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ANNUAL FILING AFFIDAVIT

STATE OF TEXAS
COUNTY OF SMITH

1, William F. Harris, President of Emerald Bay Municipal Utility District hereby swear, or affirm, that the
District above has reviewed and approved at a meeting of the District’s Board of Directors on the 23rd
day of ___ January , 2024 its annual audit report for the fiscal period ended September 30,
2023 and that copies of the annual audit report have been filed in the District’s office, located at 155 La
Salle Drive, Bullard, Texas.

The filing affidavit and the attached copy of the audit report will be submitted to the Texas Commission
on Environmental Quality to satisfy the annual filing requirements of Texas Water Code Section 49.194.

Date: ___San &8 % By: ézﬂ —

(Signature of District Representative)

William Harris, President

Swom to and subscribed to before me this 25"‘)/ day of 440@&%_‘ _Z-‘D_Lﬂ"

LAURIE THREET

Notary ID #11328734
My Commission Explires

Y
) 2
o % Octaber 1, 2024
(SEAL) %M i%

/  (Signature of Notary)

My Commission Expires On: _Q@!bu) ] . X-DZ",

Notary Public in the State of Texas.




BB Gollob Morgan Peddy
]

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Emerald Bay Municipal Utility District
Bullard, Texas

Report on the Financial Statements
Opinion

We have audited the accompanying statement of Net Position and the related Statement of Revenues, Expenses and
Changes in Net Position and Cash Flows of Emerald Bay Municipal Utility District (“the District”), as of and for the
year ended September 30, 2023, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of Emerald Bay Municipal Utility District , as of September 30, 2023 and the
respective changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Emerald Bay Municipal Utility District and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.

Management’s Responsibility for the Financial Statements

Emerald Bay Municipal Utility District’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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Emerald Bay Municipal Utility District’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e  Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the District’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 4-8, budgetary information on page 29 and the schedule of changes in net pension liability and
related ratios, and the schedule of contributions, on pages 30-32, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Emerald Bay Municipal Utility District’ basic financial statements. The supplementary information included in TSI-
2 — TSI-6 and TSI-8 is presented for purposes of additional analysis and is not a required part of the basic financial
statements.

The additional 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 additional supplementary information is fairly stated in all material respects in
relation to the basic financial statements as a whole.
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Other Information

Management is responsible for the other information included in the annual report. The other information comprises
the Annual Filing Affidavit and the Supplementary information in TSI-1 and TSI-7 but does not include the basic
financial statements and our auditor’s report thereon. Our opinions on the basic financial statements do not cover the
other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements, or
the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude that
an uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 15, 2024, on our
consideration of Emerald Bay Municipal Utility District’ internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is 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 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 Emerald Bay Municipal Utility District’s internal control over financial reporting and compliance.
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Certified Public Accountants

Tyler, Texas
January 15, 2024
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Emerald Bay Municipal Utility District
Management’s Discussion and Analysis
September 30, 2023

The Emerald Bay Municipal Utility District’s (District) management discussion and analysis is meant to assist the
reader in focusing on financial issues, provide an overview of the District’s financial activity, identify changes in
the District’s financial position, and give insight into significant future activities. This analysis is intended to
supplement the District’s financial statements and should be read in conjunction with that document.

The District was created initially to provide wastewater treatment services to the Emerald Bay community and
some contiguous external environs. In 2006, the District also began providing drinking water to the community
by drilling its own wells and constructing pipelines to deliver the water to the District’s distribution system that
was already in place.

In 2009 the District reached an agreement with the Emerald Bay Homeowner’s Association to lease the
development’s streets from the Association. As part of the agreement, the District assumed responsibility for the
repair, maintenance, and improvement of the streets (and bridges) in the Emerald Bay development. The property
owners are assessed a monthly fee for these services that is accumulated and maintained separately for the
designated usages.

The District is not included in any other governmental reporting entity, nor is any other governmental reporting
entity a part of the District.

The District is funded by service charges to customers. Although the District has the authority to levy property
taxes to finance its debt, no such taxes are currently levied. The District’s current debt issues are revenue notes
requiring service charges adequate to service the debt.

The financial statements are comprised of a single enterprise fund utilizing the model prescribed by Governmental
Auditing Standards Board Statement 34 and 35. Fund financial statements are not presented as the District is
comprised of a single fund.

Analysis of Overall Financial Position:

The balance in the account set aside for capital improvements increased $4,016. On September 30, 2023,
$536,100 remained in the account, available for future projects.

The balance in non-restricted cash accounts, $1,135,171, decreased by $127,467. These funds are
designated for normal operating expenses, debt service, and unforeseen contingencies.

Funds accumulated for road repairs and improvements increased to $1,231,173. Lot owners in Emerald
Bay are assessed a monthly fee and a $2,000 capital fee is collected when homes are purchased; these
funds are designated for road repair and maintenance, seal-coating, and other requirements.

Net position in water and wastewater accounts increased to $3,310,757. At year-end, $1,500,878 is
invested in capital assets net of the related debt, $536,100 is restricted for capital improvements, and
$1,273,779 is unrestricted.

Operating revenue (water and wastewater), $1,103,839, increased slightly from the prior year mainly due
to transfer fees collected at home sales, rate increases, and other revenues; water service revenues were
more than the previous year. Operating expenses, exclusive of depreciation, increased due to repair and
administrative expenses.



Emerald Bay Municipal Utility District
Management’s Discussion and Analysis
September 30, 2023

Net position in the roads and bridges account increased by $38,853 to $2,311,101 for the year. There were
no significant expenditures related to roads and bridges. All the funds in the Roads & Bridges Accounts
are restricted for road and bridge improvements and repairs. The District anticipates the need to seal-coat
the streets in Emerald Bay sometime in the near future.

The District continues to be in a liquid condition with adequate reserves to meet near-future operations and
equipment needs.

Capital Assets and Long-Term Debt:

The District’s capital assets are comprised of wastewater collection systems and treatment plants; water
wells, water storage tanks, and water distribution lines; land, land improvements, buildings, computers,
and office equipment; construction in progress: and leasehold improvements. The treatment plants and
District office are located on District property within the environs of the Emerald Bay community. The
water wells are sited outside the community with pipelines to convey the water to the community.

Roads and Bridges
The District leases the streets within Emerald Bay with the intent for the District to provide street
maintenance. Service fees are collected for and restricted to this purpose. The current restricted amount

is $1,231,173.

Capital asset activity for the fiscal year ended September 30, 2023 was as follows:

Balance Balance
9/30/22 Additions Deletions 9/30/23
Capital Assets not Being Depreciated:
Land & Easements $ 174,654  § 7117 § - $ 181,771
Construction-in-Progress - 142,725 - 142,725
Total Capital Asset not Being Depreciated 174,654 149,842 - 324,496
Capital Assets Being Depreciated:
Water System 4,958,502 189,010 - 5,147,512
Sewer System 4,857,731 8,369 - 4,866,100
Other Equipment 213,496 1,589 - 215,085
Roads & Bridges Capital Assets 1,427,303 - - 1,427,303
Total Capital Assets Being Depreciated 11,457,032 198,968 - 11,656,000
Less Accumulated Depreciation (6,261,285) (359,455) - (6,620,740)
Net Capital Assets $ 5370401 § (10,645 $ - $ 5359756




Emerald Bay Municipal Utility District
Management’s Discussion and Analysis
September 30, 2023

Construction in progress in the water and sewer accounts at the year-end was $142,725, including partial
expenditures for a pipeline under Lake Palestine to our collection ponds, Website upgrades, and
expenditures to install generators at our lift stations.

