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March 19, 2020

Honorable Mayor,

Members of the City Council
and Citizens

City of Corinth, Texas

The City Manager and the Finance Division of the City of Corinth are pleased to submit the Comprehensive
Annual Financial Report of the City of Corinth for the fiscal year ended September 30, 2019. The purpose of
this report is to provide the council, staff, the citizens of Corinth and other interested parties with detailed
information reflecting the City’s financial condition.

This report satisfies §103.001 of the Texas Local Government Code and was conducted in accordance with
Section 9.12 of the City Charter. The Comprehensive Annual Financial Report (CAFR) consists of
management's representations concerning the finances of the City. Consequently, management assumes full
responsibility for the completeness and reliability of all of the information presented in this report. To provide a
reasonable basis for making these representations, management of the City has established a comprehensive
internal control framework that is designed both to protect the City’s assets from loss, theft, or misuse and to
compile sufficient reliable information for the preparation of the City’s financial statements in conformity with
Generally Accepted Accounting Principles (GAAP). The cost of internal controls should not outweigh their
benefits, the City’s 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 CAFR is organized into three sections: Introductory, Financial and Statistical. The Introductory section includes
this transmittal letter, the City’s organization chart, and a list of principal officials. The Financial section includes the
auditors’ report, Management’'s Discussion and Analysis (MD&A), basic financial statements, required
supplementary information, combining and individual fund financial statements and other supplemental information.
The Statistical section includes selected financial and demographic information, generally presented on a multi-year
basis. The information is presented in table format to assist the reader with a comparative analysis.

Management’s Discussion and Analysis (MD&A) provides a narrative introduction, overview, and analysis of the
basic financial statements. This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The City of Corinth’s MD&A can be found immediately following the report of the independent
auditors.



INDEPENDENT AUDIT

The City of Corinth’s financial statements have been audited by Eide Bailly, LLP, a firm of licensed certified public
accountants. The goal of the independent auditor is to provide reasonable assurance that the financial statements
of the City of Corinth, for the fiscal year ended September 30, 2019, are free from 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 unqualified opinion that the City of Corinth’s financial
statements for the fiscal year ending September 30, 2019, are fairly presented in conformity with GAAP. The
independent auditors’ report is presented as the first component in the financial section of this annual report.

PROFILE OF THE GOVERNMENT

The City of Corinth, which was incorporated in September 19, 1960, is located in the north central portion of Texas.
This area of the state has proven to be one of the top growth areas in Texas and the United States. The City currently
occupies a land area of 7.8 square miles. The City is empowered to levy a property tax on real property and certain
personal property located within its boundaries. Corinth has operated under the council-manager form of
government since May 6, 1999. This has become a popular form of government throughout the State of Texas.
Policy-making and legislative authority are vested in the City Council consisting of the mayor and five other
members. The City Council’s primary responsibilities include passing ordinances, adopting the budget, appointing
boards and committees, and hiring both the City Manager and City Attorney. The City Manager is responsible for
carrying out the policies and ordinances of the City Council, overseeing the day-to-day operations of the
government, and for appointing the heads of the various City departments. The City Council is elected on a non-
partisan, at-large basis. Council members serve two-year staggered terms, with three members elected on one of
the two-year rotations, and the Mayor and two remaining members elected on the other two-year rotation.

The City of Corinth provides a full range of municipal services including general government, public safety
(police, animal control, fire, and EMS), streets, parks and recreation, planning and zoning, code enforcement,
and water/wastewater and drainage utilities. Water/wastewater and drainage services are provided through
the public works department, which functions, in essence, as a department of the City and, therefore, has been
included as an integral part of the City’s financial statements.

The City is focused on regional delivery of services by providing fire and EMS services to the Cities of Lake
Dallas, Hickory Creek, and Shady Shores; and police services to the City of Shady Shores. Corinth contracts
with Lake Dallas to receive animal shelter services. Jail services and public safety dispatch services are
provided by Denton County through an interlocal contract. The City also contracts with the City of Flower
Mound for holding cell access related to class ¢ misdemeanors.

LOCAL ECONOMY

Corinth’s location, straddling the I35E corridor in Denton County, is ideal for both businesses and residents
many of whom commute north to Denton or south to Lewisville or Dallas. Corinth maintains a small-town feel
while having the advantages of nearby metro areas.

The city’s estimated population for 2019 is 21,819. This estimate is based on current trends from the Corinth
Economic Development Department.

The City of Corinth, as well as, the State of Texas, experienced economic growth compared to prior years.
The overall Texas economy is still considered healthier than most of the country. Figures from the Texas
Workforce Commission indicate a local unemployment rate (Denton County) of 3.0%. For the same period,
Dallas County’s unemployment rate was 3.1%, the overall state of Texas rate was 3.4% and the nation’s rate
was 3.5%.



Corinth continues to rely heavily on property tax to support its continuing operations, with the City being
approximately 85% residential. Certified property values increased 10.06% for the 2019 tax year over the
2018 certified value.

Sales Tax Revenue, the second largest revenue source for the City’s General Fund, increased by $60,069 or
3% over the prior year’s receipts. For fiscal year 2019-20, sales tax revenue is projected to increase to $1.6
million. Primarily a residential community, Corinth relies on sales tax paid on utilities. All sales tax collections
are reported by the Texas Comptroller of Public Accounts. The City is continuing to work to increase its sales
tax base with the Corinth Economic Development Corporation, which receives the proceeds from a ¥ cent
sales tax enacted in 2003. Corinth is currently focused on encouraging commercial development and providing
the infrastructure required to support it. With the Interstate 35 expansion and growth in the DFW area, Corinth
continues to draw interest from apartment, restaurant and commercial developers. The City secured legislation
to permit a sales tax election in order to partially fund the fire department through a Fire Control, Prevention
and Emergency Services District. It is the City’s intent to hold an election in May 2020 to shift 1/2 cent sales
tax from the Street Maintenance Sales Tax to the fire district.

