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Murrey Paschall & Caperton PC
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Wylie Northeast Special Utility District
Wylie, Texas

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
OPINIONS

We have audited the accompanying financial statements of the business-type activities of the Wylie
Northeast Special Utility District (“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 of the Wylie Northeast Special 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. 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 the Wylie Northeast Special 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 opinion.

RESPONSIBILITIES OF MANAGEMENT FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for
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 the Wylie
Northeast Special 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.

AUDITOR’S 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 generally
accepted auditing standards 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.

In performing an audit in accordance with generally accepted auditing standards we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e 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 Wylie Northeast Special Utility 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 Wylie Northeast Special Utility 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, budgetary comparison information and GASB 68 pension
schedules on pages 6-8 and 26-30 be presented to supplement the basic financial statements. Such
information is the responsibility of management and, 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 the District’s basic financial statements. The Texas Supplementary
Information (TSI) schedules on pages 32-39 are presented for purposes of additional analysis and
are not a required part of the basic financial statements.

These schedules are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to 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 TSI schedules are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

7}7“’“‘?’ p.wu,q_ i Capato  PC

Murrey, Paschall & Caperton, P.C.
Certified Public Accountants
Forney, Texas

January 17, 2024



Wylie Northeast Special Utility District
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2023

Schedule
Reference
Number Findings

(None noted)



Wylie Northeast Special Utility District
Corrective Actions Planned
For the Year Ended September 30, 2023

Schedule
Reference
Number Actions Planned

(None)



Wylie Northeast Special Utility District
Management’s Discussion and Analysis
September 30, 2023

This section of Wylie Northeast Special Utility District’s (District) annual financial report
presents our discussion and analysis of the District’s financial performance during the year
ended September 30, 2023. Please read it in conjunction with the District’s basic financial
statements.

FINANCIAL HIGHLIGHTS

e The District’s assets exceeded its liabilities by $26,662,681(net assets) as compared
to the prior year amount of $23,090,389 (net assets with prior period adjustment). Of
the $26,662,681 in net assets, $10,943,006 (unrestricted net assets) may be used to
meet the District’s ongoing obligations to customers and creditors.

e During the year ended September 30, 2023, the District’s revenues of $7,997,442
generated from charges for services, customer charges and fees and investments for
business-type activities exceeded expenses of $4,425,148 (including depreciation &
amortization of $702,550) by $3,572,294 as compared to the prior year when
revenues exceeded expenses by $2,541,041.

e The financial statements for the year ended September 30, 2022 were audited by Vail
& Park, P.C. An unmodified opinion report was dated February 2, 2022.

OVERVIEW OF THE FINANCIAL STATEMENTS

Three components of the District’s annual financial report include: 1) management’s
discussion and analysis, 2) the basic financial statements, and 3) other supplementary
information.

District-wide financial statements
The District’s annual report includes two district-wide financial statements.

The first of these financial statements is the Statement of Net Assets. This is a statement of
financial position presenting information that includes all of the District’s assets and
liabilities, with the difference reported as net assets. Over time, the increases or decreases of
net assets may serve as a useful indicator of whether the financial position of the District as a
whole is improving or deteriorating.

The second financial statement is the Statement of Activities and Changes in Net Assets,
which reports how the District’s net assets changed during the current fiscal year. All current
year revenue and expenses are included regardless of when cash is received or paid.

Both financial statements distinguish the functions of the District that are principally
supported by functions that collect user fees and charges (business-type activities) used to

recover all or a significant portion of their costs.
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Wylie Northeast Special Utility District
Management’s Discussion and Analysis
September 30, 2023

Utility Funds are reported in the fund financial statements and generally report services for
which the District charges customers a fee. The District maintains one utility fund.

Notes to Financial Statements

The accompanying notes to the financial statements provide information essential to a full
understanding of the financial statements. The notes to the financial statements begin
immediately following the basic financial statements.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

As year-to-year financial information is accumulated on a consistent basis, changes in net
assets may be observed and used to discuss the changing financial position of the District as a
whole.

The District’s net assets at fiscal year-end are $26,662,681. Of this amount, 58.95% reflects
its investments in capital assets such as land, buildings, distribution system, improvements,
machinery and equipment and construction in progress, less any debt used to acquire those
assets that is still outstanding. These capital assets are used to provide services to customers
and are therefore not available for future spending. The following table provides a summary
of the District’s net assets at September 30:

SUMMARY OF NET ASSETS
Assets: Sept. 30, 2023 Sept. 30, 2022
Cash and Investments $ 11,166,940 $ 8,166,017
Other Assets 817,144 707,691
Longterm Assets, net 22,038,817 11,956,530
Total assets $ 34,022,901 $ 20,830,238
Liabilities:
Current Liabilities $ 423,980 $ 1,844,302
Longterm Liabilities 6,936,240 1,695,768
Total Liabilities 7,360,220 3,540,070
Net assets:
Invested in capital assets, 15,719,675 10,117,419
net of related debt
Unrestricted 10,943,006 7,172,749
Total net assets 26,662,681 17,290,168
Total Liabilities and Net Assets $ 34,022,901 $ 20,830,238



Wylie Northeast Special Utility District
Management’s Discussion and Analysis
September 30, 2023

ANALYSIS OF THE DISTRICT’S OPERATIONS

Comparative data is accumulated and presented to assist analysis. The following table
provides a summary of the District’s changes in net assets for the year ended September 30,
2023 and 2022. Business-type activities increased the District’s net assets by $2,152,712
before any contributions from developers and member paid in capital.

SUMMARY OF CHANGES IN NET ASSETS

Year ended Year ended
September 30, 2023 September 30, 2022

Program Revenues:

Charges for Services $ 6,007,201 $ 6,072,953
General Revenues:

Investments Earnings 500,316 81,863

Other Misc Income 1,489,925 65,445
Total revenues 7.997.442 6,220,261
Expenses:

Water Utilities 4,425,148 3,679,220

Loss on Disposal of Assets - -
Total expenses 4,425,148 3.679,220
Increase (Decrease) in Net Assets 3,572,294 2,541,041
Prior Period Adjustment 5,800,219
Beginning net assets 17,290,168 14,749,127
Ending net assets $_ 26,662,681 $_ 17,290,168

ECONOMIC ENVIRONMENT AND NEXT YEAR’S BUDGETS AND RATES

At this time, Wylie Northeast Special Utility District is not aware of any decisions or
conditions that would negatively impact the District’s operations through 2024.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the District’s finances for
all those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to the Wylie Northeast Special Utility District, P. O. Box 1029, Wylie, Texas
75098.



