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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of the
Orange Economic Development Corporation

Report on the Financial Statements

We have audited the accompanying basic financial statements of the Orange Economic
Development Corporation (the “Corporation”), a component unit of the City of Orange, Texas,
as of and for the year ended September 30, 2019, and the related notes to the financial statements,
which collectively comprise the Corporation’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

The Corporation’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 opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. 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.

Opinion

In our opinion the financial statements referred to above present fairly, in all material respects,
the respective financial position of the Corporation as of September 30, 2019 and the results of its
operations for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

Other Matter
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information 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.

WAJ;W4 Ca.

BrooksWatson & Co., PLLC
Certified Public Accountants

Houston, Texas
April 21, 2020
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Orange Economic Development Corporation

MANAGEMENT'’S DISCUSSION AND ANALYSIS (MD&A)
September 30, 2019

As management of the Orange Economic Development Corporation (the “Corporation”), we offer

readers of the Corporation’s financial statements this narrative overview and analysis of the financial
activities of the Corporation for the fiscal year ended September 30, 2019.

Financial Highlights

e The Corporation's total combined net position is $5,003,942 at September 30, 2019. A portion of
which, $2,973,736, is restricted for economic development.

e At the close of the current fiscal year, the Corporation’s general fund reported a fund balance of
$3,449,665, a decrease of $366,868, which is due to current year expenditures exceeding
revenues.

e The Corporation had an overall decrease in net position of $15,864.

Overview of the Financial Statements

The discussion and analysis provided here are intended to serve as an introduction to the
Corporation’s basic financial statements. The Corporation’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
Corporation’s finances, in a manner similar to a private-sector business.

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

The statement of activities presents information showing how the Corporation’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., earned but unused vacation leave).



Orange Economic Development Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2019

FUND FINANCIAL STATEMENTS

Funds may be considered as operating companies of the Corporation. They are usually segregated for
specific activities or objectives. The Corporation uses fund accounting to ensure and demonstrate
compliance with finance-related legal reporting requirements. The Corporation only utilizes one
governmental fund, the general fund.

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 year. Such
information may be useful in evaluating the Corporation’s near-term financing requirements.

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

The Corporation maintains one individual governmental fund. Information is presented in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,

and changes in fund balance for the general fund which is considered to be a major fund.

The Corporation adopts an annual budget for its general fund. A budgetary comparison schedule has
been provided to demonstrate compliance with general fund budget.

Notes to Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
are the last section of the basic financial statements.

Other Information
In addition to the basic financial statements, MD&A, and accompanying notes, this report also presents

certain Supplementary Information. This includes a budgetary comparison schedule for the general
fund which can be found after the basic financial statements.



Orange Economic Development Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2019

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted previously, net position may serve over time as a useful indicator of the Corporation’s
financial position. For the Corporation, assets exceed liabilities by $5,003,942 as of September 30, 2019.

Current and other assets decreased by $337,921 due primarily to cash used for capital outlay in the
current year.

Long-term liabilities decreased by $344,779 due to principal payments occurring in the current year.
Statement of Net Position:

The following table reflects the condensed Statement of Net Position:

2019 2018
Governmental Governmental

Activities Activities $ Change % Change

Current and
other assets $ 3,508,345 $ 3,846,266 $ (337,921) -9%
Capital assets 7,046,504 7,041,654 4,850 0%
Total Assets 10,554,849 10,887,920 (333,071) -3%
Other liabilities 86,035 58,463 27,572 47%
Long-term liabilities 5,464,872 5,809,651 (344,779) -6%
Total Liabilities 5,550,907 5,868,114 (317,207) -5%

Net Position:
Net investment in capital assets 1,596,504 1,246,654 349,850 28%
Restricted 3,407,438 3,773,152 (365,714) -10%
Total NetPosition $ 5,003,942 $ 5,019,806 $ (15,864) 0%




Orange Economic Development Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued

Statement of Activities:

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

September 30, 2019

2019 2018
Governmental Governmental

Activities Activities $ Change % Change

Revenues

General revenues:

Sales taxes 1,703,378 1,809,017 $ (105,639) -6%
Investment income 56,887 6,074 50,813 837%
Other revenues 12,281 12,094 187 2%
Total Revenues 1,772,546 1,827,185 (54,639) -3%

Expenses
Economic development 1,615,514 751,707 863,807 115%
Interest and fiscal charges 172,896 177,640 (4,744) -3%
Total Expenses 1,788,410 929,347 859,063 92%
Change in Net Position (15,864) 897,838 (913,702) -102%
Beginning Net Position 5,019,806 4,121,968 897,838 22%
Ending NetPosition $ 5,003,942 $ 5,019,806 (15,864) 0%

For the year ended September 30, 2019, revenues totaled $1,772,546. This represents a decrease of
$54,639 when compared to the prior year primarily due to lower sales tax revenues due to the prior
year being higher than usual due to Hurricane Harvey rebuilding efforts.

The cost of all governmental activities this year was $1,788,410. This represents an increase of $859,063
or 92% when compared to the previous year. This increase is primarily due to significant economic
development reimbursements in the current year.

FINANCIAL ANALYSIS OF THE CORPORATION’S FUNDS
As noted earlier, fund accounting is used to demonstrate and ensure compliance with finance-related

legal requirements.

Governmental Funds - The focus of the Corporation’s governmental funds is to provide information of
near-term inflows, outflows and balances of spendable resources. Such information is useful in




Orange Economic Development Corporation

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2019

assessing the Corporation’s financing requirements. In particular, unassigned fund balance may serve
as a useful measure of the Corporation’s net resources available for spending at the end of the year. At
the close of the current fiscal year, the Corporation’s general fund reported a fund balance of
$3,449,665, a decrease of $366,868, which is due to current year expenditures exceeding revenues.

CAPITAL ASSETS

Capital assets totaling $7,046,504 have been recognized within the Statement of Net Position. The only
capital asset activity in the current year was annual depreciation.

More detailed information about the Corporation’s capital assets is presented in the notes to the
financial statements.

LONG-TERM DEBT

At the end of the current year, the Corporation had outstanding sales tax revenue bonds of $5,450,000.
The Corporation made $345,000 of principal payments in the current year.

More detailed information about the Corporation’s long-term debt is presented in the notes to the
financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Board of Directors and management are committed to maintaining and improving the overall
wellbeing of the Corporation and increased economic development in the City of Orange, Texas.
Beginning in March 2020, the Corporation began dealing with the COVID 19 national disaster. The
Corporation is still in the midst of the disaster and determining the impact to the City, and will adjust
their plans accordingly as more information becomes available.

CONTACTING THE CORPORATION’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens with a general overview of the Corporation's
finances and to show the Corporation's accountability for the money it receives. If you have questions
about this report or need additional financial information, contact the Corporation's business office, at
Orange Economic Development Corporation, P.O. Box 520, Orange, Texas 77631.
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Orange Economic Development Corporation

STATEMENT OF NET POSITION
September 30, 2019

Assets

Current assets:
Cash and cash equivalents
Restricted cash
Investments
Receivables
Prepaids

Total Current Assets

Long-term assets:
Capital assets:
Capital assets
Accumulated depreciation
Total Noncurrent Assets
Total Assets

Liabilities

Current liabilities:

Accounts payable and
accrued liabilities
Accrued interest
Compensated absences, current
Long-term debt due within one year
Total Current Liabilities

Noncurrent liabilities:
Long-term debt due in more than one year
Compensated absences, noncurrent
Total Noncurrent Liabilities

Total Liabilities
Net Position
Net investment in capital assets
Restricted for debt service
Restricted for economic development
Total Net Position

See Notes to Financial Statements.