MAJOR INITIATIVES

The City’s Strategic Plan, Envision Corinth 2030, is an all-encompassing systematic approach that permits the
current future Councils the ability to best allocate the resources entrusted by the citizens. The plan is set to
guide the City in determining where to focus the efforts of the City and form the basis of the annual budgeting
process. Additionally, the plan provides the ability to prioritize the actions that have to be taken in order to
meet the overall goals that the City needs to fulfill in order to generate the results that the residents of Corinth
expect and deserve.

Cybersecurity has become a major concern and priority. The City recently completed a cybersecurity
evaluation to ensure that the proper controls are in place. Staff is currently working on an implementation plan
with anticipated completion of December 2020. There were two bills passed this legislative session related
to Cybersecurity: HB 3834 — Cybersecurity Training and SB 64 — Cybersecurity events as a disaster and the
establishment of an Information Sharing and Analysis Organization (ISAL). As a result of the new legislation,
an employee training program was implemented based on requirements emanating from the Texas
Department of Information Resources and will be completed by the mandated June 14, 2020.

The City Council adopted an ordinance creating a Tax Increment Reinvestment Zone (TIRZ) in September
2019. The project plan is based on land use recommendations by Paris Rutherford (Catalyst Development)
and council policy direction. The financial plan (designed by David Pettit Economic Development, LLC) is
anticipated to be developed and adopted in the first quarter of the fiscal year. The TIRZ is intended to fund
the following primary infrastructure projects:

DCTA rail stop

Walton Drive realignment

North Corinth Street realignment
Construction of NCTC Boulevard
Construction of a portion of Lion Boulevard
Quail Run Drive realignment

Tower Ridge extension

Garrison Street reconstruction

Main Street construction

Riverview Drive reconstruction

Pavilion and park open space

Elevated water storage tank and associated water lines
Long Lake wastewater sewer service

VVVVVVYVVVVYVYYVYY

Irving-based Realty Capital Management, LLC, announced a proposed 20-acre mixed-use development
project at the Southwest corner of Corinth Pkwy and I-35E. Concept plans for the proposed project include a
mix of restaurants, a hotel, high-end multi-family residences, and a trail system that ties into the trail network


https://458rl1jp.r.us-east-1.awstrack.me/L0/https:%2F%2Fwww.tagitm.org%2Flink.asp%3Fe=technologyservices@cityofcorinth.com%26job=3822075%26ymlink=438937274%26finalurl=https%253A%252F%252Fcapitol%252Etexas%252Egov%252FBillLookup%252FHistory%252Easpx%253FLegSess%253D86R%2526Bill%253DHB3834/1/0100016c25a825e0-05a48ce6-812c-454e-bbf0-7a0cb0989e7a-000000/KN3mGFb3SlWcT8W6RJD6j255lvg=120
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https://458rl1jp.r.us-east-1.awstrack.me/L0/https:%2F%2Fwww.tagitm.org%2Flink.asp%3Fe=technologyservices@cityofcorinth.com%26job=3822075%26ymlink=438937274%26finalurl=https%253A%252F%252Fcapitol%252Etexas%252Egov%252FBillLookup%252FHistory%252Easpx%253FLegSess%253D86R%2526Bill%253DSB64/1/0100016c25a825e0-05a48ce6-812c-454e-bbf0-7a0cb0989e7a-000000/cowjhObNUUj0fNE5XhPHq7xVewM=120

around Corinth. The plan will give area residents the opportunity to live in and visit a walkable community with
public amenities and entertainment options that are not available today.

Fire services are provided through a contract with the three cities in the Lake Cities area — Hickory Creek, Lake
Dallas, and Shady Shores, signed in September 2016. The City secured legislation to permit a sales tax
election in order to partially fund the fire department. It is the City’s intent to hold an election in May 2020 to
shift 1/4 cent sales tax from the Street Maintenance Sales Tax to the fire service. Fire services are currently
being provided to the Lake Cities based on a contract signed in September 2016 and is set to renewed in July
2020, effective October 1, 2021. Key factors of the contract renewal include opening of fire house #3 in early
2019 and the expansion of the staff through the SAFER grant (nine firefighters). The SAFER grant is a three-
year commitment to employ the firefighters ending on January 7, 2022 or just over three months beyond the
current fire contract. This absorption of the SAFER grant positions is challenging following the legislative
session and the adoption of SB 2 and its property tax revenue cap of 3.5%. The reduction of SAFER grant
funding (revenues) of personnel costs from 75% the first two years to 35% the third year to 0% at the end of
the grant period must be addressed by reserving fire personnel funding this year. Further, SB 2 restricts the
City from reducing expenditures for Public Safety in the 2020-2021 budget from the 2019-2020 budget levels.

The Comprehensive Plan is one of the most important plans or tools used by municipalities. The “Plan” is the
guide or roadmap in which all zoning and land use decisions are based. The Comprehensive Plan is a product
of the community’s vision and establishes the priorities and goals for future growth and development that
determines the pattern of land use, the transportation network, parks and trails, and public facilities. Although,
it is recommended that the Comprehensive Plan be updated every five years, Corinth’s Comprehensive Plan
was last updated in 2010. According to Oxford Economics Forecast, Denton County will continue to lead as
the top six U.S. counties in Texas for economic growth from 2017 to 2021. Corinth’s proximity, immediately
adjacent to the City of Denton on the south along the 1-35 corridor, and available vacant land along either side
of I-35, in Denton County, makes it one of the fastest growing counties in Texas, is rapidly becoming “the place
to be” in this area. Now that the reconstruction of 1-35 is completed, Corinth is well poised for regional and
commercial development along this corridor that serves as a gateway along 1-35, as far north as Oklahoma.
Developers are currently targeting Corinth for development opportunities; with eight square miles, and vacant
land along the critical 1-35 corridor, the city must be ready. The Comprehensive Plan and Parks Master Plan
update, and adoption will help to ensure that Corinth develops as a premier planned community in the
Metroplex - one that reflects the desires of the Council, Commission and the residents in which we serve. The
Comprehensive Plan and Parks Master Plan is scheduled to be adopted in April 2020.

