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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and
Members of the City Council
City of Azle, 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 units, each major fund, and the
aggregate remaining fund information of the City of Azle, Texas (the “City”) as of and for the
year ended September 30, 2021, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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 units, each major fund, and the aggregate remaining fund
information of the City, as of September 30, 2021, 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.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, schedule of changes in net pension liability and related
ratios, schedule of employer contributions to pension plan, schedule of changes in other
postemployment benefits liability and related ratios, and budgetary comparison information for
the general fund 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 that
collectively comprise the City’s basic financial statements. The combining and individual
nonmajor fund financial statements are presented for purposes of additional analysis and are not
a required part of the basic financial statements.

This accompanying supplementary information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures



applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the accompanying supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as
a whole.

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

By ek Ca.

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

February 25, 2022
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City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2021

As management of the City of Azle, Texas (the “City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year
ended September 30, 2021. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our letter of transmittal, which can
be found on pages i-v of this report.

Financial Highlights

e The assets and deferred outflows of resources of the City exceeded its liabilities and deferred
inflows of resources (net position) at September 30, 2021 by $79,127,625. Of this amount,
$11,784,117 (unrestricted net position) may be used to meet the government's ongoing
obligations to citizens and creditors.

e The City's total net position increased by $5,628,943. The majority of the City's net position is
invested in capital assets and restricted for specific purposes.

e The City's governmental funds reported combined ending fund balances of $13,123,159 at
September 30, 2021, an increase of $2,159,702 from the prior fiscal year; this includes an increase
of $1,071,723 in the general fund, an increase of $10,144 in the debt service fund, an increase of
$101,364 in the capital projects fund, and an increase of $976,471 in the nonmajor governmental
funds.

e At the end of the fiscal year, unassigned fund balance for the general fund was $8,548,821 or
67% of total general fund expenditures.

Overview of the Financial Statements

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

Government-Wide Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
City’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets and liabilities. The difference
between the two is reported as net position. Over time, increases or decreases in net position may serve
as a useful indicator of whether the financial position of the City is improving or deteriorating. Other
non-financial factors, such as the City’s property tax base and the condition of the City’s infrastructure,
need to be considered in order to assess the overall health of the City.



City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2021

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

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City include general government, culture and
recreation, community development, public safety, and public works. The business-type activities of
the City include water and sewer utilities, golf course, and storm water utility operations.

The government-wide financial statements include not only the City itself (known as the primary
government), but also the legally separate component units, the Crime Control and Prevention District
and the Municipal Development District, which the City is financially accountable. Financial
information for these component units are reported separately from the financial information
presented for the primary government itself.

The government-wide financial statements can be found on pages 18-23 of this report.
FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the City can be divided into three categories: governmental funds, proprietary funds, and
fiduciary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in assessing 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.
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City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2021

The City maintains nine 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, capital projects, and debt service fund, which are
considered to be major funds. Data from the other governmental funds are combined into a single,
aggregated presentation. Individual fund data for each of these nonmajor governmental funds is
provided in a separate section of the report.

The City adopts an annual appropriated budget for its general, debt service, capital projects, and
special revenue funds. A budgetary comparison statement has been provided for each fund to
demonstrate compliance with their respective budget.

The basic governmental fund financial statements can be found on pages 24-31 of this report.

Proprietary Funds

The City’s proprietary funds are all enterprise funds. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City
uses an enterprise fund to account for its utility, golf course, and storm water utility operations. All
activities associated with providing such services are accounted for in these funds, including
administration, operation, maintenance, debt service, capital improvements, meter maintenance, billing
and collection. The City's intent is that costs of providing the services to the general public on a
continuing basis is financed through user charges in a manner similar to a private enterprise.

Proprietary financial statements 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 utility, golf course, and storm water utility, all of which are considered to be major
funds of the City.

The basic proprietary fund financial statements can be found on pages 32-41 of this report.

Component Units

The City maintains the accounting and financial statements for three component units. The Azle Crime
Control and Prevention District and the Azle Municipal Development District are both discretely
presented component units displayed on the government-wide financial statements.