12

Governmental

Activities

$

2,365,324
461,057
245,000
287,687
149,277

3,508,345

8,928,368
(1,881,864)

7,046,504

10,554,849

58,680
27,355
13,385
355,000

454,420

5,095,000
1,487

5,096,487

5,550,907

1,596,504
433,702
2,973,736

$

5,003,942




Orange Economic Development Corporation

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2019

Program Revenues

Net (Expense)
Revenue and Changes
in Net Position

Charges for Governmental
Functions/Programs Expenses Services Activities
Primary Government
Governmental Activities
Economic development $ 1,788,410  $ - % (1,788,410)
Total Governmental Activities 1,788,410 - (1,788,410)
General Revenues:
Taxes
Sales taxes 1,703,378
Investment income 56,887
Other revenues 12,281
Total General Revenues 1,772,546
Change in Net Position (15,864)
Beginning Net Position 5,019,806
Ending Net Position §$ 5,003,942

See Notes to Financial Statements.
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Orange Economic Development Corporation

BALANCE SHEET
GOVERNMENTAL FUND
September 30, 2019
General
Fund
Assets
Cash and cash equivalents $ 2,365,324
Restricted cash 461,057
Investments 245,000
Receivables 287,687
Prepaids 149,277
Total Assets $ 3,508,345
Liabilities
Accounts payable and
accrued liabilities $ 58,680
Total Liabilities 58,680
Fund Balance
Nonspendable:
Prepaids 149,277
Restricted for:
Debt service 461,057
Economic development 2,839,331
Total Fund Balance 3,449,665

Total Liabilities and Fund Balance $ 3,508,345

See Notes to Financial Statements.
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Orange Economic Development Corporation

RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET POSITION
GOVERNMENTAL FUND
September 30, 2019

Fund Balance - Total Governmental Fund $ 3,449,665

Adjustments for the Statement of Net Position:
Capital assets used in governmental activities are not current financial
resources and, therefore, not reported in the governmental funds.
Capital assets 8,928,368
Accumulated depreciation (1,881,864)

Some liabilities, including long-term debt and compensated absences,
are not reported as liabilities in the governmental funds.

Non-current liabilities due in one year (355,000)
Non-current liabilities due in more than one year (5,095,000)
Accrued interest (27,355)
Compensated absences (14,872)

Net Position of Governmental Activities §$ 5,003,942

See Notes to Financial Statements.
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Orange Economic Development Corporation

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

Revenues
Sales tax
Investment income
Other revenue

Expenditures
Current:

Personnel
Economic development
Capital outlay
Debt service:
Principal
Interest

Beginning fund balance

See Notes to Financial Statements.
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GOVERNMENTAL FUND
For the Year Ended September 30, 2019

Total Revenues

Total Expenditures

Net Change in Fund Balance

Ending Fund Balance

General
Fund

$

1,703,378
56,887
12,281

1,772,546

213,093
1,097,265
309,785

345,000
174,271

2,139,414

(366,868)
3,816,533

3,449,665




Orange Economic Development Corporation

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUND TO THE
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2019

Amounts reported for governmental activities in the statement of activities are different
because:

Net changes in fund balances - total governmental funds $ (366,868)

Governmental funds report capital outlays as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense.
Capital Outlay 309,784
Depreciation expense (304,934)

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in governmental funds.
Accrued interest 1,375
Compensated absences (221)

The issuance of long-term debt provide current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds. Neither transaction, however,
has any effect on net position. This amount is the net effect of these differences in the
treatement of long-term debt and related items.
Principal payments 345,000

Change in Net Position of Governmental Activities $ (15,864)

See Notes to Financial Statements.
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Orange Economic Development Corporation

NOTES TO FINANCIAL STATEMENTS
September 30, 2019

I. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Organizational Structure

The Orange Economic Development Corporation (the “Corporation”) is a non-for-
profit industrial development corporation within the City of Orange, Texas (the
“City”), organized pursuant to the provisions of Article 5190.6 of the Texas Revised
Civil Statute (the Development Corporation Act of 1979) and governed by Section 4B
of the Act. The Corporation was created to promote and expand commerce in the
City and to finance development projects of public purpose, which are approved by
City Council. State law allows the City to collect sales tax to assist in the promoting
and developing activities within the City. Type B projects included certain targeted
infrastructure projects necessary to promote and develop new or expanded business
enterprises, limited to streets and roads, rail spurs, water and sewer utilities, electric
utilities,  drainage, site = improvements, and related improvements,
telecommunications and internet improvements, and beach remediation along the
Gulf of Mexico.