Wylie Northeast Special Utility District
Statement of Net Assets
Utility Fund
September 30, 2023
Business-type
Activities-Enterprise

(Utility Fund)
ASSETS
Current assets:
Cash and cash equivalents $ 8,321,262
Cash and cash equivalents - Restricted 2,822,671
Investments (NOTE 3) 23,007
Accounts receivable (net of allowance) 595,961
Inventory 221,183
Total Current Assets 11,984,084
Non-current assets:
Capital assets (plant, property and equipment) 26,615,462
Less accumulated deprecation (4,641,787)
Net capital assets (NOTE 2) 21,973,675
Deferred Outflows Pensions (NOTE 4) 65,142
Total Non-Current Assets 22,038,817
TOTAL ASSETS $ 34,022,901
LIABILITIES
Current liabilities:
Accounts payable $ 350,638
Accrued expenses 73,342
Total current liabilities 423,980
Longterm liabilities:
Net Pension Liability (NOTE 4) 3,688
Deferred Inflows Pensions (NOTE 4) 14,216
Customer deposits payable (NOTE 7) 664,336
Bonds Payable (NOTE 5)
Due within one year 295,000
Due in more than one year 5,959,000
Total longterm liabilities 6,936,240
TOTAL LIABILITIES 7,360,220
NET ASSETS
Invested in capital assets, net of related debt 15,719,675
Unrestricted 10,943,006
TOTAL NET ASSETS 26,662,681
TOTAL LIABILITIES AND NET ASSETS $ 34,022,901

The accompanying notes are an integral part of the financial statements.
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Wylie Northeast Special Utility District
Statement of Activities and Changes in Net Assets

Utility Fund

For the Year Ended September 30, 2023

Business-type
Activities-Enterprise

(Utility Fund)
Operating revenues:
Charges for Services $ 5,844,587
Tap Connection & Inspections 112,854
Late & Special Charges 49,760
Miscellaneous Income 55,843
Total operating revenues 6,063,044
Operating expenses:
Water expense $ 1,627,102
System & Equipment Maintenance 558,835
Professional Fees 64,216
Payroll and benefit expense 799,053
Regulatory Assessments & Fees 34416
Insurance expense 27,713
Contract Services 49,635
Directors Fees 15,852
Bank & Credit Card Charges 178,905
Utilities 82,775
Equipment & Storage Rental 1,244
Dues & Subscriptions 4,746
Office Printing, Postage & Data Processing 84,332
Depreciation and amortization 702,550
Total operating expenses 4,231,374
Operating income (loss) 1,831,670
Nonoperating revenue (expenses):
Capital Reimbursements $ 1,419,582
Interest Income 500,316
Gain/(loss) on disposal of capital assets 14,500
Interest Expense (193,774)
Total nonoperating revenue (expenses): 1,740,624
Change in net assets 3,572,294
Total net assets-beginning 17,290,168
Prior period adjustment (NOTE 8) 5,800,219
Total net assets-ending $ 26,662,681

The accompanying notes are an integral part of the financial statements.
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Wylie Northeast Special Utility District
Statement of Cash Flows
Utility Fund
For the Year Ended September 30, 2023

Business-type
Activities-Enterprise

(Utility Fund)
Cash flows from operating activities:
Receipts from customers and users $ 5,994,580
Payments to suppliers (3,406,348)
Payments to employees (799,053)
Net cash provided (used) by operating activities 1,789,178
Cash flows from capital and related financing activities:
Developer contributed 1,419,582
Addition to bonds payable 4,835,000
Principle Paid on Bonds Payable (338,000)
Interest Paid on Bonds Payable (172,251)
Disposal of fixed asset (Trade in) (14,500)
Acquisition and construction of capital assets (5,004,929)
Net cash provided (used) by capital and related financing activities 724,902
Cash flows from investing activities:
Interest income 486,369
Net cash provided (used) by investing activities 486,369
Net increase (decrease) in cash and cash equivalents 3,000,449
Cash and cash equivalents at beginning of year 8,143,483
Cash and cash equivalents at end of year $ 11,143,932

Reconciliation of operating income (loss) to net cash provided by operating activities:
Operating income (loss) $ 1,831,670
Adjustments to reconcile operating income (loss) to net cash provided by
operating activities:

Depreciation and amortization 702,550
(Increase) decrease in accounts receivable (79,462)
(Increase) decrease in inventory (29,456)
(Increase) decrease in deferred outflows pensions (22,125)
Increase (decrease) in accounts payable (662,821)
Increase (decrease) in accrued expenses 43,055
Increase (decrease) in deferred inflows pensions (5,230)
Increase (decrease) in customer deposits 10,998
Total adjustments (42,492)
Net cash provided by operating activities $ 1,789,178

The accompanying notes are an integral part of the financial statements.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Wylie Northeast Water Supply Corporation was organized in 1964 by a group of local patrons,
created for the purpose of providing water service to an area designated by the Texas Commission
on Environmental Quality (TCEQ). On September 20, 2005, Wylie Northeast Water Supply
Corporation converted to Wylie Northeast Special Utility District. Wylie Northeast Special Utility
District is an organization as set forth under the terms and conditions of Article XVI, Section 59 of
the Texas Constitution and Chapters 49 and 65 of the Texas Water Code.

The financial statements of the District have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applied to government units. The
Governmental Accounting Standards Board (GASB) is the standard-setting body for establishing
governmental accounting and financial reporting principles. Significant accounting principles of
the District follow.

Reporting Entity

The Board of Directors (Board) is a five-member group elected by the public. The Board has
governance responsibilities over all activities related to providing water services to customers
within the jurisdiction of the Wylie Northeast Special Utility District. The Board has the authority
to make decisions, appoint administrators and managers, and significantly influence operations, and
has the primary accountability for financial matters.

The District is not included in any other governmental “Reporting Entity” as defined by GASB in
its Statement No. 14, “The Financial Reporting Entity.” There are no component units presented.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements of the District are prepared in accordance with generally accepted
accounting principles (GAAP). The District’s reporting entity applies all relevant Governmental
Accounting Standards Board (GASB) pronouncements, applicable Financial Accounting Standards
Board (FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or
before November 30, 1989, unless they conflict with GASB pronouncements. The District’s
reporting entity does not apply FASB pronouncements or APB opinions issued after November 30,
1989.

The proprietary financial statements use the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when they are both measurable and available.
Revenues are considered available within the current period or soon enough thereafter to pay
liabilities of the current period. The District considers revenues to be available if collected within
sixty days after the current fiscal period. = Expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. However, materials and supplies inventories are not
considered expenditures until they are consumed. With this measurement focus, all assets and
liabilities associated with the operation of these funds are included in the statement of net assets.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

Operating income reported in proprietary fund financial statements includes revenues and expenses
related to the primary, continuing operations of the fund. Principal operating revenues for
proprietary funds are charges for customers for sales or services and fees charged with the intention
of recovering costs associated with connecting new customers. Principal operating expenses are the
costs of providing the water services and include administrative expenses and depreciation of
capital assets. All revenues and expenses not meeting these criteria are reported as general revenues
and expenses.

Budget

The annual budget is adopted on a basis consistent with accounting principles generally accepted in
the United States of America. All annual appropriations lapse at fiscal year-end. The budget for the
next year is finalized, and formally approved by the Board before the end of the preceding fiscal
year.

Other Significant Accounting Policies

Cash and Cash Equivalents — For purposes of the statement of cash flows, the District considers
cash on hand, demand deposits and all highly liquid investments with a maturity of three months or
less from the acquisition date, to be cash and cash equivalents.

Investments — The investments of the District are recorded at their fair value at September 30, 2023.

Receivables — Accounts receivable as presented in the statement of net assets reflect the amounts
that management expects to collect from its customers net of allowance for uncollectible accounts.
The allowance for doubtful accounts at September 30, 2023 is $5,000 and is consistent with prior
year write offs.