Long-Term Debt

The District has two outstanding long-term loans that were used to fund current and prior construction of
the water distribution system and drainage improvements. The two loans are:

2014 Revenue Note with Southside Bank, $2,481,610 outstanding with monthly payments of
$22,678 until September 2034.

2015 Revenue Note with Southside Bank, $297,340 outstanding with monthly payments of $9,698
until June 2026. This note was used to retire a previous note that carried a higher interest rate.

Current and Future Projects:

The District completed several major and minor projects this year to update and improve the District’s
facilities and equipment.

A permanent underground electric line to supply power to the flow meter located on the southwest side
of the effluent storage ponds was constructed. This was done to ensure that the District has a stable
source of electricity to power heaters for the flow meter during extreme weather conditions.

The emergency lake water pump located behind the number 10 golf course putting green was updated
with an electrical control panel to control the flow of non-potable pump priming water supplied from
the golf course sprinkler system. In the past, priming of the pump required manually connecting water
hoses to inject water to start the pump. This addition automates that process. Additionally, the District
inspected the pump intake to verify that the intake was clear of debris, not silted up, and checked its
depth below the surface of the lake water. The District will be extending the pump intake into deeper
water when the lake is lower. By waiting until the lake level is very low, the relocation of the water
intake to a deeper location in the lake becomes easier and more cost effective.

The wastewater plant yard lights were destroyed by damaging winds. The District replaced and
relocated an all-metal tower with powerful LED flood lights that greatly improved the plant yard
lighting. This project also required the relocation of electrical power lines and security cameras.

Concrete retaining walls were constructed around lift stations numbers 1, 4, 5, 6, and 7 to block the
flow of stormwater into the lift station wells. Once completed, weed barrier covering was installed and
covered with gravel to eliminate the need for mowing.

The District also purchased (2) Rolls Royce 230 KW Diesel Generators to supply emergency power to
Water Well Number 3 and to replace the current Atlas Copco 100 KW Generator located at the
Wastewater Treatment Plant. This purchase was in response to a mandate from the Texas Legislature
to improve the reliability of water purveyors during severe weather. The installation of these new
generators is complete, and both will be operational when the control, reporting, and alarm capability



Emerald Bay Municipal Utility District
Management’s Discussion and Analysis
September 30, 2023

to the Districts SCADA System (System Control and Data Acquisition) are added. Additionally, we
will be adding the (6) small Briggs and Stratton 20 KW emergency generators that were purchased and
installed last year to the SCADA System. The existing Atlas Copco 100 KW Generator that was
replaced by one of the new Rolls Royce Generators located at the wastewater treatment plant will be
relocated to Lift Station Number 3 to supply emergency power to that station. It should be noted that
once the Atlas Copco becomes operational all water and wastewater locations will have emergency
backup power.

Water wells 1 and 2 were completely overhauled and repaired. While this was an unscheduled project,
it became apparent this summer that the District needed to act when the pumping level and water
production dropped significantly. New pumps, motors, electrical wiring, and production pipe were
installed. Additionally, both pumps were lowered approximately 100 feet. The lowering of the pumps
resulted in an increase of 175 GPM (Gallons Per Minute). The combined pumping capability of all
three wells (1,2, and 3) is now approximately 950 GPM. The District is considering lowering the pump
at well 3 but has not made a final decision.

Last year it was noted that the 212,000-gallon ground storage tank located at well 1 needed to be
replaced due to internal rust and associated leaks. Noting that the old ground storage tank cannot
be destroyed until the new tanks are operational a need for additional land is needed to be acquired
to erect 2 new 100,000-gallon tanks. After a long and difficult legal process, the District was
successful in acquiring the additional land that is required. The process of clearing and fencing the
additional property for construction is now underway and the engineering design and bidding
process will soon begin.

The District is in the process of upgrading the computer system servers and transitioning all
workstations to Windows 11 Pro. This project should have been completed last year; however, due
to various scheduling and technical problems, it was not completed. The new server is complete
and all workstations and laptops except one have been upgraded to Windows 11. The District is
also being required to update the Neptune Meter Software to a cloud-based system because the
current Neptune server-based software will not operate on the new server. Lastly, once the Neptune
Software is transitioned to the cloud, the old server will be updated with a new operating system
and hard drives. All SCADA Software will be moved to this server. This will create a more reliable
and safer environment for our critical SCADA System.

The District will be purchasing a roll-off container for sludge disposal this year. It will require some
modifications to the existing sludge containment building which will take some time to complete.

Upgrades and improvements to the wastewater collection and processing systems are being assessed.
Projects under consideration are smoke testing the wastewater collection lines, and others. This is a
major project and no definite plans have been made at this time.

Also under consideration, is the painting of the elevated water storage tank; no plans are finalized
at this point.

An automated gate and employee parking lot are planned at the wastewater treatment plant. The
electrical power connection is in place for the gate and the new plant lighting system will be more
than adequate to light the parking lot.
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Within a few years, the streets will require a seal coat to be applied. No firm dates have been set
for this project.

There are several additional plans in the future that include the construction of an additional office,

equipment building, and various small projects to allow WiFi communication to our remote well
sites.

Respectfully,

William Harris, President
Emerald Bay Municipal Utility District
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EMERALD BAY MUNICIPAL UTILITY DISTRICT
STATEMENT OF NET POSITION

PROPRIETARY FUND
SEPTEMBER 30, 2023
Water & Roads & Total
Sewer Bridges Enterprise
Accounts Accounts Funds
ASSETS
Current Asset:
Cash and Cash Equivalents $ 1,671,271 $ 1,231,173 $ 2,902,444
Receivables - Service Charges 188,337 - 188,337
Inventory & Prepaids 39,000 - 39,000
Total Current Assets 1,898,608 1,231,173 3,129,781
Noncurrent Assets:
Net Pension Asset 46,749 - 46,749
Capital Assets
Land, Land Improvements & Easements 181,771 - 181,771
Sewer System 4,866,100 - 4,866,100
Water Distribution System 5,147,512 - 5,147,512
Other Equipment 215,085 - 215,085
Construction in Progress 142,725 - 142,725
Roads & Bridge - 1,427,303 1,427,303
Less: Accumulated Depreciation (6,273,365) (347,375) (6,620,740)
Total Capital Assets 4,279,828 1,079,928 5,359,756
Total Noncurrent Assets 4,326,577 1,079,928 5,406,505
TOTAL ASSETS $ 6,225,185 $ 2,311,101 $ 8,536,286
DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows on Pensions 11,984 - 11,984
Total Deferred Outflows of Resources $ 11,984 $ - $ 11,984

See accompanying notes to financial statements.
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EMERALD BAY MUNICIPAL UTILITY DISTRICT

STATEMENT OF NET POSITION

PROPRIETARY FUND
SEPTEMBER 30, 2023
Water & Roads & Total
Sewer Bridges Enterprise
Accounts Accounts Funds
LIABILITIES
Current Liabilities:
Accounts Payable $ 96,503 $ - $ 96,503
Accrued Expenses 24,447 - 24,447
Revenue Notes Payable - Current Portion 298,303 - 298,303
Total Current Liabilities 419,253 - 419,253
Noncurrent Liabilities:
Revenue Notes Payable - Noncurrent Portion 2,480,647 - 2,480,647
Total Noncurrent Liabilities 2,480,647 - 2,480,647
Total Liabilities 2,899,900 - 2,899,900
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows on Pensios 26,512 - 26,512
Total Deferred Outflows of Resources 26,512 - 26,512
NET POSITION
Invested in Capital Assets Net of Related Debt 1,500,878 1,079,928 2,580,806
Restricted For Capital Improvements 536,100 - 536,100
Restricted for Roads & Bridges - 1,231,173 1,231,173
Unrestricted 1,273,779 - 1,273,779
Total Net Position 3,310,757 2,311,101 5,621,858
TOTAL LIABILITIES AND NET POSITION $ 6,237,169 $ 2,311,101 $ 8,548,270

