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WILF & HENDERSON, P.C.

CERTIFIED PUBLIC ACCOU N TANTS  Memberof American Institute of Certified Public Accountants

Member of Private Company Practice Section
Member of AICPA Governmental Audit Quality Center

Independent Auditor’s Report

Honorable Mayor and
Members of the City Council
City of Caddo Mills, Texas

Members of the Council:
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component unit, each major fund, and the aggregate remaining fund
information, including the fiduciary fund financial statements, of the City of Caddo Mills, Texas (the City), as of
and for the year ended September 30, 2025, and the related notes to the financial statements, which collectively
comprise the City’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 governmental activities, the business-type activities, the aggregate discretely presented
component unit, each major fund, and the aggregate remaining fund information, including the fiduciary fund
financial statements, of the City of Caddo Mills, Texas, as of September 30, 2025, 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
and the standards applicable to the financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the City, and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

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 City’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.
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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 and Government 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 and Government Auditing
Standards, we:

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the City’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 City’s ability to continue as a going concern for a reasonable period of time.

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4-8, and the budgetary comparison information on page 49, schedule of changes
in net pension liability & related ratios on page 50, schedule of contributions on page 51, the schedule of changes
in total OPEB liability & related ratios on page 52, and the notes to Texas Municipal Retirement System on page
53, which are required supplementary information (RSI) 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.



Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the Schedule of Delinquent Taxes Receivable, Historical Schedule of Property Tax Rates, and
Historical Schedule of Assessed Property Valuation, but does not include the basic financial statements and our
auditor’s reports thereon. Our opinions on the basic financial statements do not cover the other information, and
we do not express an opinion or any form of assurance thereon.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 5, 2026, on our
consideration of the City of Caddo Mills, Texas’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City of Caddo Mills, Texas’ internal control over financial reporting and
compliance.

itkndgsm,f U

WILF & HENDERSON, P.C.
Certified Public Accountants
Texarkana, Texas

March 5, 2026



Management Discussion and Analysis

As management for the City of Caddo Mills, Texas, we offer readers of the City’s financial statements this
overview and analysis of the financial activities of the City for the fiscal year ended September 30, 2025. This
discussion should be read in conjunction with the financial statements and related notes.

FINANCIAL HIGHLIGHTS:

o Government-wide net position reported in the Statement of Activities is $24,075,827. Of this amount
$12,549,959 is the net investment in capital assets, $99,288 is restricted for debt service or municipal court
use, $7,285,855 restricted for capital projects, $53,473 is restricted for economic development, leaving
$4,045,740 of unrestricted net position.

e Government-wide net position increased by $2,697,485.

e TEach of the City’s fund financial statements reported changes in equity as follows:

General Fund — ($881,667) decrease

Debt Service Fund — ($64,177) decrease

Capital Projects Fund — ($879,341) decrease
Other Governmental Funds — ($36,039) decrease
Water & Sewer Fund - $2,056,567 increase

Comparative data is presented at the end of this section to facilitate further analysis of the City’s financial activity.

USING THIS ANNUAL REPORT:

This annual report consists of a series of financial statements. The government-wide financial statements include the
Statement of Net Position and the Statement of Activities. These provide information about the activities of the City as
a whole and present a long-term view of the City’s financial condition. They reflect the flow of total economic
resources in a manner similar to the financial reports of a business enterprise.

Fund financial statements report the City’s operations in more detail than the government-wide statements by
providing information about the City’s most significant funds. Governmental fund statements tell how services were
financed in the short-term, as well as what resources remain for future spending. They reflect the flow of current
financial resources, and supply the basis for funding requests and appropriations from the State. Proprietary fund
statements offer short and long-term financial information about the activities the government operates like
businesses, such as the water and sewer system. The statements are followed by a section of required supplementary
information that further explains and supports the information in the financial statements.

The notes to the financial statements provide narrative explanations or additional data needed for full disclosures for
the government-wide statements and the fund financial statements.

REPORTING THE CITY AS A WHOLE GOVERNMENT-WIDE FINANCIAL STATEMENTS:

The Statement of Net Position and the Statement of Activities

Government-wide financial statements provide an analysis of the City’s overall financial condition and operations.
The primary objective of these statements is to show whether the City’s financial condition has improved or
deteriorated as a result of the year’s activities.



The Statement of Net Position includes all the City’s assets and liabilities while the Statement of Activities includes all
the revenue and expenses generated by the City’s operations during the year. Government-wide statements utilize the
accrual basis of accounting, which is the same method used by most private sector companies.

All of the current year’s revenue and expenses are taken into account regardless of when cash is received or paid. The
City’s revenue is divided into the following categories: 1) charges for services, 2) operating grants and contributions,
3) capital grants and contributions and 4) general revenues not associated with any specific program function. All of
the City’s assets are reported whether they serve the current year or future years. Liabilities are also reported
regardless of whether they must be paid in the current or future years.

These two statements report the City’s net position and the changes in it. The City’s net position (the difference
between assets and liabilities) provide one measure of the City’s financial health or financial position. Over time,
increases or decreases in the City’s net position are one indicator of whether its financial health is improving or
deteriorating. To fully assess the overall health of the City, you should consider non-financial factors as well, such as
changes in the City’s request for services from citizens and the condition of the City’s facilities.

In the Statement of Net Position and the Statement of Activities:

Governmental Activities - Most of the City’s services are reported here, including, administration, judicial, public
works, police, fire, code enforcement, parks and recreation and airport. Property taxes and state and federal grants
finance most of these activities.

Business-type Activities - The City charges fees to customers to help it cover the cost of certain services it provides.
The City’s water and sewer system operations and sanitation services are reported here.

REPORTING THE CITY’S MOST SIGNIFICANT FUNDS:

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds. The City’s administration
establishes funds to help it control and manage money for particular purposes. The City’s two kinds of funds -
governmental and proprietary use different accounting approaches.

Governmental Funds - The City reports most of its basic services in governmental funds. Governmental funds use the
modified accrual basis of accounting (a method that measures the receipt and disbursement of cash and other financial
assets that can be readily converted to cash) and they report balances that are available for future spending.
Governmental fund statements provide a detailed short-term view of the City’s general operations and the basic
services it provides. We describe the accounting differences between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds in reconciliation schedules found
after each of the governmental fund financial statements. '

Proprietary Funds - The Proprietary/Enterprise fund is used to account for operations that are financed in a manner
similar to private business enterprises where the costs (expenses, including depreciation) of providing water and sewer
services to the general public on a continuing basis are financed through user charges.

Fiduciary Funds — Fiduciary Funds are used to account for resources held by the City in a custodial capacity for
others; these resources cannot be used to support the City’s own programs and are not included in the government-
wide financial statements.



GOVERNMENT-WIDE FINANCIAL ANALYSIS:

Net position serves as one useful indicator of a government’s financial position. In the case of the City, the combined
net position exceeded liabilities by $24,075,827 at the close of fiscal year 2025.

FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS:

The net position of the City’s activities increased by $2,697,485 during 2025. Unrestricted net position - the part of net
position that can be used to finance day-to-day operations without constraints established by debt covenants, enabling
legislation, or other legal requirements was $4,045,741.

Current assets

Restricted assets

Capital assets
Total Assets

Deferred outflows of resources

Current liabilities

Long-term liabilities

Net pension and OPEB liability
Total Liabilities

Deferred inflow of resources

Net Position:
Net investment in
capital assets
Restricted
Unrestricted
Total Net Position

City of Caddo Mills
Statement of Net Position

Governmental Activities

Business-Type Activities

Component Unit

2025 2024 2025 2024 2025 2024

$ 3,637,709 $ 4,331,304 $ 4012049 § 4,012,682 $ 1,364,078 § 1,183,567
3,174,670 4,203,061 4,367,550 4,367,111 - -

8,034,161 5,355,988 22,987,144 21,467,807 741,125 731,617

14,846,540 13,890,853 31,366,743 29,847,600 2,105,203 1,915,184
211,735 90,512 58,068 24,823 - -
475,605 390,085 2,423,615 2,223,287 - -
6,668,475 6,855,791 11,970,578 12,821,880 - -
635,187 75,810 174,199 20,790 - -
7,779,267 7,321,686 14,568,392 15,065,957 - -
48,954 44,337 10,646 6,725 - -

1,493,501 (1,499,803) 11,056,457 8,645,927 741,125 731,617

3,224,454 4,118,188 4,255,674 3,806,085 1,364,078 1,183,567
2,512,099 3,996,957 1,533,642 2,347,729 - -

$ 7230054 $ 6615342 $ 16,845,773 $ 14,799,741 $ 2105203 $ 1,915,184




City of Caddo Mills
Statement of Activities

Governmental Activities Business-Type Activities Component Unit
Revenues 2025 2024 2025 2024 2025 2024
Program Revenues
Charges for Services $ 1,605839 § 741,655 $ 4,816,637 $ 4,243,339 3 - $ -
Operating Grants and Contributions - 75,000 - - - -
Capital Grants and Contributions 324,639 407,861 - 5,000 - -
General Revenues
Property taxes 3,340,639 2,684,288 - - - -
Other taxes 1,005,581 823,628 - - 468,160 382,358
Investment earnings 121,674 231,277 64,444 . 112,874 25,686 82,700
Miscellaneous 204,278 299,267 - - 14,750 10,600
Impact fees - - 805,605 1,629,684 - -
Total General Revenues 6,602,650 5,262,976 5,686,686 5,990,897 508,596 475,658
Expenses
Administration : 2,051,571 1,444,531 - - - -
Building inspections 429,497 299,398 - - - -
Judicial 92,442 106,908 - - - -
Police department 1,626,493 1,307,283 - - - -
Fire protection 395,884 241,151 - - - -
Airport 319,203 167,767 - - - -
Public works 29,162 27,642 - - - -
Parks & recreation - 110,049 - - - -
Grant expenditures 33,528 75,000 - - - -
Interest and fiscal charges 201,294 273,083 - - - -
Water, sewer and garbage - - 4,412,777 3,868,041 - -
CMEDC - - - - 318,577 269,688
Total Expenses 5,179,074 4,052,812 4,412,777 3,868,041 318,577 269,688
Other Sources (Uses)
Operating transfers in (out) (782,658) (916,383) 782,658 960,233 - (43,850)
Total Other Sources (Uses) (782,658) (916,383) 782,658 960,233 - (43,850)
Increase (Decrease) in Net Position 640,918 293,781 2,056,567 3,083,089 190,019 162,120
Beginning Net Position 6,615,342 6,321,561 14,799,741 11,716,652 1,915,184 1,753,064
Adjustments and restatements (26,206) - (10,535) - - -
Ending Net Position $ 7,230,054 $ 6,615,342 $ 16,845,773 $ 14,799,741 $ 2,105203 § 1915184

FINANCIAL ANALYSIS OF THE CITY’S FUNDS:

As the City completed the year, its governmental funds reported a combined fund balance of $6,288,224 and
proprietary funds reported a net position of $16,845,773 for a decrease of ($1,861,224) and an increase 0f $2,056,567
respectively.



CAPITAL ASSET AND DEBT ADMINISTRATION:

Capital Assets - The City’s capital assets reported in governmental activities and business-type activities was
$8,034,161 and $22,987,144, respectively or $31,762,430, including the component unit, in total government-wide.
Capital assets include land, construction in progress, buildings and improvements, equipment and vehicles, net of
accumulated depreciation. Net changes in capital assets in governmental activities and business-type activities were
$2,678,173 increase and $1,519,337 increase, respectively after current year depreciation expense of $237,793
(governmental activities) and $828,934 (business-type activities). Additional information on the City’s capital assets
can be found in note 5 to the financial statements.

Long-term Debt - At year-end the City had $6,668,475 in bonds outstanding in governmental activities —a decrease of
($187,316). At year-end the City has $11,970,578 in bonds outstanding in business-type activities — a decrease of
($851,302). Additional information on the City’s long-term debt can be found in note 6 to the financial statements.

BUDGETARY HIGHLIGHTS & ECONOMIC FACTORS:

The City continues to experience significant residential and commercial growth. Development within the DR Horton
Trailstone subdivision is approximately 70% complete, with additional phases planned. Other subdivisions, including

. Stonehaven and Caddo Downs, have been completed, while Fox Landing and Brushy Creek are currently under
construction. Several additional residential developments proposing more than 8,000 single-family homes are in the
planning stages. The City also has three commercial developments under review that will include retail, medical, and
multi-family uses.

To support this growth, the City has established two Tax Increment Reinvestment Zones (TIRZ #1 and TIRZ #2) in
partnership with Hunt County and the Hunt Memorial Hospital District. The City is also designing a new wastewater
treatment plant funded through $6,000,000 in bond proceeds. Parks and recreation improvements continue, including
Phase 1 of the City Lake Parks project and planned improvements to Hooten Park, supported by $1,500,000 in Texas
Parks and Wildlife grants with matching City funds.

As development continues, revenues from sales tax, property tax, utility services, and development-related fees are
increasing. In 2025, the City updated its water and sewer impact fees to help ensure that new development contributes
to the cost of infrastructure needed to support continued growth.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT:

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it receives. If you have
questions about this report or need additional information, contact the City Finance Manager at (903) 527-3116.