Inventory and prepaid items — Inventories are valued using (FIFO) the first-in/first-out method.
Governmental fund inventories are recorded as an expense as they are used rather when purchased.

Capital Assets - The District’s capital assets include buildings, property, equipment, vehicles,
improvements and distribution system. Additions are recorded at cost or, if contributed property, at
it’s estimated fair value at the time of contribution. Repairs and maintenance are directly expensed
in the period incurred; rebuilds and significant improvements are capitalized and depreciated. Sales
or dispositions of capital assets are recorded by removing the historical cost and related
accumulated depreciation from the statement of net assets and any resulting gain or loss recorded as
appropriate to non-operating income or expense.

Outlays for major capital asset additions and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of business-type
activities is included as part of the capitalized value of the constructed assets less any interest
earned on the invested proceeds over the same period.

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

13



Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

Assets Years
Building & Improvements 10-39
Water Distribution System 10-50
Vehicles 5
Water Service Equipment 5-10
Office Equipment 3-10
Billing Software 10

Depreciation and Amortization expense for the year ended September 30, 2023 was $702,550.

Impairment of Long-lived Assets — The District reviews potential impairments of long-lived assets
when there is evidence that events or changes in circumstances have made the recovery of an asset’s
carrying value unlikely. An impairment loss is recognized if the sum of the expected, undiscounted
future cash flows is less than the net book value of the asset. Generally, the amount of the
impairment loss is measured as the excess of the net book value of the assets over the estimated fair
value. As of September 30, 2023, no impairment of long-lived assets is necessary.

Estimates — The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain
reporting amounts and disclosures. Accordingly, actual results could vary from those estimates.

Deferred Outflows/Inflows of Resources — In addition to assets, the Statement of Net Assets will
sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net position or fund
balance that applies to a future period(s) and thus, will not be recognized as an outflow of resources
(expense/expenditure) until then. The District has only one item that qualifies for reporting in this
category, deferred outflows related to pensions, which arise only under an accrual basis of
accounting. This amount is deferred and amortized over the actuarial-determined recognition
period.

In addition to liabilities, the Statement of Net Assets will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position or fund balance that applies to a future period(s)
and so will not be recognized as an inflow of resources (revenue) until that time. The District has
only one type of item, deferred inflow related to pensions, which arises only under an accrual basis
of accounting that qualifies for reporting in this category. This amount is deferred and amortized
over the actuarial-determined recognition period.

Pensions — For purposes of measuring the net pension asset (liability), deferred outflows of
resources and deferred inflows of resources related to pensions, and pension expense, information
about the Fiduciary Net Position of the Texas County & District Retirement System (TCDRS) and
additions to/deductions from TCDRS’s Fiduciary Net Position have been determined on the same
basis as they are reported by TCDRS. For this purpose, plan contributions are recognized in the
period that compensation is reported for the employee which is when contributions are legally due.
Benefit payments and refunds are recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair value. See NOTE 4 below for further details.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023
NOTE 2 — CAPITAL ASSETS

The following is a summary of changes in capital assets for the year ended September 30, 2023:

Beginning Balance Additions Disposals Ending Balance
Land and Improvements $ 213,338 $ - $ -3 213,338
Distribution System 18,763,176 5,578,859 - 24,342,035
Buildings and Improvements 1,155,328 37,390 - 1,192,718
Vehicles 498,404 44,945 (24,284) 519,066
Machinery and Equipment 154,910 80,789 - 235,699
Office Equipment 44,774 9,682 (7,123) 47,333
Billing Software 65,273 - 65,273
Construction in Progress 715,328 - (715,328) -
Total capital assets at historical 21,610,532 5,751,665 (746,735) 26,615,462
cost
Less accumulated depreciation for:
Total accumulated depreciation (3,970.644) (702,550) 31.407 (4,641,787)
Capital assets, net $§ 17,639,888 $§ 5,049.115 § (715328) § 21.973.674

**During FY2023 the District completed several large projects including a 34,2M - line along Parker Road. Other
large projects were contributed by the Developer for Inspiration Phase 5A-2, 54-3 and 5B. The District also purchased
a new Dodge Ram 1500, office generator, security cameras, propane tanks, sewer pumps and radio read meters.

NOTE 3 - DEPOSITS, SECURITIES AND INVESTMENTS

District investments are being held by various banks. All investments are currently invested in
cash, money market funds, and fixed income investments, such as certificates of deposit. The
District has complied with all requirements of the Texas Public Funds Investment Act.

The District’s funds are required to be deposited and invested under the terms of a depository
contract. The depository bank deposits for safekeeping and trust with the District’s agent bank
approved pledged securities in an amount sufficient to protect District funds on a day-to-day basis
during the period of the contract. The pledge of approved securities is waived only to the extent of
the depository bank’s dollar amount of Federal Deposit Insurance Corporation (“FDIC”) insurance.

e Cash Deposits — At September 30, 2023, the carrying amount of the District’s
deposits (cash, certificates of deposit, and interest-bearing savings accounts) was
$11,166,940. The District’s cash deposits at September 30, 2023 and during the
year ended September 30, 2023 were entirely covered by pledged securities and
FDIC.

e Each of the 3 bond notes require the District to maintain a restricted debt reserve
fund in an interest-bearing bank account. The District complied with total
restricted funds in the bank totaling $2,822,671 as of September 30, 2023.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

Investments can be categorized according to three levels of custodial credit risk, they are:

Category 1 Insured or registered, or securities held by the District or its agent in the
District’s name.

Category 2 Uninsured and unregistered, with securities held by the financial
institution’s trust department or agency in the District’s name.

Category 3 Uninsured and unregistered, with securities held by the financial
institution or by its trust department or agent but not in the District’s
name.

The following table categorizes the District’s investment at September 30, 2023, utilizing the levels
of custodial credit risk as described above:

Category 1 Category 2 Category 3 Fair Value
Certificate of Deposits 23,007 - - 23,007
Total $ 23,007 $ - S - 3 23,007

GASB Statement No. 40 requires determination as to whether the District was exposed to the
following specific investment risks at year end and if necessary, certain related disclosures:

e Credit Risk
Credit risk is related to the risk that an issuer or other party to an investment will not fulfill
its obligations. The ratings of securities by nationally recognized agencies are designed to
give an indication of credit risk. At September 30, 2023, the District was not significantly
exposed to credit risk.

e Custodial Credit Risk
Deposits are exposed to custodial credit risk if they are not covered by depository
insurance and the deposits are uncollateralized, collateralized with securities held by the
pledging financial institution, or collateralized with securities held by the pledging financial
institution’s trust department or agent but not in the District’s name. Investment securities
are exposed to custodial credit risk if the securities are uninsured, are not registered in the
name of the government, and are held by either the counterparty or the counterparty’s trust
department or agent but not in the District’s name. At September 30, 2023, the District was
not exposed to custodial credit risk.

e Concentration of Credit Risk
This risk is the risk of loss attributed to the magnitude of a government’s investment in a
single issuer. At September 30, 2023, the District was not exposed to concentrations of
credit risk.