The Corporation is a discretely presented component unit in the City’s financial
statements. The City Council approves all actions of the Corporation and appoints
the seven members of the Board of Directors. Directors are appointed for two year
terms, and three of the Directors cannot be employees, officers or members of the
City Council. The City has the ability to exercise influence or control over daily
operations, approve budgets, and provide funding although the Corporation is a
separate legal entity.

The accompanying financial statements of the Corporation are prepared in
conformity with generally accepted accounting principles for governmental entities
as prescribed by the Governmental Accounting Standards Board (GASB), which is
the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The Corporation's significant accounting policies are
described below.

The Corporation has adopted GASB Statements No. 61, The Financial Reporting Entity
and amendment of No. 14 The Financial Reporting Entity, and No. 39, Determining
Whether Certain Organizations Are Component Units. In accordance with these
statements, a financial reporting entity consists of the primary government,
organizations for which the primary government is financially accountable, and
other organizations for which the primary government is not accountable, but for
which the nature and significance of their relationship with the primary government

19



Orange Economic Development Corporation

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2019

are such that exclusion would cause the reporting entity's financial statements to be
misleading or incomplete.

Considerations regarding the potential for inclusion of other entities, organizations
or functions in the Corporation's financial reporting entity are based on criteria
prescribed by generally accepted accounting principles. These same criteria are
evaluated in considering whether the Corporation is a part of any other
governmental or other type of reporting entity. The overriding elements associated
with prescribed criteria considered in determining that the Corporation's financial
reporting entity status is that of a primary government are that it has a separately
elected governing body, it is legally separate, and it is fiscally independent of other
state and local governments. Additionally prescribed criteria under generally
accepted accounting principles include considerations pertaining to organizations
for which the primary government is financially accountable, and considerations
pertaining to organizations for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the
reporting entity's financial statements to be misleading or incomplete.

The City is the primary government which exercises significant influence over the
Corporation. Significant influence or accountability is based primarily on operational
or financial relationships with the City. Due to the nature of the relationship between
the City and the Corporation, the Corporation has been included as a component
unit of the City for financial statement purposes.

B. Financial Statement Presentation
These financial statements include implementation of Governmental Accounting
Standards Board (GASB) Statement No. 34, Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments. Requirements

of the statement include the following;:

e A Management’s Discussion and Analysis (MD&A) section providing an
analysis of the Corporation’s overall financial position and results of operations;

* Financial statements prepared using full accrual accounting for all of the
Corporation’s activities;

¢ A change in the fund financial statements to focus on the major funds.

GASB Statement No. 34 established standards for external financial reporting for all
state and local governmental entities, which includes a statement of net position and

20



Orange Economic Development Corporation

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2019

a statement of activities. It requires the classification of net position into three
components: net investment in capital assets; restricted; and unrestricted. These
classifications are defined as follows:

¢ Net investment in capital assets—This component of net position consists of
capital assets, including restricted capital assets, net of accumulated depreciation
and reduced by the outstanding balances of any bonds, mortgages, notes, or
other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

* Restricted —This component of net position consists of constraints placed on net
position use through external constraints imposed by creditors (such as through
debt covenants), grantors, contributors, laws or regulation of other governments
or constraints imposed by law through constitutional provisions or enabling
legislation.

* Unrestricted —This component of net position consists of net position that do not
meet the definition of “restricted” or “net investment in capital assets.”

. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and
the statement of changes in net position) report information about the Corporation
as a whole. Governmental activities are normally are supported by taxes and
intergovernmental revenues.

The statement of activities presents a comparison between direct expenses and
program revenues for each function of the Corporation’s governmental activities.
Direct expenses are those that are specifically associated with a program or function
and, therefore, are clearly identifiable to a particular function. Program revenues
include charges paid by the recipients of goods or services offered by the programs
and grants that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues, such as
taxes and investment earnings, are presented as general revenues.

The government reports the following governmental fund:

Governmental Funds

Governmental funds are those funds through which most governmental functions
are typically financed.