See accompanying notes to financial statements.
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EMERALD BAY MUNICIPAL UTILITY DISTRICT
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION

PROPRIETARY FUND
SEPTEMBER 30, 2023
Water & Roads & Total
Sewer Bridges Enterprise
Accounts Accounts Funds
Operating Revenues:
Service Fees $ 1,078,694 $ 58,322 $ 1,137,016
Connection & Transfer Fees 14,142 - 14,142
Capital Assessments - 46,000 46,000
Other Operating Revenues 11,003 6,377 17,380
Total Revenues 1,103,839 110,699 1,214,538
Operating Expenses:
Administration Expenses 154,877 25,335 180,212
Plant Operating 37,384 - 37,384
Repairs and Maintenance 104,845 100 104,945
Payroll 162,934 - 162,934
Utilities 102,482 - 102,482
Depreciation 302,363 57,092 359,455
Total Operating Expenses 864,885 82,527 947,412
Operating Income (Loss) 238,954 28,172 267,126
Nonoperating Revenue (Expenses)
Interest Income 14,958 10,692 25,650
Miscellaneous Income 37,505 - 37,505
Miscellaneous Expense (6,481) (11) (6,492)
Interest Expense (94,788) - (94,788)
Total Other Revenue (Expense) (48,806) 10,681 (38,125)
Change in Net Position 190,148 38,853 229,001
Total Net Position, October 1, 2022 3,120,609 2,272,248 5,392,857
Total Net Position, September 30, 2023 $ 3,310,757 $ 2,311,101 $ 5,621,858

See accompanying notes to financial statements. 12



EMERALD BAY MUNICIPAL UTILITY DISTRICT
STATEMENT OF CASH FLOWS

PROPRIETARY FUND
SEPTEMBER 30, 2023

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Paid to Suppliers
Cash Paid to Employees
Net Cash Provided by Operating Activities

Cash Flows from Non-Capital Financing Activities:
Operating Transfer In/(Out)

Net Cash Provided (Used) by Non-Capital Financing Activities

Cash Flows from Capital Financing Activities:
Principal paid on Revenue Notes & Notes Payable
Interest Paid on Revenue Notes & Notes Payable
Disposal of Capital Assets
Acquisition & Construction of Capital Assets

Net Cash Used by Capital Financing Activities

Cash Flows from Investing Activities
Receipt of Interest
Net Cash Provided by Investing Activities
Net Change in Cash

Cash and Cash Equivalents, September 30, 2022

Cash and Cash Equivalents, September 30, 2023

Reconciliation of Operating Income to Net Cash Flows
From Operating Activities:

Operating Income (Loss)

Depreciation Expense
(Increase) Decrease in Accounts Receivable

Increase (Decrease) in Accounts Payable and Accrued Expenses

(Increase) Decrease in Inventory and Prepaids
(Increase) Decrease in Net Pension Asset

(Increase) Decrease in Deferred Outflows
Increase (Decrease) in Deferred Inflows
Net Cash Flows from Operating Activities

See accompanying notes to financial statements.
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Water & Roads & Total
Sewer Bridges Enterprise

Accounts Accounts Funds
$ 1,074,030 $ 110,699 $ 1,184,729
(353,002) (25,4406) (378,448)
(169,615) - (169,615)
551,413 85,253 636,666
(289,516) - (289,516)
(94,788) - (94,788)
(305,518) - (305,518)
(689,822) - (689,822)
14,958 10,692 25,650
14,958 10,692 24,814
(123,451) 95,945 (27,506)
1,794,722 1,135,228 2,929,950
$ 1,671,271 $ 1,231,173 $ 2,902,444
$ 238,954 $ 28,172 $ 267,126
302,363 57,092 359,455
(67,314) - (67,314)
95,483 (11) 95,472
(11,392) - (11,392)
7,716 - 7,716
(7,823) - (7,823)
(6,574) - (6,574)
$ 551,413 $ 85,253 $ 636,666




Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 1 - Description of the District and Reporting Entity:

The Emerald Bay Municipal Utility District (the District) was created by an act of the
Texas Legislature on May 24, 1983, under the Texas Water Code Chapter 54. The
District’s board first met on October 10, 1983. The District was originally chartered to
provide wastewater treatment to the residents of the Emerald Bay residential subdivision.
In August 2006, the District also began providing water services to the District’s
residential and commercial customers. During the fiscal year ending September 30, 2010,
the District assumed the responsibility of maintaining the roads and bridges for the
Emerald Bay subdivision.

Reporting Entity

The Board of Directors, a five-member group, has governance over all the activities
related to the administration of the District. The members of the Board are elected and
have the authority to make decisions, appoint managers, significantly influence
operations, and have the primary accountability for fiscal matters. The District, for
financial purposes, includes all the funds relevant to the operation of the Emerald Bay
Municipal Utility District. The financial statements presented here do not include
agencies which have been formed under applicable state laws or separate and distinct
units of government apart from the District.

The financial statements of the District do not include any separately administered
organizations. No such organizations are controlled by or are dependent on the District.
Control or dependence is determined on the basis of budget adoption, taxing authority,
funding, and appointment of the respective governing board.

The District is not included in any other governmental reporting entity as defined by the
Governmental Accounting Standards regarding “The Financial Reporting Entity.”

NOTE 2 — Summary of Significant Accounting Policies:

The financial statements of the District have been prepared in accordance with generally
accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for governmental accounting and financial reporting principles. The District’s
reporting applies all relevant GASB pronouncements. The most significant of the
District’s accounting policies are described below.

1. Basis of Presentation

The basic financial statements consist of fund financial statements including a statement
of net position, a statement of revenues, expenses, and changes in net assets, and a
statement of cash flows. Because the District is a special-purpose entity engaged in only
business-type activities, government-wide financial statements are not presented.
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Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 2 — Summary of Significant Accounting Policies: (continued)

Fund Financial Statements

The District segregates transactions related to certain functions or activities in separate
funds to aid financial management and to demonstrate legal compliance. The focus of
enterprise fund financial statements is on major funds. Each major fund is presented in a
separate column. Non-major funds, if any, are aggregated and presented in a single
column. Presently, the District has combined water/sewer accounts and a separate roads
and bridges account.

2. Fund Accounting

The District uses funds to maintain its financial records during the year. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts. The
District’s only category of funds is “Proprietary” as defined below:

Proprietary Fund

Proprietary fund reporting focuses on the determination of operating income, changes in
net position, financial position, and cash flows. The District’s proprietary fund is
classified as an enterprise fund. Enterprise funds may be used to account for any activity
for which a fee is charged to external users for goods or services.

Water & Sewer Account

This account accounts for revenues generated from the charges for water
services and wastewater treatment services provided to the District’s customers
and tax revenues collected to fund debt service related to the wastewater
treatment operations.

Roads & Bridges Account
This account accounts for revenue generated from fees charged to Emerald Bay
residents for the maintenance of roads and bridges in the subdivision.

3. Measurement Focus

Fund Financial Statements

Proprietary funds are accounted for on a flow of economic resources measurement focus.
All assets and liabilities associated with the operation of these funds are included on the
statement of fund assets. The statement of revenues, expenses, and changes in fund net
assets presents increases (i.e., revenues) and decreases (expenses) in total net position.
The statement of cash flows provides information as to how the District finances and
meets the cash flow needs of its proprietary activities.
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Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 2 — Summary of Significant Accounting Policies: (continued)

4. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records
and reported on the financial statements. Proprietary fund financial statements are
prepared using the accrual basis of accounting.