Basic Financial Statements



ASSETS
Cash and cash equivalents
Certificates of deposit
Property taxes receivable, net
Sales taxes receivable
Fines receivable
Accounts receivable, net
Lease receivable
Loans receivable
Interfund balances
Restricted Assets:
Cash and cash equivalents - capital projects
Cash and cash equivalents - debt service
Cash and cash equivalents - municipal court
Capital assets:
Non-depreciable capital assets
Capital assets, net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows-related to pensions
Deferred outflows-related to OPEB

Total Deferred Outfiows of Resources

LIABILITIES

Accounts payable

Construction payable

Accrued salaries

Accrued interest

Unearned revenue

Deposit payable

Net pension liability

Net OPEB liability

Long-term liabilities:
Bond premium
Bonds payable - due within one year
Notes payable - due within one year
Compensated absences - due within one year
Bonds payable - due in more than one year
Notes payable - due in more than one year
Compensated absences - due in more than one year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows-leases
Deferred inflows-related to pensions
Deferred inflows-related to OPEB
Total Deferred Inflows of Resources

NET POSITION
Net investment in capital assets
Restricted for debt service
Restricted for capital projects
Restricted for municipal court
Restricted for economic development
Unrestricted

Total Net Position

City of Caddo Mills, Texas
Statement of Net Position

September 30, 2025

Primary Government

Total
Governmental Business-type Primary Component
Activities Activities Government Unit
3,694,135 3 3,031,820 $ 6,725,955 $ 127,268
- - - 1,050,997
77,327 - 77,327 -
171,373 - 171,373 85,674
24,838 - 24,838 -
12,788 627,354 640,142 139
10,123 - 10,123 -
- - - 100,000
(352,875) 352,875 - -
3,036,148 4,325,611 7,361,759 -
85,049 41,939 126,988 -
53,473 - 53,473 -
4,063,616 6,610,459 10,674,075 741,125
3,970,545 16,376,685 20,347,230 -
14,846,540 31,366,743 46,213,283 2,105,203
205,904 56,470 262,374 -
5,831 1,598 7,429 -
211,735 58,068 269,803 -
367,286 452,844 820,130 -

- 75,904 75,904 -
69,419 14,953 84,372 -
38,900 35,972 74,872 -

- 1,491,731 1,491,731 -

- 352,211 352,211 -

599,732 164,477 764,209 -
35,455 9,722 45,177 -
347,253 470,687 817,940 -
250,000 655,000 905,000 -
34,658 - 34,658 -
22,672 3,184 25,856 -
5,450,000 10,805,000 16,255,000 -
458,749 - 458,749 -
105,143 36,707 141,850 -
7,779,267 14,568,392 22,347,659 -
10,123 - 10,123 -
24,394 6,686 31,080 -
14,437 3,960 18,397 -
48,954 10,646 59,600 -
1,493,501 11,056,457 12,549,958 741,125
93,321 5,967 99,288 -
3,036,148 4,249,707 7,285,855 -
53,473 - 53,473 -
- - - 1,364,078
2,553,611 1,533,642 4,087,253 -
7,230,054 3 16,845,773 $ 24,075,827 3 2,105,203

The accompanying notes are an integral part of these financial statements
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ASSETS
Cash and cash equivalents
Cash and cash equivalents - restricted
Accounts receivable, net
Sales taxes receivable
Fines receivable
Property taxes receivable, net
Due from other funds
Total Assets

LIABILITIES
Accounts payable
Due to other funds
Accrued salaries and benefits
Total Liabilities

DEFERRED INFLOWS OF RESOURCES

Unavailable revenue - property taxes

Total Deferred Inflows of Resources

FUND BALANCES

Restricted for:

Debt service

Municipal court

Capital improvements
Assigned for:

Airport
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows of

Resources, and Fund Balances

CITY OF CADDO MILLS, TEXAS

BALANCE SHEET

GOVERNMENTAL FUNDS

SEPTEMBER 30, 2025

Non-Major Total
Debt Capital Governmental  Governmental

General Service Projects Fund Funds
$ 3,576,061 § - $ - $ 118,074 $ 3,694,135
53,473 85,049 3,036,148 - 3,174,670

- - - 12,788 12,788
171,373 - - - 171,373
24,838 - - - 24,838
30,155 47,172 - - 77,327

- - - 3,532 3,532

$ 3,855900 § 132,221 $§ 3,036,148 § 134,394 § 7,158,663
367,097 - - 189 367,286
356,407 - - - 356,407
69,419 - - - 69,419
792,923 - - 189 793,112
30,155 47,172 - - 77,327
30,155 47,172 - - 77,327

. 85,049 - - 85,049

53,473 - - - 53,473

- - 3,036,148 - 3,036,148

- - - 134,205 134,205
2,979,349 - - - 2,979,349
3,032,822 85,049 3,036,148 134,205 6,288,224
$ 3855900 8§ 132,221  § 3,036,148 § 134,394 § 7,158,663

The accompanying notes are an integral part of these financial statements.
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CITY OF CADDO MILLS, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2025

Total Fund Balances - Governmental Funds 6,288,224

Capital assets used in governmental activities are not financial resources and therefore

are not reported in governmental funds. At the beginning of the year, the cost of these assets

was $8,015,574 and the accumulated depreciation was ($2,659,586). In addition, long-term

liabilities, including bonds payable, are not due and payable in the current period, and, therefore

are not reported as liabilities in the funds. At the beginning of the year, the balances of these

liabilities were ($6,899,422). The net effect of including the beginning balances for capital

assets (net of depreciation) and long-term debt in the governmental activities is to (decrease)

net position. (1,543,434)

Current year capital outlays and long-term debt principal payments are expenditures in the

fund financial statements but they should be shown as increases in capital assets and

reductions in long-term debt in the government-wide financial statements. The net effect of

including the 2025 capital outlays of $2,915,966 and debt principal payments of $273,619

is to increase net position. 3,189,585

The 2025 depreciation expense increases accumulated depreciation. The net effect of the
current year's depreciation is to (decrease) net position. : (237,793)

Included in the noncurrent assets/(liabilities) is the recognition of the City's net pension asset/(liability)

required by GASB 68 in the amount of ($599,732), a deferred resource inflow in the amount of

($24,394), and a deferred resource outflow in the amount of $205,904. This resulted in an (418,222)
(decrease) in net position. g

Included in the noncurrent assets/(liabilities) is the recognition of the City's net OPEB asset/(liability)

required by GASB 75 in the amount of ($35,455), a deferred resource inflow in the amount of

($14,437), and a deferred resource outflow in the amount of $5,831. This resulted in 2 (44,061)
(decrease) in net position.

Various other reclassifications and eliminations are necessary to convert from the modified -

accrual basis of accounting to accrual basis of accounting. These include recognizing deferred

revenue as revenue, eliminating interfund transactions, reclassifying the proceeds of debt as

an increase in debts payable, recognizing the liabilities associated with maturing long-term debt

and interest and recognize prior period adjustment to move debt from Governmental to Water &

Sewer. The net effect of these reclassifications and recognitions is to (decrease) net position. (4,245)

Net Position of Governmental Activities 7,230,054

The accompanying notes are an integral part of these financial statements.
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CITY OF CADDO MILLS, TEXAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

REVENUES:
Ad valorem taxes
Franchise taxes
Sales tax
Impound income
Permits and fees
Fines
Grant revenue
PSA Fee revenue
Fuel revenue
Hangar revenue

Donations and other income

Interest
Total Revenues

EXPENDITURES:
Administration
Building Inspections
Judicial
Police department
Fire protection
Airport
Grant expenditures
Capital Outlay

Debt Service:
Principal retirement
Interest and fiscal charges
Total Expenditures

Excess (Deficiency) of Revenues Over Expehditures

OTHER FINANCING SOURCES (USES):

Transfers (out)
Transfers in
Insurance proceeds

Net Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance, October 1

Fund Balance, September 30

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Debt Capital Non-Major Total
General Service Projects Governmental Governmental

Fund Fund Fund Fund Funds
$ 1,539,597 % 1,784,006 § - $ - $ 3,323,603
74,985 - - - 74,985
930,596 - - - 930,596
74,664 - - - 74,664
333,981 - - - 333,981
268,396 - - - 268,396
266,185 - - 33,528 299,713
548,669 - - - 548,669
- - - 274,029 274,029
- - - 106,100 106,100
135,211 - - 16,741 151,952
75,228 5,383 39,512 1,551 121,674
4,247,512 1,789,389 39,512 431,949 6,508,362
1,857,050 - - - 1,857,050
355,540 - - - 355,540
76,989 - - - 76,989
1,296,801 - - - 1,296,801
325,191 - - - 325,191
- - - 284,460 284,460
- - - 33,528 33,528
1,972,516 - 918,524 - 2,891,040
273,619 - - - 273,619
244,707 - 329 - 245,036
6,402,413 - 918,853 317,988 7,639,254
(2,154,901) 1,789,389 (879,341) 113,961 (1,130,892)
- (1,853,566) - . - (1,853,566)
1,220,908 - - (150,000) 1,070,908
52,326 - - - 52,326
1,273,234 (1,853,566) - (150,000) (730,332)
(881,667) 64,177) (879,341) (36,039) (1,861,224)
3,914,489 149,226 3,915,489 170,244 8,149,448
$ 3,032,822 § 85,049 $ 3,036,148 § 134,205 8§ 6,288,224

The accompanying notes are an integral part of these financial statements.
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CITY OF CADDO MILLS, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENTS OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Total Net change in Fund Balances - Governmental Funds $ (1,861,224)

Current year capital outlays and long-term debt principal payments are expenditures in the

fund financial statements but they should be shown as increases in capital assets and

reductions in long-term debt in the government-wide financial statements. The net effect of

removing the 2025 capital outlays of $2,915,966 and debt principal payments of $273,619

is to increase net position. 3,189,585

Depreciation is not recognized as an expense in governmental funds since it does not
require the use of current financial resources. The net effect of the current year's
depreciation is to (decrease) net position. (237,793)

The implementation of GASB 68 required that certain expenditures be de-expended and recorded as

deferred resource outflows. These contributions made after the measurement date of 12/31/24

caused the change in the ending net position to increase in the amount of $146,413. Contributions

made before the measurement date but after the previous measurement date were reversed from

deferred resource outflows and recorded as a current year expense. This caused a decrease in the

change in net position totaling ($56,482). The City's reported TMRS net pension expense had to be

recorded. The net pension expense increased the change in net position by ($539,096). The result

of these changes is to (decrease) the change in net position. (449,165)

The implementation of GASB 75 required that certain expenditures be de-expended and recorded as

deferred resource outflows. These contributions made after the measurement date of 12/31/24

caused the change in the ending net position to increase in the amount of $2,397. Contributions

made before the measurement date but after the previous measurement date were reversed from

deferred resource outflows and recorded as a current year expense. This caused a decrease in the

change in net position totaling ($2,370). The City's reported TMRS net OPEB expense had to be

recorded. The net OPEB expense (decreased) the change in net position by ($3,312). The result

of these changes is to (decrease) the change in net position. (3,285)

Various other reclassifications and eliminations are necessary to convert from the modified

accrual basis of accounting to accrual basis of accounting, These include eliminating

interfund transactions, reclassifying the proceeds of new debt, and recognizing the liabilities

associated with maturing long-term debt and interest. The net effect of these reclassifications

and recognitions is to increase net position. 2,800

Change in Net Position - Governmental Activities 3 640,918

The accompanying notes are an integral part of these financial statements.
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CITY OF CADDO MILLS, TEXAS
STATEMENT OF FUND NET POSITION

PROPRIETARY FUND
SEPTEMBER 30, 2025
Enterprise Fund
Water & Sewer
Activities
ASSETS
Current assets:
Cash and cash equivalents 3 3,031,820
Restricted Cash and cash equivalents - interest and sinking 41,939
Restricted Cash and cash equivalents - capital projects 4,325,611
Accounts receivable, net 627,354
Due from other funds 352,875
Total current assets 8,379,599
Noncurrent assets:
Capital Assets
Nondepreciable land 4,387,629
Nondepreciable construction in progress 2,222,830
Depreciable capital assets, net 16,376,685
Capital assets, net 22,987,144
Total assets 31,366,743
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows- related to pensions 56,470
Deferred outflows- related to OPEB 1,598
Total deferred outflows of resources 58,068
LIABILITIES
Current liabilities:
Accounts payable $ 452,844
Construction payable 75,904
Accrued salaries and benefits 14,953
Accrued interest payable 35,972
Unearned revenue - Impact Fees 1,491,731
Bonds payable - current 655,000
Compensated absences - current 3,184
Total current liabilities 2,729,588
Noncurrent liabilities:
Meter deposits payable 352,211
Net pension liability 164,477
Net OPEB liability 9,722
Bonds payable - long-term 11,275,687
Compensated absences - long-term 36,707
Total non-current liabilities 11,838,804 -
Total liabilities 14,568,392
DEFERRED INFLOWS OF RESOURCES
Deferred inflows- related to pensions 6,686
Deferred inflows- related to OPEB 3,960
Total deferred inflows of resources 10,646
NET POSITION
Net investment in capital assets 11,056,457
Restricted for debt service 5,967
Restricted for capital projects ' 4,249,707
Unrestricted 1,533,642
Total Net Position 3 16,845,773

The accompanying notes are an integral part of these financial statements.
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CITY OF CADDO MILLS, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

FOR THE YEAR ENDED SEPTEMBER 30, 2025

Operating revenues:
Water sales
Sewer sales
Sanitation fees
Late fees
Other revenues
Total Operating Revenues

Operating expenses:
Salaries and employee benefits
Water purchases
Sanitation contract
Repairs and maintenance
Fuel and oil
Utilities and telephone
Depreciation and amortization
Other expenses
Total Operating Expenses

Operating Income (loss)

PROPRIETARY FUND

Non-operating revenues (expenses):

Impact fees
Interest income
Interest and fiscal charges

Total Nonoperating Revenues (Expenses)

Income (loss) before contributions and transfers

Transfers in
Change in Net Position

Net Position, October 1
Prior Period Adjustment

Net Position, September 30

The accompanying notes are an integral part of these financial statements.
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Enterprise Fund

Water and
Sewer

$ 2,841,646
1,097,359
716,599

78,305

82,728

4,816,637

864,097
1,047,095
412,660
372,329
32,970
153,985
771,741
255,976

3,916,853

899,784

805,605
64,444
(495,924)

374,125

1,273,909
782,658

2,056,567

14,799,741
(10,535)

3 16,845,773




CITY OF CADDO MILLS, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2025

CASH FLOW FROM OPERATING ACTIVITIES
Cash received from customers and users
Cash paid to suppliers
Cash paid to employees
Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating transfers (to) from other funds
Net cash provided for noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from impact fees
Acquisition of capital assets
Principal payments on bonds payable
Interest paid on debt
Net cash provided (used) by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on deposits and investments
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, October 1

Cash and cash equivalents, September 30

RECONCILIATION OF OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

Net operating income (loss)
Adjustments to reconcile operating income (loss) to net cash provided by operating activities:
Depreciation and amortization
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (net)
Increase (decrease) in accounts payable
Increase (decrease) in interfund accounts
Increase (decrease) in accrued salaries
Increase (decrease) in unearned revenue
Increase (decrease) in meter deposits
Increase (decrease) in net pension plan assets, outflows and inflows
Increase (decrease) in net OPEB plan assets, outflows and inflows

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.
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Enterprise Fund

Water and
Sewer

$ 4,755,192
(1,885,933)
(730,747)

2,138,512

782,658

782,658

805,605
(2,833,393)
(840,000)
(532,340)

(3,400,128)

64,444

64,444

(414,514)
7,813,884

$ 7,399,370

$ 899,784
777,741

(61,445)
262,561
(352,875)

9,265
432,173
47,223
123,184
901

$ 2,138,512
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City of Caddo Mills, Texas
Notes to Financial Statements
September 30, 2025

Introduction and Summary of Significant Accounting Policies

The financial statements of the City of Caddo Mills, Texas, and its component unit, Caddo Mills Economic
Development Corporation, collectively identified as “the City” have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. These financial statements follow the financial reporting model under GASB
Statement No. 34 and provide detailed information on the City’s activities, major funds, and overall financial
condition. ’

During the year ended September 30, 2025, the City implemented GASB Statement No. 101, Compensated
Absences. The Statement establishes recognition and measurement guidance for employee leave benefits. As a
result, the City now recognizes a liability for leave that is attributable to services already rendered and is probable
of resulting in payment, either through cash settlement or time off that reduces future service requirement. The
implementation of this standard resulted in a restatement of beginning net position to record compensated absences
in accordance with the new guidance.