21



Orange Economic Development Corporation

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2019

General Fund

The general fund is used to account for all financial transactions of the
Corporation. The principal sources of revenue are assessments to taxing
authorities and interest earned on investments. Expenditures include all costs
associated with the daily operations of the Corporation.

D. Measurement Focus and Basis of Accounting

The government-wide statements of net position and statements of activities are
accounted for on a flow of economic resources measurement focus, accrual basis of
accounting. With this measurement focus, all assets and all liabilities associated with
the operations of these activities are included on the balance sheet.

The accounting and financial reporting treatment applied to a fund is determined by
its measurement focus. With this measurement focus, only current assets and current
liabilities generally are included on the balance sheet. Operating statements of these
funds present increases (i.e., revenues and other financing resources) and decreases
(i.e., expenditures and other financing uses) in net current assets.

The Corporation utilizes the modified accrual basis of accounting in the
governmental fund type. Under the modified accrual basis of accounting, revenues
are recognized in the accounting period when they are susceptible to accrual (i.e.,
when they are measurable and available). Measurable means the amount of the
transaction can be determined and available means collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the Corporation considers revenues available if they are collected within 60
days of the end of the current period. Revenues susceptible to accrual include
charges for services and interest on temporary investments.

Sales taxes and interest associated with the current period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current period.
Other receipts and other taxes become measurable and available when cash is
received by the government and are recognized as revenue at that time.

Under modified accrual accounting, expenditures are recognized in the accounting

period in which the liability is incurred, if measurable, except for interest on general
long-term debt, which is recognized when due.

22



Orange Economic Development Corporation

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2019

E. Assets, Liabilities, and Fund Equity or Net Position
1. Deposits and Investments

The Corporation’s cash and cash equivalents are considered to be cash on hand,
demand deposits and short-term investments with original maturities of three
months or less from the date of acquisition. For the purpose of the statement of
cash flows, the proprietary fund types consider temporary investments with
maturity of three months or less when purchased to be cash equivalents.

In accordance with GASB Statement No. 31, Accounting and Reporting for Certain
Investments and External Investment Pools, the Corporation reports all investments at
fair value, except for “money market investments” and “2a7-like pools.” Money
market investments, which are short-term highly liquid debt instruments that may
include U.S. Treasury and agency obligations, are reported at amortized costs.
Investment positions in external investment pools that are operated in a manner
consistent with the SEC’s Rule 2a7 of the Investment Company Act of 1940, such as
TexPool, are reported using the pools’ share price.

The Corporation has adopted a written investment policy regarding the investment
of its funds as defined in the Public Funds Investment Act, Chapter 2256, of the
Texas Governmental Code. In summary, the Corporation is authorized to invest in
the following;:

Obligations of the United States or its agencies and instrumentalities
Direct obligations of the State of Texas

Fully collateralized certificates of deposit and money market accounts
Statewide investment pools

2. Fair Value

The Corporation has applied Governmental Accounting Standards Board (“GASB”)
Statement No. 72, Fair Value Measurement and Application. GASB Statement No.
72 provides guidance for determining a fair value measurement for reporting
purposes and applying fair value to certain investments and disclosures related to
all fair value measurements.

3. Receivables and Interfund Transactions

Transactions between the City and the Corporation outstanding at the end of the
year are classified as "due to/from component unit/primary government."

23



Orange Economic Development Corporation

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2019

All trade receivables are shown net of any allowance for uncollectible amounts.
4. Inventories and Prepaid Items

The costs of inventories are recorded as expenditures when the related liability is
incurred, (i.e., the purchase method). The inventories are valued at the lower of cost
or market using the first-in/first-out method. Certain payments to vendors reflect
costs applicable to future accounting periods (prepaid expenditures) are recognized
as expenditures when utilized.

5. Capital Assets

Capital assets, which include land, building, and infrastructure assets (e.g.,
property, pavilion buildings, boardwalk, etc.) are reported in the government-wide
financial statements. Capital assets are defined by the Corporation, as assets with
an initial, individual costs of more than $1,000 and an estimated useful life in excess
of 5 years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation. Major outlays for capital assets and
improvements are capitalized as projects are constructed.