Revenues — Exchange and Non-exchange Transactions

Revenue resulting from exchange transactions, where each party gives and receives
essentially equal value, is reported on an accrual basis when the exchange takes place and
is available. Available means that the resources will be collected within the current year
or soon enough thereafter to be used to pay liabilities of the current year. The District
assumes availability within 30 days of year-end.

Non-exchange transactions, where value is received without directly giving equal value
in return, include property taxes, grants, entitlements, and donations. On an accrual
basis, revenue from property taxes is recognized in the year for which the taxes are
levied. Revenue from grants, entitlements, and donations is recognized in the year in
which all eligibility requirements have been satisfied; the District has no revenue from
these sources.

Expenses/Expenditures

Expenses are recognized at the time they are incurred.

5. Budget Process

Formal budgetary accounting is employed as a management control for the District. The
same basis of accounting is used to reflect revenues and expenses on a generally accepted
accounting principles basis. The Board of Directors adopts a budget for the District and
amends the budget as needed. Amendments are presented at Board meetings and are
reflected in the official minutes of the Board. The budget is not encumbered.

6. Cash and Cash Equivalents

The District maintains separate cash accounts for each of its separate components. Cash
equivalents are highly liquid assets that have maturities of less than twelve months when
purchased.
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Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 2 — Summary of Significant Accounting Policies: (continued)

7. Receivables

Property taxes levied during the fiscal year and prior years but uncollected as of
September 30, 2023, are recorded as property taxes receivable. Because of historical
collections, no allowance for doubtful accounts has been recorded. The District did not
levy property taxes during the fiscal year ending September 30, 2023.

Service charges and fees for road maintenance billed but uncollected as of September 30,
2023, are recorded as receivables. No allowance for doubtful accounts has been recorded

because of successful collection efforts.

8. Capital Assets

Capital assets are reported in the fund statement of net assets.

Capital assets are capitalized at cost (or estimated historical cost) and updated for
additions or retirements during the year. Donated fixed assets are reported at their fair
market value as of the date received. The District maintains an unofficial capitalization
threshold of five thousand dollars ($5,000).

All capital assets except for land and construction-in-progress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital
assets. Useful lives are estimated based on historical records of necessary improvements
and replacements. Depreciation is computed using the straight-line method over the
following useful lives;

Description Estimated Lives
Buildings and Improvements 25 years
Sewer Facilities 25 years
Water Facilities 40 years
Electronic Equipment 5 years
Fences & Equipment 10 years
Roads and Streets 25 years
Leasehold Improvements-Bridge 25 years

9. Inventory

Repair items purchased in anticipation of need are recorded as Inventory. These items
are expensed or capitalized when put into use.
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Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 2 — Summary of Significant Accounting Policies: (continued)

10. Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities, and long-term obligations are reported on the fund
financial statements.

11. Net Position

Net position represents the difference between assets and liabilities. Net position
invested in capital assets is the original cost of the assets net of accumulated depreciation
further reduced by the outstanding balances of any debt used for the acquisition,
construction, or improvements of those assets. Net position is reported as restricted when
limitations are imposed on its use by constitutional provisions, enabling legislature,
contractual agreement, or through external restrictions imposed by creditors, grantors, or
laws or regulations of other governments.

12. Operating Revenues and Expenses

Operating revenues are those generated directly from the primary activity of the
proprietary funds. For the District, these revenues are charges for water and wastewater
treatment services and fees for road and bridge repairs. Operating expenses are the
necessary costs to provide those services.

13. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires the District’s management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the estimated lives of capital assets,
and disclosure of contingent assets and liabilities at the date of the financial statement,
and the reported amounts of revenue and expenses for the reporting period. Actual
results could differ from those estimates.

14. Pensions

For purposes of measuring net pension liability/ (asset), deferred outflows of resources
and deferred inflows of resources related to pensions and pension expense, information
about the fiduciary net position of the Emerald Bay Municipal Utility District Pension
Plan (EBMUDPP), and additions to/deductions from EBMUDPP’s fiduciary net position
have been determined on the same basis as they are reported by EBMUDPP. For this
purpose, benefit payments (including refunds of employee contributions) are recognized
when due and payable in accordance with the benefit terms. Investments are reported at
fair value.
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Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 2 — Summary of Significant Accounting Policies: (continued)
15. Leases

In June 2017, the GASB issued Statement No. 87, Leases, which will increase the
usefulness of governments’ financial statements by requiring reporting of certain lease
liabilities that currently are not reported. It will enhance comparability of financial
statements among governments by requiring lessees and lessors to report leases under a
single model. This statement also will enhance the decision-usefulness of the information
provided to financial statement users by requiring notes to financial statements related to
the timing, significance, and purpose of a government’s leasing arrangements. This
statement is effective for reporting periods beginning after June 15, 2021. The District
adopted the provision of GASB 87 in the prior year but the implementation resulted in no
change to the financial statements.

NOTE 3 — Cash and Investments:

The District’s depository banks are to approve pledged securities for safekeeping and
trust with the District’s agent bank in amounts sufficient to protect District funds on a
day-to-day basis. The pledge of approved securities is waived only to the extent of the
depository bank’s dollar amount of Federal Deposit Insurance Corporation (FDIC)
insurance.

The District’s cash deposits in its depository bank at September 30, 2023, and throughout
the fiscal year then ended were covered by FDIC insurance or by pledged collateral held
by the District’s agent bank in the District’s name.

The Public Funds Investment Act (PFIA) contains specific provisions in the area of
investment practices, management reports, and the establishment of appropriate policies.
It requires the District to adopt, implement, and publicize an investment policy that must
address the following areas: (1) safety of principal and liquidity, (2) portfolio
diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates of
return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum
average dollar-weighted maturity allowed based on the stated maturity date for the
portfolio, (8) investment staff quality and capabilities, and (9) Bid solicitation preferences
for certificates of deposit.

State statutes and the District’s investment policy authorize investments in (1) obligations
of the United States or its agencies and instrumentalities; (2) obligations of the State of
Texas or its agencies; (3) guaranteed or secured certificates of deposits issued by state or
national banks domiciled in Texas; (4) fully collateralized repurchase agreements; (5)
bankers acceptances; (6) money market mutual funds and no-load mutual funds; and (8)
public investment pools.
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Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

All temporary investments are certificates of deposit, reported at value at statement date,
and are secured when necessary by the FDIC. The District does not currently hold any
temporary investments.

NOTE 4 — Property Taxes:

Property taxes are levied by October 1 on the assessed value listed the prior January 1 for
all real and business personal property located in the District. Taxes are due on the
receipt of the tax bill and are delinquent if not paid before February 1 of the year
following the levy. Delinquent taxes are subject to both penalty and interest charges plus
15% delinquent collection fees for attorney costs.

There were no taxes levied for the fiscal year ending September 30, 2023.
Property within the District is assessed by the Smith County Appraisal District and taxes

due the District are collected by the Smith County Tax Collector and remitted to the
District.