¢ Interest Rate Risk
This is the risk that changing interest rates will have an adverse effect on the fair value of an
investment. At September 30, 2023, the District was not significantly exposed to interest
rate risk.

e Foreign Currency Risk
This is the risk that is associated with exchange rates and the possibility that they will
adversely affect the fair value of an investment. At September 30, 2023, the District was not
exposed to foreign currency risk.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

NOTE 4 — RETIREMENT PLAN

Wylie Northeast Special Utility District (TSUD) began participation in the Texas County &
District Retirement System (TCDRS) as of Jan. 1, 2017.

e  Plan Information

A description of the pension plan pursuant to Paragraph 40 of GASB Statement No. 68 is as follows:

1. Wylie Northeast SUD participates in the Texas County & District Retirement System (TCDRS),
which is a statewide, agent multiple-employer, public employee retirement system.

2. A brief description of benefit terms:

a. All full- and part-time non-temporary employees participate in the plan, regardless of the
number of hours they work in a year. Employees in temporary positions are not eligible for
membership.

b. The plan provides retirement, disability and survivor benefits.

c. TCDRS is a savings-based plan. For the district’s plan, 5% of each employee’s pay is
deposited into his or her TCDRS account. By law, employee accounts earn 7% interest on
beginning of year balances annually. At retirement, the account is matched at an employer
set percentage (current match is 200%) and is then converted to an annuity.

d. There are no automatic COLAs. Each year, the district may elect an ad hoc COLA for its
retirees (if any). There are two COLA types, each limited by actual inflation.

e. Benefit terms are established under the TCDRS Act. They may be amended as of Jan. 1
each year but must remain in conformity with the Act.

Membership information is shown in the chart below.

4. The district’s contribution rate is calculated annually on an actuarial basis, although the employer
may elect to contribute at a higher rate. The 1. Wylie Northeast SUD contribution rate is based on
the TCDRS funding policy adopted by the TCDRS Board of Trustees and must conform with the
TCDRS Act. The employee contribution rates are set by the district and are currently 5%.
Contributions to the pension plan from the district for 2022 are shown in the Schedule of Employer
Contributions.

5. The most recent comprehensive annual financial report for TCDRS can be found at the following
link, www.tcdrs.org.

W

Members Dec. 31,
2022
Number of inactive employees entitled to but not yet receiving benefits 3 4
Number of active employees 9 9
Average monthly salary *(active employees) $4,469 $4,625
Average age * 42.44 42.77
Average length of service in years * 7.05 8.00

Inactive Employees (or their Beneficiaries) Receiving Benefits

Number of benefit recipients 0 0

Average monthly benefits $0 $0
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

e Actuarial assumptions:

All actuarial methods and assumptions used for this GASB analysis were the same as those used in the
December 31, 2022 funding valuation, except as noted below and throughout this report. Please see the
Whylie Northeast Special Utility District December 31, 2022 Summary Valuation Report for further details.

The following are the key assumptions and methods used in this GASB analysis.
Valuation Timing
o Actuarially determined contribution rates are calculated on a calendar year basis as of December

31, two years prior to the end of the fiscal year in which the contributions are reported.

Actuarial Cost Method
o Entry Age Normal (1)

Amortization Method
o Recognition of economic/demographic gains or losses Straight-Line amortization over Expected
Working Life
o Recognition of assumptions changes or inputs Straight-Line amortization over Expected
Working Life
Asset Valuation Method

o Smoothing period 5 years
o Recognition method Non-asymptotic
o Corridor None

Inflation
o Same as funding valuation

Salary Increases
o Same as funding valuation

Investment Rate of Return
o 7.60% (Gross of administrative expenses)

Cost-of-Living Adjustments
o Cost-of-Living Adjustments for Wylie Northeast Special Utility District are not considered to be
substantively automatic under GASB 68. Therefore, no assumption for future cost-of-living
adjustments is included in the GASB calculations. No assumption for future cost-of-living
adjustments is included in the funding valuation.

Retirement Age
o Same as funding valuation

Turnover
o Same as funding valuation

Mortality
o Same as funding valuation

(1) Individual entry age normal cost method, as required by GASB 68, used for GASB calculations. Note that a
slightly different version of the entry age normal cost method is used for the funding actuarial valuation.

18



Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

e Depletion of Plan Assets / GASB Discount Rate

The discount rate is the single rate of return that, when applied to all projected benefit payments results in an
actuarial present value of projected benefit payments equal to the total of the following:

1. The actuarial present value of benefit payments projected to be made in future periods in which (a) the
amount of the pension plan’s fiduciary net position is projected to be greater than the benefit payments
that are projected to be made in that period and (b) pension plan assets up to that point are expected to be
invested using a strategy to achieve the long-term rate of return, calculated using the long-term expected
rate of return on pension plan investments.

2. The actuarial present value of projected benefit payments not included in (1), calculated using the
municipal bond rate.

Therefore, if plan investments in a given future year are greater than projected benefit payments in that year and
are invested such that they are expected to earn the long-term rate of return, the discount rate applied to projected
benefit payments in that year should be the long-term expected rate of return on plan investments. If future years
exist where this is not the case, then an index rate reflecting the yield on a 20-year, tax-exempt municipal bond
should be used to discount the projected benefit payments for those years.

The determination of a future date when plan investments are not sufficient to pay projected benefit payments is
often referred to as a depletion date projection. A depletion date projection compares projections of the pension
plan’s fiduciary net position to projected benefit payments and aims to determine a future date, if one exists, when
the fiduciary net position is projected to be less than projected benefit payments. If an evaluation of the
sufficiency of the projected fiduciary net position compared to projected benefit payments can be made with
sufficient reliability without performing a depletion date projection, alternative methods to determine sufficiency
may be applied.

In order to determine the discount rate to be used by the employer we have used an alternative method to
determine the sufficiency of the fiduciary net position in all future years. Our alternative method reflects the
funding requirements under the employer’s funding policy and the legal requirements under the TCDRS Act.

1. TCDRS has a funding policy where the Unfunded Actuarial Accrued Liability (UAAL) shall be
amortized as a level percent of pay over 20-year closed layered periods.

2. Under the TCDRS Act, the employer is legally required to make the contribution specified in the funding
policy.

3. The employer’s assets are projected to exceed its accrued liabilities in 20 years or less. When this point is
reached, the employer is still required to contribute at least the normal cost.

4. Any increased cost due to the adoption of a COLA is required to be funded over a period of 15 years, if
applicable.

Based on the above, the projected fiduciary net position is determined to be sufficient compared to projected
benefit payments. Based on the expected level of cash flows and investment returns to the system, the fiduciary
net position as a percentage of total pension liability is projected to increase from its current level in future years.

Since the projected fiduciary net position is projected to be sufficient to pay projected benefit payments in all
future years, the discount rate for purposes of calculating the total pension liability and net pension liability of the
employer is equal to the long-term assumed rate of return on investments. This long-term assumed rate of return
should be net of investment expenses, but gross of administrative expenses for GASB 68 purposes.

Therefore, we have used a discount rate of 7.60%. This rate reflects the long-term assumed rate of return on assets
for funding purposes of 7.50%, net of all expenses, increased by 0.10% to be gross of administrative expenses.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

o Investments — 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 2022 information for a 10-year time horizon.

Note that the valuation assumption for the long-term expected return is re-assessed in detail 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.