The accounting and reporting framework and the more significant accounting principles and practices of the City
are discussed in subsequent sections of this note. The remainder of the notes are organized to provide explanations,
including required disclosures, of the City’s financial activities for the fiscal year ending September 30, 2025.

(A)  Reporting Entity and Related Organizations

The City is a municipal corporation governed by an elected mayor and City Council. The City provides general
administration, public works, police and judicial, and community development services to its residents. The City
Council contracts with a City Manager to manage the operations of the City.

The City Council has the authority to make decisions, appoint administrators and managers, significantly influence
operations, and has the primary accountability for fiscal matters. The City is not included in any other
governmental “reporting entity” as defined by Governmental Accounting and Financial Reporting Standards.

In evaluating how to define the City for financial reporting purposes, management has considered all potential
component units. The decision to include a potential component unit in the reporting entity is made by applying
the criteria set forth in GASB Statements No. 14 and 39 as amended by GASB Statement 61, The Financial
Reporting Entity: Omnibus, an amendment of GASB Statements No. 14 and No. 34. These statements define the
reporting entity as the primary government and those component units for which the primary government is
financially accountable. In addition, component units may be included in the reporting entity based on the nature
and significance of the relationship with the primary government, or based on being closely related or financially
integrated with the primary government.

Based on these criteria, the City has the following component units at September 30, 2025:

Discretely Presented Component Unit;

Caddo Mills Economic Development Corporation (EDC) - EDC serves all citizens of the government and is
governed by a board appointed by the City Council. The City Council may remove the EDC board for cause. EDC
is a nonprofit corporation governed by Section 4A of the Texas Development Corporation Act of 1979 and
organized for the public purpose of aiding, promoting and furthering economic development within the City of
Caddo Mills, Texas. Financial statements for EDC may be obtained by contacting City Hall.

EDC is reported as a discretely presented component unit in the government-wide financial statements.

The Caddo Mills EDC does not prepare separate financial statements.
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Related Organizations:

The City of Caddo Mills is associated with Caddo Mills Municipal District No. 1 (the “District), a legally separate
political subdivision of the State of Texas created by the Texas Commission on Environmental Quality. The District
operates under the provisions of the Texas Water Code and Chapter 375 of the Texas Local Government Code.

The City appoints members of the District’s Board of Directors; however, the District is governed independently and
issues separate financial statements. The District finances and constructs water, sewer and drainage infrastructure that
is ultimately owned, operated, and maintained by the City. The City does not approve the District’s budget, levy
assessments on its behalf, or guarantee the District’s debt.

Under Texas law, because the District lies wholly within the corporate limits of the City, the City has the authority to
dissolve the District. If dissolved, the City would assume the District’s assets and outstanding obligations. No
dissolution is planned, and no financial activity or obligations related to the District were assumed by the City during
the fiscal year ended September 30, 2025.

Accordingly, the District is not considered a component unit of the City and is disclosed as a related organization.

(B) Government-Wide and Fund Financial Statements
Government-wide financial statements

The government-wide financial statements include the statement of net position and the statement of activities. These
statements report financial information for the City as a whole excluding fiduciary activities. The primary government
and component units are presented separately within the financial statements with the focus on the primary government.
Individual funds are not displayed but the statements distinguish governmental activities, generally supported by taxes
and City general revenues, from business-type activities, generally financed in whole or in part with fees charged to
external customers.

The statement of activities reports the expenses of a given function offset by program revenues directly connected with
the functional program. A function is an assembly of similar activities and may include portions of a fund or summarize
more than one fund to capture the expenses and program revenues associated with a distinct functional activity. Program
revenues include: (1) charges for services which report fees, fines and forfeitures, and other charges to users of the
City’s services; (2) operating grants and contributions which finance annual operating activities including restricted
investment income; and (3) capital grants and contributions which fund the acquisition, construction, or rehabilitation
of capital assets and include fees to developers. These revenues are subject to externally imposed restrictions to these
program uses. Taxes and other revenue sources not properly included with program revenues are reported as general
revenues.

Fund financial statements

Fund financial statement are provided for governmental, proprietary, and fiduciary funds. Major individual
governmental funds and major proprietary funds are reported in separate columns with composite columns for nonmajor
funds. Fiduciary fund financial statements (custodial funds) are reported by fund type and present the assets, liabilities,
additions, and deductions of resources held by the City in a custodial capacity for others. Because these resources are
not available to support the City’s own programs, fiduciary funds are excluded from the government-wide financial
statements,

© Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The financial statements of the City are prepared in accordance with generally accepted accounting principles (GAAP).
The City’s reporting entity applies all relevant Governmental Accounting Standards Board (GASB) pronouncements

and applicable Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles Board
(APB) opinions unless they conflict with GASB pronouncements.

21



The government-wide financial statements are prepared using the economic resources measurement Jfocus and the
accrual basis of accounting generally including the reclassification or elimination of internal activity (between or within
funds). Proprietary fund financial statements and financial statements of City component units are also prepared using
this same focus and basis of accounting although internal activity is not eliminated in these statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of the related
cash flows. Property tax revenues are recognized in the year for which they are levied while grants are recognized when
grantor eligibility requirements are met. Fiduciary funds are used to account for resource held by the City in a custodial
capacity for others; these resources cannot be used to support the City’s own programs and are not included in the
government-wide financial statements.

Governmental fund financial statements are prepared using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized when they are both measurable and available. Available
means collectible within the current period or soon enough thereafter to pay current liabilities. The City considers
revenues to be available if they are collected within 60 days of the end of the fiscal year. Expenditures are recorded
when the related fund liability is incurred, except for general obligation bond and capital lease principal and interest
payments and compensated absences which are reported as expenditures when they are due.

Major revenues sources susceptible to accrual include: sales and use taxes, property taxes, franchise taxes, grant
revenues, and investment income. In general, other revenues are recognized when cash is received.

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 the proprietary funds are charges to
customers for water and sewer sales or services and solid waste disposal fees. Principal operating expenses are the costs

of providing these goods or services and include administrative expenses and depreciation of capital assets. Other
revenues and expenses are classified as non-operating in the financial statements.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted resources
first, then unrestricted resources as needed.

D) Fund Types and Major Funds
Governmental Funds - The City reports the following major governmental funds:

General Fund - reports as the primary operating fund of the City. This fund is used to account for all financial
resources not reported in other funds.

Debt Service Fund - accounts for the accumulation of financial resources for the payment of principal and
interest on the City’s general obligation debt. The City annually levies ad valorem taxes restricted for the
retirement of general obligation bonds, capital leases, and interest. This fund reports all such ad valorem taxes
collected.

Capital Projects Fund — accounts for the proceeds of a bond issue that will be utilized for capital improvement.
Additionally, the City maintains the following non-major governmental funds:

Airport Fund - accounts for the revenues and expenditures of the City’s local airport.
Proprietary Funds - The City reports the following major proprietary funds:

Water and Sewer Fund - accounts for the operating activities of the City’s water, sewer, and environmental
waste utility services.

Fiduciary Funds — The City has established Public Improvement District (PID) custodial funds to account for special
assessments collected from property owners within each PID and remitted to pay costs associated with improvements
or debt issued for the benefit of those districts.
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(E) Assets, Liabilities and Net Assets or Equity

Cash and Investments

The City maintains pooled cash and investment accounts that are shared among various governmental and proprietary
funds. Additionally, certain funds hold non-pooled cash and investment accounts, which are reported separately in the
respective fund’s financial statements. These pooled and non-pooled accounts are presented as “cash and cash
equivalents” on the appropriate financial statements.

Investments are reported at fair value in accordance with the fair value hierarchy established by generally accepted
accounting principles (GAAP). The fair value of investments is determined based on the following

e Short-term, highly liquid investments are reported at cost, which approximates fair value

e Cash deposits are recorded at their carrying amount, which reasonably estimates fair value.

During the fiscal year, the City did not hold any publicly traded securities or long-term investments. However, if such
investments were held, they would be reported at fair value as of the balance sheet date in accordance with the City’s
investment policy.

For financial reporting purposes, the City considers all highly liquid investments (including restricted assets) with an
originally maturity of three months or less at the time of purchase to be cash equivalents.

Inventories and Prepaid Items

Inventories consisting of expendable supplies held for consumption in governmental funds are reported using the
expenditure method. Under this method, amounts paid for these items are reported as expenditures when purchased.
Inventories, when material, are recorded at cost stated on a first-in, first-out basis in the government-wide financial

statements.

Prepaid items record payments to vendors that benefit future reporting periods and are reported on the consumption
basis at cost. Prepaid items are similarly reported in government-wide and fund financial statements.

Lease Receivable

The City recognizes a lease receivable for agreements in which it serves as the lessor, measuring the receivable at the
present value of lease payments expected to be received over the lease term.

At lease inception, the City also records a deferred inflow of resources equal to the lease receivable, representing the
future inflow of resources from the lease. This deferred inflow is systematically reduced over the lease term as lease
payments are received and recognized as lease revenue.

Proprietary Fund Receivables

Significant receivables include amounts due from customers primarily for utility services. These receivables are due
within one year. The Proprietary Fund reports accounts receivable net of an allowance for uncollectible accounts and
revenues net of uncollectible amounts. The allowance amount is estimated using a percentage of total receivables.

Property Tax Receivable, Allowance, and Property Tax Revenue

The City recognizes property tax revenue in accordance with the modified accrual basis of accounting for governmental
fund financial statements and the accrual basis of accounting for government-wide financial statements.

Under the modified accrual basis, property tax revenues are recognized when they-become measurable and available.
Available means collected within the current period or soon enough thereafter to be used to pay current liabilities. The
City considers property taxes available if collected within 60 days after the fiscal year- end. Amounts not collected
within this period are reported as deferred inflows of resources until they become available.

Under the accrual basis (government-wide statements), property taxes are recognized as revenue when levied, regardless
of when collected.
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The City levies property taxes annually, as authorized by Texas Property Tax Code, Subtitle E, Truth-in-Taxation Laws,
which establishes guidelines for tax rate adoption, assessment, and collection procedures. Property taxes are assessed
based on the January 1 taxable value of real and business personal property located within the City’s jurisdiction. The
tax rate is set annually by the City Council in compliance with Truth-in-Taxation requirements, ensuring transparency
and limits on property tax increases without voter approval.

The City’s property tax calendar follows these key dates:

October 1 — The annual tax levy is assessed and becomes due and payable.

January 1 — A tax lien attaches to the property securing unpaid taxes.

February 1 — Unpaid taxes become delinquent, and penalties and interest being to accrue.
July 1 - Delinquent taxes are subject to collection fees and attorney charges for enforcement

Hunt County bills and collects property taxes for the City of Caddo Mills. The State of Texas Constitution limits the
City’s ad valorem tax rate for all purposes to $1.50 per one hundred dollars of assessed valuation. Ad valorem tax
revenue during the year ended September 30, 2025, was levied using a rate of $0.484999 per on hundred dollars of
assessed valuation. Taxes were allocated between the Maintenance of Operations $0.224789 and Debt Service
$0.260210. Based on 100% of estimated market value, the City has a tax margin of $1.015001 per $100 valuation. The
City could raise an additional $6,991,638 per year from the present assessed valuation of $688,830,699 before the limit
is reached. The amount assessed for the 2024 tax roll was $3,340,822.

The City maintains an allowance for uncollectible property taxes, which is estimated at 10% of delinquent receivables.
Over time, substantially all property taxes are collected, but delinquent accounts not collected within the availability
period remain as deferred inflows of resources until received.

Capital Assets, Depreciation, and Amortization

The City’s property, plant, equipment, and infrastructure with useful lives of more than one year are stated at historical
cost, or if donated, at acquisition value. Acquisition value is the price that would be paid to acquire an asset with
equivalent service potential in an orderly market transaction at the acquisition date, or the amount at which a liability
could be liquidated with the counterparty on the acquisition date. These assets are comprehensively reported in the
government-wide financial statements. The City generally capitalizes assets with a cost of $2,500 or more as purchase
and construction outlays occur. The costs of normal maintenance and repairs that do not add to the asset value or
materially extend useful lives are not capitalized. Capital assets are depreciated using the straight-line method. When
capital assets are disposed, the cost and applicable accumulated depreciation are removed from the respective accounts,
and the resulting gain or loss is recorded in operations.

Estimated useful lives, in years, for depreciable assets are as follows:

Buildings 40
Road Infrastructure 15-20
Water & Sewer Infrastructure & Rights 20-40
Vehicles : 5
Furniture, Machinery, and Equipment 5

Long-term Debt, Deferred Debt Expense, and Bond Discounts/Premiums

In the government-wide, proprietary, and component unit financial statements, outstanding debt is reported as liabilities.
Bond discounts or premiums are capitalized and amortized over the terms of the respective bonds using a method that
approximates the effective interest method. Bond issuance costs are expensed when incurred.

The governmental fund financial statements recognize the proceeds of debt and premiums as other financing sources
of the current period. Issuance costs are reported as expenditures.
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Pensions

For purposes of measuring the net pension liability, deferred outflow of resources, and deferred inflows of resources
related to pensions, and pension expense, information about the Fiduciary Net Position of the Texas Municipal
Retirement System (TMRS) and additions to/deductions from TMRS’s Fiduciary Net Position have been determined
on the same basis as they are reported by TMRS. For this purpose, plan contributions are recognized in the period that
the employee services are performed, which is when contributions are legally due. Benefit payments are recognized
when due and payable in accordance with the benefit terms. Investments are reported at fair value.

The City’s net pension liability is determined using actuarial valuations that incorporate various assumptions, including
discount rates, projected salary increases, mortality rates, and inflation, in accordance with GASB Statement No. 68.
These actuarial valuations are performed biennially. Deferred inflows and outflows of resources related to pensions
arise from changes in actuarial assumptions, differences between expected and actual experience, and differences
between projected and actual investment earnings. Investment gains and losses are amortized over a five-year period,
while other pension-related deferred inflows and outflows are reorganized over the expected remaining service lives of
participating employees.