The TIRZ No. 1 fund is a special purpose fund that collects property taxes within its boundaries for the
purpose of infrastructure development. The fund’s board consists of the City Council and is reported as

a blended component unit, as it functions similar to a department of the City.

Notes to Financial Statements

The notes provide additional information that is necessary to acquire a full understanding of the data
provided in the government-wide and fund financial statements.
7



City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2021

The notes to the financial statements can be found on pages 43-84 of this report.

Other Information

In addition to the basic financial statements, MD&A, and accompanying notes, this report also presents
certain Required Supplementary Information (RSI). The required RSI includes a budgetary comparison
schedule for the general fund, schedule of changes in the net pension liability and related ratios and
schedule of employer contributions for the Texas Municipal Retirement System. RSI can be found after
the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted previously, net position may serve over time as a useful indicator of the City’s financial
position. For the City of Azle, Texas, assets and deferred outflows exceeded liabilities and deferred
inflows by $79,127,625 as of September 30, 2021, in the primary government.

The largest portion of the City’s net position, $59,156,264 reflects its investments in capital assets (e.g.,
land, buildings, improvements other than buildings, machinery and equipment, construction in
progress), less any debt used to acquire those assets that are still outstanding. The City uses these
capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City’s investment in its capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources, since the
assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City of Azle, Texas’s net position of $8,187,244 represents resources that
are subject to external restrictions on how they may be used. The remaining balance of $11,784,117 is
unrestricted and may be used to meet the government’s ongoing obligations to its citizens and
creditors.

At the end of the current fiscal year, the City of Azle, Texas is able to report positive balances in all
reported categories of net position, both for the government as a whole, as well as for its separate
governmental and business-type activities. The same situation held true for the prior fiscal year.



City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2021

Statement of Net Position:

The following table reflects the condensed Statement of Net Position:

2021 2020
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total
Current and
other assets $ 16,385341 $ 7,848,893 $ 24234234 $ 12,420414 $ 6,777,089 $ 19,197,503
Long-term assets 35,676,922 50,223,935 85,900,857 35,388,011 49,786,027 85,174,038
Total Assets 52,062,263 58,072,828 110,135,091 47,808,425 56,563,116 104,371,541
Deferred
Outflows 1,026,840 267,525 1,294,365 889,588 249,571 1,139,159
Current liabilities 3,915,907 3,031,873 6,947,780 2,040,506 2,885,043 4,925,549
Long-term liabilities 14,563,972 10,107,962 24,671,934 14,903,208 11,456,163 26,359,371
Total Liabilities 18,479,879 13,139,835 31,619,714 16,943,714 14,341,206 31,284,920
Deferred Inflows 546,956 135,161 682,117 581,439 145,659 727,098
Net Position:
Net investment in
capital assets 23,242,318 35,913,946 59,156,264 22,448,289 34,536,210 56,984,499
Restricted 4,045,435 4,141,809 8,187,244 2,682,316 3,549,543 6,231,859
Unrestricted 6,774,515 5,009,602 11,784,117 6,042,255 4,240,069 10,282,324

Total Net Position $ 34,062268 $ 45065357 $ 79,127,625 $ 31,172,860 $ 42,325,822 $ 73,498,682

Current and other assets for the primary government increased by $5,036,731 or 26% primarily due to
unspent grant proceeds and increased net position over the course of the year. Current liabilities
increased in governmental activities by $1,875,401 primarily due to deferred grant revenue received in
advance of being eligible. Long-term liabilities for business-type activities decreased by $1,348,201 or
12% primarily as a result of principal payments occurring in the current year.