Corinth also patrticipated in the pre-beta review of the Climate Ready Communities program through the Geos
Institute. As the intensity and frequency of hurricanes, floods, droughts, wildfires, heat waves, and other
climate-driven disturbances increase, local leaders around the country are realizing they need to build
resilience to protect their communities. But many community leaders do not know where to start and they do
not have funding to hire a high-priced consultant. The pre-beta review helps local leaders build and integrate
climate resilience in their communities into community planning processes. The City anticipates completing
the climate resiliency report in mid-2020.

In late 2018, Corinth became a LEED Certified City. LEED for Cities is a program from the U.S. Green Building
Council (USGBC) that advances healthy, green and economically strong cities and communities. LEED helps
cities and communities benchmark current performance, track performance metrics, communicate continuous
improvement, educate residents, visitors and business owners to demonstrate commitment to sustainability,
human health and economic prosperity. As a result, local governments are becoming laboratories of innovation
and leadership, and have an enormous opportunity to initiate a dynamic dialogue with citizens — and earn their
trust in the process.

Infrastructure is inextricably linked to the economic, social and environmental advancement of a community.
In 2019, Corinth developed an Asset Management Plan (AMP) of the following asset classes: road system,
bridges & culverts, buildings, storm water system, water system, wastewater system, machinery & equipment
and vehicles. The asset classes analyzed in the plan had a valuation of over $618 million, of which the water
system comprised of 35%. Strategic asset management is critical in extracting the highest total value from
public assets at the lowest lifecycle cost. The AMP created a detail plan of the state of infrastructure and
provided asset management and financial strategies designed to develop an advanced asset management



program and mitigate long-term funding gaps. The AMP will need to be incorporated into the Capital
Improvement Plan during the spring to guide future development.

Transportation priorities include the alignment of Lake Sharon Boulevard and Dobbs Road with access under
I-35 is needed for economic development opportunities and to improve traffic flow within Corinth and the region.
While the bridge is included in TXDOT'’s Phase Il Improvements to I-35, the City needs to align the two
connecting roads and secure the necessary Right-of-Way to connect to the underpass, thereby completing the
Corinth Parkway Loop. Denton County and TXDOT are supportive of the effort to accelerate the I-35 crossing
it is incumbent for the city to initiate the development during this fiscal year. Additionally, Quail Run Drive will
need to be realigned in order to provide a 90 degree intersection and avoid conflict with the proposed on-ramp.

As the Dobbs Road alignment is secured, the City will need to secure a site for construction of an elevated
water storage tank. Staff is working with CoServ to secure an elevated water storage tank site and the
accompanying water line easements. Funding for the water system improvement will be provided within a
$10 million debt issue and the use of unallocated impact fees. Council approved an increase of utility rates in
March 2018. However, a full rate cycle is recommended to view the impact of the rate signals. A cost review
between the water and wastewater components is underway in anticipation of Council review of the rates in
April 2020.

Lynchburg Creek is a significant drainage feature in Corinth that feeds into Lake Lewisville. Much of the area
is undeveloped. With the remapping of the floodplain, there will be impacts to property owners and
homeowners at various points along Lynchburg Creek. A flood study by Jones Carter Engineering firm
identified solutions with the intended strategy to seek grant funding to mitigate any flood impact.

The City was awarded the Outstanding Public Drinking Water Safety Award by the Texas Commission on
Environmental Quality. This award recognizes overall excellence in all aspects of operating a public water
system. To be recognized, the city must go above and beyond the minimum standards in protecting public
health and ensuring reliable operation.

The City was the recipient of a TAMI Award for its Communication Strategic Plan from the Texas Association
of Municipal Information Officers (TAMIO). TAMIO, an affiliate of the Texas Municipal League, recognizes
outstanding communications by municipalities each year on various categories from marketing, special events,
media relations, and websites. The Communications staff received the highest award for Communications
Planning. The City Council adopted the Communication Strategic Plan in January 2019. It was created to
better serve, inform, and engage the residents of Corinth through transparency & accountability, distribution
of timely & accurate information, public engagement and developing a community identity promoting the
community’s unique characteristics.

The Corinth Police Department was awarded the “Re-Recognized” designation from the Texas Police Chiefs
Association (TPCA) following an internal review that measured its level of adherence to a comprehensive list
of best practices, once again joining a select list of law enforcement agencies in the state. Corinth was the
38th agency in the state to be recognized initially and now over 200 police departments have been recognized
across the State of Texas since the program’s inception. The Police Department first became a recognized
Agency in 2011, and was re-recognized in 2015 and now again for 2019.

LONG TERM FINANCIAL PLAN

The FY 2018-2019 budget was developed in context of long-term financial plans. The plans anticipate funding
needs and available revenues and forecast methods for matching future revenue and expenses. Plans have
been developed for all the City’s major operating funds. Each plan presents the fund over seven fiscal years:
two previous years, the adopted “base year” budget and four projected years. There are several benefits to
these plans. First, the plans give future Councils a valuable perspective when considering budgets within each
plan’s five-year horizon. Second, the plans impart a measure of discipline on staff. The General fund long-term
plan assumes that for fiscal years 2019-2022 the City’s property tax, sales tax, and all other revenues during
the planning horizon will remain constant with conservative growth from 0% - 3%.



The City of Corinth continues its focus on maintaining or increasing reserve balances for emergencies to
provide stability and flexibility for the organization. The reserve requirement was established at a level of 20%
of budgeted expenditures for the General Fund and 25% of budgeted expenditures for both the
Water/Wastewater and the Storm Drainage Fund. For fiscal year ended September 30, 2019 the General
Fund’s unassigned fund balance is $4,929,660 or 27% of annual budgeted expenditures. The unrestricted fund
balance for the Water/Wastewater Fund is $4,176,715 or 32% of annual budgeted expenditures and the
unrestricted fund balance for the Storm Drainage Fund is $1,294,629 or 122% of budgeted expenditures for
the fiscal year ended September 30, 2019.

As a result of the recent national economic recession, bond rating agencies have increased their scrutiny on
the financial stability of local governments. In February 2019, Standard & Poor’s Rating Services affirmed its
“AA” rating on the City’s general obligation debt. The rating agency attributed their opinion to various factors
surrounding the city’s financial stability, growth and financial policies and practices.