Pension contributions made after the measurement date but before the end of the reporting period are reported as
deferred outflows of resources and will be recognized as a reduction of the net pension liability in the subsequent fiscal
year. The City’s pension expense is recognized on a systematic basis over the expected service life of employees.

The Fiduciary Net Position of TMRS is determined using the economic resources measurement focus and the accrual
basis of accounting, in accordance with GASB standards. The TMRS pension plan financial statements are publicly
available as part of the TMRS Annual Comprehensive Financial Report (ACFR).

Other Post-Employment Benefits — OPEB

For purposes of measuring the total OPEB liability, deferred outflows of resources and deferred inflows of resources
related to OPEB, and OPEB expense, information about the Fiduciary Net Position of the Texas Municipal Retirement
System (TMRS) Supplemental Death Benefits Fund (SDBF) and additions to/deductions from TMRS’s Fiduciary Net
Position have been determined on the same basis as they are reported by TMRS. 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 are recognized when due and payable in accordance with benefit terms. Investments, if any, are
reported at fair value.

The City’s total OPEB liability is determined using actuarial valuations that incorporate various assumptions such as
discount rates, projected salary increases, mortality rates, and healthcare cost trends, in accordance with GASB
Statement No. 75. Deferred inflows and outflows of resources related to OPEB are recognized in the financial statements
based on changes in actuarial assumptions, differences between expected and actual experience, and contributions made
after the measurement date but before the reporting period ends. The OPEB expense is recognized on a systematic basis
over the expected remaining services lives of participating employees.

Fund Equity

The City classifies its fund balances in accordance with GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, which establishes categories based on the level of constraints imposed on fund
balance resources. Fund balances are classified into the following categories:

Non-Spendable Fund Balance — Includes amounts that cannot be spent because they are either not in a spendable form
(such as inventory, prepaid expenses, or long-term receivables) or legally required to remain intact (such as principal
balances in permanent funds).

Restricted Fund Balance — Includes resources subject to externally enforceable legal restrictions imposed by creditors,
grantors, contributors, or laws and regulations of other governments. Examples include funds restricted for debt service,
capital projects, or grants with external spending requirements.

Committed Fund Balance—Includes resources that can be used only for specific purposes determined by a formal action

of the City Council. The City Council is the highest level of decision-making authority for the City. Commitments may
be established, modified, or rescinded only through a formal resolution of the City Council.
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Assigned Fund Balance- Comprises amounts that the City intends to use for a specific purpose but that do not meet the
criteria for restricted or committed funds. The City Council has delegated the authority to assign fund balance to the
City Manager or other designated official. Assignments generally do not require formal action and may be modified as
needed.

Unassigned Fund Balance — Represents the residual fund balance in the General Fund and includes all spendable
amounts that have not been restricted, committed, or assigned.

Policies and Procedures for Fund Balance Classification

Committed Fund Balance — The City Council is the City’s highest levels of decision-making authority. The formal
action required to establish, modify, or rescind fund balance commitment is a resolution approved by the City Council
meeting. The resolution must be approved or rescinded , as applicable, prior to the last day of the fiscal year for which
the commitment is made. The amount subject to the constraint may be determined in the subsequent period.

Assigned Fund Balance — The City Council authorizes the City Manager as the City Official responsible for the
assignment of fund balance to a specific purpose as approved by the fund balance policy.

Resource Flow Assumptions

When multiple categories of fund balance are available for expenditure (for example, a construction project is being
funded partly by a grant, funds set aside by the City Council, and unassigned fund balance), the City will first spend the
most restricted funds before moving down to the next most restrictive category with available funds.

Minimum Fund Balance Policy

The City’s goal is to achieve and maintain an unassigned fund balance in the General Fund and Utility Fund equal to
25% of expenditures. The City considers a balance of less than 15% to be cause for concern, barring unusual or deliberate
circumstances. In the event that the unassigned fund balance is calculated to be less than the policy stipulates, the City
shall plan to adjust budget resources in subsequent fiscal years to restore the balance.

In unassigned fund balance unintentionally falls below 15% or if it is anticipated that at the completion of any fiscal
year the projected unassigned fund balance will be less than the minimum requirement, the City Manager shall prepare
and submit a plan to restore the minimum required level as soon as economic conditions allows. The plan shall detail
the steps necessary for the replenishment of fund balance as well as an estimated timeline for achieving such. The
replenishment of fund balance to the minimum level shall be accomplished within a three-year period. If restoration of
the reserve cannot be accomplished within such a period without severe hardship to the City, then the Council shall
establish an extended timeline for attaining the minimum balance.

In the government-wide and proprietary fund financial statements, the City follows GASB Statement No. 63, which
replaces the term “Net Assets” with “Net Position”. Net position is classified into three categories.

Net Investment in Capital Assets — Represents the City’s capital assets, including land, buildings, infrastructure, and
equipment, net of accumulated deprecation and any outstanding debt related to those assets.

Restricted Net Position — Includes amounts with external restrictions imposed by creditors, grant agreements, laws, or
regulations, such as bond proceeds, grant funds, or externally restricted revenues. ‘

Unrestricted Net Position — Represents all other net resources that do not meet the criteria for restricted or net investment
in capital assets and are available for general use.

Compensated Absences

Full-time employees earn vacation leave for each month of work performed. Progressive accrual of vacation leave is
based on the number of years the individual is employed by the City. After completion of a probationary period of
employment, accrued vacation leave and comp time is paid upon termination of employment. Full-time employees also
earn sick leave time. Unused sick leave is not paid upon termination of employment. Compensated absences are
reported as accrued in the government-wide, proprietary and component unit financial statements. Governmental funds
report only matured compensated absences payable to currently terminating employees. These are included in wages
and benefits payable.
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x) Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The City is a participant in the Texas Municipal League (TML)
Employees Health Insurance Fund, Texas Municipal League Worker’s Compensation Joint Insurance Fund (WC Fund)
and the Texas Municipal League Joint Self-Insurance Fund (Property-Liability Fund), a public entity risk pool operated
by the Texas Municipal League Board for the benefit of individual governmental units located within Texas. The
agreement provides that the trust established by TML will be self-sustaining through member premiums. The City pays
annual premiums to TML for worker’s compensation, general and auto liability, property damage, employee
dishonesty, public officials liability, and law enforcement professional liability coverage. The City does not anticipate
any material additional insurance cost assessments as a result of participation in this risk management pool. There were
no reductions in insurance coverage from the prior year. Settlements have not exceeded insurance coverage during any
of the past three fiscal years.

G) Estimates

The preparation of financial statements in accordance with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from these estimates.

) Deferred Inflows and Outflows of Resources

Deferred inflows of resources represent an acquisition of net position or fund balance that applies to a future period and
so will not be recognized as an inflow of resources (revenue) until that time. These amounts are deferred and recognized
as an inflow of resources in the period that the amounts become available. The City has deferred inflows of resources
related to property tax revenue, the City’s defined benefit pension plan, and the City’s postemployment benefits other
than pensions (OPEB) at year-end that are not available for recognition.

Deferred outflows of resources represent a consumption of net position or fund balance that applies to a future period
and so will not be recognized as an outflow of resources (expense) until then. The City has deferred outflows that relate
to a deferred loss on bond refunding, the City’s defined benefit pension plan, and the City’s postemployment benefits
other than pensions (OPEB) at year-end.

Stewardship, Compliance, and Accountability

Budgetary Information

The City Manager and the City Finance Manager submit an annual budget to the City Council in accordance with the
laws of the State of Texas. The budget is presented to the City Council for review, budget workshops are held with the
various City department officials, and public hearings are held to address priorities and the allocation of resources.
Generally, in August, the City Council adopts the annual fiscal year budgets for all City operating funds. Once
approved, the City Council may amend the legally adopted budget when unexpected modifications are required in
estimated revenues and appropriations.

Each fund’s approved budget is prepared on a detailed line-item basis. Revenues are budgeted by source. Expenditures
are budgeted by department and class as follows: personnel services and related fringe benefits, supplies, other services
and charges, capital outlay, transfers, and debt service. Expenditures may not exceed appropriations at the department
level. Within this control level, management may transfer appropriations between line items. Budget revisions and line-
item transfers are subject to final review by the City Council.

The budgets for the operating funds are prepared on the cash and expenditure basis. Revenues are budgeted in the year
receipt is expected; and expenditures, which do not include encumbrances, are budgeted in the year that the liability is
to be incurred. The budget and actual required supplementary information is presented on this basis. Unexpended
appropriations for annually budgeted funds lapse at fiscal year-end.
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Deposits and Investments

The City of Caddo Mills, Texas, follows the requirements of the Texas Public Funds Investment Act (Government Code
Chapter 2256), which governs investment policies and procedures for local governments. This legislation mandates that
the City adopt, implement, and maintain a formal investment policy that address the following key areas: (1) safety of
principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected
rates of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted
maturity allowed, (8) investment staff qualifications and (9) bid solicitation preferences for certificates of deposit.

Under Texas law, the City is authorized to invest in (1) obligations in the U.S. Treasury, certain U.S. agencies, and the
State of Texas; (2) certificates of deposit, (3) certain municipal securities, (4) money market savings accounts, )
repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed investment
contracts, (10) and common trust funds.

The City is also required to undergo annual independent audits to verify that its investment practices comply with the
Texas Public Funds Investment Act and the City’s investment policies.

Custodial credit risk for deposits refers to the risk that, in the event of a bank failure, the City’s deposits may not be
returned or that the City may not be able to recover collateral securities held by an outside party. The City’s policy
requires all deposits to be fully secured by either:

¢ Federal Deposit Insurance Corporation (FDIC) coverage, or
e Pledged collateral securities held at market or par value (whichever is lower) in the City’s name.

All collateralized deposits must be secured through approved depository institutions, which must meet the financial

‘health criteria established by the City’s policy. Collateral agreements must be formally approved prior to depositing

City funds, and the City Council review and approves all authorized depository institutions based on management
recommendations.

As of September 30, 2025, all deposits of the City and its component unit, the Caddo Mills Economic Development
Corporation (EDC), were fully insured or collateralized with securities held by the City, its agent, or the pledging
financial institution’s trust department in the City’s name.

As of September 30, 2025, the City of Caddo Mills did not hold any investments. However, the Caddo Mills Economic
Development Corporation (EDC) held $1,050,997 in certificates of deposit, with a weighted average maturity of 95
days.

The City does not engagement in high-risk investment practices, and its policies prioritizes the preservation of capitai,
liquidity, and prudent investment diversification.

Disaggregation of Receivables/Payables

Receivables at September 30, 2025, were as follows:

Accounts Sales Fines Property Due From Total
Receivable Taxes Receivable Taxes Other Receivables
Governmental Activities:
General Fund - 171,373 24,838 33,506 - 229,117
Debt Service Fund - - - 52,413 - 52,413
. Non-Major Governmental Funds 12,788 - - - 3,532 16,320
Total Governmental Activities: 12,788 171,373 24,838 85,919 3,532 298,450
Amount not scheduled for collection
during the subsequent year - - : - (8,592) - (8,592)
Business-Type Activities:
Major Enterprise Fund 649,216 - - - 352,875 1,002,091
Amount not scheduled for collection
during the subsequent year (21,862) - - - - (21,862)
Component Unit Activities:
Economic Development Corporation 139 85,674 - - - 85,813
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Payables at September 30, 2025,

Governmental Activities:
General Fund
Non-Major Governmental

Total Governmental A ctivities:

Business-Type Activities:
Major Enterprise Fund
Total Business-Type Activities:

Capital Assets

were as follows:

Following is a summary of changes in capital assets for the year:

Governmental Activities:

Non-depreciable capital assets:
Land
Construction in progress

Non-depreciable assets

Depreciable capital assets:
Buildings & improvements
Infrastructure

Vehicles
Furniture & equipment

Depreciable capital assets

Less: accumulated depreciation

Governmental Activities
Capital Assets, net

Business-Type Activities:

Non-depreciable capital assets:
Land
Construction in progress

Non-depreciable assets

Depreciable capital assets:
Buildings & improvements
Water & sewer system
Vehicles
Equipment

Depreciable capital assets

Less: accumulated depreciation

Business-Type Activities
Capital Assets, net

Accounts Construction  Salaries & Due to Total
Payable Payable Benefits Other Funds  Payables
367,097 - 69,419 356,407 792,923
189 - - 17,208 17,397
367,286 - 69419 373,615 810,320
452,844 75,904 14,953 - 543,701
452,844 75,904 14,953 - 543,701
Retirements/
Beginning Additions Reclassifications Ending
$ 85,956 $ 46,990 $ - $ 132,946
3,503,854 2,499,529 (2,072,713) 3,930,670
3,589,810 2,546,519 (2,072,713) 4,063,616
285,960 - - 285,960
1,428,008 - 2,072,713 3,500,721
1,197,173 369,447 - 1,566,620
1,514,623 - - 1,514,623
4,425,764 369,447 2,072,713 6,867,924
(2,659,586) » (237,793) - (2,897,379)
$ 5,355,988 $ 2,678,173 $ - $ 8,034,161
Retirements/
Beginning Additions Reclassifications Ending
$ 4,387,629 $ - $ - $ 4,387,629
1,640,049 2,147,081 (1,564,300) 2,222,830
6,027,678 2,147,081 (1,564,300) 6,610,459
161,592 - - 161,592
21,734,713 151,266 1,564,300 23,450,279
250,324 15,000 - 265,324
601,062 34,924 - 635,986
22,747,691 201,190 1,564,300 24,513,181
(1,307,562) (828,934) - (8,136,496)
$ 21,467,807 $ 1,519,337 $ - $ 22,987,144
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Governmental Activities:

Current year additions include a 2025 Tahoe and other vehicle outfitting totaling $124,002, a fire truck in the amount
of $245,445, and land valued at $46,990. The City paid $22,065 for the land, with the remaining balance received as a
capital contribution of $24,926.

In prior fiscal years, the City incurred $239,058 in engineering and other preliminary costs related to a bond-funded
street improvement project and entered into a construction contract totaling $1,456,495 (plus a 25% contingency).
Through September 30, 2024, the City had paid $1,576,086 toward the project. During fiscal year 2025, the City incurred
$216,109 in construction costs, $8,390 in engineering fees, and $33,070 in other related costs. The project was
completed as of September 30, 2025, and total accumulated costs were reclassified from construction in progress to
infrastructure.

In prior years, the City entered into a construction contract for an airport hanger totaling $3,008,478, including approved
change orders. Through September 30, 2024, the City had incurred $1,525,298 in construction, engineering, and related
costs. During fiscal year 2025, the City incurred $1,655,478 in construction costs, $152,339 in engineering fees, and
$9,646 in other related costs. As of September 30, 2025, the project remains incomplete and is reported as Construction
in Progress.

