%   

2019 1,582,108    1,534,743         97.01%   43,337       1,578,080  99.75%   

2020 1,742,423    1,709,313         98.10%   28,055       1,737,368  99.71%   

2021 1,739,126    1,698,163         97.64%   27,488       1,725,652  99.23%   

2022 1,865,706    1,810,909         97.06%   -           1,810,909  97.06%   

CITY OF HONDO, TEXAS

Collected within the

Fiscal Year of the Levy Total Collections to Date

LAST TEN FISCAL YEARS

PROPERTY TAX LEVIES AND COLLECTIONS
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Certificates General

Fiscal of Obligation Revenue Tax

Year Obligation Bonds Bonds Notes Leases

2022 5,140,942$            1,067,090$            550,000$               685,000$               91,534$                 

2021 5,287,834           1,288,560           560,000              -                   -                   

2020 1,405,000           1,496,250           610,000              -                   -                   

2019 2,230,160           1,050,000           655,000              -                   -                   

2018 2,561,550           1,090,000           700,000              -                   -                   

2017 2,761,050           1,260,000           745,000              -                   -                   

2016 2,953,030           1,317,314           785,000              31,975                -                   

2015 1,023,120           1,395,814           825,000              62,215                -                   

2014 1,038,870           1,498,502           865,000              91,489                -                   

2013 -                   2,622,331           905,000              119,827              -                   

LAST TEN FISCAL YEARS

RATIOS OF OUTSTANDING DEBT BY TYPE

CITY OF HONDO, TEXAS

Governmental Activities

80

Page 130 of 215



TABLE 14

Certificates General Total Percent

Revenue of Obligation Tax Primary of Personal Per 

Bonds Obligation Bonds Notes Leases Government Income Capita

-$        5,125,000$    925,910$       -$          55,552$      13,585,476$    7.70% 1,388     

-       5,485,000   1,103,440   -         -         13,387,000   7.39% 1,395     

-       5,845,000   1,278,750   -         -         10,635,000   5.97% 1,127     

-       6,200,000   1,451,840   -         -         11,587,000   6.90% 1,234     

-       6,550,000   1,648,450   -         -         12,550,000   8.14% 1,349     

-       6,900,000   1,783,950   -         -         13,450,000   9.32% 1,461     

-       1,717,685   1,917,970   -         -         8,722,974     6.65% 961        

-       1,849,186   600,880      -         -         5,756,215     4.67% 639        

-       2,013,318   652,310      27,629     -         6,187,118     5.15% 692        

-       2,787,669   -           54,453     -         6,489,280     5.02% 730        

LAST TEN FISCAL YEARS

RATIOS OF OUTSTANDING DEBT BY TYPE

CITY OF HONDO, TEXAS

Business-Type Activities
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TABLE 15

Percentage

Actual of Actual

Certificates General Available in Taxable Taxable

Fiscal of Obligation Debt Service Value of Value of Per

Year Obligation Bonds Funds Total Property Property Capita*

2022 5,140,942$      1,067,090$      189,475)$(      6,018,557$    353,187,382$    1.70% 615 

2021 4,950,000     2,392,000     193,852)(      7,148,148   352,056,748   2.03% 745 

2020 1,405,000     2,775,000     169,725)(      4,010,275   329,798,889   1.22% 425 

2019 1,050,000     3,682,000     160,421)(      4,571,579   309,488,192   1.48% 487 

2018 1,090,000     4,210,000     160,094)(      5,139,906   291,332,824   1.76% 552 

2017 1,260,000     4,545,000     166,158)(      5,638,842   253,904,187   2.22% 613 

2016 1,317,314     4,871,000     162,788)(      6,025,526   258,477,135   2.33% 664 

2015 1,395,814     1,624,000     167,495)(      2,852,319   257,702,415   1.11% 317 

2014 1,498,502     1,691,180     148,764)(      3,040,918   229,395,429   1.33% 340 

2013 2,622,331     -             189,475)(      2,432,856   228,844,044   1.06% 274 

Note: Details regarding the City's outstanding debt can be found in the notes to the financial 

statements.

*Per Capita was derived using population data on Table 21.

General Bonded Debt Outstanding

LAST TEN FISCAL YEARS

RATIOS OF GENERAL BONDED DEBT OUTSTANDING

CITY OF HONDO, TEXAS
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TABLE 16

Estimated

Estimated Share of

Debt Percentage Overlapping

Governmental Unit Outstanding Applicable Debt

Debt  repaid with property taxes:

Hondo ISD 34,818,000$       43.93% 15,295,547$         

Medina County 28,650,000      8.80% 2,521,200         

Subtotal, Overlapping Debt 17,816,747        

City Governmental Activities Direct Debt 6,208,032         

    TOTAL NET OVERLAPPING DEBT 24,024,779$         

Total Direct and Overlapping Debt % of A.V. 6.82%

Total Direct and Overlapping Debt per Capita 32,252$               

SEPTEMBER 30, 2022

DIRECT AND OVERLAPPING GOVERNEMNTAL ACTIVITIES DEBT

CITY OF HONDO, TEXAS

83

Page 133 of 215



TABLE 17

Assessed Value, 2021 Tax Roll $353,187,382

Debt Limit - Texas statues do not provide a legal

  debt limit for cities; however, through accepted

  practice a practical "economic" debt limit is

  considered to be 10% of the assessed value. 35,318,738$      

Amount of Applicable Debt:

General Bonded Debt 6,208,032$        

Less Debt Service Net Position 189,475)(          6,018,557       

DEBT MARGIN 29,300,181$      

Total Net Debt as a Percentage

  of Debt Margin 21%

Fiscal Year

2019 2020 2021

Assessed Value 309,488,192$     338,430,067$    $352,056,748

Debt Limit 30,948,819     33,843,007     35,205,675       

Total Net Debt Applicable to Limit 3,119,739       2,731,525       6,039,833       

Total Debt Margin 27,829,080$      31,111,482$      29,165,842$      

2016 2017 2018

Assessed Value 258,477,135$     253,904,187$    291,332,824$    

Debt Limit 25,847,714     25,390,419     29,133,282     

Total Net Debt Applicable to Limit 4,107,556       3,854,892       3,491,456       

Total Debt Margin 21,740,158$      21,535,527$      25,641,826$      

2013 2014 2015

Assessed Value 228,844,044$     229,395,429$    257,702,415$    

Debt Limit 22,884,404     22,939,543     25,770,242     

Total Net Debt Applicable to Limit 2,484,312       2,388,608       2,251,439       

Total Debt Margin 20,400,092$      20,550,935$      23,518,803$      

LAST TEN FISCAL YEARS

LEGAL DEBT MARGIN

CITY OF HONDO, TEXAS
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TABLE 18

Utility Less:  Net

Fiscal Service Operating Available

Year Charges Expenses Revenue Principal Interest Coverage

2022 5,391,545$     1,592,829$     3,798,716$     472,530$    149,385$    6.11   

2021 5,089,597    2,337,031    2,752,566    470,310   158,350   4.38   

2020 5,039,847    2,843,919    2,195,928    470,310   164,767   3.46   

2019 4,147,768    1,561,953    2,585,815    456,610   169,107   4.13   

2018 4,075,548    1,473,489    2,602,059    450,500   173,069   4.17   

2017 3,876,333    1,520,862    2,355,471    957,888   153,823   2.12   

2016 2,867,187    1,556,267    1,310,920    188,299   71,937     5.04   

2015 2,354,102    1,635,959    718,143       130,828   46,916     4.04   

2014 2,397,845    1,454,058    943,787       82,296     51,692     7.04   

2013 2,350,539    1,505,266    845,273       65,508     64,610     6.50   

Water and Sewer Revenue Bonds

Debt Service

LAST TEN FISCAL YEARS

PLEDGED REVENUE COVERAGE - WATER AND SEWER REVENUE BONDS

CITY OF HONDO, TEXAS
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TABLE 19

Utility Less:  Net

Fiscal Service Operating Available

Year Charges Expenses Revenue Principal Interest Coverage

2022 9,513,989$      5,973,147$     3,540,842$     50,000$     5,981$     63.25  

2021 9,090,890     5,970,117    3,120,773    50,000    6,791    54.95  

2020 9,760,677     6,231,743    3,528,934    50,000    6,791    62.14  

2019 9,360,015     5,719,139    3,640,876    50,000    7,939    62.84  

2018 9,487,016     6,543,267    2,943,749    45,000    8,470    55.05  

2017 9,178,970     6,535,110    2,643,860    613,868  18,424  4.18    

2016 10,163,815   6,072,879    4,090,936    35,389    29,039  63.50  

2015 9,128,350     5,705,769    3,422,581    130,828  19,476  22.77  

2014 9,203,395     5,446,641    3,756,754    30,892    31,879  59.85  

2013 8,144,305     5,924,023    2,220,282    29,421    33,268  35.42  

Electric Revenue Bonds

Debt Service

LAST TEN FISCAL YEARS

PLEDGED REVENUE COVERAGE - ELECTRIC REVENUE BONDS

CITY OF HONDO, TEXAS
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TABLE 20

Total Per Capita

Personal Personal Median Unemployment

Year Population Income Income Age Rate

2022 9,788           176,437,046$    18,026$        34.7           4.0%

2021 9,596           181,124,500   18,875       32.4           6.2%

2020 9,436           178,104,500   18,875       32.4           3.3%

2019 9,387           167,830,173   17,879       30.1           3.0%

2018 9,305           154,267,595   16,579       30.1           3.4%

2017 9,206           144,304,050   15,675       30.5           3.6%

2016 9,079           131,246,024   14,456       30.0           4.7%

2015 9,002           123,210,374   13,687       29.6           4.4%

2014 8,941           120,175,981   13,441       31.1           4.6%

2013 8,895           129,333,300   14,540       33.1           5.9%

Note: Information for this schedule was obtained from the United States Census Bureau.

LAST TEN FISCAL YEARS

DEMOGRAPHIC AND ECONOMIC STATISTICS

CITY OF HONDO, TEXAS
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TABLE 21

Percentage Percentage

of Total City of Total City

Employer Employees Rank Employment Employees Rank Employment

Texas Dept of Corrections 432        1 4.50%      497        1 5.59%      

Medina County 325        2 3.39%      205        4 2.30%      

Medina Healthcare System 282        3 2.94%      150        5 1.69%      

Hondo ISD 278        4 2.90%      475        2 5.34%      

Walmart 150        5 1.56%      260        3 2.92%      

City of Hondo 144        6 1.50%      98          8 1.10%      

HEB 118        7 1.23%      115        7 1.29%      

Medina Electric 66          8 0.69%      66          9 0.74%      

Hondo Rail 48          9 0.50%      124        6 1.39%      

Total 1,843     19.21%     1,990     22.37%     

Note: Information for this schedule was obtained from the City of Hondo Economic Development Corporation. 