BUDGETARY CONTROLS

The annual budget serves as the foundation for the City’s financial planning and control. The budget is
prepared by the City Manager and adopted by the City Council in accordance with policies and procedures
established by State law, City Charter, and Council Ordinances. All departments of the City of Corinth are
required to submit requests for appropriation to the City Manager based on a budget calendar issued annually.
The City Manager uses these requests as the starting point for developing the proposed budget. The proposed
budget is then presented to the City Council for review prior to approval and adoption. The City Council is
required to hold public hearings on the proposed budget and to adopt a final budget no later than September
30, the close of the City’s fiscal year. The appropriated budget is prepared by fund, department (i.e., Public
Works) and division (i.e., Parks & Recreation). Department Directors may make transfers of appropriations
between divisions within a department. All transfers of appropriations between departments require the
approval of the City Manager. Any changes to appropriations or transfers between funds require City Council
approval. Budgetary comparison schedules are provided in this report in the required supplemental information
subsection for the General Fund, and in the supplemental information subsection for other funds with legally
adopted annual budgets.

CASH MANAGEMENT POLICIES AND PRACTICES

Funds of the City are invested in accordance with all applicable Texas statutes, the City’s Investment Policy
and any other approved, written administrative procedures. The five objectives of the City’s investment
activities, in order of priority, are as follows: Safety — Preservation and Safety of Principal, Liquidity,
Diversification, Market Rate-of-Return (Yield) and Public Trust.

The Investment Policy is updated, reviewed and approved annually. The purpose of the Investment Policy is
to set forth specific investment strategy guidelines for the City, in order to safeguard assets with a minimal
amount of risk, while maintaining the necessary level of liquidity and maximizing the yield on investments.
Accordingly, all of the City’s deposits are either insured by the Federal Deposit Insurance Corporation (FDIC)
or are collateralized by governmental securities. The maturities of the investments range from 30 days to 36
months, with an average maturity of approximately 146 days. On September 30, 2019, the annualized yield on
investments was 2.116%, compared to 1.38% for the same period in 2018. Funds available for investment at
September 30, 2019 were $42.2 million, which is an increase of $18.9 million from 2018. The net increase in
portfolio balance is primarily due to the bond sale of $20 million in April for capital expenditures including
additions, extension and improvements to the City’s waterworks, sewer system and drainage improvements.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence
in Financial Reporting to the City of Corinth for its Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended September 30, 2018. This was the tenth consecutive year that the City received this
prestigious award. In order to be awarded a Certificate of Achievement, the City published an easily readable
and efficiently organized CAFR. This report satisfied both GAAP and applicable legal requirements.



A Certificate of Achievement is valid for a period of only one year. We believe that our current CAFR continues
to meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to
determine its eligibility for another certificate.

In addition, the City also received the GFOA's Distinguished Budget Presentation Award for its annual budget
document dated October 1, 2018. In order to qualify for the Distinguished Budget Presentation Award, the
City’s budget document must be proficient in several categories; including serving as a policy document, a
financial plan, an operations guide, and a communications device.

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 for the assistance provided
by our auditors, Eide Bailly, LLP. Credit must also be given to the Mayor and City Council for their unfailing
support in maintaining the highest standards of professionalism in the management of the City of Corinth and
its finances.

Respectfully Submitted,

2 oz Bl Bunslh

Bob Hart Lee Ann Bunselmeyer
City Manager Director of Finance, Commumcatlon & Strategic
Services
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CPAs & BUSINESS ADVISORS

Independent Auditor’s Report

To the Mayor and
Members of the City Council
City of Corinth, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Corinth, Texas (the City) as of and for the year ended September 30, 2019, and
the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City of
Corinth, Texas as of September 30, 2019, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

What inspires you, inspires us. | eidebailly.com
400 Pine St., Ste. 600 | Abilene, TX 79601-5190 | T325.672.4000 | TF 800.588.2525 | F 325.672.7049 | EOE



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplemental 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements taken as a whole.
The introductory section, combining and individual nonmajor fund financial statements and schedules, and
statistical section are presented for purposes of additional analysis and are not a required part of the
financial statements.

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

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 28,
2020 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, 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 the City’s 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.

éf;«/ﬁdgu%’

Abilene, Texas
February 28, 2020
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CITY OF CORINTH, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2019

As management of the City of Corinth, (the “City”) we offer readers of the City’s financial statements this narrative overview
and analysis of the financial activities of the City for the fiscal year ended September 30, 2019. The Management's
Discussion and Analysis is designed to assist the reader in focusing on significant financial issues, to provide an overview
of the City ‘s financial activity, to identify changes in the City’s financial position and to identify any material deviations from
the financial plan. We encourage readers to consider the information presented here in conjunction with the accompanying
Letter of Transmittal and the basic financial statements.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the City exceeded its liabilites and deferred inflows of
resources at the close of the most recent fiscal year by $71,259,174.

e Total net position increased $542,843 from the prior year.

e As of the close of the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$25,111,221, an increase of $11,034,108 in comparison with the prior year. This net increase is primarily due to the
bond sale of $20 million and expenditures associated with the construction of capital projects. Of the combined
ending balances, $4,929,660 or 20% is available for spending within the City’s guidelines (unassigned fund
balance).

e The City’s unassigned fund balance for the general fund was $4,929,660 or 30% of total general fund expenditures.

e Long term liabilities increased to $65,072,124 during fiscal year 2019. The increase is due to a bond sale of
$19,205,000.

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

The basic financial statements include two types of statements that  Required Components of the City’s

present different views of the City: Annual Financial Report
e The first two statements are government-wide financial statements that 1 = - -
provide both long-term and short-term information about the City’s |, r's Basic Required
overall financial status. Désenssion Financial Supplementary
and Statements Information

e The remaining statements are fund financial statements that focus on |#a4«
individual parts of the City reporting operations in more detail than the
government-wide statements.

e The governmental funds statements tell how general governmental .
services were financed in the short term, as well as, what remains for I
future spending.