Through September 2024, the City had incurred in engineering costs of $163,412 related to the City Lake Park expansion
project. During fiscal year 2025, the City incurred an additional $64,221 in engineering fees and $35,182 in other related
costs. As of September 30, 2025, no construction contract had been executed, and the project remains in Construction
in Progress.

In fiscal year 2025, the City began planning the Hooten Park expansion. During the year, the City was awarded two
grants from the Texas Parks and Wildlife Department to support the project. Each grant provides $750,000 in funding
and requires a $750,000 local match from the City. No grant funds had been drawn as of year-end. Costs incurred in the
current year include $90,270 in engineering fees, $21,150 in grant administration fees, and $213,674 in other costs. As
of year-end, no construction contract has been signed for this project, and it remains classified as Construction in
Progress.

Depreciation expense for governmental activities was charged to functions of the City as follows:

Police department $ 71,900
Airport 34,743
Public works 29,162
Fire protection 70,693
Administration 31,295

Total $ 237,793

Proprietary Activities:

During fiscal year 2025, the City acquired a truck, lawn mower, and other equipment totaling $49,924. Water system
additions included a turbine pump and meter upgrades.

The City entered into a construction contract with CR Fabrication for a new public works maintenance building funded
by Series 2022 bond proceeds. Through September 30, 2024, the City had incurred $488,501 in construction and related
costs. During fiscal year 2025, the City incurred $28,244 in additional construction costs. As of September 30, 2025,
the project remains incomplete and is reported as Construction in Progress.

The City entered into a construction contract with Preload, LLC for additional water storage with an original contract
price of $1,448,000. Approved change orders of $70,077 increased the total contract amount to $1,518,077. Through
September 30, 2024, the City had incurred $792,130 in construction and related costs. During fiscal year 2025, the City
incurred $746,861 in construction costs, $19,185 in engineering fees, and $6,124 in other project costs. The project was
completed as of September 30, 2025, and total accumulated costs were reclassified from Construction in Progress to the

Water and Sewer System.
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The City entered into a $1,499,715 construction contract with Mike Rogers for a lift station on Highway 36. Through
September 30, 2024, the City had incurred $359,418 in construction and related costs. During fiscal year 2025, the City
incurred $550,439 in construction costs, $31,230 in engineering fees, and $57,200 in other project costs. As of
September 30, 2025, the project remains incomplete and is reported in Construction in Progress.

In fiscal year 2025, the City began construction of wastewater treatment plant screens. The City entered into a $775,000
construction contract with Summit Solutions. During the current year, the City incurred $652,500 in construction costs
under this contract, engineering costs of $54,548, and other costs of $750. The project was not completed by year-end
and is included in Construction in Progress.

Depreciation expense recorded in business-type activities and the Water and Sewer Fund was $828,934.

Component Unit Activities:

Following is a summary of changes in capital assets for the year:

Retirements/
Beginning _ Additions Reclassifications Ending
Component Unit Activities:
Non-depreciable capital assets:

Land $ 731617 § - $ - $ 731,617
Non-depreciable assets 731,617 - - 731,617
Depreciable capital assets: :

Land Improvements - 9,508 - 9,508
Depreciable capital assets - 9,508 - 9,508
Less: accumulated depreciation _$ - - - $ -
Component Unit Activities

Capital Assets, net $ 731,617 $ 9,508 $ - $ 741,125

During fiscal year 2025, the EDC purchased and installed a fence for $9,508.
Accumulated Leave Benefits Payable and Prior Period Adjustment

Effective for the fiscal year ended September 30, 2025, the City implemented GASB Statement No. 101, Compensated
Absences. This statement establishes new guidance for recognizing and measuring liabilities for compensated absences.

The City has the following leave policies:

Vacation - The City provides vacation leave for their employees based on length of service with the City. Vacation leave
may be accumulated, up to a maximum of 40 hours, to use in future years and is payable upon separation or retirement,
in accordance with City policy.

Holiday - Employees accrue holiday leave for City-recognized holidays on which they are required to work. This leave
may accumulate, with no maximum, to use in future years and is payable upon separation or retirement, in accordance
with City policy.

Sick - The City provides 5 hours per month of sick leave per employee to use during the year. This leave may
accumulate, with no maximum, to use in future years, in accordance with City policy.

Comp Time — The city allows earned time in lieu of overtime for hours worked in excess of a regular schedule. Comp
time may be accumulated, with no maximum, to use in future years and is payable upon separation or retirement, in
accordance with City policy.
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A summary of changes in the accumulated leave liability follows:

Governmental Activity

Vacation Sick Holiday Comp Total
Balance October 1, 2024 36,662 26,206 - 6,969 69,837
Additions 28,239 18,918 5,975 4,846 57,978
Deductions - - - - -
Balance September, 30, 2025 64,901 45,124 5,975 11,815 127,815
Business-Type Activity

Vacation Sick Holiday Comp Total
Balance October 1, 2024 10,321 10,535 - 8,361 29,217
Additions 6,079 3,778 975 - 10,832
Deductions - - - (158) (158)
Balance September, 30, 2025 16,400 14,313 975 8,203 39,891

Under the provisions of GASB Statement No. 101, Compensated Absences, the City recognizes a liability for leave that
is attributable to services already rendered, accumulates period to period, and is probable of resulting in payment, either
through cash settlement or time off that reduces future service requirements.

The liability for compensated absences includes amounts expected to be paid upon termination or retirements as well
as benefits expected to be used for time off in lieu of additional pay. The liability is measured using the pay rates and

benefit costs in effect at the reporting date.

The total compensated absences liability for at September 30, 2025, consisted of the following components:

Governmental Activity

Description

Current portion - expected to be paid within one year

Long-term portion - expected to be paid after one year

Total compensated absences liability

Business-Type Activity

Description

Amount
22,672
105,143

127,815

Current portion - expected to be paid within one year

Long-term portion - expected to be paid after one year

Total compens ated absences liability

Amount
3,184
36,707

39,891

The adoption of this standard resulted in the City’s accounting for compensated absences, requiring the accrual of
additional amounts for certain types of leave that were not previously recognized as liabilities. As a result, the beginning
net position of the governmental activities as of October 1, 2024, was decreased by ($26,206) and the beginning net
position of the business-type activities was decreased by ($10,535) to recognize the additional liability for compensated
absences in accordance with the new standard. The comparative financial statements for the prior year have been restated

to reflect this change in accounting principle.
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Governmental Activity

Description Amount

Net position, as previously stated 6,615,342
Cumulative effect of GASB 101 (26,206)
Net position, as restated 6,589,136

Business-Type Activity

Description Amount
Net position, as previously stated 14,799,741
Cumulative effect of GASB 101 (10,535)
Net position, as restated 14,789,206

Long-Term Obligations
Long-term Obligations Supporting Governmental Activities

On December 14, 2021, the City entered into a Notes Payable in the amount of $592,248 at an interest rate of 3.09%.
The proceeds were used to purchase a fire truck for the City. Payments are due in annual installments on December 28
of each year for fifteen years.

The City’s combination tax and revenue certificates of obligation are guaranteed by the full faith and credit of the City.
Certificates of obligation are secured by and payable from a limited pledge of surplus revenues of the waterworks and
sewer system. Repayments of principal and interest for these obligations are accounted for in the Debt Service Fund.

Combination Tax and Revenue Certificates of Obligation, Series 2021, issued August 15, 2021, in the original amount
of $4,660,000 at an interest rate of 3.00% for street improvements and related costs. Requires semi-annual payments of
interest on February 15 and August 15 of each year and annual principal payments due on August 15 of each year.

On October 10, 2023, the City issued Combination Tax and Surplus Airport Revenue Certificates of Obligation, Series
2023, in the original principal amount of $2,000,000. The certificates were issued to acquire, construct, or make
improvements to the City’s airport. Requires semi-annual payments of interest on February 15 and August 15 of each
year and annual principal payments due on August 15 year.

Interest expense for governmental activities was $243,914. This is reported as a separate line item on the statement of
revenues, expenditures and changes in fund balance.

Business-type Activities - Revenue Bonds

Combination Tax and Surplus Revenue Certificates of Obligation represent debt issued to support activities of the
Proprietary Fund (Water and Sewer Fund). In addition to being backed by the full faith and credit of the City, revenue
bonds are secured by a lien on and a pledge of the surplus revenues of the water and sewer system.

On August 15, 2022, the City issued $4,800,000 Combination Tax and Revenue Certificates of Obligation, Series 2022
at an interest rate of 4.00% to 5.00%. The bond proceeds from sale will be used for Water and Sewer system
improvements, Semi-annual payments of principal and interest are August 15 and February 15 each year for twenty
years.

On June 11, 2024, the City issued Combination Tax Revenue Certificates of Obligation, Series 2024, in the original
principal amount of $3,850,000. The certificates were issued to acquire, construct, equip, add, or improve infrastructure
related to the City’s water and sewer system, including the acquisition of land. Requires semi-annual payments of interest
on February 15 and August 15 of each year and annual principal payments due on August 15 year.

Interest expense for business-type activities and the Water and Sewer Proprietary Fund was $495,524.
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Terms of the bonds due to the Texas Water Development Board require the City to establish an interest and sinking fund
in an amount equal to the pro-rata share of the next principal and interest payment due for the bonds. At year-end, this
requirement was $41,623. The City has established an interest and sinking fund in the amount of $41,939 at year-end,
and, accordingly, is substantially in compliance with this requirement.

The following table contains a summary of changes in long-term obligations for the year ended September 30, 2025:

Due Within
Beginning Issued Retired Ending One Year

Governmental Activities
Direct Borrowings
Notes Payable - New Fire Truck 527,026 - (33,619) 493,407 34,658
Combination Tax & Revenue

Certificate of Obligation

Series 2021, 3.0% 3,940,000 - (180,000) 3,760,000 185,000
Combination Tax & Airport Revenue

Certificate of Obligation

Series 2023, 5.375-6.00% 2,000,000 - (60,000) 1,940,000 65,000
Bond Premium 388,765 - (41,512) 347,253 -
Total Governmental Activities 6,855,791 - (315,131) 6,540,660 284,658
Business-Type Activities
Combination Tax & Revenue

Certificate of Obligation

Series 2012, 1.75% to 4.05% 2,925,000 - (135,000) 2,790,000 140,000
General Obligation Refunding Bonds

Series 2020, 1.59% 1,060,000 - (170,000) 890,000 170,000
Combination Tax & Revenue

Certificate of Obligation

Series 2022, 4.5% 4,465,000 - (160,000) 4,305,000 170,000
Combination Tax & Revenue

Certificate of Obligation

Series 2024, 4-5% _ 3,850,000 - (375,000) 3,475,000 175,000
Bond Premium 521,380 - (51,193) 470,687
Total Business-Type Activities 12,821,880 - (891,193) 11,930,687 655,000
Total Primary Government 19,677,671 - (1,206,324) 18,471,347 939,658

Terms of the certificates of obligation bonds require the City to establish sinking funds in order to accumulate resources
for the repayment of principal and interest on the bonds as they mature. At year-end, the City was in compliance with
these sinking fund requirements. Amounts set aside to meet interest and sinking fund requirements are reflected as
restricted cash or restricted investments at year-end.
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Debt Service Requirements to Maturity

The annual debt service requirements to maturity for bonded debt obligations for governmental activities are as follows
at year-end:

Governmental Activities

Fiscal Year Ending Notes Payable Bonds Payable Total

September 30, Principal Interest Principal Interest Principal Interest
2026 34,658 15,276 250,000 218,788 284,658 234,064
2027 35,729 14,206 260,000 209,587 295,729 223,793
2028 36,833 13,102 265,000 199,613 301,833 212,715
2029 37,97 11,963 280,000 189,412 317971 201,375
2030 39,144 10,790 290,000 178,688 329,144 189,478
2031-2035 214,627 35,042 1,625,000 716,038 1,839,627 751,080
2036-2040 94,445 4,446 1,970,000 379,962 2,064,445 384,408
2041-2045 - - 760,000 55,681 760,000 55,681
Totals 493,407 104,825 5,700,000 2,147,769 6,193 407 2,252,594

The annual debt service requirements to maturity for bonded debt obligations for business-type activities are as follows
at year-end:

Business-Type Activities

Certificates of Obligation

Fiscal Year Ending Series 2012 Bonds Payable Total
September 30, Principal Interest Principal Interest Principal Interest
2026 140,000 111,940 515,000 359,925 655,000 471,865
2027 145,000 107,530 540,000 339,431 685,000 446,961
2028 150,000 102,890 565,000 317,860 715,000 420,750
2029 155,000 97,940 580,000 295,373 735,000 393,313
2030 160,000 92,670 605,000 271,971 765,000 364,641
2031-2035 890,000 371918 2,455,000 1,009,425 3,345,000 1,381,343
2036-2040 1,080,000 184,377 2,730,000 397,425 3,810,000 581,802
2041-2042 70,000 9,923 680,000 27400 750,000 37,323
Totals 2,790,000 1,079,188 8,670,000 3,018,810 11,460,000 4,097,998

Lease Receivable

On January 1, 2023, the City entered into a three-year agreement with Brady Williams to lease farmland for $10,587
per year. The lease receivable is measured as the present value of the future minimum payments expected to be received
during the lease term at a discount rate of 4.49%.

As of September 30, 2025, the City’s lease receivable balance and the related deferred inflow of resources was $10,123.
For the fiscal year 2025, the City recognized $10,123 as lease revenue, which includes amortization of the deferred
inflow of resources and $464 as interest revenue.
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Defined Benefit Pension Plans
Plan Description

The City of Caddo Mills, Texas participates as one of 938 plans in the defined benefit cash-balance plan administered
by the Texas Municipal Retirement System (TMRS). TMRS is a statewide public retirement plan created by the State
of Texas and administered in accordance with the TMRS Act, Subtitle G, Title 8, Texas Government Code (the TMRS
Act) as an agent multiple-employer retirement system for municipal employees of Texas participating cities. The TMRS
Act places the general administration and management of TMRS with a six-member, Governor-appointed Board of
Trustees; however, TMRS is not fiscally dependent on the State of Texas. TMRS issues a publicly available
comprehensive annual financial report (CAFR) that can be obtained at www. tmrs.con.

All eligible employees of the City and the EDC are required to participate in TMRS.

Benefits Provided

TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the governing body of the
City, within the options available in the state statutes governing TMRS.

At retirement, the benefit is calculated as if the sum of the employee’s contributions, with interest, and the City-financed
monetary credits with interest. The retiring member select one of seven monthly benefit payments options. Members
may also choose to receive their retirement benefit as a lump sum distribution in an amount equal to 12, 24, or 36
monthly payments, which cannot exceed 75% of the total member contributions and interest.