2022 2013

CURRENT AND NINE YEARS AGO

PRINCIPAL EMPLOYERS

CITY OF HONDO, TEXAS
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Function 2013 2014 2015 2016

General Government

  Building Permits Issued 574              538              607              498               

Police

  Citations Issued 1,132           1,898           2,598           1,067            

Park and Civic Center

  Park User Reservations 74                71                85                96                 

  Civic Center Rentals 71                78                111              100               

Library

  Annual Circulation 24,036         28,988         18,689         14,292           

  Library Visits 53,265         49,991         50,917         46,932           

  Items in Collection 26,349         29,162         25,069         20,153           

Water & Sewer

  Water Customers 2,699           2,717           2,723           2,762            

  Sewer Customers 2,535           2,536           2,530           2,566            

  Total Consumption (hundreds of gallons) 5,014,347     4,902,085     4,835,725     3,784,767      

  Average Monthly Consumption 15,483         15,035         14,799         11,419           

Electric Utility

  Electric Customers 2,979           2,975           2,981           3,012            

  Total Consumption 72,520,229   74,963,254   74,378,945   73,555,397    

Sanitation

  Customers 2,361           2,354           2,346           2,368            

Airport

   Gallons of Fuel Sold 50,634         49,640         76,248         100,989         

   Number of Flights 1,156           1,027           1,454           2,222            

Fiscal Year

CITY OF HONDO, TEXAS

OPERATING INDICATORS BY FUNCTION

LAST TEN FISCAL YEARS
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TABLE 22

2017 2018 2019 2020 2021 2022

612               477               507               700               1,080            387               

1,106            865               604               432               578               510               

100               122               103               44                 83                 140               

108               142               117               135               111               140               

18,748           23,703           24,978           16,145           15,212           23,258           

46,380           44,808           45,106           25,934           16,937           28,740           

14,607           14,637           16,168           17,208           17,654           16,776           

2,731            2,735            2,736            2,813            2,841            2,716            

2,548            2,536            2,530            2,752            2,763            2,523            

5,261,944      4,475,348      4,768,534      5,365,643      5,368,103      6,144,747      

16,056           13,636           14,524           15,895           15,746           18,851           

2,990            2,987            2,893            2,721            2,751            2,968            

72,464,108    76,206,703    73,616,091    75,767,613    73,038,220    78,286,807    

2,354            2,350            2,353            2,368            2,153            2,373            

76,862           96,602           95,878           80,545           70,414           85,424           

1,669            1,880            4,208            4,581            8,312            13,625           

Fiscal Year
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Function 2013 2014 2015 2016

Streets

  Streets, paved (miles) 63.59              63.59              63.59              63.59              

  Streets, unpaved (miles) 55.39              55.39              55.39              55.39              

  Alleys, unpaved (miles) 13.28              13.28              13.28              13.28              

Police

  Stations 1                    1                    1                    1

  Patrol Units 30                  31                  31                  32

Animal Control

  Facility 1                    1                    1                    1

  Control Vehicle 2                    2                    2                    2

Library

  Facility 1                    1                    1                    1

  Volumes in Collection 26,349            29,162            25,069            20,153

Parks and Recreation

  Parks 16                  16                  16                  16

  Swimming Pools 1                    1                    1                    1                     

  Baby Pools 1                    1                    1                    1                     

  Baseball/Softball Diamonds 3                    3                    5                    5                     

  Soccer Fields 2                    2                    2                    2                     

  Community Centers 1                    1                    1                    1                     

Water & Sewer

  Number of Storage Tanks 5                    5                    5                    5                     

  Number of Pump Stations 3                    3                    3                    3                     

  Water Mains (Miles) 70                  70                  70                  70                   

  Sewer Mains (Miles) 50                  50                  50                  50                   

  Sewer Treatment Plants 1                    1                    1                    1                     

Electric

  Facility 1                    1                    1                    1

  Substations 1                    1                    1                    1

  Power Lines (Miles) 69                  69                  69                  69

Facilities Maintenance

  City Buildings (Square Feed) 381,868          381,868          381,868          381,868           

Fiscal Year

CITY OF HONDO, TEXAS

CAPITAL ASSET STATISTICS

LAST TEN FISCAL YEARS
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TABLE 23

2017 2018 2019 2020 2021 2022

63.59              63.59              63.59              63.59              63.59              63.59              

55.39              55.39              55.39              55.39              55.39              55.39              

13.28              13.28              13.28              13.28              13.28              13.28              

1 1 1 1 1                     1                     
32 34 34 36 37                   27                   

1 1 1 1 1                     1                     
2 2 2 2 2                     2                     

1 1 1 1 1                     1                     
14,607 14,637 16,168 16,168 16,168             16,776             

16 16 16 16 16                   16                   

1                     1                     1                     1                     1                     1                     

1                     1                     1                     1                     1                     1                     

5                     5                     5                     5                     5                     5                     

2                     2                     2                     2                     2                     2                     

1                     1                     1                     1                     1                     1                     

5                     5                     5                     5                     5                     5                     

3                     3                     3                     3                     3                     3                     

70                   70                   70                   70                   70                   70                   

50                   50                   50                   50                   70                   50                   

1                     1                     1                     1                     1                     1                     

1 1 1 1 1                     1                     
1 1 1 1 1                     1                     

69 69 69 69 69                   69                   

385,034           385,034           385,034           385,034           385,034           385,034           

Fiscal Year
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TABLE 24

Function 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

General Government  

  Administration 5       4       4       3       3       3       3       3       4       1       

  Finance 3       3       3       3       4       4       4       4       3       2       

  Police 21     22     23     23     23     23     24     25     25     25     

  Crossing Guards 7       7       7       7       7       7       7       7       7       7       

  Legal & Courts 1       1       2       2       1       1       1       1       1       1       

  Animal Control 1       1       2       2       2       2       2       2       2       2       

  Streets 11     10     10     10     10     10     10     10     11     11     

  Library 7       6       7       7       6       6       6       6       6       6       

  Parks 13     12     12     12     12     12     13     -  -  10     

  Facilities Maintenance 4       4       4       6       6       6       6       -  -  7       

  Building & Grounds Maintenance -  -  -  -  -  -  -  19     19     -  

  Recreation 16     16     19     19     21     21     21     21     21     21     

  Golf Course 5       5       4       4       4       4       4       4       4       5       

  Development Services 3       3       3       3       3       4       4       4       4       4       

  City Secretary 1       3       4       2       2       2       2       1       1       1       

  Public Works -  1       1       2       2       2       2       3       3       2       

  Human Resources -  -  -  -  -  -  -  -  -  1       

  Information Technology -  -  -  -  -  -  -  -  -  2       

Electric 10     10     10     10     10     10     10     10     9       8       

Water & Sewer                             -    

  Water 8       8       8       8       8       8       8       8       8       8       

  Sewer 4       4       4       4       4       4       4       4       4       5       

  Utility Billing 4       4       4       4       4       4       4       4       4       4       

Airport 4       4       4       4       4       4       4       4       4       5       

Sanitation 1       1       1       1       1       1       -  -  -  -  

STRTC (Training Center) -  -  -  -  -  -  -  -  -  1       

Fair Hall -  -  -  -  -  -  -  -  -  1       

Economic Development 1       1       1       1       1       1       1       1       2       -  

    TOTAL 130   130   137   137   138   139   140   141   142   140   

LAST TEN FISCAL YEARS

FULL-TIME EQUIVALENT CITY EMPLOYEES BY FUNCTION

CITY OF HONDO, TEXAS
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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 

 
Honorable Mayor and 
   Members of the City Council 
City of Hondo, 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, each major fund, and the aggregate remaining fund information of the City of Hondo, 
Texas (the “City”), as of and for the year ended September 30, 2022, and the related notes to the financial 

statements, which collectively comprise the City’s basic financial statements, and have issued our report 
thereon dated March 20, 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. A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance.  
 

Our consideration of internal control was for the limited purpose described in the first paragraph of 

this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses or 
significant deficiencies may exist that were not identified. 

 
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. 
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Purpose of this Report 
 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s 

internal control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly, this 
communication is not suitable for any other purpose. 
 

 
 

Waco, Texas 
March 20, 2023 
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CITY OF HONDO, TEXAS 
 

PRIOR YEAR SCHEDULE OF FINDINGS AND RESPONSES 
 

FOR THE YEAR ENDED SEPTEMBER 30, 2022 
 
 
 

Item 2021-001  
 

Condition: During the inventory count, 15 of the 50 items selected for testing did 

not agree to the inventory details. 
 
Effect: The differences in the inventory counts, resulted in a difference of 

$1,747. 
 
Cause: The city has had turnover in the positions involved with the inventory. 

Additionally, the City does not have written policies and procedures in 
place for the inventory process for the various locations.  

  

Recommendation: We recommend the City continue with its efforts to improve the 
inventory process by performing the following: 

 
• Establishing and following written policies and procedures on the     

inventory process. 
 •    Gaining and understanding of the inventory system and its reports.  

• Train staff and review the inventory details and subledgers.   
 
Status:    This has been resolved 
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      City Council

BACKGROUND:
The City of Hondo has received a request from Gilbert Sandoval, for a Specific Use Permit to 
allow for a Tattoo/Body Piercing Parlor to be located at 1208 18th Street Hondo, TX 78861. The 
legal description being, Hondo Block 15 Lot 7 & 8 in part. In accordance with the Unified 
Development Code, Chapter 3, Section 3.12.3. Any person, firm or corporation, either as 
landowner or tenant, may request the use of property which requires a Specific Use Permit. A 
Specific Use Permit may be granted after application has been properly made and a public hearing 
before the Planning and Zoning Commission and the City Council has been conducted.

PROPERTY I.D. AND LEGAL DESCRIPTION:
Parcel number: R16373
Legal Description: Hondo Block 15 Lot 7 & 8 in part

GENERAL LOCATION:
Generally located to the north of 18th Street, on the west side of Avenue M, adjacent.

FINANCIAL IMPACT:
None.

SPECIFIC USE PERMIT DESCRIPTION: 
The Planning and Zoning Commission may recommend additional restrictions or stipulations as 
the facts and circumstances of each case may warrant. Specific Use Permits are valid conditioned 
upon that the permitted use continues and the applicant complies with all ordinances, codes, 
regulations, conditions, and stipulations of the City of Hondo and as set forth in this section. 
 
