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INDEPENDENT AUDITOR’S REPORT 

To the City Council 
"Burton, Texas 

We have Aaudite‘d ‘the accompanying financial statements .of the governmental activities, the business-type 
activities, and each major fund of the City of Burton, Texas, as of and for the year ended March 31, 2021, and the 
related notes to the financial statements, which collectively comprise the City’s basic financial statements as listed 
in the table of contents. . 

Managei'nént’s Responsibility for the Financial Statements 

Management is responsible for the preparation aud fair presentation of these financial statements in accordance 
with accounting principles generally accepted n the United States of America; this -includes the design, 

", implegentation, and maintenance of internal confrol relevant to the prepatation and fair presexitation of financial 
statements that are free from. material misstatement, whether due to fraud or erfor, 

Auditor’s Responsibility . 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit 
in accordance with auditing standatds generally accepted in the United States of America, Those standards require 
that we plan and petform the audit to obtain reasonable assurance about whether the financial statements are frée 
from material misstatement. 

An andit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
tisks of material misstatement of the financial statements, whether due to fraud or error, In making those risk 
assessments, the auditor considess internal control relevant to the entity’s preparation and fair presentation of the 
“financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no - 
such opinion. An audit-also includes evaluating the appropristeness of accounting policies used and the 

" reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence wé have obtained is sufficient and appropriate to provide a basis for our audit 
opinions, . 

Opinions . 

In our opinion, the financial statements referred to above present fairly, in all material respeots, the respective 
financial position of the governmental activities, the business-type activities, and each major fund, of the City of’ 
Burton, Texas, as of March 31, 2021, and the respective changes in financial position and, whers applicable, cash 
flows thereof for the year then ended in accordance with accounting principles generally accepted in the United 

- States of America, 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and budgetary comparison information on pages 3 through 7 and 26 through 27 be 
presented to supplement the basic financial statements, Such information, although not a part of the basic 
finenecial 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 appropriats 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 Ametica, which 
consisted of inquiries of management about the methods of prepaving the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, and 
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or 
provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City of Burton, Texas’s financial statements, The Budgetary Comparison Schedule — Proprietary 
Fund is presented for purposes of additional analysis and is not a required part of the basic financial statements. 

This information is the responsibility of management and was derived from and relate directly to the underlying 
accounting and other records used to prepare the basic financial statements. Such information has been subjected 
to the auditing 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 ptepare the basic financial statements or to the basic finencial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America. In our - 
opinion, this information is faitly stated, in all material respects, in relation to the basic financial statements as a 
whole. 

Mobd A Olbmon 11 
Medack & Oltmann, LLP 

Giddings, Texas 
January 31, 2022



MANAGEMENT’S DISCUSSION AND ANALYSIS 

Our discussion and analysis of the City of Burton’s (“City”) financial performance provides an overview 
of the City’s financial activities for the fiscal year ended March 31, 2021. Please read it in conjunction 
with the City’s financial statements, which begin on page 8. 

FINANCIAL HIGHLIGHTS 

The City’s net position decreased by $85,642 as a result of this year’s operations. 
The General fund balance at year-end was $162,558. 
The Debt Service fund balance at year-end was $102,827. 
The Waste and Sewor Fund net position was $807,589, including current and. capital assets. 

USING THIS ANNUAL REPORT 

This annual report consists of a series of financial statements. The Statement of Net Position and the 
Statement of Activities provide information about the activities of the City as a whole and present a 
longer-term view of the City’s finances. Fund financial statements start on page 10. Fund financial 
statements also report the City’s operations in more detail than the government-wide statements by 
providing information about the City’s two funds. 

Reporting the City as a Whole 

Our analysis of the City as a whole begins on page 8. One of the most important questions asked about 
the City’s finances is, “Is the City as a whole better off or worse off as a result of the year’s activities?” 
The Statement of Net Position and the Statement of Activitics eport information about the City as a 
whole and about its activities in a way that helps answer this question. These statements include all assets 
and liabilities using the acorual basis of accounting, which is similar to the accounting used by most 
private-sector companies, All of the current year’s revenues and expenses are taken into account 
tegardless of when cash is received or paid. 

These two statements report the City’s net position and changes in them. You can think of the City’s net 
position —the difference between assets and Liabilities — as one way to measure the City’s financial health, 
or financial position. Over time, increases or decreases in the City’s net position are one indicator of 
whether its financial health is improving or deteriorating. 

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

*  Governmental activities — The City’s basic services are reported here. Property, sales and other 
taxes along with court fines and fees finance most of these activities. 

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



Reporting the City’s Most Significant Funds 

Our analysis of the City’s major funds begins on page 10 and provides detailed information about the 
most significant funds — not the City as a whole. 

¢ Governmental funds — Most of the City’s basic services are repotted in governmental funds, 
which foous on how money flows into and cut of those funds and the balances left at year-end 
that are available for spending, These funds are reported using an accounting method called 
modified accrual accounting, which measures cash and all other financial assets that can be 
readily converted to cash. The governmental fund statements provide a detailed short-term view 
of the City’s general government operations and the basic services it provides. Governmental 
fund information helps you determine whether there are more or fewer financial resources that 
can. be spent in the near future to finance the City’s programs. We desctibe the relationship (or 
differences) between governmental activities (reported in the Statement of Net Position and the 
Statement of Activilies) and governmental funds in reconciliation at the bottom of the fund 
financial statements, 
Proprietary funds — The City reports the activities for which it charges users in proprietary funds 
using the same accounting methods employed in the Statement of Net Position and the Statement 
of Activities. 
Notes to the financial statements - the notes provide additional information that is essential to a 
full understanding of the data provided in the government-wide and fund financial statements. 