NOTE 5 — Capital Assets

Capital asset activity for the fiscal year ended September 30, 2023, was as follows:

Balance Balance
9/30/22 Additions Deletions 9/30/23
Capital Assets not Being Depreciated:
Land & Easements $ 174,654 $ 7117 8§ - $ 181,771
Construction-in-Progress - 142,725 - 142,725
Total Capital Asset not Being Depreciated 174,654 149,842 - 324,496
Capital Assets Being Depreciated:
Water System 4,958,502 189,010 - 5,147,512
Sewer System 4,857,731 8,369 - 4,866,100
Other Equipment 213,496 1,589 - 215,085
Roads & Bridges Capital Assets 1,427,303 - - 1,427,303
Total Capital Assets Being Depreciated 11,457,032 198,968 - 11,656,000
Less Accumulated Depreciation (6,261,285) (359,455) - (6,620,740)
Net Capital Assets $ 5370401 $  (10,645) $ - $ 5359756
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Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 6 — Long Term Debt

In December 2015, an arrangement was reached, with TCEQ and the State Attorney
General to borrow $1,080,000, designated the Series 2015 note, from Southside Bank to
retire the note with Capital One Bank. The interest rate of the new note is 2.55%
compared to the 4.18% rate on the Capital One note. Payments on the Series 2015 note
are $9,698 per month through June 2026.

In March 2013, the District entered into an interim financing agreement with Southside
Bank to borrow $250,000 to be used to fund engineering design and preliminary
expenditures for an upgrade of the water distribution system. This note was repaid in
August 2014 using funds from the 2014 revenue note.

In the fiscal year ended September 30, 2014, the TCEQ approved a project which is
essentially a reconstruction of the water distribution system. A revenue note, Series
2014, was arranged with Southside Bank to finance the project. The note is for
$3,900,000 at 3.5% interest for twenty years, from October 1, 2014 to 2034.

Revenues are collected from the residents of Emerald Bay to fund the payments of all
notes.

All loan covenants compliances were met.

Debt outstanding at September 30, 2023, all revenue notes, was as follows:

Interest Maturity Original Amount
Rate Date Amount Outstanding
Southside Bank, Series 2014 3.50% 2034 3,900,000 $ 2,481,610
Southside Bank, Series 2015 2.55% 2026 1,080,000 297,340
$ 2,778,950

The following is a summary of the long-term debt transactions for the year ended
September 30, 2023:

Balance Balance

9/30/22 Additions Reductions 9/30/23
Southside Bank, Series 2014 $ 2,663,422 $ - $ 181,812 $ 2,481,610
Southside Bank, Series 2015 405,044 - 107,704 297,340
$ 3,068,466 $ - $ 289,516 $ 2,778,950

Interest paid for the District’s long-term debt was $94,788 for the year ended September
30, 2023.
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NOTE 6 — Long Term Debt: (continued)

The following is a summary of the maturities of revenue notes at September 30, 2023:

Southside Bank Series 2014 Southside Bank Series 2015 Grand Totals
Year End Total
September Principal Interest Principal Interest Principal Interest .

30, Requirements
2024 188,279 83,855 110,024 6,088 298,303 89,943 388,247
2025 194,975 77,158 112,862 3,250 307,837 80,408 388,245
2026 201,909 70,225 74,454 2,954 276,363 73,179 349,542
2027 209,091 63,042 - - 209,091 63,042 272,133
2028 216,528 55,606 - - 216,528 55,606 272,134

2029-2034 1,470,828 161,973 - - 1,470,828 161,973 1,632,801
Total $ 2,481,610 $ 511,858 $ 297,340 $ 12,292 $ 2,778,950 $ 524,150 $ 3,303,100

NOTE 7 — Risk Management:

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters. The District carries
commercial insurance for all these types of risks of loss, including commercial building
and property, vehicle collision, liability, and comprehensive and public official’s liability.

NOTE 8 — Water and Sewer Service Rates:

The District services the communities of Emerald Bay, Mallard’s Cove, and a portion of
Windcliff Harbor. The District has approximately 651 customers who pay a base sewer
rate each month of $48.87 for residential customers and $61.81 for commercial
customers. There are approximately 611 customers who pay a base water rate of $72.33
per month for residential customers and $73.64 for commercial customers, plus an
additional amount for water usage over a minimum of 2,000 gallons per month.

NOTE 9 — Retirement Plan:

On October 1, 2012, the District began participation in the Texas County & District
Retirement System (TCDRS) for the benefit of its permanent full-time employees.
TCDRS was created in 1967 as a not-for-profit organization by the Texas Legislature.
TCDRS receives no funding from the State of Texas, nor does it charge fees to member
employers or their employees. The intent of TCDRS is to provide retirement funds for
member’s employees through sound investment policies monitored to ensure adequate
return and safety of the investments.
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NOTE 9 — Retirement Plan: (continued)

TCDRS is a qualified retirement plan under Section 401(a) of the Internal Revenue Code.
The TCDRS Act (Subtitle F, Title 8, Texas Government Code) is the basis for
administration of the retirement system. TCDRS issues a publicly available
comprehensive annual financial report (CAFR). The CAFR is available upon written
request from the board of trustees at P. O. Box 2034, Austin, Texas 78768-2034 or can be
viewed at www.tcdrs.org.

The District’s pension plan, Emerald Bay Municipal Utility District Pensions Plan
(EBMUDPP), provides pension and death benefits for all permanent full-time employees
of the District. EBMUDPP is a single-employer defined pension plan administered by
TCDRS. Employees may retire at age 60 with 10 years of service, if age plus years of
service total 80, or at any age with 30 years of service.

Member employers choose the rate of withholding for employees. TCDRS then
determines actuarially the rate by which the employer contributes to the plan. The
combination of the two rates and the earnings of the funds in the plan is designed to
provide retirement funds at the time of employee retirement. The rate of employee
contribution is 4% of earnings and the current employer rate of contribution is 1.30%.
The employer rate is reviewed annually and may change.

Employees covered

At the December 31, 2022 valuation and measurement date, the following employees
were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits
Inactive employees entitled to but not yet receiving benefits 9
Active employees

Contributions

The District has the authority to establish and amend the contribution requirements of the
EBMUDPP. The District establishes rates based on an actuarially determined rate
recommended by an independent actuary. The actuarially determined rate is the
estimated amount necessary to finance the costs of benefits earned by the employees
during the year, with an additional amount to finance any unfunded accrued liability. The
District is required to contribute the difference between the actuarially determined rate
and the contribution rate of employees. For the year ended September 30, 2023, the
average active employee contribution rate was 4.0 percent of annual pay, and the
District’s contribution rate was 1.30 percent. The district’s contributions to TCDRS for
the year ended September 30, 2023, were $1,916 and were equal to the required
contributions.

23



Emerald Bay Municipal Utility District
Notes to Financial Statements
For the Year Ended September 30, 2023

NOTE 9 — Retirement Plan: (continued)

Net Pension Liability/(Asset)

The District’s net pension liability/(asset) was measured on December 31, 2022, and the
total pension liability used to calculate the net pension liability/(asset) was determined by
an actuarial calculation at that date.

Actuarial assumptions

The total pension liability in the December 31, 2022, actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the

measurement:
Inflation 2.50%
Salary increases 4.70% over career including inflation
Investment rate of return 7.50% net of administrative and investment

expenses, including inflation

In the 2015 actuarial valuation, assumed life expectancies were adjusted as a result of
adopting a new projection scale (110% of the MP-2014 Ultimate Scale) for 2014 and
later. Previously Scale AA had been used. The base table is the RP-2000 table projected
with Scale AA to 2014.

The actuarial assumptions used in the December 31, 2018, valuation were based on the
results of an actuarial experience study for the period January 1, 2017 — December 31,
2020, except where required to be different by GASB 68. The economic assumptions
were reviewed at the March 2021 TCDRS Board of Trustees meeting and revises
assumptions were adopted. These revisions included reductions in the investment return,
wage growth, and maximum payroll growth assumptions. The assumptions are reviewed
annually for continued compliance with the relevant actuarial standards of practice.