Interest costs incurred in connection with construction of enterprise fund capital
assets are capitalized when the effects of capitalization materially impact the
financial statements.

The costs of normal maintenance and repairs that do not add to the value of the
asset or materially extend assets’ lives are not capitalized.

Property, plant, and equipment of the primary government, as well as the
component units, are depreciated using the straight-line method over the following
estimated useful years.

Estimated
Asset Description Useful Life
Buildings 20 years
Infrastructure 10 years
Buildings and improvements 40 years
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Orange Economic Development Corporation

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2019

6. Fund Balance Flow Assumptions

Sometimes the government will fund outlays for a particular purpose from both
restricted and unrestricted resources (the total of committed, assigned, and
unassigned fund balance). In order to calculate the amounts to report as restricted,
committed, assigned, and unassigned fund balance in the governmental fund
financial statements a flow assumption must be made about the order in which the
resources are considered to be applied. It is the government’s policy to consider
restricted fund balance to have been depleted before using any of the components
of unrestricted fund balance. Further, when the components of unrestricted fund
balance can be used for the same purpose, committed fund balance is depleted first,
followed by assigned fund balance. Unassigned fund balance is applied last.

7. Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the
nature of any limitations requiring the use of resources for specific purposes. The
government itself can establish limitations on the use of resources through either a
commitment (committed fund balance) or an assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only
for the specific purposes determined by a formal action of the government’s highest
level of decision-making authority. The governing body is the highest level of
decision-making authority for the government that can, by adoption of an
ordinance prior to the end of the fiscal year, commit fund balance. Once adopted,
the limitation imposed by the ordinance remains in place until a similar action is
taken (the adoption of another ordinance) to remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the
government for specific purposes but do not meet the criteria to be classified as
committed. The governing body (Board of Directors) has by resolution authorized
the finance director to assign fund balance. The Board of Directors may also assign
fund balance as it does when appropriating fund balance to cover a gap between
estimated revenue and appropriations in the subsequent year’s appropriated
budget. Unlike commitments, assignments generally only exist temporarily. In
other words, an additional action does not normally have to be taken for the
removal of an assignment. Conversely, as discussed above, an additional action is
essential to either remove or revise a commitment.
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8. Compensated Absences

The liability for compensated absences reported in the government-wide consists of
unpaid, accumulated vacation balances. The liability has been calculated using the
vesting method, in which leave amounts for both employees who currently are
eligible to receive termination payments and other employees who are expected to
become eligible in the future to receive such payments upon termination are
included. Vested or accumulated vacation leave and compensated leave of
government-wide and proprietary funds are recognized as an expense and liability
of those funds as the benefits accrue to employees.

It is the Corporation's policy to liquidate compensated absences with future
revenues rather than with currently available expendable resources. Accordingly,
the Corporation's general fund recognizes accrued compensated absences when it is
paid.

9. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the statement of net position. The long-term
debt consists of accrued compensated absences.

Long-term debt for is not reported as liabilities in the fund financial statements until
due. Debt proceeds are reported as other financing sources, net of the applicable
premium or discount and payments of principal and interest reported as
expenditures. Issuance costs, even if withheld from the actual net proceeds
received, are reported as debt service expenditures. However, claims and
judgments paid are reported as a liability in the fund financial statements only for
the portion expected to be financed from expendable available financial resources.

Assets acquired under the terms of capital leases are recorded as liabilities and
capitalized in the government-wide financial statements at the present value of net
minimum lease payments at inception of the lease. In the year of acquisition, capital
lease transactions are recorded as other financing sources and as capital outlay
expenditures in the general fund. Lease payments representing both principal and
interest are recorded as expenditures in the general fund upon payment with an
appropriate reduction of principal recorded in the government-wide financial
statements.
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10. Estimates

The preparation of financial statements, in conformity with generally accepted
accounting principles, requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenditures/expenses during the reporting period.
Actual results could differ from those estimates.