Asset Class Benchmark Target Geometric Real
Allocation Rate of Return
(1) 2)
U.S. Equities Dow Jones U.S. Total Stock Market Index 11.50% 4.95%
Global Equities MSCI World (net) Index 2.50% 4.95%
Int'l Equities - MSCI World Ex USA (net) Index 5.00% 4.95%
Developed Markets
Int'l Equities - MSCI Emerging Markets (net) Index 6.00% 4.95%
Emerging Markets
Investment-Grade Bloomberg U.S. Aggregate Bond Index 3.00% 2.40%
Bonds
Strategic Credit FTSE High-Yield Cash-Pay Index 9.00% 3.39%
Direct Lending Morningstar LSTA US Leveraged Loan TR USD Index 16.00% 6.95%
Distressed Debt Cambridge Associates Distressed Securities Index (3) 4.00% 7.60%
REIT Equities 67% FTSE NAREIT All Equity REITs Index + 33% S&P 2.00% 4.15%
Global REIT (net) Index
Master Limited Partnerships Alerian MLP Index 2.00% 5.30%
Private Real Estate Cambridge Associates Real Estate Index (4) 6.00% 5.70%

Partnerships

Private Equity Cambridge Associates Global Private Equity & Venture 25.00% 7.95%
Capital Index (5)

Hedge Funds Hedge Fund Research, Inc. (HFRI) Fund of Funds 6.00% 2.90%
Composite Index

Cash Equivalents 90-Day U. S. Treasury 2.00% 0.20%

(1) Target asset allocation adopted at the March 2023 TCDRS Board meeting.

(2) Geometric real rates of return equal the expected return minus the assumed inflation rate of 2.3%, per Cliffwater's 2023 capital
market assumptions.

(3) Includes vintage years 2006-present of Quarter Pooled Horizon IRRs.

(4) Includes vintage years 2005-present of Quarter Pooled Horizon IRRs.

(5) Includes vintage years 2007-present of Quarter Pooled Horizon IRRs.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

o Changes in Net Pension Liability (Asset)

Increase (Decrease)

Total Pension Plan Fiduciary
Liability Net Position
(a) ()
Balance at 12/31/2021 $ 322,990 |$ 362,085 |$ (39,094)
Changes for the year:
Servicecost 53,328 53,328
Interest on total pension liability (1) 28,600 28,600
Effect of plan changes (2) - -
Effect of economic/demographic gains / losses 7,737 7,737
Effect of assumptions changes or inputs - -
Refund of contributions - - -
Benefit payments - - -
Administrative expenses (240) 240
Member contributions 36,826 (36,826)
Net investment income (26,724) 26,724
Employer contributions 27,641 (27,641)
Other (3) - 9,379 (9,379)
Balance at 12/31/2022 412,655 408,968 3,688

(1) Reflects the change in the liability due to the time value of money. TCDRS does not charge fees or interest.

(2) Reflects plan changes adopted effective in 2022.

(3) Relates to allocation of system-wide items.

o Sensitivity Analysis

The following presents the net pension liability of the employer, calculated using the discount rate of 7.60%,
as well as what the Wylie Northeast Special Utility District net pension liability would be if it were
calculated using a discount rate that is 1 percentage point lower (6.60%) or 1 percentage point higher

(8.60%) than the current rate.

1% Decrease in

Discount Rate

1% Increase in

DiscountRate DiscountRate
(6.60%) (7.60%) (8.60%)
Total pension liability $ 484,944 $ 412,655 $ 353,151
Fiduciary net position 408,968 408,968 408,968
Net pension liability (asset) $ 75976 $ 3,688 $ (55,817)
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

e Pension Expense / (Income)

January 1, 2022, to

December 31, 2022

Service cost $ 53,328
Interest on total pension liability (1) 28,600
Effect of plan changes 0
Administrative expenses 240
Member contributions (36,826)
Expected investment return net of investment expenses (30,264)
Recognition of deferred inflows/outflows of resources (1,046)
Recognition of economic/demographic gains or losses 2,068
Recognition of assumption changes or inputs 2,975
Recognition of investment gains or losses (9,379)
Other (2) $9,696
Pension Expense / (Income) $ 53,328

(1) Reflects the change in the liability due to the time value of money. TCDRS does not charge fees or interest.
(2) Relates to allocation of system-wide items.

o Deferred Inflows / Outflows of Resources

Deferred Inflows of | Deferred Outflows of
Resources Resources
Differences between expected and actual experience $ 13,970 $ 8,893
Changes of assumptions 246 18,223
Net difference between projected and actual earnings - 18,743
Contributions made subsequent to measurement date (1) N/A|  Employer determined|

(1) Reflects District matching contributions made between January 1 and September 30, 2023.

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 December 31:

2023 $ 2,162
2024 $ 3,902
2025 $ 4,349
2026 $ 12,418
2027 $ 1,022
Thereafter $ 7,790,
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

NOTE 5 - LONG TERM DEBT

In August 2007, a Revenue Bond Series was issued to the District. The bond amount was
$2,005,000 and bears interest at the rate range of 4% - 5%. Payments are due annually for 30 years.
The maturity of this bond is August 2037.

In August 2015, a Refunding Bond Series was issued to the District. The bond amount was
$755,000 and bears interest at the rate of 2.79%. Payments are due annually for 15 years. The
maturity of this bond is August 2030.

In August 2022, the District entered into a State Infrastructure Bank (SIB) Loan Agreement with the
Texas Transportation Commission to widen FM 2514 also known as Parker Road in Collin County.
The loan amount was $4,835,00 and bears interest at the rate of 3.16%. Payments are due annually
for 19 years. The maturity of this bond is August 2042.

Principal and interest payments projected for the following five years:

Principal Interest
2024 $ 295,000 $ 213,966
2025 306,000 203,548
2026 318,000 192,722
2027 329,000 189,980
2028 340,000 177,750
2029 and subsequent years 4,666,000 1,168,548

During the year ended September 30, 2023, the following changes occurred in long-term notes for
the District’s Proprietary Funds:

Balance Balance
9/30/22 Additions Retirements 9/30/23
1,757,000 4,835,000 (338,000) 6,254,000

Interest expense for the year ended September 30, 2023 was $193,774.

NOTE 6 — OPERATING LEASE

On July 15, 2021, Wylie Northeast Special Utility District entered into an operating lease agreement
for a postage machine option to lease up-to a 60-month lease term with a fixed quarterly payment of
($246) two hundred and forty-six dollars per quarter beginning July 1, 2021, until July 31, 2026.
Total rent for the 60-month period will be ($4,920) four thousand, nine hundred and twenty dollars.
As of September 30, 2023, the District does not have material leases that require capitalization
under ASC 842.
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Wylie Northeast Special Utility District
Notes to Financial Statements
September 30, 2023

NOTE 7 - OTHER INFORMATION

A.

Risk management - At any given time, the District is exposed to risks of loss related to torts,
theft of, or physical damage to its assets, errors, injuries to employees, and natural disasters.
Commercial insurance coverage in an amount that management believes is sufficient to
cover these risks is maintained.

Commitments - Wylie Northeast Special Utility District is committed to a contract with the
Noth Texas Municipal Water District for the purchase of water. The contract requires a
minimum purchase, and the rate is subject to review and adjustment by NTMWD annually.
Previously the District was paying a monthly rate of $137,918 but this increased to
$148,434.88 effective October 2023. Additionally, this rate is subject to an annual overage
evaluation.