The plan provisions are adopted by the governing body of the City, within the options available in the state statutes
governing TMRS, Plan provisions for the City were as follows:

Employee deposit rate 6.0%
Matching ratio (City to employee) 2tol
Years required for vesting 5
Service retirement eligibility

(expressed as age/years of service) 60/5, 0/20
Updated service credit 100%
Annuity increase (to retirees) 0% of CPI

Employees Covered by Benefit Terms

At the December 31, 2024, valuation and measurement date, the following employees were covered by the benefit
terms:

Inactive employees or beneficiaries currently receiving benefits 5
Inactive employees entitled to but not yet receiving benefits 21
Active employees 26
Total 52

|

Contributions

Member contribution rates in TMRS are either 5%, 6%, or 7% of the member’s total compensation, and the City
matching percentages are either 100%, 150%, or 200%, both as adopted by the governing body of the City. Under the
state law governing TMRS, the contribution rate for each City is determined annually by the actuary, using the Entry
Age Normal (EAN) actuarial cost method. The city’s contribution rate is based on the liabilities created from the benefit
plan options selected by the City and any changes in benefits or actual experience over time.
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Employees of the City were required to contribute 6% of their annual compensation during the fiscal year. The
contribution rates for the City of Caddo Mills, Texas, were 12.83% and 5.72% in calendar years 2025 and 2024,
respectively. The City’s contributions to TMRS for the fiscal year ended September 30, 2025, were $215,631 and
equaled the required contributions.

Net Pension Liability

The City’s Net Pension Liability (NPL) was measured as of December 31, 2024, and the Total Pension Liability (TPL)
used to calculate the Net Pension Liability was determined by an actuarial valuation as of that date.

Actuarial Assumptions:

The Total Pension Liability in the December 31, 2024, actuarial valuation was determined using the following actuarial
assumptions:

Inflation 2.50% per year
Overall payroll growth 2.75% per year, adjusted down for population declines, if any
Investment Rate of Return 6.75%, net of pension plan investment expense, including inflation

Salary increases are based on a service-related table. Mortality rates for active members are based on the PUB(10)
mortality tables with the Public Safety table used for males and the General Employee table used for females. Mortality
rates for healthy retirees and beneficiaries are based on the Gender-distinct 2019 Municipal Retirees of Texas mortality
tables. Male rates are multiplied by 103% and female rates are multiplied by 105%. The rates for actives, healthy retirees
and beneficiaries are projected on a fully generational basis by the most recent Scale MP-2021 to account for future
mortality improvements. For disabled annuitants, the same mortality tables for healthy retirees is used with a 4-year set-
forward for males and a 3-year set-forward for females. In addition, a 3.5% and 3.0% minimum mortality rate is applied,
for males and females respectively, to reflect the impairment for younger members who become disabled. The rates are
projected on a fully generational basis by Scale UMP to account for future mortality improvements subject to the floor.

The actuarial assumptions were developed primarily from the actuarial investigation of the experience of TMRS over
the four-year period from December 31, 2018 to December 31, 2022. The assumptions were adopted in 2023 and first
used in the December 31, 2023 actuarial valuation. The post-retirement mortality assumption for Annuity Purchase
Rates (APRs) is based on the Mortality Experience Investigation Study covering 2009 through 2011, and dated
December 31, 2013, Plan assets are managed on a total return basis with an emphasis on both capital appreciation as
well as the production of income, to satisfy the short-term and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined by best estimate ranges of expected
returns for each major asset class. The long-term expected rate of return is determined by weighting the expected return

 for each major asset class by the respective target asset allocation percentage. The target allocation and best estimates
of the expected return for each major asset class in fiscal year 2025 are summarized in the following table:

Asset Class Target Allocation Long-Term Expected Real Rate of Return (Arithmetic)
Global Equity 35.0% 7.10%
Core Fixed Income 6.0% 5.00%
Non-Core Fixed Income 6.0% 6.80%
Hedge Funds 5.0% 6.40%
Private Equity 13.0% 8.50%
Private Debt 13.0% 8.20%
Real Estate 12.0% 6.70%
Infrastructure 6.0% 6.00%
Other Private Markets 4.0% ‘ 7.30%
Total 100.0%
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Discount Rate

The discount rate used to measure the Total Pension Liability was 6.75%. The projection of cash flows used to determine-
the discount rate assumed that member and employer contributions will be made at the rates specified in statute. Based

on that assumption, the pension plan’s Fiduciary Net Position was projected to be available to make all projected future

benefit payments of current active and inactive members. Therefore, the long-term expected rate of return on pension

plan investments was applied to all periods of projected benefit payments to determine the Total Pension Liability.

Changes in the Net Pension Liability
Increase (Decrease)

Total Plan Fiduciary Net Pension
Pension Liability Net Position Liability
Balance at 12/31/2023 $ 1,324,177 $ . 1,271,581 § 52,596
Changes for the year:
Service cost 276,966 - 276,966
Interest 134,758 - 134,758
Change of benefit terms 550,736 - 550,736
Difference between expected and actual experience 88,219 - 88,219
Changes of assumptions - - -
Contributions - employer - 101,036 (101,036)
Contributions - employee - 105,982 (105,982)
Net investment income - 132,915 (132,915)
Benefit payments, including refunds of
employee contributions (33,958) (33,958) -
Administrative expense - (847) 847
Other changes - (20) 20
Net changes 1,016,721 305,108 711,613
Balance at 12/31/2024 $ 2,340,898 § 1,576,689 § 764,209

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the City, calculated using the discount rate of 6.75%, as well as what
the City’s net pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower
(5.75%) or 1-percentage-point higher (7.75%) than the current rate:

1% Decrease in 1% Increase in
Discount Rate (5.75%) Discount Rate (6.75%) Discount Rate (7.75%)
City's net pension liability — $ 1,108,692 § 764,209 $ 480,081

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-issued TMRS financial
report. That report may be obtained on the Internet at www.tmrs.com.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions
For the year ended September 30, 2025, the City recognized pension expense of $787,980.

At September 30, 2025, the City reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:
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Deferred Outflows Deferred Inflows

of Resources of Resources
Difference between expected and actual economic experience $ 75,807  § 1,186
Changes in actuarial assumptions _ - 7,092
Difference between projected and actual investment earnings - 22,802
Contributions subsequent to the measurement date 186,567 -
Total $ 262,374  § 31,080

$186,567 reported as deferred outflows of resources related to pensions resulting from contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability for the year ending September 30, 2025.
Other amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension
expense as follows:

Fiscal Year Ending
September 30,

2026 $ 16,431
2027 26,127
2028 (255)
2029 2,424
2030 -

Thereafter -
Total $ 44,727

Postemployment Benefits Other Than Pensions (OPEB)

Plan Description

The City participates in a defined benefit group-term life insurance plan known as the Supplemental Death Benefits
Fund (SDBF) administered by TMRS. This is a voluntary program in which participating member cities may elect, by
ordinance, to provide group-term life insurance coverage (Supplemental Death Benefits) for their active members,
including or not including retirees. Employers may terminate coverage under and discontinue participation in the SDBF
by adopting an ordinance before November 1 of any year to be effective the following January 1.

Benefits Provided

Payments from this fund are similar to group-term life insurance benefits, and are paid to the designated beneficiaries
upon the receipt of an approved application for payment. The death benefit for active employees provides a lump-sum
payment approximately equal to the employee’s annual salary (calculated based on the employee’s actual earnings for
the 12-month period preceding the month of death). The death benefit for retirees is considered an other employment
benefit and is a fixed amount of $7,500. The obligations of this plan are payable only from the SDBF and are not an
obligation of, or a claim against, the Pension Trust Fund, '

Employees Covered by Benefit Terms

At the December 31, 2024 actuarial valuation and measurement date, the following employees were covered by the
benefit terms:

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

Total

Jols o
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Contributions

Contributions are made monthly based on the covered payroll of employee members of the participating member city.
The contractually required contribution rate is determined annually for each city. The rate is based on the mortality and
service experience of all employees covered by the SDBF and the demographics specific to the workforce of the city.
The rate is equal to the cost of providing one-year term life insurance. There is a one-year delay between the actuarial
valuation that serves as the basis for the employer contribution rate and the calendar year when the rate goes into effect.
The contributions to the SDBF are pooled for investment purposes with those of the Pension Trust Fund. The TMRS
Act requires the Pension Trust Fund to allocate investment income to the SDBF on an annual basis. The funding policy
of this plan is to assure that adequate resources are available to meet all death benefit payments for the upcoming year;
the intent is not to prefund retiree term life insurance during employees’ entire careers. As such, contributions are
utilized to fund active member deaths on a pay-as-you-go basis; any excess contributions and investment income over
payments then become net position available for benefits.

Employees of the City of Caddo Mills were required to contribute 0.0% of their annual gross earnings during the fiscal
year. The contribution rates for the City were 0.24% and 0.21% in calendar years 2024 and 2025, respectively. The
City’s contributions to the TMRS SDBF for the year ended September 30, 2025 was $4,273, which equaled the required
contributions for the year.

Total OPEB Liability

Actuarial Assumptions

The actuarial assumptions used in the calculation of the funding valuation for the Supplemental Death Benefit Fund
(SDBF) are based on the actuarial investigation of the experience of TMRS over the four-year period from December
31,2018 to December 31, 2022. They were adopted in 2023 and first used in the December 31, 2023 actuarial valuation.
For purposes of developing the SDBF contribution rates, no other demographic assumptions are applicable.

Assumptions
A. Mortality Rates — Same as for the Pension Trust Fund.

B. Actuarial Cost Method — The actuarial cost method used is known as the Entry Age Normal Actuarial Cost
Method. The Entry Age Normal Actuarial Cost Method develops the annual cost of the Plan in two parts: that
attributable to benefits accruing in the current year, known as the normal cost, and that due to service earned prior
to the current year, known as the amortization of the unfunded actuarial accrued liability. The normal cost and the
actuarial accrued liability are calculated individually for each member. The normal cost rate for an employee is the
contribution rate which, if applied to a member’s compensation throughout their period of anticipated covered
service with the City, would be sufficient to meet all benefits payable on their behalf. The normal cost is calculated
using an entry age based on benefit service with other TMRS cities or other public agencies, they retain this for
determination of benefit eligibility and decrement rates. The salary-weighted average of these rates is the normal -
cost rate. The unfunded actuarial accrued liability reflects the difference between the portion of projected benefits
attributable to service credited prior to the valuation date and assets already accumulated.

C. Valuation of Assets — For purposes of calculating the Total OPEB Liability, the plan in considered to be unfunded
and therefore no assets are accumulated for OPEB.

D. Supplemental Death Benefit — The contribution rate for the Supplemental Death Benefit (SDB) is equal to the
expected benefit payments during the upcoming year divided by the annualized pay of current active members, and
it is calculated separately for actives and retirees. The 2026 SDB rate for retiree coverage is equal to 110% of the
expected term cost. The SDB rate for active coverage is equal to 150% of the expected term cost.

E. Changes in Actuarial Assumptions and Methods — Mortality assumptions were modified as of December 31,2019
valuation. In addition, premiums for retirees are based on full $7,500 benefit versus the $2,500 previously used. A
credit is granted against premiums  for active employees equal to 2% of the SDB Fund balance as of the valuation

date expressed as a percentage of payroll.
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Benefit Provisions

A. Participation in SDBF — Participation in the SDBF is optional and may be rescinded. Each municipality that chooses
to participate can elect to cover just active members, or both active and retired members.

B. Benefit Eligibility — Benefits are payable if the death occurs during the period in which a municipality has elected
to participate in the SDBF. For retirees who had service with multiple TMRS employers, benefits are payable only if
the municipality from which the member retired participates in the SDBF when the death occurs.

C. Benefit Amount — The death benefit for active employees provides a lump sum payment approximately equal to the
employee’s annual salary (calculated based on the employee’s actual earnings for the 12-month period preceding the
month of death). The death benefit for retirees is a fixed amount of $7,500.

Discount rate. The discount rate used to measure the Total OPEB Liability was 4.08%. The projection of cash flows
used to determine the discount rate assumed that employee and employer contributions will be made at the rates
specified in statute.

Changes in the Total OPEB Liability

Total OPEB
Liability
Balance at 12/31/2023 $ 44,004
Changes for the year:
Service cost 4,769
Interest on total OPEB liability 1,736
Change of benefit terms -
Difference between expected and actual experience (1,853)
Changes of assumptions and other inputs (2,772)
Benefit payments, including refunds of
employee contributions (707)
Other changes -
Net changes 1,173
Balance at 12/31/2024 $ 45,177

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following shows the total OPEB liability, calculated using the discount rate of 4.08%, as well as what the City’s
total OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point lower (3.08%) or 1-
percentage-point higher (5.08%) than the current rate:

1% Increase in 1% Increase in
Discount Rate (3.08%)  Discount Rate (4.08%) Discount Rate (5.08%)
Total OPEB liability $ 55,037 § 45,177  $ 37,661

OPEB plan total liability. Detailed information about the OPEB plan’s Total OPEB Liability is available in a
separately-issued TMRS financial report. That report may be obtained on the Internet at www.tmrs.com.

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB
For the year ended September 30, 2025, the City recognized OPEB expense in the amount of $4,925.

At September 30, 2025, the City reported deferred outflows of resources and deferred inflows of resources related to
OPEB from the following sources:
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Deferred Outflows Deferred Inflows

of Resources of Resources

Difference between expected and actual economic experience

(net of current year amortization) $ 523§ 2,855
Changes in actuarial assumptions 3,852 15,542
Difference between projected and actual investment earnings

(net of current year amortization) - -
Contributions subsequent to the measurement date 3,054 -

Total $ 7,429 § 18,397

$3,054 reported as deferred outflows of resources related to OPEB resulting from contributions subsequent to the
measurement date will be recognized as a reduction of the net OPEB liability for the year ending September 30, 2025.
Other amounts reported as deferred outflows and inflows of resources related to OPEB will be recognized in OPEB
expense as follows:

Fiscal Year Ending
September 30,
2026 $ (3,045)
2027 (3,801)
2028 4,131)
2029 (2,209)
2030 (657)
Thereafter 179

Total § (14,022)
Commitments and Contingencies

The City participates in various state and federal grant programs and contracts which are subject to financial and
compliance audits by the grantors or their representatives. Audits of these programs by the granting organizations
for the year ended September 30, 2025, have not been conducted. Accordingly, the City’s final compliance with
applicable grant and contract requirements will be established at some future date. The City expects that costs
disallowed by these various awarding agencies, if any, would be minimal.