Gover.nmen't-Wide Fund Yotes
e Proprietary fund statements offer short and long-term financial otomont oot ;”4"',
information about the activities the government operates like a St

business.

e Fiduciary fund statements provide information about the financial

relationships in which the City acts solely as a trustee or agent for the Summary <::> Detail
benefit of others to whom the resources in question belong.
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CITY OF CORINTH, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2019

Figure 1 summarizes the major features of the City’s financial statements, including the portion of the City government
they cover and the types of information they contain. The remainder of this overview section of Management’s
Discussion and Analysis explains the structure and contents of each of the statements.

Government-wide financial 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 presents information on all of the City of Corinth’s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources with the net difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City of Corinth is improving
or deteriorating.

The statement of activities presents information showing how the government's net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items
that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both government-wide financial statements distinguish functions of the City that are principally supported by taxes and
intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a significant
portion of their costs through user fees and charges (business-type activities). The governmental activities of the City
include public safety, fire services, community services, planning and community development, public works, city
administration, finance and administrative services and debt service. The business-type activities are the water and
wastewater utility fund, which includes contracted garbage collection services, and the storm water utility fund.

The government-wide financial statements include not only the City itself (known as the primary government), but also a

legally separate

Economic Development Fgure 1. Major Feature of the City's Government-wide and Fund Financial Statements
Corporation . as . a Fund Statements

component unit for which Type of Statements ~ Government-wide Governmental Proprietary Funds Fduciary Funds

the City is financially
accountable. Financial

Activities the City operates

Entire Ci t Th tiviti fthe Ci L .
ntire City's governmen e activities of the City similar to private

Instances in which the City

: - ; Scope (except fiduciary funds) and that are not proprietary or businesses or self is the trustee or agent for
information for this the City's component units fiduciary insurance funds someone else's resources
component unit IS -
.S f " .Bal h .5 i " + Statement of fiduciary net
reported separately from tatement of net position alance sheet tatement of net position position
the financial information Required financial + Statementof revenues,  * Statement of revenues, )
. . ) . ) .+ Statement of changes in
presented for the primary statements + Statement of activities expenditures & changes in expenditures & changesin _ =~ .
. fiduciary net position
fund balance fund net position

government itself. - Statement of cash flows

Modified accrual

. Accrual accounting and Accrual accounting and
accounting and current

economic resources focus economic resources focus

h . Accounting basis and  Accrual accounting and
The govemment'WIde measurementfocus  economic resources focus .
financial statements can financial resources focus

be found starting on page Onlyassets expected to be Al assets and liabiliies,

All assets and liabilities,  used up and liabilities that All assets and liabilities,

24 of this report. Type of gsserlllablllty both financial and capital, come due during the year both financial and capital, both financial and capital,
information short-term and long-term;
short-term and long-term  or soon thereafter; no short-term and long-term ) .
. . . ) may contain capital assets
Fund financial capital assets included

Revenues for which cash

statements. A fund is a . .
is received or soon after

grouping of related All revenue and expenses the end of the year; All revenue and expenses Al revenue and expenses
accounts that is used t0  Type ofinflowloutfiow during year, regardiess of ~expenditures when goods ~ during year, regardless of during year, regardless of
maintain  control over information when cash is received or  or seniices have been when cash is received or  when cash is received or
resources that have been paid received and paymentis  paid paid

due during the year or

segregated for specific soon thereafier.

activities or objectives.
The City of Corinth, like other state and local governments, uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. All the funds of the City can be divided into two categories: governmental funds
and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
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CITY OF CORINTH, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2019

statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources,
as well as, on balances of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financing decisions. Both the governmental fund balance sheet
and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City of Corinth reports twenty-three individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes
in fund balances for the General Fund and Debt Service Fund, which are considered to be major funds. Data from
the non-major governmental funds are combined into a single aggregated presentation. Fund data for the non-
major governmental funds is provided in the form of combining statements elsewhere in this report.

The City of Corinth adopts an annual appropriated budget for its general fund. A budgetary comparison statement
has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 28-34 of this report.

Proprietary funds. The City of Corinth maintains one type of proprietary fund. Enterprise funds are used to report
the same functions presented as business-type activities in the government-wide financial statements. The City of
Corinth uses two enterprise funds to account for its water and wastewater operations and for its storm water utility.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for the Water and Wastewater Fund
and the Storm Water Fund, both of which are considered to be major funds of the City.

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 notes to the financial statements can be
found starting on page 42 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In the case
of the City, assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by
$71,259,174 at the close of the most recent fiscal year.

By far the largest portion of the City of Corinth’s net position ($58,008,805 or 81%) reflects its investment in capital
assets (i.e., land, buildings, and infrastructure), less any related debt used to acquire those assets that is still
outstanding. The City of Corinth uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the City of Corinth’s investment in capital assets is reported
net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

A portion of the City’s net position ($4,194,090 or 6%) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net position ($9,056,279 or 13%)
may be used to meet the City’s ongoing obligations to citizens and creditors. The City currently has $43,764,296
available in cash and investments that may be used to meet the City’'s ongoing obligations to citizens and
creditors. At the end of the current fiscal year the City of Corinth reported positive balances in the government-
wide as a whole and the business-type activities.
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City of Corinth’s Changes in Fund Balance. The City’'s governmental funds increased fund balance by
$11,034,108. The increase can be attributed to the sale of bonds in 2019. Net position, as part of the government-
wide reports, is reported on a full-accrual basis. The reconciliation between the overall increase to governmental fund
balances and the $838,602 net decrease to governmental activities net position illustrates the differences in reporting
between the modified accrual basis used in the funds and full-accrual used at the government-wide level.

The following are the most significant factors in the reconciliation:

e Capital outlays are shown as expenditures in the fund financials statements, but they are shown as increases
in capital assets in government-wide statements.

e Repayment of bond principal and capital leases are an expenditure in the governmental funds but not an
expense in the statement of activities.

e Bond proceeds are reported as current resources in the funds but are not reported as revenue in the statement
of activities.

e Depreciation of capital assets is not reported in the funds.

e Donations/developer contributions do not constitute revenue in the funds but are reported as an increase to
the net position.