The City as a Whole 

The City’s net position decreased by $85,642. Our analysis below focuses on the net position (Table n 
and changes in net position (Table 2) of the City’s activities. 

Tablel - 
Net Position 

March 31, 2021 

Governmental Business-Type 

Activities Actiyities Totals 

2021 2020 2l 2020 1 200 
Current assets 3285405 § 529,133 $151,019 $148424  $436424 §$ 677,557 
Capital assets 225126 254,558 677,908 681,951 903,034 936,509 
Total Assets 510,531 783,691 828927 830375 1339458 1614066 

Total Deferred Outflows of Resources - 826 - - - 826 

Current liabilities 76273 199,280 21,338 10,240 97,611 209,520 
Non-current liabilities 436,000 510,000 - - 436,000 510,000 

Total Liabilities 512,273 709,280 21,338 10,240 533,611 719,520 

Total Deferred Inflows of Resources - 3,883 - - - 3,883 

Net Position: 

Net Investment in capital assets (284,874)  (326442) 677908 681,951 393,034 355,509 

Restricted 130,322 115,089 - - 130322 115,089 

Uhnrestricted 152,810 282,707 129,681 138,184 282491 420,891 

Total Net Position $ (1L742) § 71354  $807,589 $820,135  § 805847 §$ 891489 



Revenues 

Program Revenues 

Charges for services 

Operating grants & contributions 

General Revenues 

Property Tax 

Seles, Franchise and other taxes 

Fines and Fees 

Investment Inoome 

Other Revenves 

Gain on sale of asset 

‘Total Revenues 

Expenses 

General Government 

Interest and fees 

‘Water and Wastewater Expenses 

Total Expenses 

Change in net position 

Net Position, beginning 

Net Position, ending 

THE CITY’S FUNDS 

Table 2 
Changes in Net Position 

Governmental Business-type 

Activities Activities Totals 
2021 2020 2021 2020 2021 2020 

$ - § - $213817  $201,040 $213817 $201,040 

2,600 6,764 - - 2,600 6,764 

138,889 135937 - - 133,889 135937 

102,257 97.974 - - 102,257 97974 

(174721) 78250 - - (I74720) 78250 
355 436 115 1,073 470 1,509 

13,383 10,893 - - 13,383 10,893 

10476 - - - 10,476 - 
93,239 330,254 213932 202,113 307,171 532,367 

152,235 138,746 - - 152235 138,746 

14,100 16,163 - - 14,100 16,163 

- - 226478 194,489 226478 194489 

166,335 154,909 226478 194489 392,813 349,398 

(73,096) 175345 (12,546) 7,624 (85,642) 182,969 

71354 (103,991) 820,135 812,511 801489 708,520 

$ (1,742) § 71354 $807,589 $820,135 $805,847 $891,489 

As the City completed the yeat on March 31, 2021, its governmental funds (as presented in the balance 
sheet on page 10) reported a combined fund balance of $265,385. This is an increase of $54,610. 

General Fund Budgetary Highlights 

The City’s Council annually adopts an operating budget. There were no budget amendments made during 
the current year. In summary for the General Fund, total budgeted revenues exceeded actual revenues by 
$26,754, and actual expenditures and other financing sources and uses were less than budgeted by 
$28,432, In summary for the Water and Sewer Fund, total budgeted revenues were less than actual 
revenues by $18,122, and actual expenditures exceeded budgeted expenditures by $30,668.



CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

As of March 31, 2021, the City had $903,034 invested in capital assets. (See Table 3 below.) 

Table 3 
Capital Assets at Year-end 

Governmental Business-type 

Activities Activities Totals 

TFurniture & Bquipment $ 55,461 $ 5,530 $ 60991 
Parks 151,738 - 151,738 
Buildings 158,870 - 158,870 
Vehicles - - - 

Land 46475 6,300 53,275 
Water and sewer systems - 1,716,568 1,716,568 

Sewer Line Extension - - - 

412,544 1,728,898 2,141,442 
Accumnlated depreciation (187419 (1,050,989) (1,238,408) 

Net Capital Assets 3$ 225,125 $§ 677,909 $ 903,034 

Debt 

Outstanding Debt at Year-end 

Governmental Activities 

Burton State Bank $ 510,000 

Compensated Absences 0 

Total $ 510,000 

Details for outstanding debt can be found in Note 4 to these financial statements,



CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS 

The Burton City Council has placed the Municipal Court in inactive status for the foreseeable future due 
to the Jack of a police department. 

City Hall is continuing its work on Laas Weeren City Park. We currently have the Water feature in place. 
‘We have received several donations so we can add more tables and sitting areas as well as walking trails, 

The City current Operation and Maintenance tax rate of $0.094 per $100 valuation and its Interest and 
Sinking tax rate, which funds the $436,000 Bond Debt Service, to be $0.3306. 