UDC code reference with links provided below.

3.12.3 Application for Specific Use Permit: 
Any person, firm or corporation, either as landowner or tenant, may request the use of property 
which requires a Specific Use Permit. A Specific Use Permit may be granted after application has 
been properly made and a public hearing before the Planning and Zoning Commission and the City 

From: Jessica Carpenter, Development Services DirectorDate: March 27, 2023

Title: Reconsider a request from Gilbert Sandoval, for a Specific Use Permit to allow for a 
Tattoo/Body Piercing Parlor to be located at 1208 18th Street Hondo, TX 78861. The legal 
description being, Hondo Block 15 Lot 7 & 8 in part. In accordance with the Unified Development 
Code, Chapter 3, Section 3.12.3. Any person, firm or corporation, either as landowner or tenant, 
may request the use of property which requires a Specific Use Permit. A Specific Use Permit may 
be granted after application has been properly made and a public hearing before the Planning and 
Zoning Commission and the City Council has been conducted.
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Council has been conducted. The proposed use must comply with all regulations and restrictions 
as contained in the UDC. In addition all requests for a Specific Use Permit must comply with all 
State and Federal laws and regulations applicable to such use. The Planning and Zoning 
Commission may recommend additional restrictions or stipulations as the facts and circumstances 
of each case may warrant. Specific Use Permits are valid conditioned upon that the permitted use 
continues and the applicant complies with all ordinances, codes, regulations, conditions, and 
stipulations of the City of Hondo and as set forth in this section. 
https://z2.franklinlegal.net/franklin/Z2Browser2.html?showset=hondoset&collection=hondo&do
ccode=z2Code_z20000288

5.2.1 “CBD” Central Business District
a.     Purpose. The purpose of the “CBD” Central Business District zoning category is to 

accommodate the     types of business and commercial uses that have historically been 
located in the Hondo central business area.

d.     Specific Use
        Tattoo/Body Piercing Parlor 
https://z2.franklinlegal.net/franklin/Z2Browser2.html?showset=hondoset&collection=hondo&
doccode=z2Code_z20000276

6.2 Specific Uses.
Upon authorization by the City of Hondo, a Specific Use Permit may be issued upon submission 
of an application and appropriate material describing the proposed use. The purpose of this 
Specific Use Permit is to provide for uses that generally have unusual nuisance characteristics or 
are of a public or semipublic character often essential or desirable for the general convenience and 
welfare of the community, which without specific consideration may have possible adverse impact 
on neighboring properties. A Specific Use Permit is valid conditioned upon that the permitted use 
continues and any person, corporation, or group of persons having a proprietary interest in any 
property which proposes to use such property in a manner which requires a Specific Use Permit 
complies with all ordinances, codes, regulations, conditions, and stipulations of the City of Hondo 
and that all structures shall comply with the electrical code, fire code, plumbing code, building 
code, and other applicable ordinances or codes of the City, and all state and federal laws and 
regulations applicable to such use.

6.2.2 
Nonresidential Use.
Uses other than those unconditionally permitted to occur within the “CBD” Central Business 
District may be permitted by means of a Specific Use Permit authorized by the City. Said uses 
must be listed as Specific Use Permit uses for the “CBD” Central Business District, within the 
“CL” Commercial - Light District, the “C” Commercial District, the “LI” Light Industrial District, 
the “HI” Heavy Industrial District, in Use Table and must be granted in accordance with the 
regulations provided in “SP” Specific Use Permit.
(Ordinance 1148-01-18 adopted 1/8/18)
https://ecode360.com/40597405
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STAFF RECOMMENDATION:
Staff Recommends approval to a request from Gilbert Sandoval, for a Specific Use Permit to allow 
for a Tattoo/Body Piercing Parlor to be located at 1208 18th Street Hondo, TX 78861. The legal 
description being, Hondo Block 15 Lot 7 & 8 in part. In accordance with the Unified Development 
Code, Chapter 3, Section 3.12.3. Any person, firm or corporation, either as landowner or tenant, 
may request the use of property which requires a Specific Use Permit. A Specific Use Permit may 
be granted after application has been properly made and a public hearing before the Planning and 
Zoning Commission and the City Council has been conducted.

PLANNING AND ZONING COMMISSION: 
Planning and Commission approved the request from Gilbert Sandoval, for a Specific Use Permit 
to allow for a Tattoo/Body Piercing Parlor to be located at 1208 18th Street Hondo, TX 78861. The 
legal description being, Hondo Block 15 Lot 7 & 8 in part. In accordance with the Unified 
Development Code, Chapter 3, Section 3.12.3. Any person, firm or corporation, either as 
landowner or tenant, may request the use of property which requires a Specific Use Permit. A 
Specific Use Permit may be granted after application has been properly made and a public hearing 
before the Planning and Zoning Commission and the City Council has been conducted.

ATTACHMENTS:
Supplemental Information Package

STAFF CONTACT(S):
Jessica Carpenter, Development Services Director
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 1 

City Council Communication 
Title: Discussion and possible action regarding a proposal from Gallagher to conduct a 
comprehensive compensation and benchmarking study. (Scott Albert & Erik Smetana)       

Date: March 27, 2023 From: Scott Albert, City Manager 

 
INFORMATION: 
INFORMATION: 
Previously we have discussed conducting a compensation study for all roles currently 
employed by the city. This evening, the City Council will consider a proposal from Gallagher to 
do this study, which will include a: 
  
Market Analysis 

• Conduct a full market analysis of the City’s current full-time and part-time jobs. 
• Identify and use relevant markets for use in conducting comparative analysis. 
• The analysis will include an appropriate number of benchmark positions, sufficient to 

represent the City’s workforce. 
• The analysis will include a review of market data, collection of custom data as 

appropriate, development of costing models and pay structures, as well as analysis of 
current staff to the market. 

  
Gallagher will work with City staff to identify benchmark job classes for the purposes of 
identifying a competitive market analysis, including compensation and benefit details. 
Gallagher will survey current rates of pay, minimum and maximum rates of pay, relevant 
benefits, and employer and employee costs.   
  
Salary Structure Redesign 

• Develop a new salary structure that is reflective of the appropriate talent market. 
• Make recommendations for slotting existing positions into the newly developed salary 

structure. 
• Identify the cost impact of implementing the new structure – i.e., adjustments to range 

minimum, smoothing compression, and equity adjustments.   

  
Gallagher will develop a reliable salary structure integrating market data and custom survey 
results.  Based on agreed-upon criteria, Gallagher will assign all jobs to the correct pay grade 
and all employees to the right place in the range. During this phase, Gallagher may also 
discuss how pay progression is integrated into a sustainable system that grows with the City 
and allows for employee development and contribution. Up to three implementation scenarios 
will be provided for the City. 
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FINANCIAL IMPACT: 
The budget for FY 2022-23 includes $50,000.00 for a compensation study. The estimated cost 
of Gallagher's proposal is $47,500.00, assuming all meetings, discussions, or presentations 
will be held via teleconference or video. In the event on-site visits are requested, they will be 
billed at $4,000.00 per day.  
   
STAFF RECOMMENDATION: 
Staff recommends the City Council authorize the City Manager to execute a proposal with 
Gallagher to conduct a compensation and benchmarking study not to exceed $50,000.00.  
   
MOTION: 
Motion to authorize the City Manager to execute a proposal with Gallagher to conduct a compensation and 
benchmarking study not to exceed $50,000.00.  
   
ATTACHMENTS: 
1. Gallagher Compensation Proposal 
   
STAFF CONTACTS: 
salbert@hondo-tx.org 
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City Council Communication 
Title: Discuss and consider the 18th Street Sidewalk Project. (Second Phase) (Rene Saenz) 

Date: March 27, 2023 From: Rene Saenz, Public Works Director 

 
INFORMATION: 
The City of Hondo was awarded funds through CDBG for the improvement of sidewalks on 
Ave. M, 17th Street and Ave. K.  18th Street sidewalks were not included on that original 
sidewalk project.   This engineering proposal being presented will be for sidewalks along 18th 
Street between Ave. K and Ave. N.  The reconstruction of the 18th Street sidewalks will 
alleviate tripping hazards, comply with ADA requirements and improve the aesthetics of our 
downtown corridor.     
   
FINANCIAL IMPACT: 
$28,710.00 from 2021 Bond (Certificate of Obligation) 
   
STAFF RECOMMENDATION: 
Staff recommends that Council approve the TRC engineering proposal for the additional sidewalk 
project work on 18th Street from Ave. K to Ave. N 
   
MOTION: 
Motion to approve City Manager to sign TRC engineering proposal. 
   
ATTACHMENTS: 
1. 20230321 Updated Proposal & Contract - Hondo 18th Street Sidewalks 
   
STAFF CONTACTS: 
Rene Saenz, Jr. 
Public Works Director 
rsaenz@hondo-tx.org 
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CITY OF HONDO, TEXAS 
18TH STREET SIDEWALK IMPROVEMENTS 

TRC SCOPE OF WORK 
MARCH 21, 2023 

 
 
CIVIL ENGINEERING 
TRC will travel one time to perform topographic survey, prepare construction plan sheets 
including all pertinent standard notes and details, and specifications for the proposed 
sidewalk and associated improvements, attend one visit to the project site attend a City 
meeting with public participants. All signage and pavement markings will conform to local 
regulatory requirements.  The plans will be submitted to the City for review and approval 
prior to bidding and construction. Specifically, tasks include: 
 

1. Topographic Survey 
2. Design replacement of existing concrete sidewalks along the north side of 18th 

street between Ave K and Ave N, and integrating with the adjoining sidewalks and 
existing parking. Curb and gutter will also be designed to be replaced. 

a. Plan set includes: Cover and Index, General Notes, Sidewalk Plans, Details, 
and Traffic Control Plan.  

3. Bidding (City will place newpaper ad, TRC host bid documents on CivCast), 
including attendance of one bid opening and providing the City a bid tab and letter 
of recommendation of award.  

4. Construction Administration, including one pre-construction meeting, one 
construction inspection, one final inspection with the RAS.  

5. Record Drawings and Closeout 
 
ASSUMPTIONS 
The following assumptions apply to the basis of costs for this project: 

• Plan documents will be per TRC’s and the City’s standards. 

• Topographic survey will be required for the project.   

• TRC will submit one preliminary design submittal, address all City comments, then 

prepare final design documents.  

• Stormwater drains out of the area adequately. A slight raise to the sidewalks or 

parking pavement will not pose a drainage problem and if desired a valley gutter 

will be the most stormwater improvements necessary. 