II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

A. Explanation of certain differences between the governmental fund balance sheet
and the government-wide statement of net position.

The governmental fund balance sheet includes reconciliation between fund balance-
total governmental funds and net position-governmental activities as reported in the
government-wide statement of net position. One element of that reconciliation
explains that long-term liabilities, including compensated absences, are not due and
payable in the current period and, therefore, are not reported in the funds.

B. Explanation of certain differences between the governmental fund statement of
revenues, expenditures, and changes in fund balances and the government-wide
statement of activities.

The governmental fund statement of revenues, expenditures, and changes in fund
balances includes a reconciliation between net changes in fund balances - total
governmental funds and changes in net position of governmental states that, “the
issuance of long-term debt (e.g., bonds) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds.  Also,
governmental funds report the effect of premiums, discounts, and similar items
when debt is first issued, whereas these amounts are deferred and amortized in the
statement of activities.”

III. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
Annual budgets are adopted on a basis consistent with generally accepted

accounting principles (GAAP) for the general fund. The original budget is adopted
by the Board prior to the beginning of the year.
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A budget is prepared by fund and function. Appropriations lapse at the end of the
year.

IV. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments

As of September 30, 2019, the Corporation had the following investments:

Weighted
Average Maturity
Investment Type Value (Years)
Certificates of deposit $ 245,000 0.87
Total value $ 245,000
Portfolio weighted average maturity 0.87

Interest rate risk In accordance with its investment policy, the Corporation manages
its exposure to declines in fair values by limiting the weighted average of maturity;
structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations; monitoring credit ratings of portfolio position
to assure compliance with rating requirements imposed by the Public Funds
Investment Act; and invest operating funds primarily in short-term securities or
similar government investment pools.

Credit risk The Corporation’s investment policy limits investments to obligations of
the United States, State of Texas, or their agencies and instrumentalities with an
investment quality rating of not less than “A” or its equivalent, by a nationally
recognized investment rating firm. Other obligations must be unconditionally
guaranteed (either express or implied) by the full faith and credit of the United
States Government or the issuing U.S. agency and investment pools with an
investment quality not less than AAA or AAA-m, or equivalent, by at least one
nationally recognized rating service.

Custodial credit risk — deposits In the case of deposits, this is the risk that in the event
of a bank failure, the Corporation’s deposits may not be returned to it. State
statutes require that all deposits in financial institutions be insured or fully
collateralized by U.S. government obligations or its agencies and instrumentalities
or direct obligations of Texas or its agencies and instrumentalities that have a
market value of not less than the principal amount of the deposits. As of September
30, 2019, all bank balances were full insured or collateralized.
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Custodial credit risk — investments For an investment, this is the risk that, in the event
of the failure of the counterparty, the Corporation will not be able to recover the
value of its investments or collateral securities that are in the possession of an
outside party. The Corporation’s investment policy requires that it will seek to
safekeeping securities at financial institutions, avoiding physical possession.
Further, all trades, where applicable, are executed by delivery versus payment to
ensure that securities are deposited in the Corporation’s safekeeping account prior
to the release of funds.

B. Receivables
The following comprise receivable balances of the Corporation at year end:

General Fund

Sales tax $ 283,834
Other 3,853
Total $ 287,687
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C. Capital Assets

A summary of changes in governmental activities capital assets for the year end

was as follows:

Beginning Decreases/ Ending
Balances Increases Reclassifications Balances
Capital assets not being depreciated
Land $ 871,059 % -5 $ 871,059
Construction in progress - 309,784 309,784
Total capital assets not being depreciated 871,059 309,784 1,180,843
Capital assets being depreciated
Buildings $ 1,181,943  $ -5 $ 1,181,943
Infrastructure 6,565,582 - 6,565,582
Total capital assets being depreciated 7,747,525 - 7,747,525
Less accumulated depreciation
Buildings (280,369) (59,097) (339,466)
Infrastructure (1,296,561) (245,837) (1,542,398)
Total Accumulated Depreciation (1,576,930) (304,934) (1,881,864)
Total Capital Assets, Net $ 7,041,654 % (304,934) $ $ 7,046,504