CONTACTING THE CITY’S FINANCIAL MANAGEMENT 

This financial report is designed to provide the City’s citizens, taxpayers, customers, and creditors with a 
general overview of the City’s finances and to show the City’s accountability for the money it receives. If 
you have questions about this report or need additional financial information, contact City Sectetary, P.O, 
Box 255 Burton, Texas 77835,



City of Burton 
Statement of Net Position 

Mareh 31, 2021 

Governmental — Business-Type 
Activities Activities Total 

Assets 
Cash. $ 204,744 117357 % 342,101 
Restricted Cash 27,495 - 27,495 
Receivables 

Salles taxes 15,112 - 15,112 
Property taxes 17,747 - 17,747 
‘Water and wastewater - 33,662 33,662 
Other 307 - 307 

Capital Assets 

Non-depreciable 46,475 6,800 53,2275 
Depreciable, net of acoumulated depreciation 178,651 671,108 849,759 

Total Assets 510,531 828,927 1,339,458 

Deferred Ontflows of Resources $ - $ - $ - 

‘Total assets and deferred ontflows of resources $ 510,531 § 828,927 § 1,339,458 

Liabilities 

Accounts payable 2,273 21,338 23,611 

Noncurrent liabilities . 
Due within one year 74,000 - 74,000 
Due in more than one year 436,000 - 436,000 

Total Lizbilities 512,273 21,338 533,611 

Deferred Inflows of Resources $ - 3 - $ - 

Total liabilities and deferred inflows of resowrces $ 512273 § . 21338 3 533,611 

Net Position 

Net Investraent in Capital Assets (284,874) 677,908 393,034 
Restricted 130,322 - 130,322 
Unrestricted 152,810 129,681 282,491 

‘Total Net Position $ (1,742) 8 807,589 % 805,847 

See accompanying notes to the basic financial statements



City of Burton 

Statement of Activities 
For the Year Ended March 31, 2021 

Program Revenues Net (Expense) Revonue and Changes in Not Position 

Primary Government 

Operating 
Charges for Grants and Governmental  Business-Type 

Functions/Programs Expenses Sexvices Contributions Activities Activities Total 
Governmental activities 

Administration $§ 152235 % - 8 2,600 §  (149,635) § - 8 (149,635) 
Interest on long-term debt 14,100 - - (14,100) - (14,100) 

‘Total governmental activities 166,335 - 2,600 (163,735) - (163,735) 

Business-type activities 

‘Water and Wastewater 226,478 213,817 - - (12,661) (12,661) 
"Total business-type activities 226 478 213,817 - - (12,661) (12,661) 
Total government $ 392,813 § 213817 § 2,600 § (163,735) $§ (12,661) § (176,396) 

General Revenues 
Sales taxes 88,877 - 88,877 
Mixed beverage taxes 2,709 - 2,709 
Franchise taxes 10,671 - 10,671 
Property taxes 138,889 - 138,889 
Fines and fees (174,721) - (174,721) 
Investment income 355 115 470 
Miscellaneous 13,383 - 13,383 
Gain on sale of asset 10,476 - 10,476 
Total General Revenues and transfers 90,639 115 90,754 

Change in net posjtion (73,096) (12,546) (85,642) 

Net position - beginning 71,354 820,135 891,489 

Net position - ending $ (1,742) § 807,589  § 805,847 

See accompanying notes to the basic finencial statements 
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City of Burton 

Balance Sheet 

Governmental Funds 

March 31, 2021 

Total 

General Debt Service Governmental 
Fund Fund Funds 

Assets 
Cash $ 121917 $ 102,827 $ 224,744 
Restricted Cash 27,495 - 27,495 
Receivables 

Sales taxes 15,112 - 15,112 
Property taxes 3,549 14,198 17,7147 
Other 307 - 307 

Total Assets $ 168380 $ 117,025 $ 285,405 

Liabilities 
Accounts payable $ 1,871 $ - $ 1,871 
Payroll taxes payable 402 - 402 

Total Liabilities 2,073 . 2,273 

Deferred Inflows of Resources 
Property Taxes 3,549 14,198 17,747 

Total Deferred Inflows of Resources 3,549 14,198 17,747 

Fund Balance 

Restricted 27495 102,827 130,322 
Unassigned 135,063 - 135,063 

Total Fund Balances 162,558 102,827 265,385 

Total Liabilities; Deferred Inflows of Resources, and Fund Balance $ 168,380 $ 117,025 $ 285,405 

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

different because: 

Capital assets used in governmental activities ate not current finanoial resources - 

and therefore are not repotted in the governmental funds 225,126 

Taxes receivable are offset by deferred revenues in the governmentel finds and thus 

are not included in fund balance. 17,747 
Long-term labilities are not due and payable in the current period and therefore are 

not reported in the governmental funds 

Notes Payable (510,000) 
Net Position of Governmental Activities $ (1,742) 

See accompanying notes to the basic financial statements 
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Statement of Revenues, Expenditures and Changes in Fund Balances 

' Governmental Funds 

City of Burton 

For the Year Ended March 31, 2021 

REVENUES 

Taxes: 

Sales taxes 
Mixed beverage taxes 

Frauchise taxes 
Property taxes 

Fines and fees 
Contribution Revenue 
Miscellaneous 
Investment income 

Total Revennes 

EXPENDITURES 

Advertising 
Collection agency expense 

Dues and Subscriptions 

EMS Expense 
Equipment Rental 

Insurance 
Payroll and Benofits 

Police Equipment and Canine expense 
Professional Fees 

Repairs and Maintenance 

éecurity Expense 

State Criminal Costs & Fees 

Street Lights & Repairs 

Supplies 

Tax Collection Fees 
Telephone and Communications 

Utilities 

Miscellancous 

Debt service 

Principal 

Interest 
Total expenditures 

Excess of revenues over expenditures 

OTHER FINANCING SOURCES (USES) 
Proceeds from the Sale of Capital Asset 

Total Other Financing Sources (Uses) 