• Zero new ADA parking spaces are included in the design scope.  

• Parking requirements will be provided by the City prior to design phase.  

• Existing designated ADA parking spaces will be replaced with compliant ADA 

accessible spaces.  

• Existing ramps and sidewalks will be constructed to ADA standards and will need 

to be submitted to TDLR by a RAS and inspected after construction for compliance 

with the 2012 Texas Accessibility Standards. The project scope fee includes TRC 
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to pay directly to the RAS for their fee and any application fee for the TDLR/RAS 

process.  

• The City will place the advertisement for bids within local newpaper, the project will 

also be placed on CivCast by TRC.  

• The project will be bid out to a Construction General Contractor who will perform 

the demo, and construct the proposed concrete sidewalk and associated 

improvements. 

• The City will be responsible for arranging ROW, easement, and/or property access 

prior to commencement of fieldwork. 

• The City will obtain all necessary permits and approvals for construction from 

property owners and/or any other regulatory agencies. 

• Construction cost estimating will utilize recent sidewalk bids for the project area.  

 
EXCLUSIONS 
The following items are excluded from the Scope of Work: 

• Parking space evaluation or parking options.  

• Utility relocation including water meters or service lines.   

• Evaluation of existing building structures or foundations.  

• Landscape and/or irrigation design. 

• Traffic control plan. 

• Construction staking. 

• Continuous construction inspection or services other than those listed above. 

• Franchise utility coordination. 

• Detailed title search or title policy. 

• Landowner contact or easement negotiations. 

• Attendance at or preparation for condemnation hearings. 

• Attendance at or preparation for public outreach or input meetings other than one 
meeting. 

• Environmental or permitting services. 

 
COMPENSATION FOR SERVICES 
The cost to provide the design engineering services will be invoiced as a lump sum 
project. This lump sum fee includes labor and material costs associated with the Scope 
of Work identified above.  A breakdown of the costs for the City’s review is shown below. 

 
Civil Engineering   $27,510 
RAS Submittal and Inspection $1,200 

 
This lump sum fee includes labor and material costs associated with the Scope of Work 
identified above.  TRC’s lump sum fee above is based on a continuous flow of work. Any 
delays or restrictions beyond TRC’s reasonable control, caused by customer not 
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providing required information or not providing them in a timely manner, which result in 
idle-time or inefficiencies, could be cause for additional compensation.    
 
The payment schedule will be via progress billing (percent complete for the work).  

 
Changes in scope, including additional scenarios or modification to the scenarios 
identified above will be evaluated for additional services and/or materials cost through a 
formal change order process, which results in approval of the additional cost prior to 
executing the additional work. 
 
Services are rendered in Travis County, Texas and shall be in accordance with the 
attached Professional Services Agreement.  In the attached terms and conditions, TRC 
Engineers, Inc. is sometimes referred to as “Firm” and sometimes as “Design 
Professional”, and the Client is “City of Hondo, Texas”. 
 
Fees for services quoted in this Letter of Agreement are valid for a period of time not to 
exceed 45 days from the date of this letter. 
 
SCHEDULE 
The following project schedule is proposed: 
 
Notice to Proceed given to TRC – April 3, 2023 *assumed 
Survey Complete – April 28, 2023 
Parking Requirements Confirmed by City for TRC - April 28, 2023 
Design Complete and Submitted to City – May 26, 2023 
City Review and Public Input Meeting Complete – June 9, 2023 
Open Bid – July 10, 2023 
City Award and Construction Contract Executed – August 21, 2023 
Construction Complete (120 days) – December 22, 2023 
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PROFESSIONAL SERVICES AGREEMENT  

for a SINGLE PROJECT 

 

This Professional Services Agreement for a Single Project (“Agreement”) is made as of March 21, 2023 

(“Effective Date”) by and between City of Hondo, Texas, a City having offices at 1600 Ave M, Hondo, 

TX 78861, (“Client”), and TRC Engineers, Inc., a company having offices at 505 E. Huntland Dr, Suite 

250, Austin, TX 78752 (“TRC”). Sometimes herein Client and TRC are referred to individually as a 

“Party” and collectively as the “Parties.” 

 

Whereas, Client desires to contract with TRC to provide professional services on a nonexclusive basis for 

the 18th Street Downtown Sidewalks Project (“Project”) located within the downtown public Right of Way 

the City of Hondo, Texas along north side of 18th street between Avenue K and Avenue N (“Project Site”); 

and 

 

Whereas, TRC is willing to provide professional services to Client on a nonexclusive basis; and 

 

Now Therefore, the Parties understand, acknowledge, and agree that this Agreement will establish the terms 

and conditions for certain Work (defined below) specifically identified herein to be performed by TRC.  

 

CONSPICUOUS AND FAIR NOTICE 

 

EACH PARTY REPRESENTS TO THE OTHER THAT (1) IT HAS CONSULTED AN 

ATTORNEY CONCERNING THIS AGREEMENT OR, IF IT HAS NOT CONSULTED AN 

ATTORNEY, IT WAS PROVIDED THE OPPORTUNITY AND HAD THE ABILITY TO DO SO, 

BUT MADE AN INFORMED DECISION NOT TO DO SO, AND (2) IT FULLY UNDERSTANDS 

ITS RIGHTS AND OBLIGATIONS UNDER THIS AGREEMENT. 

 

ARTICLE 1.  WORK, AGREEMENT DOCUMENTS, AND PROJECT INFORMATION 

 

1.1 Work, Deliverables, Materials.  TRC will perform the consulting, engineering, and/or other 

professional services (the “Work”), provide the work product, such as drawings, plans, 

specifications, reports, or other information (“Deliverables”), and/or procure the materials and/or 

equipment (“Materials”), as set forth in detail in Exhibit A. 

 

1.2 Agreement Documents.  TRC will perform the Work in accordance with  the terms, provisions, 

conditions, and specifications set forth in the following documents, all of which are incorporated 

herein by this reference, and which together form the Agreement Documents: 

 

(a)  This Agreement, any purchase order or similar document issued by Client authorizing the 

Work (“Client Authorization”), any fully executed amendments, and/or Change Orders; 

(b)  Exhibit A – Work, Contract Price, and Contract Time; and 

(c)  Exhibit B – Remittance Instructions. 

 

Any pre-printed terms set forth in any Client Authorization shall be of no effect and are expressly 

excluded from this Agreement. 

   

1.3 Interpretation.  In the event of any conflict or inconsistency between or among any of the 

Agreement Documents, the order of precedence is as shown in Section 1.2 above unless expressly 
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stated otherwise herein. In the event of any conflict or inconsistency between or among the terms 

or conditions established in a Change Order or amendment and the Agreement, the terms of such 

Change Order or amendment will take precedence over those of the Agreement. No other terms or 

conditions shall be applicable to the Work.  

 

1.4 Defined Terms.  Some capitalized terms used in the Agreement are defined in Exhibit A. Any term 

defined in Exhibit A will have the same meaning throughout the Agreement, and any term defined 

in the Agreement will have the same meaning in any exhibit. 

 

ARTICLE 2.  COMPENSATION AND INVOICING 

 

2.1 Compensation.  Client shall pay the Contract Price on a not to exceed lump sum,set forth in Exhibit 

A.   

 
2.2 Invoicing.  TRC will submit monthly invoices for Work rendered in the prior month. 

 
(a) Lump Sum.  TRC will invoice on the basis of percentage of completion of Work.  
 
(c) Disputed Invoices.  If Client objects to all or any portion of an invoice, it must notify TRC 

in writing detailing the nature of the objection within seven (7) days from the date of receipt 
of the invoice, and must pay any undisputed portion of the invoice as provided in Section 
2.3 below. The Parties will confer immediately after Client advises of a dispute and the 
Parties will make every effort to immediately resolve the disputed portion of the invoice. 
If the Parties fail to reach agreement at the project level on a disputed invoice within thirty 
(30) days of the date of the invoice, either Party has the option of proceeding in accordance 
with Article 15, Dispute Resolution. 

 
2.3 Payment Terms.  Except as provided in Section 2.2(c) above, Client must pay all invoices as set 

forth in the remittance instructions in Exhibit B no later than thirty (30) days after the date of the 
invoice.   
 

2.4 Failure to Pay.  Except as provided in Section 2.2(c) above, interest will accrue on all delinquent 
payments at the rate of 1.5% per month, or the highest rate permissible under applicable law, 
whichever is less, starting on the 31st day after the date of an invoice. Additionally, if Client does 
not pay TRC within forty-five (45) days of the date of an invoice, then, upon seven (7) days’ written 
notice to Client, TRC may suspend performance of the Work and any Deliverables until it receives 
payment of the amount owing. Additionally, Client will reimburse TRC for all reasonable costs 
incurred by TRC in collecting any overdue payments and related interest, including, without 
limitation, reasonable attorneys’ fees, other legal costs, court costs, and collection agency fees. 

 
2.5 Records/Audit.  TRC will keep complete and accurate records in accordance with generally 

accepted accounting practices with respect to all amounts invoiced by TRC under this Agreement.  

TRC will keep such records pertaining to each invoice for two (2) years after the date of the invoice. 

If an audit is commenced within such two (2) year period, Client must provide TRC with advance 

written notice of the audit, such audit may only be performed during normal business hours, and 

such audit shall not extend to TRC’s overhead, markups, profit/loss information, fixed rates, unit 

prices, prices expressed as percentages, efficiency in performing Work, or any trade secrets.  

 

ARTICLE 3.  TIME FOR PERFORMANCE 

 

3.1 Time for Performance.  TRC will use commercially reasonable efforts to perform the Work within 

the Contract Time to the extent consistent with the terms of this Agreement, the Standard of Care 

defined below, and the orderly progress of the Work.   
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3.2 Completion.  TRC’s Work will be considered complete at the earlier of: (i) the date when TRC’s 

Deliverables are reasonably accepted by Client; or (ii) thirty (30) days after the date when the last 

of TRC’s Deliverables are submitted for final acceptance if Client does not notify TRC in writing 

within such 30-day period that the Deliverables fail to conform to the requirements of the 

Agreement. 

 

ARTICLE 4.  ADDITIONAL AND CHANGED WORK, DELAYS 

 

4.1 Work Added or Changed by Client.  Client shall provide TRC with an equitable adjustment in 

compensation and time for performance for any Work added or changed by Client. Any changes 

or additions to the Work shall be set forth in a written document signed by both Parties(“Change 

Order”). TRC has no obligation to proceed with changed or additional work until the Parties 

execute a Change Order. 