Exhibit A-6 on page 34 provides a detailed reconciliation between the statement of activities and the statement
of revenues, expenditures and changes in fund balances of governmental funds.

Governmental Activities. Public safety, community services, public works, and planning and community
development account for 79% of the expenses for the governmental activities. City administration, finance and
administrative services and interest on long-term debt account for the remaining 21% of total expenses. These expenses
were funded by revenues collected from a variety of sources. Property taxes produced $11,514,505 or 50%, Charges
for services accounted for $5,994,577 or 26%, Sales tax received was $2,463,471 or 11%, Franchise taxes provided
$1,083,553 or 5%, capital grants and contributions provided $370,016 or 2% and operating grants and contributions
provided $810,401 or 4% for the governmental activities. The remaining 2% of revenue is made up of hotel occupancy
tax, transfers, investment interest, other miscellaneous revenue and transfers. Figure 2 provides a graphic
representation of the City’s expenses and any directly related revenues by source.
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Figure 2: Program Revenues v. Expenses
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TABLEI
Governmental Activities Business-type Activities Total
2019 2018 2019 2018 2019 2018

ASSETS
Current and Other Assets $ 29,613,781 $ 18,145,786 $ 20,483,323 $ 11,646,171 $ 50,097,104 $ 29,791,957
Capital assets 57,036,567 57,879,132 32,002,819 31,233,795 $ 89,039,386 89,112,927

Total assets 86,650,348 76,024,918 52,486,142 42,879,966 139,136,490 118,904,884
DEFERRED OUTFLOWS OF RESOURCES
Deferred loss from refunding 2,628 12,753 59,791 71,547 62,419 84,300
Deferred outflows - pension 2,654,221 1,172,137 410,284 158,098 3,064,505 1,330,235
Deferred outflows - OPEB 43,138 28,891 5,987 3,613 49,125 32,504

Total Deferred Outflows of Resources 2,699,987 1,213,781 476,062 233,258 3,176,049 1,447,039
LIABILITIES
Long-term liabilities outstanding 45,262,920 31,765,567 19,809,204 11,485,021 65,072,124 43,250,588
Other liabilities 3,177,465 3,008,515 1,859,310 1,627,584 5,036,775 4,636,099

Total liabilities 48,440,385 34,774,082 21,668,514 13,112,605 70,108,899 47,886,687
DEFERRED INFLOWS OF RESOURCES
Deferred inflows - pension 820,054 1,556,429 101,001 192,476 921,055 1,748,905
Deferred inflows - OPEB 20,310 - 3,101 - 23,411 -

Total Deferred Inflows of Resources 840,364 1,556,429 104,102 192,476 944,466 1,748,905
NET POSITION

Netinvestmentin capital assets 33,452,733 35,039,143 24,556,072 23,453,132 58,008,805 58,492,275

Restricted 3,031,918 2,830,975 1,162,172 1,295,181 4,194,090 4,126,156

Unrestricted 3,584,935 3,038,070 5,471,344 5,059,830 9,056,279 8,097,900

Total Net Position $ 40,069,586 $ 40,908,188 $ 31,189,588 $ 29,808,143 $ 71,259,174 $ 70,716,331
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Government-wide activities. As shown above, governmental activities decreased net position by $838,602 and
business-type activities increased net position by $1,381,445. A detailed examination of all the elements
affecting net position can be found in Table II.

TABLEII
Governmental Activities Business-type Activities Total
2019 2018 2019 2018 2019 2018
Revenues:
Program revenues
Charges for services $ 5994577 $ 4,626,596 $12,977,923 $13,871,517 $18,972,500 $18,498,113
Operating grants and contributions 370,016 277,286 - - 370,016 277,286
Capital grants and contributions 810,401 1,266,428 1,320,436 937,813 2,130,837 2,204,241
General revenues
Property taxes 11,514,505 10,587,532 - - 11,514,505 10,587,532
Sales taxes 2,463,471 2,370,316 - - 2,463,471 2,370,316
Franchise taxes 1,083,553 1,120,653 - - 1,083,553 1,120,653
Hotel taxes 82,835 61,181 - - 82,835 61,181
Miscellaneous (806) 57,042 28,674 6,748 27,868 63,790
Investmentinterest 455,456 251,014 263,798 94,664 719,254 345,678
Gain (loss) on sale of capital assets - 94,205 76,071 42,141 76,071 136,346
Total Revenues 22,774,008 20,712,253 14,666,902 14,952,883 37,440,910 35,665,136
Expenses:
Public safety 13,272,969 12,945,976 - - 13,272,969 12,945,976
Community services 1,445,580 1,511,542 - - 1,445,580 1,511,542
Public works 2,915,701 1,595,297 - - 2,915,701 1,595,297
Planning and community development 1,169,750 1,034,510 - - 1,169,750 1,034,510
Cityadministration 2,660,731 2,128,443 - - 2,660,731 2,128,443
Finance and administrative services 1,026,613 886,880 - - 1,026,613 886,380
Interest on long-term debt 1,201,636 828,591 - - 1,201,636 828,591
Water and wastewater - - 12,540,351 12,342,091 12,540,351 12,342,091
Storm drainage - - 664,736 560,241 664,736 560,241
Total Expenses 23,692,980 20,931,239 13,205,087 12,902,332 36,898,067 33,833,571
Increase (decrease) in net position
before transfers, contributions and
special items (918,972) (218,986) 1,461,815 2,050,551 542,843 1,831,565
Net transfers 80,370 498,018 (80,370) (498,018) - -
Increase (decrease) in net position (838,602) 279,032 1,381,445 1,552,533 542,843 1,831,565
Net postion - beginning 40,908,188 40,954,292 29,808,143 28,284,689 70,716,331 69,238,981
Prior Period Adjustment - (325,136) - (29,079) - (354,215)
Net position - ending $40,069,586 $40,908,188 $31,189,588 $29,808,143 $71,259,174 $70,716,331
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Business-type Activities. Business-type activities increased the City’s net position by $1,381,445. Charges for
Services is a major revenue source in both the Water/Wastewater Fund and the Storm Drainage Fund, producing
$12,250,426 and $727,497, respectively, in revenue. Charges for services account for 88% of the revenue.
Contributions of assets arising from new property development within the City, totaled $1,320,436 or 9% in revenue.
Less than 3% of revenue is made up of investment interest, miscellaneous revenue and gain on sale of capital assets.