‘Net change in fund balance 

Fund balances - beginning 

Fund balances - ending 

Tatal 

General Debt Sexvice Governmental 
Fund Fund Funds 

$ 88,877 $ - $ 88,877 

2,709 - 2,709 

10,671 - 10,671 

27,549 108,916 136,465 

2,997 - 2,997 

2,600 - 2,600 

13,383 - 13,383 

239 116 355 

149,025 109,032 258,057 

641 - 641 

1,134 - 1,134 

3,836 - 3,836 

893 - 893 

1,914 - 1,914 
1,885 - 1,885 

29,366 - 29,366 

1,058 - 1,058 

14,746 - 14,746 
11,420 - 11,420 

1,550 . 1,550 
484 - 484 

64,771 - 64,771 

2,419 - 2,419 

4,990 - 4,990 
3,111 - 3,111 

2,983 - 2,983 

146 - 146 

- 71,000 71,000 

- 14,100 14,100 

147,347 85,100 232,447 

1,678 23,932 25,610 

29,000 - 29,000 

29,000 - 29,000 

30,678 23,932 54,610 

131,880 78,895 210,775 

§ 162,558 $ 102,827 $ 265,385= 

See accompanying notes to the basic financial statements 
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City of Burton 

Reconciliation of Net Changes in Fund Balances of Governmental Funds to 
Change in Net Position of Governmental Activities 

For the Year Ended March 31, 2021 

Reconciliation of the change in fund balances - total governmental funds 

to the change in net position of governmental activities: 

Net change in fund balances - total governmental funds 

Because some property taxes will not be collected for several months after the City's 
fiscal year-end, they are not considered as "available" revenues in the governmental funds. 

Adjustment for property taxes collected after year-end 

Because some fines and fees will not be collected for several months after the City's 
fiscal year-end, they are not considered as "available" revenues in the governmental funds. 

Adjustment for fines and fees collected after year-end 

Only the gain on the sale of equipent is reported in the statement of activities, wheras 
in the governmental funds, the proceeds from sale of asset is shown 

Gain from disposal of assets 

Proceeds from sale of asset 

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

Adjustment for Pension Liability 

Change in Deferred Inflows/Outflows related to Pension 

Governmental funds report capital outlays as expenditures while governmental activities 

report depreciation expense to allocate those expenditures over the life of the assets 

Depreciation expense 

Repayments of long-term debt is reported as an expenditure for governmental funds 

but is reported as a reduction of debt in government-wide financial statements 

Note principal payments 

Change in Net Position of Governmental Activities 

See accompanying notes to the basic financial statements 
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City of Burton 

Statement of Net Position 
Proprietary Fund 

March 31,2021 

Water & 

Sewer Fund 

Assets 
Current assets: 

Cash and cash equivalents $ 117,357 

Receivables 33,662 

Total current assets 151,019 

Capital Assets 

“Water and sewer system property, plant and equipment $ 1,728,898 

Accumulated Depreciation (1,050,990) 

Net Capital Assets 677,908 

Total Assets $ 828,927 

Liabilities 

Current liabilites: 
Accounts payable $ 21,338 

Total current liabilities 21,338 

Long-Term liabilitics: - 

Total Liabilities $ 21,338 

Net Position 

Net Investment in Capital Assets $ 677,908 

Restricted - 
Unrestricted 129,681 

Total Net Position $ 807,589 

See accompanying notes to the basic financial statements 
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City of Burton 

Statement of Revenues, Expenses, and Changes in Net Position 

For the Year Ended March 31, 2021 

Operating revenues: 

Charges for services 

Total operating revenue 

Operating expenses: 

Insurance 

Supplies 

Utilities 
Repairs and maintenance 

Garbage and Collection Cost 

Fees and Permits 
Testing 

Contract Labor 
Professional Services 
Miscellaneous 

Depreciation 

Total operating expenses 

Operating income (loss} 

Proprietary Fund 

Non-operating revenues and expenses 

Interest revenues 
Total Non-operating revenues and expenses 

Increase (decrease) in net position 

Net position at beginning of year 

Net position at end of year 

Water & 

Sewer Fund 

213,817 
213,817 w

 
|
 

$ 2,641 
10,318 
17,849 
45,267 
38,328 
1,765 
5,024 

57,739 
452 

4,502 
42,593 

$ 226,478 
(12,661) =)

 

S s 
$ 115 

$ (12,546, 

3 w01 
$ 807,589 

See accompanying notes to the basic financial statements 
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City of Burton 

Statement of Cash Flows 

Proprietary Fund 

For the Year Ended March 31, 2021 

Water & 
Sewer Fund 

Cash flows from operating activities: 

Cash received from customers $ 208,568 

Cash payments to suppliers for goods and services (172,067) 

Net cash provided by (used in) operating activities $ 36,501 

Cash flows from non-capital financing activities $ - 

Cash flows from capital and related financing activities 

Purchase of capital assets $ 38,550} 

Net cash provided (used) by investing activities: $ (38,550) 

Cash flows from investing activities: 

Interest earned 3 115 
Net cash provided by (used in) investing activities $ 115 

Net increase (decrease) in cash and equivalents 3 (1,934) 

Cash and equivalents at beginning of year (restated) $ 119,291 

Cash and equivalents at end of year $ 117,357 

Reconciliation of operating income (loss) to net cash provided by (used in) 

operating activities: 

Operating income (loss) $ (12,661) 

Adjustments to reconcile to net cash provided by operating activities: 

Depreciation 42,593 

Changes in assets and liabilities: 

Tncrease in accounts receivable (5,249) 

Tncrease in accounts payable 11,818 

‘Net cash provided by (used in) operating activities $ 36,501 

See accompanying notes to the basic financial statements 
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City of Burton 
Notes to Basic Financial Statements 
For the Year Ending March 31, 2021 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Reporting Entity 

The City of Burton (“City”) is a municipality under the provision of the State of Texas. The City 
operates as a Council government. All powers of the City are vested in the Mayor and elective Council 
members. This body enacts local legislation, adopts budgets, and deterines policies. The City provides 
the following services to its citizens: public safety, street maintenance, solid waste collection and 
disposal, municipal court, community development, public improvements, water and sewer services, 
and general administrative services. 