Long-Term Expected Rate of Return

The long-term expected rate of return on TCDRS assets is determined by adding
expected inflation to expected long-term real returns, and reflecting expected volatility
and correlation. The capital market assumptions and information shown below are
provided by TCDRS’ investment consultant, Cliffwater LLC. The numbers shown are
based on January 2023 information for a 10 year time horizon.
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NOTE 9 — Retirement Plan: (continued)

The valuation assumption for long-term expected return is re-assessed at a minimum of
every four years, and is set based on a long-term time horizon. The TCDRS Board of
Trustees adopted the current assumption at their March 2021 meeting. The assumption
for the long-term expected return is reviewed annually for continued compliance with the
relevant actuarial standards of practice. Milliman relies on the expertise of Cliffwater in
this assessment.

The target allocation and best estimates of geometric real rates of return for each major
asset class are summarized in the following table:

Asset Class Target Allocation Geometric Real Rate of Return
US Equities 11.50% 4.95%
Global Equities 2.50% 4.95%
International Equities - Developed Mkts 5.00% 4.95%
International Equities - Emerging Mkts 6.00% 4.95%
Investment Grade Bonds 3.00% 2.40%
Strategic Credit 9.00% 3.39%
Direct Lending 16.00% 6.95%
Distressed Debt 4.00% 7.60%
REIT Equities 2.00% 4.15%
Master Limited Partnerships (MLPs) 2.00% 5.30%
Private Real Estate Partnerships 6.00% 5.70%
Private Equity 25.00% 7.95%
Hedge Funds 6.00% 2.90%
Cash Equivalents 2.00% 0.20%
Total 100.00%
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NOTE 9 — Retirement Plan: (continued)

Changes in the Net Pension Liability/ (Asset)
Increase / (Decrease)

Total Plan
Pension Fiduciary Net = Net Pension
Liability Position Liability
(a) (b) (a) - (b)
Balance at 12/31/2021 $ 25971 $ 80,436 $ (54,465)
Changes for the year:
Service cost 10,350 - 10,350
Interest on total pension liability 2,723 - 2,723
Effect of plan changes - - -
Effect of economic/demographic gains or los (1,865) - (1,865)
Effect of assumptions changes or inputs - - -
Refund of Contributions (1,003) (1,003) -
Contributions - employer - 1,916 (1,916)
Contributions - employee - 5,895 (5,895)
Net investment income - (5,296) 5,296
Benefit payments - - -
Administrative expenses - (49) 49
Other changes - 1,026 (1,026)
Net changes $ 10,205 $ 2,489 $ 7,716
Balance at 12/31/2022 $ 36,176 $ 82,924 $ (46,749)

Sensitivity of the net pension liability/ (asset) to changes in the discount rate

The following presents the net pension liability/ (asset) of the District, calculated using the
discount rate of 7.60%, as well as what the District’s net pension liability would be if it
was calculated using a discount rate that is 1 percentage point lower (6.60%) or 1
percentage point higher (8.60%) than the current rate:

Discount Discount Discount
Rate Rate Rate
(6.6%) (7.6%) (8.6%)

District's Net Pension Liability  $ (42,730) $ (46,749) $ (50,121)

Pension plan fiduciary net position

Detailed information about the pension plan’s fiduciary net position is available in the
separately issued EBMUDPP financial report.
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NOTE 9 — Retirement Plan: (continued)

Net Pension Liability/(Asset)

The District’s net pension liability/ (asset) was measured December 31, 2022, and the
total pension liability used to calculate the net pension liability/ (asset) was determined

by an actuarial valuation as of that date.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources

Related to Pensions

As of December 31, 2022, the deferred inflows and outflows of resources are as follows:

Deferred Deferred

Outflows of Inflows of

Resources Resources
Differences between expected and actual economic experience $ 778 $ 18,324
Changes in actuarial assumptions 800 415
Difference between projected and actual investment earnings 9,670 7,773
Contributions subsequent to the measurement date 736 -
Total $ 11,984 $ 26,512

Amounts currently reported as deferred outflows of resources and deferred inflows of
resources related to pensions excluding contributions made subsequent to the

measurement date, will be recognized in pension expense as follows:

Year ended Dec 31:

2023 $  (4,805)
2024 (2,311)
2025 (2,010)
2026 221
2027 2,118
Thereafter (4,240)
Total $ (11,027)
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NOTE 10 — Other Post-Employment Benefits:

The District participates in a cost-sharing multiple-employer defined-benefit group-term
life insurance plan operated by the Texas County & District Retirement System
(TCDRS). This plan is referred to as the Group Term Life Fund (GTLF). This optional
plan provides group term life insurance coverage to current eligible employees and, if
elected by employers, to retired employees. The coverage provided to retired employees
is a post-employment benefit other than pension benefits (OPEB). Retired employees are
insured for $5,000.

The GTLF is a separate trust administered by the TCDRS Board of Trustees. TCDRS
issues a publicly available comprehensive annual financial report (CAFR) that includes
financial statements and required supplementary information for the GTLF. This report is
available at www.tcdrs.org. TCDRS' CAFR may also be obtained by writing to the Texas
County & District Retirement System, P.O. Box 2034, Austin, TX 78768-2034, or by
calling 800-823-7782.

Each participating employer contributes to the GTLF at a contractually required rate. An

annual actuarial valuation is performed and the contractual rate is determined using the
unit credit method for providing one-year term life insurance.

NOTE 11 - Subsequent Events:
The District has evaluated subsequent events through January 15, 2024, the date

that the financial statements were available to be issued and found that there were
no events that were required to be disclosed.
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EMERALD BAY MUNICIPAL UTILITY DISTRICT

BUDGET COMPARISON SCHEDULE

REQUIRED SUPPLEMENTARY INFORMATION

Revenues
Charges for Services
Initiation Fees
Other Revenues
Total Revenues

Expenses
Accounting Audit & Legal Fees
Engineering & Consulting
Insurance
Licenses & Assessments
Miscellaneous
Office & Collections
Payroll
Temp Service Employees
Plant Operating
Repairs & Maintenance
Utilities
Depreciation

Total Expenses

Revenues in Excess of or
(Deficient) of Expenses

Other Revenues (Expenses)
Interest Income
Miscellaneous Income
Interest Expense
Miscellaneous Expense
Net Other Revenue (Expense)
Change in Net Position

Beginning Net Position

Ending Net Position

See accompanying notes to the financial statements

PROPRIETARY FUND
September 30, 2023
Original Amended
Budget Amendments Budget Actual Variance
980,666  § 56,438 $ 1,037,104 $ 1,137,016 $ 99,912
88,000 (12,000) 76,000 46,000 (30,000)
49,833 205 50,038 31,522 (18,516)
1,118,499 44,643 1,163,142 1,214,538 51,396
14,970 15,571 30,541 28,429 (2,112)
12,830 (5,003) 7,827 5,737 (2,090)
17,081 13,205 30,286 16,728 (13,558)
2,860 (152) 2,708 4,605 1,897
23,310 (11,258) 12,052 5,071 (6,981)
45,625 5,770 51,395 45,983 (5,412)
144,216 88,257 232,473 164,086 (68,387)
- 7,809 7,809 72,507 64,698
22,338 21,585 43,923 37,384 (6,539)
66,702 138,391 205,093 104,945 (100,148)
88,300 31,730 120,030 102,482 (17,548)
397,126 - 397,126 359,455 (37,671)
835,358 305,905 1,141,263 947,412 193,851
283,141 (261,262) 21,879 267,126 245,247
20,730 (6,947) 13,783 25,650 11,867
630 5,274 5,904 37,010 31,106
(116,970) 223,011 106,041 (94,788) (200,829)
- - - (5,997) (5,997)
(95,610) 221,338 125,728 (38,125) (163,853)
187,531 (39,924) 147,607 229,001 81,394
5,392,857 - 5,392,857 5,392,857 -
$ 5,580,388 $ (39,924) § 5,540,464 § 5,621,858 $ 81,394