Developer Contributed Capital - The District receives unrestricted funds on occasion from
various developers in return for Wylie Northeast Special Utility District agreeing to provide
services to the end customers. At times, these agreements require the District to provide
labor and supplies on a reimbursement basis. At other times, the developer completes the
project using their own resources and then donates the completed assets to Wylie Northeast
Special Utility District. During the year ended September 30, 2023, developers transferred
assets to the District for the Inspiration Phase 5A-2, 5A-3, and 5B in the amount of $496,251
water distribution assets and another $606,153 for sewer infrastructure. Additionally the
District received $317,176 ($200k from the Collin WCID and $117k from Collin County) to
assist with cost related to the Parker Road project.

Customer Deposits - Each new customer of the District is required to pay a refundable
deposit to secure payment of the customer’s water bill. At September 30, 2023, the District
was obliged to its customers in the amount of $664,336.

Compensated Absences — It is the District’s policy to permit employees to accumulate
earned but unused vacation and sick pay benefits. There is no liability for unpaid
accumulated sick leave since the District does not have a policy to pay any amounts when
employees separate from service. Vacation is normally taken by December 31st of each year
and not carried forward; therefore, no accrual has been made for unused vacation.

NOTE 8 — PRIOR PERIOD ADJUSTMENT

During September 2023, the Board and Management of the District determined that all developer
contributed assets (water and sewer infrastructure) related to the Inspiration neighborhood (Phases
1-5) should be included on the District’s capital asset depreciation schedule going back to 2016.
This led to recording nearly $6.5M in assets and related depreciation expense. The net adjustment
to retained earnings was $5,800,219.

NOTE 9 — SUBSEQUENT EVENTS

Wylie Northeast Special Utility District has evaluated subsequent events through January 17, 2024,
the date which the financial statements were available to be issued.
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Wylie Northeast Special Utility District
Budgetary Comparison Schedule
Utility Fund
For the Year Ended September 30, 2023

Proposed
Budget Final Budget Actual Variance
Operating revenues:
Charges for Services $ 4,987,000 $ 5,667,000 $ 5,844,587 $ 177,587
Tap Connection & Inspections 31,000 40,000 112,854 72,854
Late & Special Charges 46,000 49,500 49,760 260
Miscellaneous Income 54,813 60,493 55,843 (4,650)
Total operating revenues 5,118,813 5,816,993 6,063,044 246,051
Operating expenses:
Water expense 1,695,000 1,695,000 1,627,102 (67,898)
System & Equipment Maintenance 764,206 750,000 558,835 (191,165)
Professional Fees 64,531 69,029 64,216 (4,813)
Payroll and benefit expense 838,600 838,600 799,053 (39,547)
Regulatory Assessments & Fees 50,000 42,000 34,416 (7,584)
Insurance expense 33,000 33,000 27,713 (5,287)
Contract Services 20,000 20,000 49,635 29,635
Directors Fees 14,000 15,000 15,852 852
Bank & Credit Card Charges 135,000 145,000 178,905 33,905
Utilities 85,000 85,000 82,775 (2,225)
Equipment & Storage Rental 1,500 1,500 1,244 (256)
Dues & Subscriptions 6,500 6,500 4,746 (1,754)
Office Printing, Postage & Data Processing 227,880 207,955 84,332 (123,623)
Depreciation and amortization 175,000 175,000 702,550 527,550
Total operating expenses 4,110,217 4,083,584 4,231,374 147,790
Operating income (loss) 1,008,596 1,733,409 1,831,670 98,261
Nonoperating revenue (expenses):
Capital Reimbursements $ -3 - $ 1,419,582 $ 1,419,582
Interest Income - - 500,316 500,316
Gain/(loss) on disposal of capital assets (30,445) (30,445) 14,500 44,945
Interest Expense (99,171) (99,171) (193,774) (94,603)
Total nonoperating revenue (expenses): (129,616) (129,616) 1,740,624 1,870,240
Change in net assets 878,980 1,603,793 3,572,294 1,968,501
Total net assets-beginning 17,290,168 17,290,168 17,290,168 -
Prior period adjustment - - 5,800,219 5,800,219
Total net assets-ending $ 18,169,148 § 18,893,961 $ 26,662,681 $ 7,768,720

See independent auditor's report.
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Wylie Northeast Special Utility District
Required Supplementary Information
Texas County & District Retirement System

Schedule of Employer Contributions (1)

LAST 10 CALENDAR YEARS*

Actuarially Contribution Pensionable Actual Contribution

Year Ending Determined Actual Employer Deficiency Covered Payroll as a % of Covered
December 31 Contribution (1) Contribution (1) (Excess) 2) Payroll

2016 $ 9,621 $ 9,621 $ 242,954 4.0%

2017 § 16,592 $ 16,592 $ - $ 418,989 4.0%

2018 $ 16,139 $ 16,139 $ - $ 437,366 3.7%

2019 § 16,488 $ 16,488 $ - $ 445,618 3.7%

2020 $ 17,763 $ 17,763 $ - $ 466,230 3.8%

2021 § 16,989 $ 16,989 $ - $ 448,757 3.8%

2022 $ 27,619 $ 27,641 $ 22) $ 526,086 5.3%

(1) TCDRS calculates actuarially determined contributions on a calendar year basis. GASB
Statement No. 68 indicates the employer should report employer contribution amounts on a fiscal
vear basis as deferred outflows of resources on the following schedule.

(2) Payroll is calculated based on contributions as reported to TCDRS.

* Schedule is intended to show information for 10 years.
Additional years will be displayed as they become available.

See Independent Auditor's Report

28



Wylie Northeast Special Utility District
Required Supplementary Information
Texas County & District Retirement System
Schedule of Deferred Inflows and Outflows of Resources

Expense / (Income) Calculation Balances of Deferred Inflows and
Outflows as of 12/31/2022
Original Amount
Original Date Recognition Recognized for
Amount Established Period (1) 2022 (1)
(A) (B) (C) (A)/(C) Inflows Outflows

Investment (gains) or loses

$ 56,988 12/31/2022 5.0 $ 11,398 $ - $ 45,590

$ (40,347) 12/31/2021 5.0 $ (8,069) $ 24,209 $ -

$ (2,249)  12/31/2020 5.0 $ (450) S 899 $ -

$ (8,703)  12/31/2019 5.0 $ (1,741)  $ 1,739 $ -

$ 9,177 12/31/2018 5.0 $ 1,837 $ - $ -
Economic / demographic (gains) or losses

$ 7,737 12/31/2022 8.0 $ 967 $ - $ 6,770

$  (16,748) 12/31/2021 8.0 $ (2,094) § 12,560 $ -

$ (895)  12/31/2020 12.0 $ (75 $ 670 $ -

$ (1,068)  12/31/2019 13.0 $ ®2) § 740 $ -

$ 3,151 12/31/2018 14.0 $ 225 $ - $ 2,026

$ 153 12/31/2017 14.0 $ 11 $ - $ 87

$ 23 12/31/2016 14.0 $ 2 $ - $ 10
Assumption changes or inputs

$ - 12/31/2022 8.0 $ - $ - $ -

$ 1,774 12/31/2021 8.0 $ 222 $ - $ 1,330

$ 22,524 12/31/2020 12.0 $ 1,877 $ - $ 16,893

$ - 12/31/2019 13.0 $ - $ - $ -

$ - 12/31/2018 14.0 $ - $ - $ -

$ (432)  12/31/2017 14.0 $ 31 246 $ -

$ - 12/31/2016 14.0 $ - $ - $ -

Employer contributions made subsequent to measurement date (2)

(1) Investment (gains)/losses are recognized in pension expense over a period of five years;
economic/demographic (gains)/losses and assumption changes or inputs are recognized over the rounded
average remaining service life for all active, inactive, and retired members. The current vear recognition

Status Count Remaining Recognition
Service Period
Current Active Members 9 102 N/A
Current Inactive Members 4 0 N/A
Current Retirees and 0 0 N/A
Total 13 102 8

(2) Any eligible employer contributions made subsequent to the measurement date
through the employer’s fiscal year end of September 30.