For financial reporting purposes, in conformance with generally accepted accounting principles, the 
City’s financial statements include all funds and other organizations over which the Council is 
financially accountable. In addition, component units which may be included are organizations for 
which the nature and the significance of their operational or financial relationship with the City is such 
that exclusion would cause the City’s financial statements to be misleading or incomplete. The City has 
no component units based on the foregoing criteria. 

B. Basis of Presentation 

Government-wide financial statements 

The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all activities of the City. The effect of interfund activity has been 
eliminated. Governmental activities, which normally are supported by taxcs, assessments apd 
intergovernmental revenues, are reported separately from business-type activities, which primarily rely 
on fees and charges for support. 

The government-wide statements are prepared using the economic resources measurement focus and the 
accrual basis of accounting, This is the same approach used in the preparation of the proprietary fund 
financial statements but differs from the manner in which governmental fund financial statements ate 
prepared, Therefore, govermmental fund financial statements inolude reconciliation with brief 
explanations to better identify the relationship between the government-wide statements and the 
statements for governmental funds. 

The government-wide Statement of Activities presents a comparison between expenses, both direct and 
indirect, and program revenuss for each segment of the business-type activities of the City and for each 
governmental program. Direct expenses are those that are specifically associated with a service, 
program or department and are therefore clearly identifiable to a particular function. Program revenues 
include charges paid by the recipients of the goods or services offered by the programs, grants, and 
contributions that are restricted to meeting the operational or capital requitements of a particular 
program. Revenues not classified as program revenues are presented as general revenues. The 
comparison of program revenues and expenses identifies the extent to which each program or business 
segment is self-financing or draws from the general revenues of the City. 

Fund financial statements . 

TFund financial statements report detailed information about the City’s funds. Bach fund is accounted for 
by providing a separate set of self-balancing accounts that comprises its assets, liabilities, fund equity, 
revenues and expenditures/expenses. The emphasis in fund financial statements is on the major funds in 
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City of Burton 

Notes to Basic Financial Statements 
For the Year Ending March 31, 2021 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ continued 

either the governmental or proprietary categories. A fund is considered major if it is the primary 
operating fund of the City or meets the following criteria: 

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

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

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

Since the City maintains only a few funds, all are considered major and reported in separate columns in 
the fund financial statements. These governmental funds are described below: 

The City reports the following major governmental funds: 

General Fund — The General fund is the general operating fund of the City. It is used to 
account for all financial resources except those required to be accounted for in another fund. 

Debt Service Fund — The Debt Service Fund is used to account for the accumulation of 
financial resources for the payment of principal, interest and related costs on long term debt 
paid primatily from property taxes. 

The following major proprietary funds are presented: 

Water and Sewer Fund — The Water and Sewer Fund is used to account for water and 
wastewater services. Activities of the fund include administration, operations and 
maintenance of the water and wastewater system, billing and collection activities. 

All governmental funds ave accounted for using modified accrual basis of accounting and the current 
financial resources measurement foous. Under this basis, revenues are recognized in the accounting 
period in which they become measurable and available. The City considers revenue as available if it is 
collected within 60 days after year end. Bxpenditures are recognized in the accounting period in which 
the fund liability is incurred, if measurable. 

The City reports the systems fund as a proprietary fond. The City applies all Governmental Accounting 
Standards Board (GASB) pronouncements. GASB Statement No. 20 Accounting and Financial Reporting 
Jor Proprietary Funds and Other Governmental Entities that use Proprietary Fund Accounting, offers the 
option of following all Financial Accounting Standards Board (FASB) standards issued after November 
30, 1989, unless the latter conflict with or contradict GASB pronouncements, or not following FASB 
standards issued after such date. The City has elected the option to not follow FASB standards after 

November 30, 1989. 

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating 

revenues and expenses generally result from providing services and producing and delivering goods in 

connection with a proprietary funds’ principal ongoing operations. Operating expenses for the proprietaty 

funds include the cost of personal and contractual services, supplies aud depreciation on capital assets. All 

revenues and expenses not meeting this definition are reported as non-operating revenues and expenses. 
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City of Burton 

Notes to Basic Financial Statements 
For the Year Ending March 31, 2021 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

C. Revenue Recognition and Receivables 

All water and wastewater 1evenues are recognized on the accrual basis when the related services are . 
provided and the earning process is complete. Services are provided to customers under a rate structure 
designed to produce revene sufficient for operating and maintenance costs. 

All receivables are reported at their gross value, and are reduced when a portion is expected to be 
uncollectible. 

D. Budgets 

An annuel fiscal budget is prepared for all income and expense general ledger accounts. A draft of the 
budget is populated with the actual income and expense totals incwrred in the previous fiscal year by 
month. The draft is reviewed and all previous fiscal year one-time extra-ordinary items ate identified and 
removed {rom the draft, and accommodates the effect of any new price, rate, fee and salary changes. The 
resulting revised draft of the budget is presented to the City Council in their annual open meeting Budget 
‘Workshop. Ay noted changes and the estimated cost for various projects proposed by City Council are 
then added to the latest budget draft thereby creating the proposed budget. 

The City Mayor then submits the proposed budget for all funds to the City Council. The proposed budget 
with any changes is then approved by City Council. Budgets for all funds are adopted on a basis consistent 
with generally accepted accounting principles (GAAP). 

ATl anmual appropriations lapse at fiscal year-end. 

E. Cash, cash equivalents and investments 

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-term 

investments with criginal maturities of three months or less from the date of acquisition. 