 

4.2 Force Majeure Events.  No Party will be liable or responsible to the other Party, nor be deemed to 

have defaulted under this Agreement, for any failure or delay in fulfilling or performing any term 

of this Agreement (except for any obligations to make payments to the other Party hereunder), to 

the extent such failure or delay is caused by a Force Majeure Event. The term “Force Majeure 

Event” means any event which: (a) is not within the reasonable control of the affected Party; and 

(b) causes the affected Party to be delayed in performance of, or unable to perform, its obligations 

under this Agreement. Subject to the foregoing, Force Majeure Events include, but are not limited 

to: drought; fire; flood; extreme weather conditions; earthquake; lightning; epidemic; war (whether 

declared or undeclared); acts of terrorism, or damage resulting therefrom; acts of God or the public 

enemy; explosion; rebellion; riot; civil disturbance; sabotage; vandalism; actions of third parties; 

actions of a court or other governmental entity; actions of, or failure to act by, regulatory agencies; 

strikes or other concerted acts of workers; accidents in shipping or transportation; and the closing 

or congestion (beyond reasonably foreseeable levels) in any harbor, dock, port, canal, or other 

adjunct of the shipping or navigation of or within any place; or pandemic, epidemic, or 

governmental activity in response to such pandemic or epidemic that impacts a Party’s ability to 

perform. The Party affected by  a Force Majeure Event: (i) must promptly notify the other Party by 

email; (ii) is relieved from fulfilling its contractual obligations during the continuance of the Force 

Majeure Event  to the extent  the inability to perform is caused by the Force Majeure Event; (iii) as 

soon as reasonably possible after the Force Majeure, must fulfill or resume fulfilling its obligations 

hereunder; (iv) must promptly notify the other Party by email of the cessation or partial cessation 

of the Force Majeure Event; and (v) will be entitled to  equitable compensation and an equitable 

adjustment of the Contract Time  to neutralize the effect of the Force Majeure Event. Within a 

reasonable time after cessation of the Force Majeure Event, any Party claiming additional time 

and/or compensation must provide the other Party with supporting information to substantiate its 

position. If the Parties fail to reach agreement at the project level on an amendment or a Change 

Order within thirty (30) days of the submission of supporting information, either Party has the 

option of proceeding in accordance with Article 15, Dispute Resolution.  

 

4.3 Impacts to the Work.  TRC will be entitled to equitable compensation for, and an equitable 

adjustment of the Contract Time, to the extent the Work is impacted by any additional or changed 

Work as a result of any actions or circumstances not the fault of TRC, including, but not limited to:  

a failure of Client to perform or cause performance of its obligations in accordance with the 

Agreement, including, but not limited to, failure to provide necessary access or Information 

(defined below); failure to provide necessary comments in connection with the development of any 

Deliverables (defined below); interference with or delay of any Work caused by Client, or other 

party for whom Client is responsible; any error, omission, or ambiguity in Information; changes in 

site conditions; and delays in obtaining, or the absence, suspension, termination, or failure of 

renewal of, any permit, license, or governmental authorization.  
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4.4 TRC Change Order Requests.  Whenever TRC discovers an event or a condition has impacted its 

Work so as to constitute a basis for a change in compensation or schedule, TRC will notify Client 

by email promptly after discovery of the event or condition, advising Client of the nature of the 

impact and requesting a Change Order. Within a reasonable time thereafter, TRC will provide 

Client supporting information to substantiate TRC’s position. If the Parties fail to reach agreement 

at the project level on a Change Order request within thirty (30) days’ of TRC’s submission of 

supporting information, either Party has the option of proceeding in accordance with Article 15, 

Dispute Resolution. 

 

4.5 Delays by TRC.  If the Work is not progressing in accordance with the project schedule due to 

TRC’s fault, TRC will take appropriate corrective measures to recover the schedule at TRC’s 

expense, to the extent the delays are caused by TRC’s fault. 

  

ARTICLE 5.  CLIENT’S RESPONSIBILITIES 
 
5.1 Client Information.  Client will furnish to TRC all existing studies, reports, surveys, inspections, 

Project Site evaluations, data, and other information  available or that becomes available to Client 
and pertinent to TRC’s performance of the Work (“Information”), authorize TRC to obtain 
additional Information as required; and furnish the services of others where necessary for the 
performance of the Work.  TRC will be entitled to use and rely on the completeness and accuracy 
of all such Information. 

 
5.2 Access.  Where necessary for performance of the Work, Client will arrange for TRC access to any 

site or property. 
 

5.3 Subsurface Investigations.  If the Work involves subsurface investigation, excavation, or drilling, 

Client must provide TRC with assistance in locating underground structures or utilities in the 

vicinity of any such activities. If despite commercially appropriate practices neither Client nor TRC 

can confirm the location of such underground structures or utilities, Client agrees that TRC is not 

responsible for any costs associated with, and accepts all liability and costs associated with, the 

repair, replacement, or restoration of any damage caused by the performance of the Work.   

 

5.4 Communication.  Client will designate an authorized representative who will be responsible for 

communications and consultation with TRC and who will have the authority to make decisions 

necessary for TRC to perform its Work.  

  

ARTICLE 6.  TRC’S OBLIGATIONS AND WARRANTY 

 

6.1 Standard of Care.  TRC will perform the Work consistent with the professional skill and care 

ordinarily provided by the same type of professional, for a project of similar size, scope, and 

complexity during the time which the Work is provided, and in a similar locality, under similar 

circumstances (“Standard of Care”). Reasonable people may disagree on matters involving 

professional judgment and, accordingly, a difference of opinion on a question of professional 

judgment will not excuse Client from paying for Work rendered. 

 

6.2 Warranty for Materials.  In the event TRC procures Materials pursuant to this Agreement, TRC 

warrants to Client that the Materials will be new and free of defects in workmanship (“Warranty”). 

 

6.3 Remedies.  If TRC’s Work fails to meet the Standard of Care (“Nonconforming Work”), or if any 

Materials fail to meet the Warranty (“Defective Materials”), and if Client provides written notice 

to TRC of such failure no later than one (1) year after completion of the Work (“Correction 

Period”), at TRC’s option TRC will within a reasonable time after receipt of written notice: (a) re-
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perform the Non-conforming Work; (b) repair or replace the Defective Materials; or (c) refund the 

amount of compensation paid to TRC for such Non-conforming Work and/or Defective Materials. 

Client will provide TRC access to the Project Site so TRC can perform its obligations under this 

Section 6.3. 

 

6.4 Warranty Limitation.  THE STANDARD OF CARE IS NOT A WARRANTY OR GUARANTEE, 

AND TRC HAS NO SUCH OBLIGATION, EXPRESS OR IMPLIED, WITH RESPECT TO 

PROFESSIONAL SERVICES. NOTHING IN THIS AGREEMENT WILL BE INTERPRETED 

TO REQUIRE TRC TO PERFORM PROFESSIONAL SERVICES TO ANY HIGHER 

STANDARD OR HAVE ANY OBLIGATION IN THE PERFORMANCE OF PROFESSIONAL 

SERVICES IN EXCESS OF WHAT IS REQUIRED BY THE STANDARD OF CARE, AND 

THIS SECTION WILL CONTROL OVER ANY CONTRARY PROVISION. OTHER THAN 

THE EXPRESS WARRANTIES CONTAINED HEREIN, TRC DISCLAIMS ALL 

WARRANTIES, WHETHER STATUTORY, EXPRESS, OR IMPLIED, INCLUDING ALL 

WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE, 

AND ALL WARRANTIES ARISING FROM COURSE OF DEALING OR USAGE IN TRADE. 

SUBJECT TO TRC’S LIABILITY UNDER SECTION 9.2, CLIENT’S EXCLUSIVE REMEDIES 

AND TRC’S ONLY OBLIGATIONS ARISING OUT OF A CLAIM FOR NONCONFORMING 

WORK AND/OR DEFECTIVE MATERIALS FOLLOWING SUBSTANTIAL COMPLETION 

OF THE WORK WILL BE THOSE STATED IN THIS ARTICLE 6. 

 

6.5 Licenses.  TRC will obtain in TRC’s name the known licenses, permits, or other approvals from 

any governmental agency or regulatory body that are necessary for TRC to perform the Work. 

 

6.6 Resources.  TRC will obtain all tools, equipment, materials, software, and licenses that are 

necessary for TRC to perform the Work. 

   

6.7 Employees.  TRC will employ, discharge, pay, control, and direct its employees.  TRC will employ 

only skilled professionals for Work requiring special qualifications.  

 

6.8 Inspections.   If the Work includes inspections during or after construction based upon TRC-

prepared drawings or specifications, nothwithstanding anything to the contrary herein, consistent 

with the Standard of Care, TRC will visit the Project Site at intervals appropriate to the state of the 

contractor's operations, or as specifically provided in TRC’s Work, (1) to become generally familiar 

with and to keep Client informed about the progress and quality of the portion of the construction 

work completed, (2) to endeavor to guard Client against defects and deficiencies in the construction 

work, and (3) to determine in general if the construction work is being performed in a manner 

indicating that, when fully completed, will be in accordance with the applicable contract 

documents, but the sole responsibility for compliance with drawings and specifications will be with 

the entity performing the construction. TRC shall not have control of, nor be in charge of, nor shall 

be responsible for, the means, methods, techniques, sequences, procedures, construction, or safety 

precautions and programs in connection with any construction work, as these are solely the 

construction contractor’s rights and responsibilities. Furthermore, TRC shall not be responsible for 

the failure of Client, or any party under contract with Client, including, but not limited to, any 

architect, engineer, consultant, contractor, or subcontractor, to carry out their respective 

responsibilities in accordance with their legal and contractual obligations.  

 

6.9 Communication.  TRC will designate an authorized representative who will be responsible for 

communications and consultation with Client and who will have the authority to make decisions 

necessary for TRC to perform its Work. TRC will advise Client at regular intervals of the status of 

the Work.  
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ARTICLE 7.  CONFIDENTIALITY 

 

7.1 Confidentiality Agreement.  The Party receiving Confidential Information may include that Party’s 

Representatives (“Recipient”). The term “Representatives” means a Party’s affiliates and their 

respective employees, agents, and advisors. Recipient is not permitted to reveal Confidential 

Information (defined in Section 7.2 below) to any third party without written consent from an 

authorized representative of the Party disclosing the Confidential Information (“Discloser”). 