Total revenue from water and wastewater sales and services was $12,977,923; associated operating costs of water,
wastewater treatment, and operations and maintenance accounted for $12,540,351 of the total business-type expenses
of $13,205,087 The remaining $664,736 in expenses for business-type activities is associated with the storm water
utility. Storm water utility fees brought in $727,497 in revenue. The following chart (Figure 3) provides a graphic
representation of the City’s business-type expenses and any directly related revenues by source.

Figure 3: Program Revenues v. Expenses
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

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

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

As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$25,111,221 an increase of $11,034,108 in comparison with the prior year. The net increase in combined ending
fund balance is due to the following: a net decrease in the General Fund balance of $350,734, a net increase in the
Debt Service Fund of $43,519, a net increase of $72,515 in other governmental funds, a net increase of $11,268,808
in the 2019 CO Fund.
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Of the combined total governmental fund balances of $25,111,221, $4,929,660 reflects the General Fund
unassigned fund balance which is available for spending at the government’s discretion. The fund balance that is
designated as restricted is not available for new spending due to debt service amounts, specific programs, and
construction projects amounts to $342,713, $4,928,431 and $11,268,808, respectively. The fund balance that is
designated as committed, $3,485,998 represents those amounts committed to liquidate contracts or
encumbrances. The fund balance amount designated as non-spendable is for prepaid items, $55,828, and inventories,
$99,783.

General Fund. The General Fund is the chief operating fund of the City of Corinth. At the end of the current fiscal
year, unassigned fund balance of the General Fund was $4,929,660 while total fund balance reached $5,085,271.
As a measure of the General Fund's liquidity, it may be useful to compare both unassigned fund balance and total
fund balance to total fund expenditures for the fiscal year. Unassigned fund balance represents 30% of total
General Fund expenditures, while total fund balance represents 31% of that same amount.

This year, in the General Fund, revenues were less than expected by a total of $563,835. Franchise Fees, Utility
fees, traffic fines and forfeitures, development fees and permits, police fee and permits, parks and recreation fees,
grants and miscellaneous income were less than budget by $92,875, $10,640, $111,510, $238,072, $5,920,
$84,328, $227,405 and $4,664, respectively. Property tax, sales tax, fire services, donations, interest income and
charges for services were above budget by $20,271, $21,944, $469, $40,000, $113,943, and $14,952,
respectively. The City budgeted for no growth in fiscal year 2019. While revenues were under budget by $563,835,
expenditures were under budget by $1,448,099. The net effect at year end was a decrease of $350,734 of revenues
over expenditures in the General Fund.

Debt Service Fund. As part of the budgetary process, the government enacts a dedicated property tax for debt
service each fiscal year. The Debt Service Fund has a total fund balance of $342,713, all of which is restricted for
the payment of debt service.

2019 CO Fund. This fund is used to track revenues and expenditures related to the 2019 CO Debt Issuance.
Funds will be used for acquiring and improving Quail Run realignment, Park Ridge, Elevated Storage Tank and
the Lake Sharon Road Extension.

Other Governmental Funds. The non-major governmental funds are the Crime Control and Prevention Fund, Street
Maintenance Fund, Hotel-Motel Tax Fund, Keep Corinth Beautiful Fund, County Child Safety Fund, Special Revenue
Funds, Municipal Court Security Fund, Municipal Court Technology Fund, Police Confiscation Fund — State, Parks
Development Fund, Community Park Improvement Fund, Tree Mitigation Fund, Roadway Impact Fee Fund,
Governmental Capital Projects Fund, Vehicle Replacement Fund, LCFD Vehicle & Equipment Replacement Fund,
Technology Equipment Replacement Fund, Street Escrow Fund, 2016 GO Fund, 2017 CO Fund, and General Public
Property (Capital), Public Property LCFD Fund and General Public Property (Special Revenue). Each of these funds
is used to account for revenues and expenditures related to specific purposes.

e The Corinth Crime Control and Prevention District is a special sales tax of $.0025 levied for crime control
and prevention within the City. Sales tax collections were $138 less than budgeted, interest earnings
were more than budgeted by $3,457 and expenditures were $7,230 less than budgeted. Due to the
positive variances in revenues and expenditures, actual fund balance increased $79,380.

e The Street Maintenance Sales Tax fund accounts for the collection of a special sales tax of $.0025. Sales
tax collections were more than budgeted by $1,031, interest earnings were more than budgeted by
$15,926 and expenditures were less than budget by $84,322. These combined increased actual fund
balance by $77,947.

Proprietary funds. The City of Corinth’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. The City maintains two enterprise funds, the Water and
Wastewater fund and the Storm Water utility fund.

Water and Wastewater fund assets of $46,646,259 and deferred outflows of resources of $426,822 exceeded liabilities
of $20,573,943 and deferred inflows of resources of $94,199, reporting net position of $26,404,939. The net non-
operating revenues and expenses were ($170,164) which included investment interest, debt service interest,
miscellaneous income, bond cost, as well as, the sale of aging and obsolete capital assets at auction. The largest
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portion of the non-operating expenses was $402,877 of interest expense. Unrestricted net position for the Water and
Wastewater fund decreased from $4,336,837 in fiscal year 2018 to $4,176,715 for fiscal year 2019.

Storm Water utility fund assets of $6,067,650 and deferred outflows of $49,240 exceeded liabilities of $1,322,338 and
deferred inflows of resources of $9,903, leaving total net position of $4,784,649. Total net position increased
$1,127,043, unrestricted net position increased from $722,993 to $1,294,629. The storm water utility reported operating
income of $727,497 in fiscal year 2019. Net non-operating revenues and expenses were ($28,387) which includes
$8,147 in interest income and $36,534 in interest expense.