30



Ie

SJUSWIOIL)S [BIOURUL O} Sojou SurAuedwoode 009

[[0148¢{ d3Ko1dwy pa.da0)) jo

%t 1- %66~ %97 6 %ST°01- %1S°6 %0S L1~ %2S 0T %20°9%- %CL 1€ 938U € st NIl UoISudJ 39N
98Y°0€T$  OIL'SPIS  SOS'SHIS  199°GST$  $6LTILS  TIOLITS  TLO9ITS  6SEQITS  99€°LbIS [101£e g daLo1dwy pardsro)
AIqery uoisua  [8)o], Jo
%EOTIT  %LT6VT  %6S VLT %0L9ST  %ST'TPL  %LESPT  %EL'SYT  %IL60€  %ET 67T 93.1udd19( © se uonisod 1ou Arenply ue|d
(6L8°T) § (seL'8) & (Lov'eD)§ (96L61)$  (6L¥°SD)S (285000 (0Z8€D)$  (S9PvS)§  (6vL9b) $ (q)-(v) = 3urpud ‘gsrasse)/Anpiqer| uonisod 1N
9IF91 §  €9¥9T §  TTSIEC $  LSO'EF $§  961°CS $ 66089 §  0I6SL $  9E¥08 §  ST6TY $ (q) Surpuy - uonisod PN ArenpLy ueld
65S0°8 LI¥91 £9%°9C [44Sits LSYEY S61°CS 6£0°89 016°SL 9€¥°08 Suruuidag - uonisod 9N Arenpry ue|d
LSE'S 9v0°01 650°S SEITI 6£5°8 Pr8°SI 1L8°L 97S‘Yy 681°C uonisoq PN Arernpry ugpd ur daduey)) JON
(D (2) PIO°T 66 €LT (44 43 (082) 920°T REYIiTe)
(on) (C19) (z0) (62) (1) () (99) (1) (61) sasuadxa SATENSIUTPY
(€L2°1) - (958°L) (296°1) - - (0Lg') (800°L1) (€00°1) SuoOnNQLIUOd Jo spunjal/syuswiied Jouog
TS (991) $10°C 61LY (1) 958 1€0°L SSHST (962°¢) $0SUdXd JUSUIISIAUL JO J0U SWIOIUT JUSSIAU]
61C°S 878°S 078°S 9779 €159 YOLY S RY vEL'Y S68°S SUONNQLIUOD I3UISA
106§ or't § 680 $  TSOC $  LOST $  9L€T 0§ I6ST $ 6991 § 9161 $ suonnqryuod 1Lordwyg
uonisod N Arerdnpry ued
LESHT §  8TLLL $  SSO'ST $  19%°LC §  LIL9E $§  LSHLY § 060CS $ 1L6ST $  9L1°9¢ $ (®) Surpuj - KyIqery uoisudd [BI0],
909°L LESPI STLLI SS0°81 198°LT LIL°9€ LSY' LY 060°CS 1L6°ST Suruurdag - AIIqery uorsud [elof,
1€6°9 161°¢ LTE 908°6 968°8 0vL01 €€9°Y (611°92) S0Z°01 AIqery uorsua  [B)0 ], ur 93uey)) 9N
(€LT1) - (958°L) (296°1) - - (0Lg%s) (800°L1) (€00°1) suonnqLyuod jo spunya/syuswiAed jyousg
6L (£98°9) (S€€p) LTTT (0co°L) (091) (zo1°9) (LLS*ST) (598°1)  sasso[ 10 (sureg) drydeISowap,/dIUou0dd JO Y
- ©©~ - @N - - ﬁhﬁnm Ammmv - mazmﬁﬁ I0 mowgwao QOEQESmmm wo aoo,@m
- (80%) - - - - - - - sagueyo ueyd Jo 100139
S8 LIS°T 6SS°1 v66°1 8LT€C 896°¢ STy S6LE €TLT Ayiqer] uorsuad (€303 UO 3saI3U]
ILTL $ €888 § 65601 § ITSL $  809TI $ TEEL $ 189°L $  +v0T9 $  0SE01 S 180D JIAIDG
A1iqery uorsua  [e)o],
¥10T S102 910T L10T 8102 610C 0202 1202 20T
~m HUQEUOOQ ﬁo@ﬁo .SND.W

(paerdsip aq APyewnn [[IM) SABIX (] ISE]
soney pajey pue (Jssy)/ANIqer] uoisudd 3PN ul saZuey)) Jo JNpayds
LOTILSIA ALI'TLLN TVAIDINNIN AV A TVIAINA



[43

SJUQWIAE)S [eIOURULJ 0) SAjou Fulkuedwoode 90g

%20°¢~ %I18°C %861~ %S 1- %20°C- %LET- %It 1- %9¢'1 %0€'T [101Ke dakofdury pa1aA0) jo dFeIURId € St SuonNqLIU0))

LOLSP1 $ SOS‘SHT $ 199°SST $ Y6LTI1 $ TI9'LTT $ 1L0°9T1 S 6€S°8TI S €90°TST S 99¢€°LyT S [[014eq 9akojduwry paida0)

T08°8 §  8LI'S $  ¥91°9 $  vI0S §  TSLYy $§  08I¢ §  sege § - § - $ ($590x9) KoUSIdYSP UOHNGLIUO))

0ty 680 780°¢ LOST 9LET 065°T 699°1 (850°0) 16’1 uonNQLIUOD POUTULIANOP A[[ELIENIOE 3} O) UOE[AL Ul SUONINQLIUOD)

00%'t $ 6807 $ 780°€ $ LOS'T $ 9LET $ 06S°1 $ 699°1 $ 850°C $ 916°1 $ uonnqLIu0)) pauIuLIdId( A[[BHERNOY
S10C 9102 L10T 8102 610T 0202 1202 Te0t €202

(paAeldsIp 3q APyewnN [[IM) SI1LIX [EISIY O] ISe]
suopnqripuo)) JLojdwy jo Mpayas
LORILSIA ALI'TLLA TVAIDINAN AVE A TVIANA



EMERALD BAY MUNICIPAL UTILITY DISTRICT
NOTES TO SCHEDULE OF EMPLOYER CONTRIBUTIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2023

Valuation Date:
Notes

Actuarially determined contribution rates are calculated as of December 31,
two years prior to the end of the fiscal year in which the contributions are
reported.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method
Amortization Method
Remaining Amortization Period
Asset Valuation Method
Inflation

Salary Increases

Investment Rate of Return

Retirement Age

Mortality

Other Information:

Entry Age

Level Percentage of Payroll, Closed

0 years (based on contribution rate calculated in 12/31/19 valuation)

5-year smoothed market

2.75%

Varies by age and service. 4.9% average over career including inflation.

8.0%, net of investment expenses, including inflation.

Members who are eligible for service retirement are assumed to commence
receiving benefit payments based on age. The average age at service retirement
for recent retirees is 61.

130% of the RP-2014 Healthy Annuitant Mortality Table for males and 110%
of the RP-2014 Healthy Annuitant Mortality Table for females, both projected
with 110% of the MP-2014 Ultimate scale after 2014.