Notwithstanding the foregoing, Client acknowledges that TRC’s review of Client’s Confidential 

Information will inevitably enhance TRC’s knowledge and understanding of Client’s business in a 

way that cannot be separated from TRC’s other knowledge, and Client agrees that this Agreement 

shall not restrict TRC in connection with the purchase, sale, or consideration of, or decisions related 

to, other investments.  

 

7.2 Confidential Information. The term “Confidential Information” includes: (i) all non-public 

information, materials, or products developed pursuant to this Agreement; and (ii) information 

about a Party’s or its Representatives’ business affairs, employees, finances, services, intellectual 

property, trade secrets, and other sensitive, marketing, or proprietary information, whether 

disclosed orally or in written, electronic, or other form or media. Notwithstanding the foregoing, 

however, Confidential Information shall not include the following: (i) information which at the 

time of disclosure is or becomes publicly available other than as a result of a disclosure by an act 

or omission of Recipient; (ii) information which is or becomes available to Recipient on a 

nonconfidential basis from a source (other than from Discloser) which is not prohibited from 

disclosing such information pursuant to a legal, contractual or fiduciary obligation to Discloser; 

(iii) information which was already known to Recipient; or (iv) information which is independently 

developed by Recipient. 

 

7.3 Legal Obligation to Disclose.  If Recipient is required by applicable law, regulation, or legal process 

to disclose any of the Confidential Information, Recipient will notify Discloser promptly so 

Discloser may (i) seek a protective order or other appropriate remedy, (ii) take action to assure 

confidential handling of such information, and/or (iii) in its sole discretion, waive compliance with 

the terms of this Agreement. In the event such protective order or other remedy is not obtained, or 

Discloser waives compliance with the terms hereof, Recipient (i) may so disclose only that portion 

of the Confidential Information which it is legally required to disclose and shall, upon request, 

reasonably assist Discloser with Discloser’s efforts to obtain reliable assurance that confidential 

treatment will be afforded such Confidential Information, and (ii) shall not be liable for such 

disclosure. Notwithstanding the foregoing, Client acknowledges that one or more of TRC’s 

affiliates is a registered investment adviser and that TRC may be subject to routine examinations, 

investigations, regulatory sweeps, or other regulatory inquiries by applicable regulatory and self-

regulatory authorities. Client agrees that TRC may make such disclosures as may be requested by 

any such authority (or examiner thereof) and will not be required to comply with the process 

described in this paragraph; provided that if the request by such authority (or examiner thereof) is 

specifically targeted at Client, TRC will notify Client (to the extent not prohibited by such authority 

or examiner or by applicable rule, regulation, or law) as promptly as practicable following such 

request. 

 

7.4 Remedy.  Each Party agrees the actual or threatened disclosure or use of any Confidential 

Information, other than as permitted under this Agreement, will cause irreparable harm to 

Discloser, and Discloser will be entitled, without prejudice or limit to any other remedy, to obtain 

injunctive relief to prevent such unauthorized use or disclosure. 

 

7.5 Communications with Third Parties.  To the extent the Work requires TRC to communicate with 

any third party including, but not limited to, owners of the Project Site or other locations, former 

employees, current employees, or government authorities, TRC shall so inform Client. For all such 
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communications, Client releases TRC from claims of breach of confidentiality, waiver of privilege, 

or otherwise associated with any such communications. 

 

ARTICLE 8.  INSURANCE 

 

8.1 Required Insurance Coverage. TRC will obtain and maintain insurance of the types and amounts 

set forth herein. The insurance will be in effect before Work commences, and will remain in effect 

until completion of the Work. TRC will require any subcontractors to obtain and maintain 

coverages appropriate to their scope of work. TRC will have the following insurance coverage: 

 

(a) Worker’s Compensation Insurance and Employer’s Liability Insurance as required by the 

law of the state in which the Project is located, but Employer’s Liability coverage will be 

in the amount of $1,000,000 each accident; 

(c) Automobile Liability Insurance in the amount of $1,000,000 combined single limit per 

accident; 

(d) Commercial General Liability Insurance in the amount of $1,000,000 each occurrence, 

$2,000,000 general aggregate, and $2,000,000 products-completed operations aggregate; 

and, 

(e) Professional Liability Insurance in the amount of $1,000,000 each claim and $2,000,000 

annual aggregate. 

 

8.2 Certificates of Insurance.  Prior to commencing Work, TRC will furnish Client with certificate(s) 

of insurance evidencing compliance with the insurance requirements herein. Renewal certificates 

will be provided to Client upon the expiration of any required insurance policies. No policy will be 

cancelled or not renewed without thirty (30) days’ prior written notice to Client. 

 

ARTICLE 9.  INDEMNITY 

 

9.1 Definitions.   

 

(a)  “TRC Group” means TRC and its subcontractors of all tiers, and each of their parent, 

subsidiary, and affiliated companies, and all their officers, directors, and employees.   

(b)  “Client Group” means Client and its  parent, subsidiary, and affiliated companies, and all their 

officers, directors, and employees. 

(c)   “Losses” means any and all damages, costs, or expenses, including, but not limited to, 

reasonable attorneys’ fees, expert fees, and expenses and costs of litigation. 

(d)  “Claims” means all third party claims, lawsuits, demands, or actions. 

 

9.2 TRC’S INDEMNITY OBLIGATIONS.   

 

(a) TRC WILL INDEMNIFY AND HOLD HARMLESS CLIENT GROUP FROM ANY AND ALL LOSSES 

ARISING OUT OF CLAIMS TO THE EXTENT SUCH CLAIMS ARE CAUSED BY TRC’S 

NEGLIGENT ACTS, ERRORS, OR OMISSIONS IN THE PERFORMANCE OF ITS PROFESSIONAL 

SERVICES UNDER THIS AGREEMENT.  

(b) WITH THE EXCEPTION OF CLAIMS ARISING UNDER SECTION 9.2(a), TRC WILL INDEMNIFY 

AND HOLD HARMLESS CLIENT GROUP FROM LOSSES, AND WILL DEFEND CLIENT GROUP 

FROM CLAIMS, DUE TO BODILY INJURY, DISEASE, DEATH, OR PROPERTY DAMAGE TO THE 

EXTENT SUCH BODILY INJURY, DISEASE, DEATH, OR PROPERTY DAMAGE IS CAUSED BY THE 

NEGLIGENCE OR INTENTIONAL MISCONDUCT OF TRC IN THE PERFORMANCE OF ITS 

WORK. 

   

9.3 CLIENT’S INDEMNITY OBLIGATIONS.  CLIENT WILL INDEMNIFY AND HOLD HARMLESS TRC 

GROUP FROM LOSSES ARISING OUT OF CLAIMS DUE TO BODILY INJURY, DISEASE, DEATH, OR 
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PROPERTY DAMAGE TO THE EXTENT SUCH BODILY INJURY, DISEASE, DEATH, OR PROPERTY 

DAMAGE IS CAUSED BY THE NEGLIGENCE OR INTENTIONAL MISCONDUCT OF CLIENT IN THE 

PERFORMANCE OF THIS AGREEMENT. ADDITIONALLY, NOTWITHSTANDING ANYTHING TO THE 

CONTRARY HEREIN, IN THE EVENT TRC PERFORMS INTRUSIVE GROUND EXPLORATIONS OR 

INVESTIGATIONS, INCLUDING BUT NOT LIMITED TO, EXCAVATION, DRILLING, BORING, OR 

PROBING (“SUBSURFACE INVESTIGATION”) AS PART OF THE WORK, CLIENT WILL INDEMNIFY 

TRC GROUP FROM AND AGAINST LOSSES RESULTING FROM, OR ARISING OUT OF, CLAIMS FOR 

DAMAGES TO SUBSURFACE OR UNDERGROUND UTILITIES OR STRUCTURES, INCLUDING BUT 

NOT LIMITED TO, GAS, TELEPHONE, ELECTRIC, WATER, OR SEWER UTILITIES, WHOSE 

LOCATIONS WERE NOT DESIGNATED OR IDENTIFIED TO TRC PRIOR TO THE COMMENCEMENT 

OF ANY SUBSURFACE INVESTIGATION.  

 

9.4 RISK OF LOSS TO THE WORK.  ADDITIONALLY, NOTWITHSTANDING ANYTHING TO THE 

CONTRARY CONTAINED HEREIN, IT IS UNDERSTOOD AND AGREED THAT CLIENT BEARS ALL 

RISK OF LOSS OF OR DAMAGE TO THE WORK AND THE FACILITIES WHICH ARE THE SUBJECT 

OF THE WORK INCLUDING ALL MATERIALS AND EQUIPMENT TO BE INCORPORATED THEREIN, 

AND CLIENT HEREBY RELEASES AND SHALL DEFEND, INDEMNIFY, AND HOLD TRC GROUP  

HARMLESS FROM ANY SUCH LOSS OR DAMAGE, HOWEVER SUCH LOSS OR DAMAGE SHALL 

OCCUR. 

 

9.5 CONDITIONS PRECEDENT.  EACH PARTY AGREES THAT AS A CONDITION PRECEDENT TO ITS 

OBLIGATIONS TO INDEMNIFY AND HOLD HARMLESS, THE INDEMNIFIED PARTY MUST GIVE 

PROMPT WRITTEN NOTICE TO THE INDEMNIFYING PARTY OF ANY CLAIM COVERED BY 

ARTICLES 9 OR 10, OR ANY OTHER INDEMNIFICATION CLAUSE IN THIS AGREEMENT.  AS AN 

ADDITIONAL CONDITION PRECEDENT, FOR ANY CLAIM OTHER THAN A CLAIM ARISING OUT OF 

TRC’S ALLEGED PROFESSIONAL NEGLIGENCE, THE INDEMNIFIED PARTY MUST ALLOW THE 

INDEMNIFYING PARTY TO REPRESENT THE INTERESTS OF EVERY INDEMNITEE IN DEFENDING 

AND SETTLING SUCH CLAIM. IN THE EVENT ANY INDEMNITEE FAILS OR REFUSES TO TENDER 

THE DEFENSE OF ANY SUCH CLAIM TO THE INDEMNIFYING PARTY, SUCH PARTY’S DEFENSE, 

HOLD HARMLESS, AND INDEMNITY OBLIGATIONS RELATED TO THAT CLAIM WILL BE NULL AND 

VOID. 