City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2021

Statement of Activities:

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

For the Year Ended September 30, 2021

For the Year Ended September 30, 2020

Total Total
Governmental Business-Type Primary Governmental Business-Type Primary
Activities Activities Government Activities Activities Government
Revenues
Program revenues:
Charges for services $ 2,000,120 $ 11,300,869 $ 13,300,989 $ 1,718652 $ 10,833,637 $ 12,552,289
Operating grants 1,173,707 - 1,173,707 1,543,721 - 1,543,721
Capital contributions 823,800 1,481,258 2,305,058 1,091,858 2,949,685 4,041,543
General revenues:
Property tax 6,805,217 - 6,805,217 6,358,024 - 6,358,024
Sales tax 3,335,906 - 3,335,906 3,076,210 - 3,076,210
Franchise and local taxes 1,697,254 - 1,697,254 1,476,334 - 1,476,334
Investment income 47,980 25,461 73,441 124,379 97,657 222,036
Oil and gas revenues 76,161 46,905 123,066 60,239 40,407 100,646
Other revenues 202,605 24,522 227,127 164,026 66,125 230,151
Total Revenues 16,162,750 12,879,015 29,041,765 15,613,443 13,987,511 29,600,954
Expenses
General government 2,582,629 - 2,582,629 2,536,444 - 2,536,444
Public safety 7,168,093 - 7,168,093 6,694,648 - 6,694,648
Public works 1,778,963 - 1,778,963 2,798,478 - 2,798,478
Recreation and leisure 1,600,244 - 1,600,244 1,499,379 - 1,499,379
Community development 530,993 - 530,993 347,380 - 347,380
Interest and fiscal charges 284,153 169,893 454,046 332,608 338,707 671,315
Utility - 7,752,465 7,752,465 - 7,554,622 7,554,622
Golf course - 1,264,368 1,264,368 - 1,292,138 1,292,138
Storm water utility - 281,021 281,021 - 254,636 254,636
Total Expenses 13,945,075 9,467,747 23,412,822 14,208,937 9,440,103 23,649,040
Change in Net Position
Before Transfers 2,217,675 3,411,268 5,628,943 1,404,506 4,547,408 5,951,914
Transfers 671,733 (671,733) - 690,256 (690,256) -
Total 671,733 (671,733) - 690,256 (690,256) -
Change in Net Position 2,889,408 2,739,535 5,628,943 2,094,762 3,857,152 5,951,914
Beginning Net Position 31,172,860 42,325,822 73,498,682 29,078,098 38,468,670 67,546,768
Ending Net Position $ 34,062,268 $ 45,065357 $ 79,127,625 $ 31,172,860 $ 42,325,822 $ 73,498,682
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City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2021

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

Governmental Activities - Revenues

Charges for
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Property tax
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For the year ended September 30, 2021, revenues from governmental activities totaled $16,162,750.
Property tax, grants and contributions, and sales tax are the City’s largest general revenue sources.
Overall revenue increased $549,307 or 4% from the prior year. Sales taxes and franchise taxes increased
by $259,696 or 8% and $220,920 or 15%, respectively. These increases are primarily due to economic
growth fueled by local purchases. Property taxes increased by $447,193 or 7% due to ascending
appraisal values compared to the prior year. Charges for services increased by $281,468 or 16% due
primarily to greater building permit and inspection fee revenue in the current year. Capital and
operating contributions decreased by $638,072 primarily due to nonrecurring capital contributions
received in the prior year year. Investment income decreased by $76,399 or 61% due to the realization
of lower interest rates during the year. Other revenues increased by $38,579 primarily as a result of
nonrecurring insurance recoveries and animal shelter donations received in the current year. All other
revenues remained relatively stable when compared to the previous year.

11



City of Azle, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2021

This graph shows the governmental function expenses of the City:

Governmental Activities - Expenses
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For the year ended September 30, 2021, expenses for governmental activities totaled $13,945,075. This
represents a decrease of $263,862 or 2% from the prior year. The City’s largest functional expense is
public safety totaling $7,168,093, which increased by $473,445 or 7%. This increase is primarily a result
of increasing personnel, fuel, and utility expenses. Public works expenses decreased by $1,019,515 or
36% primarily due to a reduction in depreciation in the current year and nonrecurring vehicle and
street maintenance expenses in the prior year. Recreation and leisure expenses increased by $100,865 or
7% primarily due to greater personnel, contract services, and special events expenses in the current
year. Community development expenses increased by $183,613 or 53% primarily due to nonrecurring
professional development expenses in the current year. Interest and fiscal charges decreased by $48,455
or 15% primarily resulting from the current year bond refunding. All other governmental activities
expenses remained relatively consistent with the prior year.
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