See Independent Auditor's Report
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Wylie Northeast Special Utility District
Required Supplementary Information
Texas County & District Retirement System

Notes to Pension Schedules

Actuarially determined contribution rates are calculated each December

Valuation Date: 31, two years prior to the end of the fiscal year in which contributions are
reported.

Methods and assumptions used to determine contribution rates:

Actuarial Cost Method Entry Age

Amortization Method Level percentage of payroll, closed

Remaining Amortization Period 18.0 years (based on contribution rate calculated in 12/31/2022 valuation)

Asset Valuation Method 5-year smoothed market

Inflation 2.50%

Salary Increases Varies by age and service. 4.7% average over career including inflation.

Investment Rate of Return 7.50%, net of administrative and investment expenses, including inflation

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

135% of the Pub-2010 General Retirees Table for males and 120% of the
Mortality Pub-2010 General Retirees Table for females, both projected with 100%
of the MP-2021 Ultimate scale after 2010.

Changes in Assumptions and Methods Reflected in the Schedule of Employer Contributions*
2015: New inflation, mortality and other assumptions were reflected.
2017: New mortality assumptions were reflected.
2019: New inflation, mortality and other assumptions were reflected.
2022: New investment return and inflation assumptions were reflected.

Changes in Plan Provisions Reflected in the Schedule of Employer Contributions*
2015: No changes in plan provisions were reflected in the Schedule.
2016: No changes in plan provisions were reflected in the Schedule.
2017: New Annuity Purchase were reflected for benefits earned after 2017.
2018: No changes in plan provisions were reflected in the Schedule.
2019: No changes in plan provisions were reflected in the Schedule.
2020: No changes in plan provisions were reflected in the Schedule.
2021: No changes in plan provisions were reflected in the Schedule.
2022: No changes in plan provisions were reflected in the Schedule.

See Independent Auditor's Report
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TEXAS SUPPLEMENTARY INFORMATION (TSI)
(Other Supplementary Information)



TSI-1
Wylie Northeast Special Utility District
Services and Rates
September 30, 2023

1. Services provided by the District:

_X_ Retail Water __ Wholesale Water _ Drainage
____ Retail Wholesaler ___ Wholesale Wastewater _ Irrigation
_ Parks/Recreation __ Fire Protection _ Security
~_ Solid Waste/Garbage ~ Flood Control ___ Roads

_ Participates in joint venture, regional system and/or wastewater service (other than
emergency interconnect)
X_ Other (specify): Retail Sewer

2. Retail Rates Based on 5/8” Meter:

Flat Rate  Rate per 1000 Usage Levels
Gallons

WATER: N $ 7.46 - 105,000
8.44 5,001 to 10,000

9.57 10,001 to 15,000

10.63 15,001 to 20,000

$ 11.68 20,001 to Over

District employs winter averaging for wastewater usage? Yes X No

Total charges per 10,000 gallons usage: Water: $ 109.50  Wastewater: $ 56.00
Basic water service § 30.00 per meter, sewer $  36.00

Water Retail Connections:

Total Active ESFC Active
Meter Size Connections Connections Factor ESFCs
< 3/4" 3,181 3,135 X 1.0 3,135
1" 50 49 X 25 123
11/2" 6 6 X 5.0 30
2" 37 34 X 8.0 272
3" 3 2 X 15.0 30
4" 2 2 X 25.0 50
6" 0 0 X 50.0 0
8" 2 2 X 80.0 160
10" 0 0 X 115.0 0
Total Water 3,281 3,221 3,800
Total Wastewater 1,721 1,710

See independent auditor’s report.

32




Wylie Northeast Special Utility District
Services and Rates (continued)
September 30, 2023

3. Total water consumption (rounded to the nearest 1,000) during the fiscal year:
Gallons pumped into system: (Oct. 2022 — Sept. 2023) 400,521,000
Gallons billed to customers: 374,607,986
Water Accountability Ratio: 87%

4. Standby Fees: District does not levy standby fees.

5. Location of District: 745 Parker Road, Wylie, TX 75098

County(ies) in which district is located.
Is the District located entirely in one county? X Yes ___ No

City(ies) in which District is located: Collin

Is the District located within a city’s extra territorial jurisdiction (ETJ)?
Entirely X Partly Not at all

ETlJs in which District is located. : St. Paul, Wylie, Lucas, Parker

Is the general membership of the Board appointed by an office outside the
District? Yes X No

If yes, by whom? ___n/a

See independent auditor’s report.
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Wylie Northeast Special Utility District
Utility Fund Expenses
September 30, 2023

Personnel Expenditures (including benefits)*

Professional Fees:
Auditing
Legal
Engineering

Purchased Services For Resale:
Bulk Water

Utilities

Repairs and Maintenance
System Maintenance
Sewer Repairs & Maintenance
Sewer Usage Expense
Fleet Maintenance

Administrative Expenditures:
Insurance
Contract Labor
Office expenses
General and Administrative

Other Expenditures
Depreciation & Amortization
Miscellaneous
Interest Expense

TOTAL EXPENDITURES

TSI-2

$ 799,053

15,029
23,961
25,225

1,627,102
82,775
143,852
13,288

363,798
37,896

27,713
49,635
84,332
235,163
702,550

193.774

$ 4.425.149

* Number of persons employed by the District: _10 Full-Time ___ Part-Time

See independent auditor’s report.
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Wylie Northeast Special Utility District

Money Market Fund
Reserve Money Market #4321
Reserve Money Market #9658
Special Money Market #7215
Building Money Market #1272
Reserve Money Market #6769
Reserve Money Market #9543
Special Money Market #3743
Building Money Market #6081

Total Money Market

Building Fund CD

Total Interest Bearing

Temporary Investments
September 30, 2023

Interest Maturity
Rate Date
5.91% N/A
5.91% N/A
5.91% N/A
5.91% N/A
5.91% N/A
5.91% N/A
5.91% N/A
5.91% N/A
4.30% 04/12/2024

See independent auditor’s report.
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Balance

at End

of Year
$ 30,421
32,281
219,291
2,192,494
342,700
1,680,190
43,849
1,291,683

$ 5,832,908

§ 23,007

$5,855.915

TSI-3



TSI-5

Wylie Northeast Special Utility District
Long-Term Debt Service Requirements
September 30, 2023