 

9.6 APPORTIONMENT OF ATTORNEYS’ FEES.  NOTWITHSTANDING ANYTHING TO THE CONTRARY 

HEREIN, AFTER RESOLUTION OF A CLAIM UNDER ARTICLES 9 OR 10, OR ANY OTHER 

PROVISION HEREIN PROVIDING FOR ONE PARTY TO PROVIDE A DEFENSE, IF THE NEGLIGENCE 

OR OTHER LEGAL FAULT OF ANY INDEMNITEE IS DETERMINED EITHER BY MUTUAL 

AGREEMENT OF THE PARTIES, OR BY FINAL ADJUDICATION, TO HAVE BEEN A CONTRIBUTING 

CAUSE OF THE LOSSES RELATED TO SUCH CLAIM, THEN THE INDEMNIFIED PARTY MUST 

REIMBURSE THE DEFENDING PARTY FOR THE COSTS, ATTORNEYS’ FEES, OTHER LEGAL 

EXPENSES, AND EXPERT FEES EXPENDED FOR DEFENSE IN THE SAME PROPORTION AS THE 

INDEMNITEES’ PROPORTION OF NEGLIGENCE OR OTHER LEGAL FAULT. 

 

ARTICLE 10.  HAZARDOUS SUBSTANCES AND POLLUTION 

 

10.1 Pre-existing Conditions.  Client and TRC acknowledge that, prior to the start of this Agreement, 

TRC has not generated, handled, stored, treated, transported, disposed of, or in any way taken 

responsibility for any toxic or hazardous substance, including any contaminated soils, wastes, or 

substances, as defined by law (“Hazardous Substances”) at the Project Site. Any Hazardous 

Substances originating with or generated by Client, or any pre-existing Hazardous Substances 

which are in, on, under, or migrating from the Project Site, or any Hazardous Substances introduced 

to the Project Site by any party other than TRC Group (collectively, “Non-TRC Hazardous 

Substances”), shall, as between TRC and Client, remain the sole and exclusive property of Client, 

it being the intention of the Parties that Client be solely responsible for such Non-TRC Hazardous 
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Substances and shall be regarded as the owner and generator of all such Non-TRC Hazardous 

Substances for the purposes of this Agreement and all Work performed hereunder. 

 

10.2 Hazardous Substances Encountered During the Work; Disposition of Samples.  Client recognizes 

that, when it is known, assumed, or suspected that Hazardous Substances exist on or beneath the 

surface of the site of the Work, or within any structure thereon, certain sampling materials such as 

drill cuttings and drill fluids or asbestos removed for sampling, should be handled as if hazardous 

or contaminated. Accordingly, when TRC encounters Hazardous Substances during performance 

of the Work, such as when sampling is included in the scope of Work, and when determined by 

TRC in its sole and exclusive judgment to be necessary based on TRC’s assessment of the degree 

of contamination, hazard, and risk, TRC will: promptly inform Client that containerization and 

labeling will be performed; appropriately contain and label such materials; and leave the containers 

on the Project Site for proper, lawful removal, transport, and disposal by Client.  All samples of 

soil, groundwater, waste, rock, or other materials collected from the Project Site will remain the 

property of Client and will be returned to Client by TRC within thirty (30) days after submission 

of TRC’s report, unless applicable law requires the retention or other disposition of such samples. 

All costs associated with the disposition or returning of samples will be charged to Client. TRC 

will not sign any hazardous waste manifests or bills of lading, and all such manifests and generator 

numbers will be in the name of, and signed by, Client. Nothing contained in this Agreement will 

be construed or interpreted as requiring TRC, its officers, agents, servants, or employees to assume 

the status of a generator, storer, treater, transporter, or disposer of hazardous substances, or an 

arranger for disposal of hazardous substances, or a disposal facility as those terms appear within 

the Resource Conservation Recovery Act, 42 USCA, Section 6901, et seq. (RCRA), or within any 

state statute of similar effect governing the treatment, storage, transportation or disposal of waste. 

 

10.3 TRC INDEMNITY FOR HAZARDOUS SUBSTANCES AND POLLUTION.  TO THE FULLEST EXTENT 

PERMITTED BY LAW, TRC SHALL ASSUME ALL RESPONSIBILITY FOR, INCLUDING CONTROL 

AND REMOVAL OF, AND SHALL RELEASE, DEFEND, INDEMNIFY, AND HOLD HARMLESS, ALL 

MEMBERS OF CLIENT GROUP FROM AND AGAINST ANY LOSSES ARISING OUT OF OR RELATING 

TO ANY HAZARDOUS SUBSTANCES BROUGHT TO OR RELEASED AT THE PROJECT SITE BY TRC 

GROUP.   

 

10.4 CLIENT INDEMNITY FOR HAZARDOUS SUBSTANCES AND POLLUTION.  TO THE FULLEST 

EXTENT PERMITTED BY LAW, CLIENT SHALL RELEASE, DEFEND, INDEMNIFY, AND HOLD TRC 

GROUP HARMLESS FROM AND AGAINST ANY  LOSSES ARISING OUT OF OR RELATING TO THE 

PRESENCE AT THE PROJECT SITE OF NON-TRC HAZARDOUS SUBSTANCES. CLIENT SHALL 

ASSUME ALL RESPONSIBILITY FOR, INCLUDING CONTROL AND REMOVAL OF, AND SHALL 

RELEASE, DEFEND, PROTECT, INDEMNIFY AND HOLD HARMLESS ALL MEMBERS OF TRC 

GROUP FROM AND AGAINST ANY LOSSES ARISING OUT OF OR RELATING TO, ANY NON-TRC 

HAZARDOUS SUBSTANCES DISCOVERED AT, BROUGHT TO, OR RELEASED AT THE PROJECT 

SITE, OR LEFT ON THE PROJECT SITE AFTER CONTAINERIZATION BY TRC. 

 

ARTICLE 11.  ALLOCATION OF RISK 

 

11.1 Client’s Separate Contractors.  The Parties expressly acknowledge and agree that unless otherwise 

expressly provided for in Exhibit A, during the performance of the Work TRC shall not (a) 

supervise, direct or control Client’s other contractors or subcontractors at any tier; (b) have 

authority over or responsibility for the means, methods, techniques or sequences of work performed 

by such other contractors or subcontractors; (c) be responsible for job site safety or enforcement of 

federal, state, local or other safety requirements in connection with the work performed by such 

other contractors or subcontractors; (d) be responsible for inspecting equipment or tools used by 

such other contractors or subcontractors; (e) be liable for any failure of such other contractors or 

subcontractors to comply with applicable laws, rules, regulations, ordinances, codes, permit 
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stipulations, or orders; or (f) be liable for the acts or omissions of such other contractors or 

subcontractors including their failure to perform in accordance with their contractual 

responsibilities. 

 

11.2 Mutual Waiver of Consequential Damages.  Notwithstanding anything to the contrary in this 

Agreement, TRC and Client waive any and all claims against each other, and under no 

circumstances shall either Party be liable to the other, for incidental, consequential, special, 

multiple, and punitive damages arising out of or relating to this Agreement, regardless of whether 

such damages were foreseeable and whether or not the culpable Party was advised of the possibility 

of such damages, and regardless of whether a Party’s claim against the other Party is based in 

contract (including contract termination), indemnity, warranty, tort (including negligence), strict 

liability or otherwise. This mutual waiver includes, but is not limited to, rental expenses, loss of 

use, loss of production, loss of income, loss of profit (except profit arising directly from the Work), 

loss of financing, loss of business, and loss of reputation.   

 

11.3 Limitation of Liability.  To the fullest extent permitted by law, the total liability in the aggregate of 

TRC and its employees, subcontractors, or suppliers to Client and anyone claiming by, through or 

under Client, on all claims of any kind arising out of or in any way related to TRC’s Work, from 

any cause or causes whatsoever, including, but not limited to, negligence, errors, omissions, strict 

liability, indemnity, or breach of contract, will not exceed the compensation received by TRC under 

this Agreement. All such liability will terminate upon the expiration of the Correction Period 

specified in Section 6.3. THIS SECTION SETS FORTH TRC’S SOLE LIABILITY AND ENTIRE 

OBLIGATION AND CLIENT’S EXCLUSIVE REMEDY FOR ANY ACTION BROUGHT 

AGAINST TRC IN RELATION TO THIS AGREEMENT. 

 

ARTICLE 12.  DELIVERABLES 

 

12.1 Ownership of Deliverables.  All Deliverables are instruments of service in respect of the Project, 

and, if delivered to Client during the term of this Agreement, will become the property of Client 

upon payment therefor. Notwithstanding the foregoing, Client’s ownership of the Deliverables will 

not include any ownership interest in TRC’s preexisting information including, but not limited to, 

computer programs, software, patents, patents pending, standard details, templates, figures or 

specifications, or TRC’s seal, stamp, or certification.  Furthermore, Client understands and agrees 

that TRC is a developer of computer software and that TRC may use its own proprietary software, 

as well as others properly licensed to TRC, in the performance of the Work, and may develop other 

proprietary software during the course of performing the Work, which may include preliminary 

database formats and spreadsheets as well as programming procedures and code. Client understands 

and agrees that all such programs, efforts, and materials are and will be the exclusive property of 

TRC (and/or third parties). Additionally, except for the Deliverables, all field data and notes, 

laboratory test data, calculations, estimates, and other documents prepared by TRC will remain the 

property of TRC.   

 

12.2 Use of Deliverables.  Any Deliverable will be prepared solely for use of Client for this Project. The 

Deliverables are not intended or represented to be suitable to be reused by Client, or used or relied 

upon by others outside of Client or on extensions of the Project or on any other project. In the event 

Client, its employees, permitted assigns, successors, consultants, or contractors subsequently 

reproduces or otherwise uses the Deliverables or creates a derivative work based upon the 

Deliverables, unless prohibited by law, Client must remove or completely obliterate the original 

professional seals, trademarks, logos, and other indications on said Deliverables of the identity of 

TRC, its employees, and sub-consultants. TRC will be entitled to equitable compensation in 

connection with documenting any consent for Client or third parties to rely on the Deliverables for 

any purpose other than the purpose for which TRC prepared them. 
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12.3 Unauthorized Use of Deliverables.  Client is prohibited from providing examples of TRC’s Work 

to any individual or entity known by, or that reasonably should be known by, Client to be a 

competitor of TRC for the purpose of reducing or eliminating the Work associated with this 

Agreement. Furthermore, Client is prohibited from providing any statistical sampling information 

on assessment issues, including but not limited to statistical sampling information on production 

rates, remedy rates, numbers of pole change outs, types of violations, etc., that is provided to Client 

by TRC, all of which must be treated by Client as Confidential Information. In the event any 

Deliverables are utilized or disclosed by Client in any manner outside the scope of, or prohibited 

by, this Agreement, TRC reserves the right to notify directly any third party of the limitations of its 

unauthorized use of the Deliverables. Client expressly acknowledges that this reservation by TRC 

is necessary to protect and preserve TRC’s professional reputation with respect to its work product.  