GENERAL FUND BUDGETARY HIGHLIGHTS

For fiscal year 2018-2019, General Fund actual expenditures (including transfers) were $18,459,679 compared to
the final budget of $19,907,775. The $1,448,099 expenditure variance was due to reduced costs of $836,931 for
Public Safety, $165,645 in Planning and Community Development, $217,815 in Community Services, $79,121 in City
Administration, $36,077 in Finance and Administrative Services, and $112,510 in Public Works. Actual revenue
(including transfers) was $18,108,945 compared to the final budget of $18,672,770. Of the $563,835 revenue
variance, approximately $238,072 was for decreased in development fees and permits, $227,405 decrease in grants,
$111,510 in traffic fines and forfeitures, and $92,875 decrease in franchise and an increase in interest income in the
amount of $113,943.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The City of Corinth’s investment in capital assets for its governmental and business type activities
as of September 30, 2019, amounts to $89,039,386 (net of accumulated depreciation). This investment in capital
assets includes land, buildings and system improvements, machinery and equipment, park facilities and
infrastructure. The total change in the City’s investment in capital assets for the current fiscal year represents
purchases, retirements, construction in progress for infrastructure and transfers and adjustments.

TABLE IlI
CAPITAL ASSETS AT YEAR-END

Gowvernmental Activities Business-Type Activities TOTAL
2019 2018 2019 2018 2019 2018
Land $ 6,238,012 $ 6,129,106 $ 524,330 $ 524,330 $ 6,762,342 $ 6,653,436
CIP 3,842,490 2,904,037 1,567,110 499,473 5,409,600 3,403,510
Buildings 14,269,168 14,436,732 84,485 91,051 14,353,653 14,527,783
Machinery and equipment 5,435,139 4,670,689 476,768 340,887 5,911,907 5,011,576
Infrastructure 27,251,758 29,738,568 29,350,126 29,778,054 56,601,884 59,516,622
Total capital assets $ 57,036,567 $ 57,879,132 $ 32,002,819 $ 31,233,795 $ 89,039,386 $ 89,112,927

Additional information on the City’s capital assets can be found in the notes to the financial statements on page 51.

Long-term debt. At the end of the current fiscal year, the City had total bonded debt outstanding of $48,625,004 consisting
of General Obligation Bonds and Certificates of Obligation. Debt can be reallocated among the Governmental and
Business-Type Activities to reflect the amount of outstanding debt related to capital projects. All debt payments were made
when due. Total debt payments equaled $2,315,000. Total outstanding debt increased by $18,175,333 in fiscal year 2019
due to sale of bonds (see Note 6).
TABLE IV
OUTSTANDING DEBT AT YEAR-END

Gowvernmental Activities Business-Type Activities TOTAL
2019 2018 2019 2018 2019 2018
General Obligation Bonds $ 5,458,611 $ 6,663,408 $ 5,791,392 $ 6,801,595 $ 11,250,003 $ 13,465,003
Certificates of Obligation 26,134,070 15,470,001 11,240,931 2,800,000 37,375,001 18,270,001
Capital Lease Obligation 2,332,394 1,217,298 170,237 - 2,502,631 1,217,298
Total outstanding debt $ 33,925,075 $ 23,350,707 $ 17,202,560 $ 9,601,595 $ 51,127,635 $ 32,952,302
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Additional information on the City’s long-term debt can be found in this report in the notes to the financial statements on
page 55.

Moody'’s Investor’s Service, Inc. has given the City’s General Obligation Bond and the Certificates of Obligation a rating of
“AA2”. Standard and Poor’s Corporation has given both the City’s General Obligation and Certificates of Obligation an
“AA” rating. The City is permitted by Article XI. Section 5 of the State of Texas Constitution to levy taxes up to $2.50 per
$100 of assessed valuation for general governmental services including the payment of principal and interest on general
obligation long-term debt. The current ratio of tax-supported debt to certified assessed value of all taxable property is 22.36
percent.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City continues to rely heavily on property tax to support its continuing operations. Certified property values
increased 10.06% for the 2019 tax year over the 2018 certified value. Sales tax, the second largest revenue source
for the General Fund during FY 2018-19 also increased by 3% over the prior year’s receipts. All other revenues held
firm. The City received notification in September 2018 of its approval of nine (9) firefighters through the Staffing for
Adequate Fire and Emergency Response Grants (SAFER). The SAFER grant provides funding for the nine positions
for three years. The grant firefighter positions along with the reallocation of staffing from the other two stations will
provide adequate staffing to open Fire House No. 3 in February 2019. The City is seeking legislation to permit Corinth
to seek voter approval to partially fund the Fire Service through sales tax. Should the proposed legislation pass and
be signed by the governor, the earliest election date would be November 2019 for voters to consider such a district
to assist in funding fire operations.

The City Council approved a tax rate of $.53000 for fiscal year 2019. General operations and maintenance will
receive $.42711 of the total and the remaining $.10289 will fund long-term debt of the City.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances for all those with an interest in the
government's finances. Questions concerning any of the information provided in this report or requests for additional

financial information should be addressed to the Director of Finance, City of Corinth, 3300 Corinth Parkway, Corinth,
Texas, 76208.
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Component

Primary Government Unit
Corinth

Economic
Governmental Business-Type Development

Activitites Activities Total Corporation

Assets
Cash and cash equivalents $ 5,474,180 $ 3,597,013 $ 9,071,193 243,417
Investments 20,234,731 14,458,372 34,693,103 1,084,055
Receivables (net of allowance)

Accounts 3,749,259 2,324,922 6,074,181 155,110
Inventories 99,783 103,016 202,799 -
Prepaid items 55,828 - 55,828 -
Capital assets not being

depreciated

Land 6,238,012 524,330 6,762,342 2,954,666

Construction in progress 3,842,490 1,567,110 5,409,600 -
Capital assets (net of

accumulated depreciation)

Buildings 14,269,168 84,485 14,353,653 -

Machinery and equipment 5,43