There were no benefit changes during the year.
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Supplementary Information
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EMERALD BAY MUNICIPAL UTILITY DISTRICT
SCHEDULE OF SERVICES AND RATES
September 30, 2023

1. Services provided by the District during the fiscal year:
Retail Water and Retail Wastewater

2. Retail Service Rates

a.  Retail rates for a 5/8' meter or (equivalent)

Rate per 1,000

TSI-1

I\/gll;r;luem MSISI ;nl;m Flat Rate Y/N Gallons Over
& & Minimum Use
Water $ 7233 2,000 N $ 3.25
Wastewater
Residential $  48.87 N/A Y N/A
Commercial $ 61.81 N/A Y N/A
District employs winter averaging for wastewater usage: NO
Total Charges per 10,000 gallons usage: Water: $ 104.32
Wastewater:
Residential $ 48.87
Commercial $ 61.81
b. Water and Wastewater Retail Connections
Meter Size Total. ACth.e ESFC Factor Active ESFC's
Connections Connections
Unmetered - - 1.0 -
5/8-3/4" 587 587 1.0 587.0
1" 22 22 2.5 55.0
1.5" 2 2 5.0 10.0
2" - - 8.0 -
Total Water 611 611 652.0
Total Wastewater 651 651 1.0 651.0

3. Total Water Consumption during the fiscal year (rounded to the nearest thousand):

Gallons pumped into the system 77,257,886
Gallons billed to customers 69,342,576
Water Accountability Ratio 0.89754
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EMERALD BAY MUNICIPAL UTILITY DISTRICT
SCHEDULE OF PROPRIETARY FUND EXPENDITURES
September 30, 2023

Personnel Expenditures (Including Benefits)

Temporary Employment Services

Professional Fees:
Accounting
Legal
Engineering

Contracted Services:
Testing

Utilities
Repairs and Maintenance

Administrative Expenditures
Office
Insurance
Licenses
Interest
Other Administrative Expenses

Other Expenses
Plant Operating
Chlorine Supplies
Sludge Handling

Total Expenditures
Number of Employees

Full Time
Part Time
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TSI-2

164,086

72,507

15,204
13,225
5,737

5,583
102,482

104,945

45,983
16,728

4,605
94,788
11,563

4,211
14,754
12,836

689,237



TSI-5
EMERALD BAY MUNICIPAL UTILITY DISTRICT
SCHEDULE OF LONG-TERM DEBT SERVICE REQUIREMENTS

September 30, 2023
Fiscal Years 2014 Revenue Note 2015 Revenue Note Total for All Revenue Notes
Ending 9/30 Principal Interest Total Principal Interest Total Principal Interest Total

2024 § 188,279 $ 83,855 $ 272,134 $110,024 $ 6,088 $116,112 $ 298,303 $ 89,943 $ 388,246

2025 194,975 77,158 272,133 112,862 3,250 116,112 307,837 80,408 388,245
2026 201,909 70,225 272,134 74,454 2,954 77,408 276,363 73,179 349,542
2027 209,091 63,042 272,133 - - - 209,091 63,042 272,133
2028 216,528 55,606 272,134 - - - 216,528 55,606 272,134
2029 224,229 47,904 272,133 - - - 224,229 47,904 272,133
2030 232,204 39,930 272,134 - - - 232,204 39,930 272,134
2031 240,463 31,670 272,133 - - - 240,463 31,670 272,133
2032 249,015 23,119 272,134 - - - 249,015 23,119 272,134
2033 257,872 14,261 272,133 - - - 257,872 14,261 272,133
2034 267,045 5,088 272,133 - - - 267,045 5,088 272,133

$2,481,610 $511,858 $2,993,468 $297,340 $12,292 $309,632 $2,778,950 $524,150 $3,303,100
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ANALYSIS OF CHANGES IN LONG-TERM DEBT (Revenue Notes)

Interest Rate
Dates Interest Payable
Maturity Dates
Balance Outstanding at Beginning of Year
Notes Incurred During Current Year
Retirements During Current Year
Balances Outstanding at End of Year
Interest Paid During Year
Bond Authority

Amount Authorized by Board

Amount Issued
Amount Remaining to be Issued

EMERALD BAY MUNICIPAL UTILITY DISTRICT

TSI-6

Debt Service Fund Cash/Temporary Investments as of September 30, 2023

Average Annual Debt Service Requirements for Remaining Term of all Revenue Notes

September 30, 2023
Southside
Southside Bank Southside Southside BankSeries
Series 2010B BankSeries 2014  BankSeries 2015 2017 Totals
2.3% 3.5% 2.55% 2.30%
Monthly Monthly Monthly Monthly
May 2021 Sept 2034 June 2026 October 2020
$ $ 2,663,422 $ 405,044 $ - $ 3,068,466
- - | -
181,812 107,704 - $ 289,516
$ $ 2,481,610 $ 297,340 $ - $ 2,778,950
$ $ 90,321 $8,408 $ - $ 98,729
Tax Bonds Revenue Notes Refund Bonds Refund Bonds
$ $ 6,479,950 $ - $ -
6,479,950 - -
$ $ - $ -8 -
$ -
$ 307,612
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District Mailing Address:

District Business Telephone Number:

EMERALD BAY MUNICIPAL UTILITY DISTRICT
BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS

September 30, 2023

155 La Salle Drive, Bullard, Texas 75757
903-825-6960

TSI-8

Term of Expense

Name and Address Office Reimbursement Title Resident

Board Members:

William F. Harris (Elected) $ 9,397 President Yes
May 2020 - May 2024

Cayla Washburn (Elected) $ - Treasurer Yes

November 2022 - May 2026
Inge Grant (Appointed) $ - Vice President Yes
February 2022 - May 2024

Dwight Cole (Elected) $ - Vice President Yes
May 2022 - May 2026

Becky Kilpatrick (Elected) $ - Secretary Yes
May 2020 - May 2024

Key Administrative Personnel:

Investment Officer:

Cayla Washburn

107 Newport Ln

Bullard, Texas 75757

Consultants:

The C.T. Brannon Corp. $ 5,903

P.O. Box 7487

Tyler, Texas 75711

Patrick Law Offices $ 5,628

PO Box 938

Lindale, Texas 75771

Acker & Company, CPA's $ 15,205

1614 West Grande Blvd

Tyler, Texas 75703

Mathews & Freeland LLC $ 7,271

West Park Suite 240

8140 N Mopac Exressway

Austin, TX 78759-8884

*** Fees of office are the amounts actually paid to the director during the District's fiscal year
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BB Gollob Morgan Peddy
]

CERTIFIED PUBLIC ACCOUNTANTS

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

Independent Auditors’ Report

To the Board of Directors of
Emerald Bay Municipal Utility District

We have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of Emerald Bay Municipal Utility
District as of and for the year ended September 30, 2023 and the related notes to the financial statements, which
collectively comprise Emerald Bay Municipal Utility District's basic financial statements, and have issued our report
thereon dated January 15, 2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Emerald Bay Municipal Utility
District’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of Emerald Bay Municipal Utility District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Emerald Bay Municipal Utility District’s internal
control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit, we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Report on Compliance and Other Matters

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

Gollob Morgan Peddy PC member of

1001 ESE Loop 323, Suite 300, Tyler, TX 75701 o

Tel 903-534-0088 Fax 903-581-3915 www.gmpcpa.com CPAMerica s
Members American Institute of Certified Public Accountants and Private Companies Practice Section Member ”\ Crowe Global™
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Purpose of this Report

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

%a//mé %W ﬁw&? AC

Certified Public Accountants

Tyler, Texas
January 15, 2024

Gollob Morgan Peddy PC member of

1001 ESE Loop 323, Suite 300, Tyler, TX 75701 .
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