The City is involved in litigation from time to time during the ordinary course of business. Management estimates
that any potential litigation will not have a material impact on the City’s financial statements.

Certain state reports and remittances are required by the City’s municipal court. These reports and remittances are
subject to audit by the Comptroller of Public Accounts. Any adjustments which may occur based upon such an audit
could require the City to remit additional funds. The City expects that any adjustments to these reports and remittance
required, if any, would be minimal.

Balances and Transfers/Payments Within the Reporting Entity
Receivables and Payables

Generally, outstanding balances between funds reported as “due to/from other funds” in the governmental fund
financial statements include outstanding charges by one fund to another for services or goods, and other
miscellaneous receivables/payables between funds. Activity between funds that are representative of
lending/borrowing arrangements that are outstanding at the end of the fiscal year are described as “due to/from other
funds” (i.e., the current portion of interfund loans) or “advances to/from other funds” (i.e., the non-current portion
of interfund loans).
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Receivables Payables

(Due From) (Due to)

General Fund:

Other Governmental Funds - (3,532)

Water & Sewer Fund - (352,875)
Other Governmental Funds:

General Fund 3,532 -
Water & Sewer Fund:

General Fund 352,875 -
Total 356,407 (356,407)

Transfers and Payments

Transfers and payments within the reporting entity are substantially for the purposes of funding capital projects and
asset acquisitions, or maintaining debt service on a routine basis. Resources are accumulated in a fund to support
and simplify the administration of various projects or programs. The transfers and payments within the reporting
entity are substantially for the purposes of funding capital projects and asset acquisitions or maintaining debt service
on a routine basis. Resources are accumulated in a fund to support and simplify the administration of various projects
or programs. :

The government-wide statement of activities eliminates transfers reported within governmental activities.

Transfer Transfer
(Out) In
General Fund:
Other Governmental Fund - 150,000
Debt Service Fund - 1,070,908
- 1,220,908
Water and Sewer Fund:
Debt Service Fund - 782,658
' - 782,658
Debt Service Fund:
General Fund (1,070,908) -
Water and Sewer Fund (782,658) -
(1,853,566) -
Other Governmental Funds:
General Fund (150,000) -
Total (2,003,566) 2,003,566

The following schedule reports transfers and payments within the reporting entity:
The City transferred $1,853,566 from debt service fund to the general fund and water sewer fund for reimbursement of

debt service payments. The airport fund transferred $150,000 to the general fund for reimbursement of prior year and
current year fuel costs.
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Economic Dependence

City operations are funded by taxes and revenues provided by the residents of the City of Caddo Mills, Texas.
Accordingly, the City is economically dependent on the property values and local economy of City of Caddo Mills,
Texas and the surrounding area.

The City purchases water through an agreement with the City of Greenville/GEUS. During fiscal year 2025, water
purchases through this agreement totaled $1,047,095.

The City contracts with Waste Connections Lone Star, Inc. for sanitation services, During fiscal year 2025, the cost of
sanitation services paid through this contract were $412,660.

Restricted Cash and Cash Equivalents

Restrictions on cash and cash equivalents at year-end are as follows:

Restricted for debt service $ 126988
Restricted for capital projects - bond proceeds 7,361,759
Restricted for municipal court 53473

Totals $ 7542220

Amounts restricted for debt service represent amounts established to meet bond interest and sinking fund
requirements and bond maintenance fund requirements.

Amounts restricted for capital projects represent unspent bond proceeds.
Impact Fee Revenue and Deferred Revenue

Impact fees are authorized under Chapter 395 of the Texas Local Government Code and are defined as a charge imposed
against new development to pay for the off-site construction or expansion of infrastructure facilities that are necessitated
by and benefit the new development. Impact fees are deferred until the City incurs expenses for infrastructure. The City
had deferred impact fees of $1,059,558 at the beginning of the year. During fiscal year 2025, the City received
$1,237,777 in impact fees and spent $805,604. The balance of deferred revenue for impact fees at the end of the year
was $1,491,731.

Professional Services Agreement (PSA) Fees

The City assesses Professional Services Agreement (PSA) Fees to developers to recover costs incurred by the City for
professional service related to development activities. These fees are intended to reimburse the City for expenditures
associated with engineering reviews, legal consultations, planning and zoning services, and other administrative costs
incurred as part of the development approval process.

PSA Fees are recognized as revenue in the period in which the related services are provided. These fees are classified
as Charges for Services in the City’s governmental financial statements. For the fiscal year ended September 30, 2025,
the City recognized PSA Fee revenue totaling $548,669 which was primarily used to offset costs associated with
professional services necessary for reviewing and processing development applications.

Tax Abatement Agreements (GASB Statement No. 77)

Megatel Agreement

The City entered into a Chapter 380 Agreement with Megatel during the fiscal year; however, no qualifying
development activity had occurred as of year-end. No use tax was generated, and no grant payments were made.
Accordingly, no tax abatements occurred during the fiscal year, and no GASB Statement No. 77 disclosure is required.
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16.

Riverside (East) Homebuilders, Ltd
In September 2022, the City entered into a Chapter 380 Grant Agreement with Riverside (East) Homebuilders, Ltd. (the
“Company”) to incentivize residential development within the City and generate additional local use tax revenue.

Under the agreement the City provides an economic development grant equal to 75% of the City’s local use tax receipts
attributable to the Company’s Texas Direct Payment Permit. Grant payments are made semi-annually after the Company
submits documentation supporting the amount of use tax paid.

The agreement is effective for a ten-year period from September 1, 2022 through August 31, 2032, unless extended by
mutual agreement of the parties.

Eligibility Requirements and Compliance Provisions
To remain eligible for the grant, the Company must:

1. Pay applicable local use taxes under its Texas Direct Payment Permit;
2. Submit adequate documentation supporting the amount of use tax paid;
3. Comply with all applicable federal, state, and local laws and regulations.

Recapture and Adjustment Provisions

The agreement contains recapture provisions that require the Company to repay all grant amounts received, plus
applicable interest, if the Company:

Employes undocumented workers; or

Otherwise breaches the terms of the agreement.

In addition, grant payments are subject to adjustment if reported use tax amounts are later amended or audited.

City Commitments
Under the agreement, the City is obligated to:

1. Review submitted documentation supporting use tax paid; and
2. Remit the applicable grant payment within 45 days of receiving complete and acceptable documentation.

The City did not may any additionally commitments related to infrastructure improvements or other financial assistance
under this grant.

Gross Amount of Taxes Abated

During the fiscal year ended, the City paid economic development grants totaling $5,916 pursuant to this Chapter 380
agreement. The grant payments were calculated as 75% of Jocal use tax revenues generated by the Company and
reported under its Texas Direct Payment Permit.

Water Purchase Commitment

The City of Caddo Mills, Texas (the City), has entered into a Water Sales Agreement with the City of Greenville, Texas,
for the purchase of treated water. The original agreement was executed on November 18, 2014, with an initial term of
ten years and two optional five-year extensions exercisable by the City. The agreement has been amended multiple
times, most recently in 2024, to increase delivery capacity and revise water rates.

Under the current agreement, the City is obligated to purchase treated water from Greenville. Effective January 1, 2025,
the maximum instantaneous delivery rate is 600 gallons per minute (GPM), with the capacity scheduled to increase to
2,500 GPM upon completion of certain Greenville infrastructure improvements currently expected to occur between the
second quarter of 2025 and the fourth quarter of 2027. The agreement also establishes maximum annual, monthly, daily,
and hourly delivery limits.
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Water rates will increase to $5.96 per 1,000 gallons, phased in over a nine-month period during calendar year 2025. The
full rate will be effective October 1, 2025. Thereafter, rates may be revised every two years at the discretion of the City
of Greenville based on future water rate studies.

Monthly payments are due within fifteen days of receipt of billing. Late payments are subject to a penalty of ten percent,
and water delivery may be discontinued if amounts remain unpaid for more than forty-five days.

Additional significant provisions of the agreement include compliance with Greenville’s water conservation and drought
contingency plans, transfer of title at the point of delivery, force majeure provisions for events beyond the control of
either party, and termination of service for uncured violations of agreement terms.

The City relies on the City of Greenville as its primary supplier of treated water, which results in a concentration risk
related to water supply and future and future rate changes.

Based on the current delivery limit and rates, the City’s maximum purchase commitments under the agreement consist
of up to 70,000 gallons annually, 8,500,000 gallons per month, and 504,000 gallons per day. Actual water usage may
vary based on demand and operational needs.

The agreement is considered a normal purchase contract entered into for operational purposes. As of the date of the
financial statements, no separate accounting or recognition under other GASB standards is required.

Public Improvement Districts
Fox Landing Public Improvement District

The City established the Fox Landing Public Improvement District (PID) to finance public infrastructure improvements
benefiting approximately 151.9 acres within the City, including Improvement Area No. 1 (approximately 23.7 acres)
and a remainder area for future development. Authorized improvements include streets, water, sewer, and drainage
facilities, which will be constructed to City standards and, upon completion and acceptance, will be owned, operated,
and maintained by the City.

Special assessments have been levied on benefited parcels within Improvement Area No. 1 in accordance with the
Service and Assessment Plan. Assessments are allocated based on estimated buildout value so that each parcel bears a
proportionate share of improvement costs. These assessments are not ad valorem taxes and apply only to property within
the PID.

Under a reimbursement agreement, the developer is responsible for funding construction of certain improvements and
is eligible for reimbursement of verified costs, up to a maximum of $1,500,000, bearing interest at 5.875% per annum.
The City’s payment obligation is limited solely to PID assessment collections (and bond proceeds, if issued) and does
not constitute a general obligation or pledge of the City’s full faith and credit. Accordingly, no long-term liability related
to this reimbursement obligation is reported in the City’s financial statements. A liability is recorded only for assessment
collections held but not yet remitted at year-end.

The City may issue special assessment revenue bonds secured solely by PID assessments; however, no such bonds had
been issued as of September 30, 2025.

The first annual installment of Fox Landing PID assessments is due January 31, 2026. Therefore, no assessments had
been billed or collected, and no developer reimbursements were made as of fiscal year-end. At September 30, 2025, the
City reported special assessment receivables and related amounts due to the developer within a fiduciary custodial fund
for Fox Landing PID in the amount of $147,520.
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Caddo Mills Crossing Public Improvement District

The City created the Caddo Mills Crossing PID to finance public improvements benefiting property within the
district, including streets, water infrastructure, and drainage facilities, along with related soft costs. Upon completion,
street and drainage improvements will be dedicated to and owned by the City, while water improvements will be
owned and operated by the Caddo Basin Special Utility District.

The PID is structured on a pay-as-you-go basis. The developer initially funds improvements and is eligible for
reimbursement solely from special assessments levied on benefited property. For Improvement Area No. 1, the
maximum authorized assessment and reimbursement obligation totals $1,816,000. Assessments are allocated among
parcels based on relative benefit and estimated buildout value.

Annual installments will be billed and collected with property tax statements; however, the assessments are special
assessments rather than ad valorem taxes. The first installment is due January 31, 2026; therefore, no assessments were
billed or collected during fiscal year 2025. At September 30, 2025, the City reported special assessment receivables and
related amounts due to the developer within a fiduciary custodial fund for Caddo Mills Crossing PID in the amount of
$182,242.

No PID bonds had been issued as of September 30, 2025. Because the City’s obligation is limited to assessment
collections and does not involve a general pledge of City resources, no related long-term liability is reported. PID
assessment collections and remittances are reported in a custodial fund, and a liability is recognized only for amounts -
collected but not yet remitted.

Infrastructure improvements constructed by the developer and dedicated to the City are recorded as capital assets at
acquisition value and as capital contribution revenue when the City obtains ownership and control.

Enclave of Bahamas Public Improvement District and TIRZ No. 1

The City established the Enclave of Bahamas PID under Chapter 372 of the Texas Local Government Code to finance
public improvements benefiting property within Improvement Area No. 1. Special assessments levied under the
Service and Assessment Plan constitute a first lien on assessed property and represent personal obligations of
property owners.

The City issued Enclave of Bahamas Public Improvement Bonds as special limited obligations payable solely from
pledged PID assessments and, to the extent available, transfers from Tax Increment Reinvestment Zone No. 1 (TIRZ
No. 1). The bonds do not constitute a general obligation of the City.

Because the City is not obligated for repayment beyond pledged revenues and acts only in an administrative capacity,
PID assessment receivables and related bond obligations are not reported as assets or liabilities of the City.
Collections and remittances are accounted for in a custodial fund. At September 30, 2025, the City reported special
assessment receivables and related amounts due to the bondholders within a fiduciary custodial fund for Enclave of
Bahamas PID in the amount of $116,297.

TIRZ No. 1 is reported as a special revenue fund and may provide credits toward PID assessments or reimburse
developers from tax increment revenues generated within the zone. The first tax increment applicable to the project
will be based on Tax Year 2025 values and applied to installments due in Tax Year 2026. Accordingly, no TIRZ
revenues, credits, or developer reimbursements related to this PID were recognized during fiscal year 2025.

Subsequent Events

Subsequent to year end, Cash Special Utility District transferred service territory, customers, and related water
infrastructure assets to the City. The City will assume water service responsibilities for the area, resulting in increased
future water revenues, operating expenses, and capital assets.
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Subsequent to year end, the City issued Combination Tax and Limited Pledge Revenue Certificates of Obligation, Series
2025, in the amount of $5,935,000. Proceeds were received on October 8, 2025, and the first principal and interest

payment is due February 2026.