 

ARTICLE 13.  SAFETY 

 

13.1 Client’s Safety Requirements.  Client must inform TRC of any written safety procedures and 

regulations applicable to the Project Site known to Client, as well as any special safety concerns or 

dangerous conditions at the Project Site. TRC and its employees will adhere to the written safety 

procedures and regulations provided by Client. 

 

13.2 Project Site Safety.  TRC commits to providing a safe and healthy work environment for its 

personnel and will require the same of its subcontractors. TRC shall be responsible for the health 

and safety of its employees and be responsible for its activities, and shall at all times conduct its 

operations under this Agreement in a manner to avoid risk of endangerment to the health and safety 

of persons and property. Unless expressly included in the scope of Work, TRC will not have any 

responsibility for overall job safety for the Project or at the Project Site. If TRC determines that its 

field personnel are unable to access required locations or perform required Work in conformance 

with applicable safety standards, TRC may suspend performance until its personnel can safely 

perform their work. TRC will promptly provide Client with written notice of the location and nature 

of the unsafe conditions. If Client fails to provide safe access within a reasonable time, TRC may 

terminate or suspend its performance in accordance with Article 14. 

 

13.3 Reporting of Incidents.  In the event TRC is involved in any loss, injury, or damage on Client’s 

premises, or if such injury, loss or damage involves property, equipment, or personnel of Client, or 

if such accident involves any third party in any manner whatsoever while TRC is performing any 

duties within the scope of this Agreement, TRC will promptly report such injury, loss, or damage 

to the attention of Client’s designated representative. If the matter involves loss of life, serious 

injury, or substantial property loss or damage, this report will be made by telephone call, followed 

immediately by a report in writing sent via email. If the matter is of a less serious nature, notification 

may be made by email or by letter posted in regular United States mail.  All injuries, loss or damage 

must be reported. The reporting of any such matter will not imply any admission of liability on the 

part of TRC. 

 

ARTICLE 14.  TERMINATION AND SUSPENSION 

 

14.1 Termination for Default.  In the event of a material breach of this Agreement by either Party, the 

nonbreaching Party may give written notice to the breaching Party of the nature of the default and 

demand for cure. If the breaching Party fails to cure or materially commence to cure within ten (10) 

calendar days from receipt of the default notice, the non-breaching Party may provide a written 

notice of termination of the Agreement to the breaching Party.  

 

14.2 Termination or Suspension for Convenience.  Either Party may terminate or suspend this 

Agreement, in whole or in part, by providing written notice to the other Party at least thirty (30) 

days prior to the effective date of termination.   
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14.3 Termination for Insolvency.  Either Party has the right to immediately terminate the Agreement, 

by providing written notice to the other Party, in the event that (a) the other Party becomes 

insolvent, enters into receivership, is the subject of a voluntary or involuntary bankruptcy 

proceeding, or makes an assignment for the benefit of creditors; or (b) a substantial part of the other 

Party’s property becomes subject to any levy, seizure, assignment or sale for or by any creditor or 

government agency. 

 

14.4 Payments Due Post-Termination.  TRC will be entitled to receive payment for all Work performed 

prior to the effective date of the suspension or termination, plus all reasonable costs associated with 

the suspension or termination, including, but not limited to, demobilization costs, re-stocking fees, 

cancellation fees, and costs incurred with respect to non-cancellable commitments. If the 

suspension or termination is the result of TRC’s breach, prior to paying TRC Client will be entitled 

to offset its reasonable, direct, documented losses to the extent caused by TRC’s breach. If the 

suspension or termination is the result of Client’s breach, in addition to all other compensation to 

which TRC is entitled, TRC will be entitled to receive payment for its reasonable, direct, 

documented losses to the extent caused by Client’s breach. 

 

ARTICLE 15. DISPUTE RESOLUTION 

 

15.1 Negotiation by Executives.  The Parties will attempt in good faith to resolve any dispute, 

controversy, or claim arising out of or relating to the Project or the Agreement or the breach thereof 

(“Dispute”) promptly by negotiation. When either Party determines it has exhausted its efforts to 

resolve a Dispute at the Project level, that Party may provide written notice to the other Party of 

the Dispute. Within fifteen (15) days after the date of such notice, executives of both Parties who 

have authority to agree to a settlement of the Dispute and who are at a higher level of management 

than the persons with direct responsibility for administration of this Agreement will meet at a 

mutually acceptable time and place (or, otherwise, at the Project Site), and thereafter as often as 

they reasonably deem necessary, to attempt to resolve the Dispute. All negotiations pursuant to this 

subsection are confidential and will be treated as compromise and settlement negotiations for 

purposes of applicable rules of evidence. If the Parties do not resolve the Dispute within sixty (60) 

days of a Party notifying the other of the Dispute, unless extended by mutual agreement, either 

Party may commence litigation. 

 

15.2 Governing Law, Jurisdiction, Venue.  Unless otherwise required by law, this Agreement, and any 

act or transactions to which it will apply, or which are contemplated hereby or hereunder, will be 

governed by, and construed and interpreted in accordance with, the laws of the State of Connecticut 

without regard to choice of law or conflicts of law principles. This choice of law expressly includes 

the applicable statutes of limitation. Venue for all actions under the Agreement will be in Hartford, 

Connecticut. 

 

15.3 Prevailing Party.  In the event of any binding dispute resolution proceeding, declaratory or 

otherwise, brought by a Party arising out of or relating to this Agreement, including but not limited 

to any breach or default of the Agreement, the prevailing Party will be entitled to recover from the 

other Party any and all expenses of litigation, court costs, expert and consultant fees, employee 

time and expenses, and reasonable attorneys’ and other legal fees associated with such proceedings 

(collectively, “Litigation Expenses”), accruing as of commencement of the proceeding and 

including execution and collection of any award or judgment. Notwithstanding the foregoing, if a 

written offer of compromise is made by either Party that is not accepted by the other Party within 

thirty (30) days after receipt and the Party not accepting such offer fails to obtain a more favorable 

judgment or award, the non-accepting Party will not be entitled to recover its Litigation Expenses 

(even if it is the prevailing Party) and will be obligated to pay the Litigation Expenses of the offering 

Party. 
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ARTICLE 16.  MISCELLANEOUS 

 

16.1 Independent Contractor and Waiver of Benefits.  TRC is an independent contractor and will not be 

regarded as an employee or agent of Client. TRC agrees that it will not receive, and is not eligible 

to participate in, any employee benefit plan, insurance program, disability plan, medical benefits 

plan, or any other fringe benefit program sponsored and maintained by Client for its regular active 

employees, and TRC hereby waives any rights or claims related thereto. 

 

16.2 Compliance with Laws.  TRC will observe all applicable provisions of the federal, state, and local 

laws and regulations, including those relating to equal opportunity employment. 

 

16.3 Severability.  If any term, covenant, condition, or provision of this Agreement is found by a court 

of competent jurisdiction to be invalid, void, or unenforceable, the remainder of this Agreement 

will remain in full force and effect, and will in no way be affected, impaired, or invalidated thereby. 

 

16.4 Waiver.  No waiver of any provision of this Agreement, or consent to any departure therefrom, 

shall be effective unless in writing and signed by the waiving Party, and then such waiver or consent 

shall be effective only in the specific instance and for the specific purpose for which given. No 

failure or delay on the part of any Party in exercising any right, power or remedy hereunder shall 

operate as a waiver thereof, nor shall any single or partial exercise of any such right, power or 

remedy preclude any other or further exercise thereof or the exercise of any other right, power or 

remedy hereunder. 

 

16.5 Assignment.  Neither Party will assign or transfer this Agreement without the prior written consent 

of the other Party. Moreover, as a condition of any such written consent, such assignment will be 

subject to the terms and conditions herein and no greater rights or remedies will be available to the 

assignee. In the event of an assignment by Client, Client will provide TRC with the information 

necessary for notices and invoicing (as applicable) prior to the effective date of the assignment. 

Client hereby agrees that TRC may subcontract and/or assign some or all of the Work to one or 

more of its corporate affiliates to the extent necessary to provide sufficient staffing and/or to comply 

with applicable insurance or professional licensing requirements. 

 

16.6 Captions.  The captions of the articles and sections in this Agreement are intended solely for the 

convenience of reference and will not define, limit, or affect in any way the provisions, terms, and 

conditions hereof or their interpretation. 

 

16.7 Integration.  This Agreement represents the entire understanding and agreement between the Parties 

and supersedes any and all prior or contemporaneous agreements, whether written or oral, and may 

be amended or modified only by a written amendment signed by both Parties. 

 

16.8 Amendments.  This Agreement may be modified only by a Change Order or an amendment 

executed in writing by a duly authorized representative for each Party. 

 

16.9 No Third Party Beneficiaries.  Except as otherwise specifically provided for herein, this Agreement 

shall not be construed to confer any benefit on any third party not a Party to this Agreement, nor 

shall it provide any rights to such third party to enforce its provisions. Notwithstanding the 

foregoing, all liability-limiting provisions of this Agreement shall extend and inure to the benefit 

of all members of TRC. 

 

16.10 Signatures.  This Agreement, any amendment, and any Change Order may be executed in 

counterparts, each of which will be deemed an original, and all of which together will be deemed 

to be one and the same instrument. A copy of this Agreement and any subsequent modifications 
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EXHIBIT A 

Work, Contract Price, Contract Time 

 

TRC will perform the Work as described in the Proposal Letter dated March 21, 2023.   

 

  

Page 214 of 215



 

 

EXHIBIT B 

TRC Remittance Instructions 

 

TRC remittance information for making payments is as follows: 

 

U.S. Postal Service: 

TRC Lockbox 

PO Box 536282 

Pittsburgh PA  15253-5904 

 

Overnight Packages: 

TRC Lockbox 

Attn: 536282 

307 23rd Street Extension, Suite 950 

Pittsburgh, PA 15215 

877-550-5933 

 

Wire Instructions (PREFERRED METHOD OF PAYMENT) 

Beneficiary Account Name:  TRC Companies, Inc. – Concentration     

Beneficiary Account 

Number: 

 2232037090 

Bank Codes:   

ABA Number:  011500120 (Wires only) 

Routing Number:  211170114 (ACH only) 

Swift Code:  CTZIUS33 

Bank Name:  Citizens Bank 

   

Remittance Detail Email:  ARremitdetail@trccompanies.com 

TRC Contact:  Dawn Dostie 

Contact Phone Number:  207-660-7222 
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