Fiscal Year End
September 30 Principal Interest Total

$

2024 $ 295,000 $ 213,966 508,966
2025 306,000 203,548 509,548
2026 318,000 192,722 510,722
2027 329,000 189,980 518,980
2028 340,000 177,750 517,750
2029 352,000 165,072 517,072
2030 364,000 151,906 515,906
2031 315,000 138,344 453,344
2032 325,000 126,734 451,734
2033 340,000 114,716 454,716
2034 350,000 102,132 452,132
2035 365,000 89,140 454,140
2036 380,000 75,582 455,582
2037 390,000 61,458 451,458
2038 280,000 46,926 326,926
2039 290,000 38,078 328,078
2040 295,000 28,914 323,914
2041 305,000 19,592 324,592
2042 315,000 9,954 324,954
$ 6,254,000 $ 2,146,514 $ 8,400,514

See independent auditor’s report.
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Beginning Bonds Outstanding
Issued during the year
Retired during the year

Ending Outstanding Balance

Interest Rates

Maturity Dates

Wylie Northeast Special Utility District
Change in Long-Term Bonded Debt
September 30, 2023

TSI-6

Bond Series 2007 Bond Series 2015 SIB
1,330,000 427,000 -
- - 4,835,000
(65,000) (48,000) (225,000)
$ 1,265,000 $ 379,000 $ 4,610,000
4.00% - 5.00% 2.79% 3.16%
&/15/2037 8/15/2030 8/15/2042

See independent auditor’s report.
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TSI-8
Wylie Northeast Special Utility District
Board Members, Key Personnel and Consultants
September 30, 2023

Complete District Mailing Address: 745 Parker Rd. Wylie, TX 75098
District Telephone Number: 972-442-2075
Submission Date of the most recent District Registration Form:

Limit on Fees of Office that a Director may receive

during a fiscal year: $ 7,200
Term of
Office Fees of Expense

(Elected or  Office Paid Reimbursements Title at

Date Hired 09/30/23 09/30/23 Year End
Names:
Board Members:
Jimmy Beach 2022-2025 $4,800 $ - President
Clinton Davis 2021-2024 $ 2,692 Vice President
Ron Dawes 2022-2026 $ 2,692 - Director
Lance Ainsworth 2021-2024 $ 2,692 Secretary
Jason West 2022-2026 $ 2,692 - Director
Key Administrative
Personnel:
Chester W. Adams 8/2/2010 $ 106,178 - General Manager
Amanda Horst 7/5/2010 $89,635 Office Manager
Consultants:
James Wilson $ 23,961 - Attorney
DUNAWAY DBI $ 25,225 Engineer
Vail & Park, P.C. $ 15,029 - Auditor

See independent auditor’s report.
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Murrey Paschall & Caperton PC
Certified Public Accountants

January 17, 2024

To the Board of Directors and Management
Wylie Northeast Special Utility District

We have audited the financial statements of the business type activities of the Wylie Northeast
Special Utility District (District) as of and for the year ended September 30, 2023, and have
issued our report thereon dated January 17, 2024. Professional standards require that we advise
you of the following matters relating to our audit.

OUR RESPONSIBILITY IN RELATION TO THE FINANCIAL STATEMENT AUDIT

As communicated in our engagement letter dated July 12, 2023, our responsibility, as described
by professional standards, is to form and express an opinion(s) about whether the financial
statements that have been prepared by management with your oversight are presented fairly, in
all material respects, in accordance with accounting principles generally accepted in the United
States of America. Our audit of the financial statements does not relieve you or management of
your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to
obtain reasonable, rather than absolute, assurance about whether the financial statements are free
of material misstatement. An audit of financial statements includes consideration of internal
control over financial reporting as a basis for designing 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 over financial reporting. Accordingly, as part of our audit, we considered
the internal control of the District solely for the purpose of determining our audit procedures and
not to provide any assurance concerning such internal control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures for the purpose of identifying other
matters to communicate to you.

PLANNED SCOPE AND TIMING OF THE AUDIT

We conducted our audit consistent with the planned scope and timing we previously
communicated to you.



COMPLIANCE WITH ALL ETHICS REQUIREMENTS REGARDING INDEPENDENCE

The engagement team has complied with all relevant ethical requirements regarding
independence.

SIGNIFICANT AUDIT FINDINGS
Qualitative Aspects of the District’s Significant Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Wylie Northeast Special Utility District are described
in Note I to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during 2023. No matters have come to our
attention that would require us, under professional standards, to inform you about (1) the
methods used to account for significant unusual transactions and (2) the effect of significant
accounting policies in controversial or emerging areas for which there is a lack of authoritative
guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s current judgments. Those judgments are normally based on
knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
markedly from management’s current judgments. The most sensitive estimate affecting the
Wylie Northeast Special Utility District’s financial statements was:

Management’s estimate of the depreciation of the District’s fixed assets is based
upon management’s estimate of the specific assets useful life and the cost of the
assets is depreciated accordingly. We evaluated the key factors and assumptions
used to develop the depreciation estimate in determining that it is reasonable in
relation to the financial statements taken as a whole.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgement and are particularly
sensitive because of their significance to financial statement users.

The disclosure of long-term bonds in Note V to the financial statements as these
represent significant future debt payments in the form of interest and principal.

The financial statement disclosures are neutral, consistent, and clear.
Significant Unusual Transactions

For purposes of this communication, professional standards require us to communicate to you
significant unusual transactions identified during our audit. There were no unusual transactions
noted.



Significant Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are clearly trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. In addition,
none of the misstatements detected as a result of audit procedures and corrected by management
were material, either individually or in the aggregate, to each opinion unit’s financial statements
taken as a whole.

These included adjustments to:
e Record the TCDRS GASB 68 Retirement Plan Valuation adjustments.
e True up inventory based on report of physical counts as of yearend.
e Accrue the quarterly (June — September) sewer usage invoice to accounts payable.
e Tie out yearend payroll accrued expenses.
e Tie out current versus long term debt to bond amortization schedules.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
financial statements or the auditor’s report. We are pleased to report that no such disagreements
arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated January 17, 2024.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Wylie Northeast Special
Utility District’s financial statements or a determination of the type of auditor’s opinion that may
be expressed on those statements, our professional standards require the consulting accountant to
check with us to determine that the consultant has all the relevant facts. To our knowledge, there
were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Wylie Northeast Special
Utility District’s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.

e Prior Period Audit Adjustment - During September 2023, the Board and Management of
the District determined that all developer contributed assets (water and sewer
infrastructure) related to the Inspiration neighborhood (Phases 1-5) should be included on



the District’s capital asset depreciation schedule going back to 2016. This led to
recording nearly $6.5M in assets and related depreciation expense. The net adjustment to
retained earnings was $5,800,219.

OTHER MATTERS

We applied certain limited procedures to the MD&A, Budget and Actual schedules, GASB 68
Pension schedules, as well as the Texas Supplementary Information Schedules, which are
required supplementary information (RSI) that supplements the basic financial statements. Our
procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide
any assurance on the RSI.

RESTRICTION ON USE

This information is intended solely for the information and use of the Board of Directors and
management of the Wylie Northeast Special Utility District and is not intended to be, and should
not be, used by anyone other than these specified parties.

Very truly yours,

MW..}/ ﬂw&..uz_ i Capato  PC

Murrey Paschall & Caperton, P.C.