F. Fair Value Measurements 

The City complies with GASB Statement No. 72, Fair Value Measurement and Application, which defines 
fair value as the price that would be received to sell an asset or paid to transfer 2 liability in an orderly 
transaction, Fair value accounting requires characterization of the inputs used to measure fair value into a 
three-level fair value hierarchy as follows: 

+  Level 1 inputs are based on unadjusted quoted market prices for identical assets or Habilities in 
an active market the entity has the ability to access 

+  Level 2 inputs are observable inputs that reflect the assumptions market participants would use 
in pricing the asset or liability developed based on market datd obtained from sources 
independent from the entity 

+ Level 3 inputs are observable inpuis that reflect the entity’s own assumptions about the 

assumptions market participants would use in pricing the asset or liability developed based on 

the best information available. 

18



L 

City of Burton 
Notes to Basic Financial Statements 
For the Year Ending March 31, 2021 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ continued 

‘There are three general valuation techniques that may be used to measure fair value: 

Market approach — uses prices generated by market transactions involving identical or 
comparable assets or liabilities 

Cost approach — uses the amount that currently would be required to replace the service 
capacity of an asset (replacement cost) 

Income approach — uses valuation techniques to convert future amounts to present amounts 
based on current matket expectations 

G. Property taxes 

Property taxes attach as an enforceable lien on property located in the City as of January 1. Taxes are 
levied on October 1 and are due and payable on or before January 31 of the following year. Washington 
County Appraisal District’s office bills and collects the City’s property taxes. 

H. Restricted assets 

Amounts in governmental fonds which are legally identified for specific purposes cither by City 
ordinanee or contractual obligation are reflected as restricted assets, 

L Capital assets 

Capitel assets, which include property, plant, equipment and infrastructure assets (e.g., roads, bridges, 
and similar items), are reported in applicable governmental or business-like activities columns in the 
government-wide financial statements. The City defines capital assets as assets with an estimated useful 

life in excess of two years. Such assets are recorded at historical cost or estimated historical cost if 
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the time 
received. 

The cost of normal maintenance and repairs that do not add to the value of the asset or matetially extend 
asset lives are not capitalized, 

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

Assets Years 
Infrastructure 20-40 years 
Buildings & Improvements 20-40 years 
Machinery and equipment 10 years 
Vehicles 5 years 

J. Net Position/ Fund Balances 

Government-wide and proprietary fund net position is divided into three components: 

» Net investment in ocapital assets — consist of the historical cost of capital assets less 
accumulated depreciation and less any debt that remains outstanding that was used to 
finance those assets. 

19



City of Burton 
Notes to Basic Financial Statements 
For the Year Ending March 31, 2021 

SUMMARY OY SIGNIFICANT ACCOUNTING POLICIES - continued 

*  Restricted net position — consist of net position that are restricted by the City’s creditors, by 
the state enabling legislation, by grantors and by other contributors. 
Unrestricted net position — all other net position are reported in this category. 
‘When both restricted and unrestricted resources ate available for use it is the City’s policy 
to use restricted resources first, then unresiricted resources as they are needed. 

In thfa governmental fund financial statements, fund balances are classified as follows: 

= Non-spendable — Amounts that cannot be spent either because they are in a non-spendable 
form or because they are legally or contractually required to be maintained intact. 
Restricted — Amounts that can be spent only for specific purposes because of the City 
Charter, the City Code, state or federal laws, or externally imposed conditions by grantors 
or creditors. 
Cominitted ~ Amounts that can be used only for specific purposes determined by a formal 
action by City Council ordinance. 
Assigned — Amounts that are designated by the Mayor for a particular purpose but are not 
spendable until a budget ordinance is passed or there is a majority vote approval (for capital 
projects or debt service) by City Council. 

*  Unassigned — All amounts not included in other spendable classifications. 

‘When an expense is incurred that can be paid using either restricted or unrestricted resources, the City's 
policy is to first apply the expense toward restricted resources and then toward unrestricted resources. In 
governmental funds, the City's policy is to first apply the expenditure toward restricted fund balance and 
then to othe, less-restrictive olassifications—committed and then assigned fund balances before using 
unassigned fund balances. 

K. Interfund Activity 

Interfund transactions are treated as transfers. Transfers between governmental or between proprietary 
funds are netted as part of the reconciliation to the government-wide financial statements. 

L. Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 
(GAAP) in the United States of America requires management to make certain estimates and 
agsumptions that affect the reported amounts of assets and Habilities and disclosure of contingent assets 
and liabilities af the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. Actual results may differ from those estimates. 

M. Deferred Qutflows and Inflows of Resources 

The City complies with GASB Statsment No. 63, Financial Reporting of Defeired Outflows of 
Resources, Deferred inflows of resources and Net Position, which provides guidance for reporting the 
financial statement elements of deferted outflows of resources, which represent the consumption of the 
City’s net position that is applicable to a future reporting period, and deferred inflows of resources, 
which represent the City’s acquisition of net position applicable to 2 future reporting period. 
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City of Burton 
Notes to Basic Financial Statements 
For the Year Ending March 31, 2021 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

The City complies with GASB Statement No. 65, Ttems Previously Reported as Assets and Liabilities, 
which establishes accounting and financial reporting standards that reclassify, as deferred outflows of 
resources or deferred inflows of resources, certain items that were proviously reported as assets and 
labilities and recognizes, as outflows or resources or inflows of resources, certain items that were 
previously reported as assets and liabilities. 

N. Risk Management 

The City is exposed to various risks of losses related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuties to employees; and natural disasters. The City purchases its 
insurance from regular commercial companies. As of March 31, 2021, no claims or losses have been 
incurred that were not covered by insurance. Thete is no liability due to any claim or suit having ever 
been filed. 