Depreciation was charged to governmental functions as follows:

Economic development

Total Governmental Activities Depreciation Expense
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D. Long-term Liabilities

The Corporation's long-term obligations at September 30, 2019 are composed of the

following;:
Beginning Ending Due Within
Balance Additions Payments Balance One Year
Governmental Activities:
Sales Tax Revenue Bonds $ 5,795,000 $ - % (345,000) $ 5,450,000 $ 355,000
Total $ 5,795,000 $ - $ (345,000) $ 5,450,000 $ 355,000
Long-term liabilities $ 5,095,000

During 2008, the Corporation issued $2,590,000 in sales tax revenue bonds, Series
2007, dated December 1, 2007. The bonds were issued for the purpose of
constructing wastewater force mains and lift stations and related appurtenances
along the Interstate 10 corridor of the City. The bonds are special obligations of the
Corporation, payable from and secured by a lien on and pledge of the proceeds of
a % of 1% sales and use tax levied within the City for the benefit of the
Corporation. Principal payments are due semi-annually through August 1, 2023.
The bonds bear interest ranging from 4% to 4.2%. These bonds were refunded in
2016. The balance of the refunded bonds was $1,395,000.

During 2012, the Corporation issued $5,520,000 in sales tax revenue bonds, Series
2012, dated March 1, 2012. The bonds were issued for the purpose of constructing a
downtown outdoor destination known as the City Downtown Master Plan or the
riverfront park project. The bonds are special obligations of the Corporation,
payable from and secured by a lien on and pledge of the proceeds of a %2 of 1%
sales and use tax levied within the City for the benefit of the Corporation. Principal
payments are due semi-annually through August 1, 2032. The bonds bear interest
ranging from 2% to 4%.
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As of September 30, 2019, the debt service requirements are as follows:

Year ending Series 2016
September 30, Principal Interest
2020 210,000 $ 14,993
2021 210,000 11,842
2022 215,000 8,357
2023 220,000 4,421
Total 855,000 $ 39,613
Year ending Series 2012
September 30, Principal Interest
2020 145,000 $ 152,781
2021 150,000 149,700
2022 150,000 146,513
2023 155,000 143,138
2024-2028 1,630,000 487,050
2029-2032 2,365,000 286,950
Total 4,595,000 $ 1,366,132

E. Other Long-term Liabilities

The following is a summary of changes in the Corporation’s other long-term

liabilities for the year ended.

Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities:
Compensated Absences $ 14,651 $ 221 $ - $ 14,872 $ 13,385
Total Governmental Activities $ 14,651 $ 221 $ - $ 14,872 $ 13,385

V. OTHER INFORMATION

A. Subsequent Events

There were no material subsequent events through April 21, 2020, the date the financial

statements were available to be issued.
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Orange Economic Development Corporation

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL

Revenues
Sales tax
Investment income
Other revenue
Total Revenues
Expenditures
Current
Personnel
General operating
Development reimbursement
Professional expenses
Insurance
Debt service
Principal
Interest
Capital outlay
Total Expenditures

Net Change in Fund Balance

Beginning fund balance
Ending Fund Balance

GENERAL FUND
For the Year Ended September 30, 2019

Variance with

Final Budget
Original Positive
Budget Final Budget Actual (Negative)
$ 1,450,000 $ 1,450,000 1,703,378 % 253,378
1,510 1,510 56,887 55,377
12,250 12,250 12,281 31
1,463,760 1,463,760 1,772,546 308,786
210,903 210,903 213,093 (2,190)
60,500 60,500 14,629 45,871
165,000 165,000 1,015,196 (850,196)
25,000 25,000 45,591 (20,591)
21,872 21,872 21,849 23
345,000 345,000 345,000 -
174,371 174,371 174,271 100
1,668,590 1,668,590 309,785 1,358,805
2,671,236 2,671,236 2,139,414 531,822
$ (1,207476) $ (1,207,476) (366,868) $ 840,608

Notes to Required Supplementary Information

1. Annual budgets are adopted on a basis consistent with U.S. GAAP.
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