O. Specific Deposit and Investment Risks 

GASB Statement No. 40 requites & determination as to whether the City was exposed to the following 
specific investment risks and certain related disclosures: 

Credit Risk. The risk that an issuer or other counterparty to an investment will not fulfill its obligations, 
The ratings of securities by nationally recognized rating agencies ave designed to give an indication of 
credit risk, At year-end, the City was not exposed to credit risk. 

Custodial Credit Risk. Custodial credit risk is the xisk that in the event of a banl failure, the City’s 
deposits may not be returned to it. Its deposits at yeat-end were fully covered by depository insurance or 
by pledged collateral held by the City’s agent bank in the City's name, Therefore, at year-end, the City 
‘was not exposed to custodial credit risk. 

Concentration of Credit Risk, The risk of loss attributed to the magpitude of a government’s investment 
in a single issuer. At year-end, the City was not exposed to concentration of credit risk. 

Interest Rate Risk. The risk that changes in interest rates will adversely affect the fair value of an 
investment, At year-end, the City was not exposed to interest rate risk. 

Foreign Currency Risk. The risk that exchange rates will adversely affect the fair value of an 
investment. At year-end, the City was not exposed to foreign currency risk. 

P. Pensions 

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows 
of resources related to pensions, and pension expense, information about the Fiduciary Net Position of 
the Texas Municipal Retirement System (TMRS) and additional 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 beneffi terms. Investments ave reported at fair value, 
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City of Burton 
Notes to Basic Financial Staternents 
For the Year Ending March 31, 2021 

CASH 

Deposits were with a contracted depository bank, Burton State Bank. As of year-end, deposits exceeded 
EDIC coverage and the City did have any pledged collateral (Category 3). At March 31, 2021, the 
carrying amount of the City’s deposits was $252,239 (General and Debt Service Fund) and $117,357 
(Proprietary) the bank balance was $253,252 (General and Debt Service Funds) and $140,641 
(Proprietary). 

‘The collateral pledged is represented by specific identifiable investment securities and classified as to 
credit risk by the three categories described below: 

Category 1- Insured by FDIC or collateralized with seourities held by the City or by its agent in its 
name. 

Category 2 - Uninsured but collateralized with securities held by the pledging financial institution's 
trust department or agent in the City’s name. 

Category 3 - Uncollateralized. 

Carrying Valoe  Bank Balance 
Category 1 $250,000 $250,000 

Category 2 - - 

Category 3 119,596 143,893 
$369,596 $393,893 

Restricted Cash, The City had received funds in the current and prior year which were restricted as 
listed below. The balances of the restricted assets at March 31, 2021, were as follows: 

Governmental Funds -Education $3,936 

~Municipal Court 5,717 

-Pavement 2,356 

-Security 282 
~Technology 3,774 

-Police & Road Repair 1,130 
-Seized Money 10,300 
Total $27,495 

Investment Policy. The funds of the City must be deposited and invested under the terms of a contract, 
contents of which are set out in the Depository Contract Law. The depository bank places approved 
pledged securities for safekeeping and trust with the City’s agent bank in an amount sufficient to protsct 
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 Deposxt Insurance 
Corporation (FDIC) insurance. 

The Public Funds Investment Act contains specific provisions in the areas of investment practices, 
managernent reports and establishment of approptiate policies. It requires the City to adopt, implement, 
and publicize an investment policy. The policy must address the following: (1) safety of principal and 
liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable risk level, (5) expected 
rates of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average 
dollar-weighted maturity allowed based on the stated maturity date for the portfolio, (8) investment staff 
quality and capabilities, (9) and bid solicitation preferences for certificates of deposit. Statues anthorize 
the City to invest in (1) obligations of the U.S. Treasuty, certain U.S. Agencies, and the State of Texas; 
(2) certificates of deposit, (3) certain municipal securities, (4) money market savings accounts, (5) 
repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed 
investment contracts, (10) and common trust funds. 
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City of Burton 
Notes to Basic Financial Statements 
For the Year Ending March 31, 2021 

CAPITAL ASSETS 

Balance Additions/  Retirements/ ~ Balance 

3/31/2020 _ Completions _Adjustments  3/31/2021 

Governmental Activities: 

Capital assets not being depreciated: 

Land and Improvement 46475 - - 46,475 

Total capital assets not being depreciated 46475 - - 46,475 

Capital assets, being depreciated 

Buildings 158,870 - - 158,870 

Parks 151,738 - 151,738 
Vehicles 24,976 - (24,976) - 
Furnitures and Fixtures 55461 55,461 

Total capital assets being depreciated 391,045 - (24976) . 366,069 

Less accumulated depreciation fort 

Buildings (30451) 3971 - (34,422) 
Parks (91430 (6,106) - (97,536) 
Vehicles (5,620) (833) 6453 - 
Furnitures and Fixtures (55461) - - (55461) 

Total acoumulated depreciation (182,962) (10910) 6453 {187419) 

Total capital assets, being depreciated, net 208,083 (10910) (18,523) 178,650 

Governmental activities capital assets, net 254,558 (10,910) (18,523) 225,125 

Business-type detivities: 

Capital assets not being depreciated: 

Land 6,300 - - 6,800 
Total capital assets not being depreciated 6,800 - - 6,800 

Capital assets, being depreciated 

Equipment 5,530 - - 5,530 
‘Water and sewer systems 1,678,018 38,550 - 1,716,568 

Total capital assets being depreciated 1,683,548 38,550 - 1,722,098 

Less accumulated depreciation for: 

Equipment (5,530) - - (3,530) 

‘Water and sewer systems (1,002,866) (42,593) - (1,045,459) 

Total accumulated depreciation (1,008,396) (42,593) - (1,050,989) 

Total capital assets, being depreciated, net 675,152 (4.043) - 671,109 

Business activities capital assets, net 681,952 (4,043) - 677,509 

Total Activities: 
Tota] capital assets not being deprociated 53275 - - 53275 

Total capital assets being depreciated 2,074,593 38,550 (24,976) 2,088,167 

Total capital assets (prior to depreciation) 2,127,868 38,550 (24.976) 2,141,442 

Total accumulated depreciation (1,191,358) (53,503) 6453 (1,238408) 
Total capital assets, being depreciated, net 883235 (14,953) (18,523) 849,759 

All Activities capital assets, net 936,510 {14,953) (18,523) 903,034 

Total depreciation for the year was $10,910 for administration of the govetnmental activities and 

$42,593 was charged to the water and wastewater business-type activities. 
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For the Year Ending March 31,2021 

PENSION PLAN 

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

In the prior year, the City elected to no longer participate in the pension plan for current or future 
employess. The existing pension liability will continue to be funded by future actuarial valuations. 

The amount included in payroll expenditures is $2,559. 

MANAGEMENT EVALUATIN 

Management has evaluated subsequent events through the date of this report, the date of which the 
financial statements were available to be issued. 

SUBSEQUENT EVENT 

The Coronavirus (COVID-19) pandemic impacted the nation, leading to consumer uncertainties and 
financial setbacks for many businesses and individuals, COVID-19 may have a continued material 
adverse impact on economic and market conditions, triggering a petiod of global economic slowdown. 
Management continues to monitor and evaluate the continually evolving environment associated with 
the virus. While it is not possible at this time to estimate the impact that COVID-19 will have on the 
District’s operations, the pandemic could adversely affect the District’s financial position and activities. 
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City of Burton 
Budgetary Comparison Schedule 

General Fund 
Tor the Year Ended Muzeh 31, 2021 

Budgeted Amounts Aetnal Variance with 
Original Final Amounts Hinal Budgret 

Revenues 
Taxes; 

Sales taxes $ 89,814 $ 89,814 $ 88,877 $ 937) 
Mixed beverage taxes 1,846 1,846 2,709 863 
Franchise taxes 604 604 10,671 10,067 
Proparty taxes 24,440 24,440 27,549 3,100 

‘Fines and fees 54,650 54,650 2,997 (51,653) 
Contribution revenues - - 2,600 2,600 
Miscellaneans 4,167 4,167 13,383 9,216 
Tnvestment income: 258 258 239 19) 

‘Total Revenues 175,779 175,779 149,025 (26,754) 

Expenditures 
Advyertising 41 47 641 (594) 
Automobile 8,500 8,500 - 8,500 
Colleation agency cxpense 1,130 1,130 1,134 @) 
Dues and subsctiptions 6,803 6,893 3,836 3,057 
BMS expense 530 530 803 (363) 
Equipment Reatal 2,088 2,088 1914 174 
Insurance 3,358 3,358 1,885 1473 
Mayor and council expense 300 300 - 300 
Payroll and benofits 72,104 72,104 29,366 42,738 
Police cquipment and canine expenso 1,800 1,800 1,058 742 
Professional Fees 18435 18,435 14,746 3,689 
Repairs and maintenance 7,330 7,330 11,420 (4,090) 
Securily expense 300 300 1,550 (1,250) 
State criminal costs and fees 19,999 19,999 4834 19,515 
Street lights and repairs 8,350 8,350 64,771 (56,421) 
Supplis 3,120 3,120 2,419 701 
Texc colleation fees 4,945 4,945 4,95 (45) 
Telephone and communications 4,584 4,584 31 1473 
Utilitios 2,200 2,200 2,983 (783) 
Miscellancous 2210 2,210 146 2,064 
Debt sorvice: 
Principal 6,714 6,714 - 6,714 
Interest 842 842 - 842 

‘Total Bxpenditares 175,779 115,779 147,347 28,432 

Lioess of revenues over expenditures - - 1,678 1,678 

Other Finnneing Sources/(Uses) 
Proceeds from tho sale of assets - - 29,000 29,000 
Total other financing sources/(uses) - - 29,000 29,000 

Net change in Fund Batance - - 30,678 30,678 

Tund Balance - Beginning 131880 

Fond Balance - Ending $ 162,558 
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Revenues 

Charges for services 

Interest revenues 
Total Revenues 

Expenditures 

Insurance 

Supplies 

Utilities 

Repairs and maintenance 

Garbage and collection costs 

Fees and permits 

Testing 

Contrat fabor 
Professional services 
Miscellaneous 
Depreciation 

Total expenditures 

Operating Income 

Net change in fund balance 

Beginning Fund Balance (restated) 

Ending Fund Balance 

City of Burton 

Budgetary Comparison Schedule 

‘Water and Sewer Fund 

For the Year Ended March 31, 2021 

Budgeted Amounts ’ Actual Variance with 
Original Tinal Amounts Final Budget , 

$ 195,770 $ 195,770 § 213,817 $ 18,047 
40 40 115 75 

195,810 195,810 213,932 18,122 

2,605 2,605 2,641 (36) 
1,980 1,980 10,318 (8,338) 

17,200 17,200 17,849 (649) 
79,324 79,324 45,267 34,057 
38,004 38,004 38,328 (324) 

- - 1,765 (1,765) 
4,080 4,080 5,024 (944) 

48,000 48,000 57,739 (9,739) 
- - 453 (452) 

4,617 4,617 4,502 115 
- - 42,593 (42,593) 

195,810 195,810 226,478 (30,668) 

- - (12,546) (12,546) 

- - (12,546) (12,546) 

820,135 

$ 807,589 
—— 
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