City Administration has evaluated subsequent events through March 5, 2026, the date which the financial statements
were available to be issued.
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REVENUES:
Ad valorem taxes
Franchise taxes
Sales tax
Impound income
Permits and fees
Fines
PSA Fee Revenue
Donations and other income
Grant revenues
Interest

Total Revenues

EXPENDITURES:
Administration
Building inspections
Judicial
Police department
Fire protection
Parks & recreation
Capital outlay
Debt Service:

Principal retirement
Interest and fiscal charges
Total Expenditures

Excess (deficiency) of revenues over

(under) expenditures

OTHER FINANCING SOURCES (USES):
Transfers in
Insurance proceeds
Total Other Financing Sources (Uses)

Net change in fund balance

Fund balance, October 1
Fund balance, September 30

Notes to the budgetary comparison schedule:

CITY OF CADDO MILLS, TEXAS
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)

1,460,283 $ 1,460,283 $ 1,539,597 $ 79,314
65,000 65,000 74,985 9,985
700,000 700,000 930,596 230,596
30,000 30,000 74,664 44,664
635,000 635,000 333,981 (301,019)
234,000 234,000 268,396 34,396

- * - * 548,669 548,669
141,800 141,800 135,211 (6,589)

- - 266,185 ** 266,185

- - 75,228 75,228
3,266,083 3,266,083 4,247,512 981,429
1,145363 * 1,145,363 * 1,857,050 (711,687)
291,900 291,900 355,540 (63,640)
166,300 166,300 76,989 89,311
1,209,300 1,209,300 1,296,801 (87,501)
379,000 379,000 325,191 53,809
1,075,503 1,075,503 - 1,075,503
1,107,262 ** 1,107,262 ** 1,972,516 (865,254)
273,619 273,619 273,619 -
244,078 244,078 244,707 (629)
5,892,325 5,892,325 6,402,413 (510,088)
(2,626,242) (2,626,242) (2,154,901) 471,341
- - 1,220,908 1,220,908

- - 52,326 52,326

- - 1,273,234 1,273,234
(2,626,242) (2,626,242) (881,667) 1,744,575
3,914,489 3,914,489 3,914,489 -
$ 1,288,247 S 1,288,247 $ 3,032,822 3 1,744,575

The General Fund budget is adopted on a basis consistent with generally accepted accounting principles for a governmental fund.
* General Fund revenues exceeded budgeted amounts because the City does not budget developer contributions
*+The City does not budget capital outlay related to bond proceeds and/or grans.

49



05

-g¢1 ydeiSered ‘go# GSVD YIM 20UEpI0OOE U payuasald ST elep Jo STesk US L 310N

%81 %EE 11 %6L L %EY'S %657 %6ET %ETE- %ITL %LEE %9T e T1014eq pa1240D)
Jo 38e3uadaad ® Se AIIqerY GOISUSJ 19N
098°C¥S §  66LPES §  6VOPbS §  POV96S $  66L°009 $  065°€€8 $  600°T00°T §  €ET98CT § 0TOYST $ 99E9ILT § [101heq paiaso)
%E€9°08 %9¥°98 %81°76 %P1'16 %15701 %1586 %6 €01 %¥S'16 %£0°96 %SELY A1pqery woisuag [e0),
30 3823u0010 ] € SE WORISOJ JON AXERNpLY el
08508 § <509 $ clcwr § L8705 § (08D $  s6sil  §  (Ls€Te) § tisT6  § 965TS 0§ 60TYIL  § (q) - (¥) Suipuy - HIEqEr] WOISUIY JON
78CCEE § L0998 § bl 66y $  9CELIS §  THESE9 $  €8149L $ 009856 § €88 €00 $  ISSTILTI §  689°0LST § (q) Smpuy - nopisog 19N A1ePnpLy UBY
635967 T8E'SEE 199°98¢ 66y 9TELIS THESEo €31°L9L 665856 £88°€00°T 18S°1LTT Surnm3oq - monisog 19N Arenply uely
£66°S¢€ S8T1S SLYTIL $81°81 910811 1+8°1€1 LIY'161 P8TSY 869°L9T 301°50€ uonsod 39N A1ernply ueld ur a3uey) PN
(€D [64)) [€30) (s1) (€33 @n € €TL ©) (02) bEito)
(992) (952) (8L7) (632) (¢st) (T1e) (cop) (509) (6£L) 052 osuadxo sARenSIIINpY
isy) (sL9v€) (z89°L) (09Z°6€) (118°5¢) (szept) (99L°¢7) (rzL'Le) (8LL°67) (856°¢€) suonnqIyuod 3vko[dws Jo spunyox Surpniout ‘suowded 1gensg
LEY T'TT 0¥s°es (Z96v1) ¥16%6L 01T8Y 9Z1°001 (691°0L) 68L°911 S16°ZEL SUIOUT JUBULSIAUT IIN
e61°LT 880°TE £Y9°TE 88L°SE $70°9€ S10°0§ 19009 YLILL 109°¢6 786°501 safo1dums - suonnqIUO)
ost91 $  00STE $  99THE ¢  TLE9E 0§ IECeE 0§ SoT8F §  9skcc §  988’sL  § 0688 ¢ 9g0°I01 § Jokorduo - suonnquIUo)
uonisod N %.-NU:E q aeld
2961y $ Tl §  PIST¥S § €199 $  Z9L619 $  I8L8LL $  £vC9C6 $  SOL'960T $§  LLIVIEL $  868°0VET § (¢) Suipny - AMiqery UoISUAY (30T
L8LTIE 796511 WLy YISTHS PISTIPS 198°6¥9 18L°8LL £hT 976 S0L°960°1 LLYYTET SurumSog - ANIqEr] UOISU3] [€)0],
SLIY01 087°1¢ TLTY6 660°9T 8YT8L 0Z6°CET 9%°LY] 79%°0L1 TwY'LTT 1TL910°1 Apiqery uosuag [e10] Ut 33uEy)) N
(P18%) (SL9¥E) (Z39°0) (097°6¢) (r18°sg) (SZePL) (99L°€7) wzL'Le) (8LL°67) (856°¢€) suonnquos askoydis yo spurgal Surpnjou; ‘suemiked 1gausg
666°S1 - - - 60L°C - - - (zeren - suopdumsse Jo a8uey)
618°C (tt6'c0) 16T°L (ov1°19) 61 150°8 181 (9v0°9) 9LETT 617'88 sououadxa [Enjor pue pojoadxs UIIMIaq 90URIZIT
1502 - - - - - - - - 9EL°0SS SuLIs) 3gauaq jo safuey)
61LYT £96'8C £90°TE ¥SS°LE STH6¢E 6¥T9Y 199°5S S¥1°99 T90°6L $SLYEL (Amqey orsuad {103 ) €0) 353I)UL
lo¥'eyr § V1609 $ 07979 §  IS689 0§ IEL89 0§ SvET6 § OI¥SIT  §  L80°SHl  $ PEESLI  § 9969.T  § 1500 2IAI0G
Aqery woisudg [e30],
ST07 9107 L10T 8107 6107 0707 1207 0T €07 Y0t

“I¢ I2quada( popuy JeaX ueld

S707 ‘0€ YTGIWALIAS IANT IVIX THL 0K

(pakerdsip aq APyempn [14) STVIX 01 LISV

SOLLVY QILVTIIY ANV XLIIEVIT NOISNIJ LAN NI STONVHO 40 TTAATHDS

(SWAL) WALSXS INTWTALLTA TVAIDINAIW SYXAL

NOLLVIOANI XM VININTTIINS CTIINOTA

SVXIL ‘STIIN 04AVD 40 AIID



s

‘g€ yderdered ‘go# gSVD WM 90URPIOISE UI pajuasald ST B1ep JO sreak us], :810N

*9)ep JUSWIAMSEOW
211 £q poI19A0o portad SwIm 91 Jo ST Jeak [eosy s,AQ o1 Jo se pajuasard o S[NPaYoS ST UT vyep 9f) Jer saxmbal q'7 1§ ydeiSered “go# GSVO PION

%ETS %PYE9 %TT'9 %EE'9 %T6'S %09°S %18'S %0L’S %0L'S %6601 J1o1£ed paxoa0 3o aejuoorad € se suonnqLInO)
PETSSS  199°8TS$  906°8LS$  6TL96SS  CELGLLS  STL0£6S  IL9WITTIS  BLEWSYIS  8S90ELTS  9STTI6TS To1Aed sakodurs parea0)
- g - $ - s - $ - $ - $ - $ - $ - s - $ (s590%2) AduSIoAP UOHNQLIUOD

(50687 (g6t°¢E) (666°5¢) (esL’Le) 091°9%) (sT1°7%) (109°0L) (L06°28) (895°86) (1£9°S12) UOLMQLIUOD PIUMLISIEP AJ[eLIenjor 0} UOHE[SI Ul SUOKNQLITN0D)
S06'8T §  E6V°EE $  666°SE §  €SLLE S 09I9v §  STITS § T090L $§  L06T8 $ 89586 §  1€9%GIT § UOHNQLIT0D PAUTULISNAP A[[ELIeTIoy

9107 L10T 8107 6107 0707 120T 7207 £207 $T0T ST0T

‘o¢ 1aquiapdog papuy deax [edsig

SZ07 ‘0€ YAWHALJAAS AAANT IVAX TAL IO
(pokeidsip 3q ApPrewnn [I4) SYVAX 0 LSV
SNOILNERLLNOD NOISNAd A0 A INTAHOS
(SYNL) WALSAS INTNTIILLEY TVAIDINOIW SVXAL
NOILVINYOJINI AT VINIWATIINS AAAINOTY
SVXAL ‘STIIA 04d VD 40 ALID



%88y

%0L’L

%559

‘3[nPaYos 9A0QE SY3 W paplodal axe Solel paje[sl pue uonrsod 1ou Areronpy ueyd
ou ‘a103010y ‘we[d g0 PSPUTHUN Ue 3G 0} PAISPISU0D ST pun,y 1ysusg yies( Arejusws[ddng SHIALL SUL

‘sjqe[rese ore se spouad Auewi se 103

poussaid aq [ worenIozur 3oyl ‘poried uonisuen ay; SuLmp ‘soses 95U} U “A{[RIIul S[qR[leAt oq J0U
51 woneuwioyur Arejuswsiddns panmbas se pajuassid aq 01 paxmbar e Jey; S3[NPIYSS 1ea4 (] AU 10§
spouad [[e 10] UOHBULIONI SUT, "S/# HSVL) WM S0UBPIOIOR Ul pajussald St 21ep JO SIedA JYS1e AJUQ 910N,

%96'S %OL'S %v6'T %I8'T %95°T

6V0°7¥s $  H9¥°965 $ 661009 $ 065°¢e8 § 6001007 $ £€T98TT $ 0TO09ST  §  99¢99LT  §
SHS9T §  £56°SY $  6£C6E $  PIL6Y $  9v0°LS § ST8LE $  Y00'vy $  LLISH $
0SL1E S £56°Sy 6££°6€ yIL'6Y 9%0°LS ST8°LE 700%¥

S6LY 80161 (#19%9) SLEOT TEEL (1zz'sD 6L1°9 €L
(#s) (09) (09) (052) (109) (£+9) (082) (LoL)

985°C (#09°C £08°L 610°8 691°C (poLve) LTTE (TLL'D)

- 9L£'61 (Lov'LD (3¢9) €8 oly (e9L'1) (¢53°D

848 L06 8TLY 0111 L20°1 980°1 $65°1 9¢L1

SIH'1 §  68L1 $ el $  peeT $  p06°C $  0g9% $  006¢ $  69LY $

L10T 8107 6102 0707 170¢ 77207 €207 Y70z

(paderdsip 9q Ap1eamin I4) SYVAX 01 LSV'T
SOILVY QALVITY ANV ALITIEVIT 9340 TVLOL NI STONVHD 40 TINATHDS
(SHALL) WALSAS INTWIILLATY TVJIDINNIA SVXAL
SVXAL ‘STIIAN 0davD 40 ALID

Moaeg pa1aAc)) yo 38ejuadiag e se Anpqery gado 19301

[10146d Pa13A0)

Supuy - &Mmqer] gAJO0 18101
SwmmsSag - Anpqer] 4440 1wl
Amqer] 9340 1e0] ut 23ueyD 1N
+ StuowiAed 1yeusg
syndur sa130 Y0 suondwunsse ur sauURyYD
soustiadxs [eryoe pue psjoadxe USMIA] SOUSISHIA
SUI1a] JIJauaq Jo saduey)
Kmqel] g0 [e103 S} U0 3SIU]
3500 901AI9S
Amnqery 9340 1910,

‘1€ J12qUIdI( “9)e(] JUIUIAINSEIA] 79 WOIJEN[EA [ELIENJDY



CITY OF CADDO MILLS, TEXAS
TEXAS MUNICIPAL RETIREMENT SYSTEM (TMRS)
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2025

TMRS PENSION
Valuation Date: Actuarially determined contribution rates are calculated as of December 31
and become effective in January 13 months later.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period 20 Years (longest amortization ladder)

Asset Valuation Method 10 Year smoothed market; 12% soft corridor

Inflation 2.50%

Salary Increases 3.60% to 11.85% including inflation

Investment Rate of Return 6.75%

Retirement Age Experience-based table of rates that vary by age. Last updated for the 2023
valuation pursuant to an experience study of the period ending 2022.

Mortality Post-retirement: 2019 Municipal Retirees of Texas Mortality Tables. Male rates

are multiplied by 103% and female rate are multiplied by 105%. The rates are
projected on a fully general basis by the most recent Scale MP-2021 (with
immediate convergence).
Pre-retirement; PUB(10) mortality tables, with the 110% of the Public Safety
table used for males and the 100% of the General Employee table used for
females. The rates are projected on a fully generational basis by the most recent
Scale MP-2021 (with immediate convergence)/

Other Information:

Notes There were no benefit changes during the year

TMRS OPEB
Methods and assumptions Used to Determine Contribution Rates for OPEB:

Inflation 2.5%
Salary Increases 3.60% to 11.85% including inflation
Discount Rate * 4.08%
Retiree's share of benefit-related costs $0
Administrative expenses All administrative expenses are paid through the Pension Trust and accounted -
for under reporting requirements under GASB Statement No. 68.
Mortality rates - service retirees 2019 Municipal Retirees of Texas Mortality Tables. Male rate are multiplied by 103%

and female rates are multiplied by 105%. The rates are projected on a fully-generational
basis by the most recent Scale MP-2021 (with immediate convergence).

Mortality rates - disabled retirees 2019 Municipal Retirees of Texas Mortality Tables with a 4 year set-forward
for males and a 3 year set-forward for females. In addition, a 3.5% and 3%
minimum mortality rate will be applied to reflect the impairment for younger members
who become disabled for males and females, respectively, The rates are projected
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CITY OF CADDO MILLS, TEXAS
OTHER INFORMATION

SCHEDULE OF DELINQUENT TAXES RECEIVABLE
YEAR ENDED SEPTEMBER 30, 2025 (UNAUDITED)

Tax
Roll
Year

2024

2023

2022

2021

2020

2019

2018

2017

2016

2015

2014

Fiscal Year
Ended
September 30

2025
2024
2024
2023
2022
2021
2020
2019
2018
2017
2015 and prior
Allowance for uncollectible taxes

Delinquent taxes receivable, net

54

Outstanding
Balance
9/30/2025

26,065
11,584
9,245
6,942
4,729
5,102
4,235
3,407
3,274
4,409
6,927

(8,592)

77,327




CITY OF CADDO MILLS, TEXAS
OTHER INFORMATION
HISTORICAL SCHEDULE OF PROPERTY TAX RATES
YEAR ENDED SEPTEMBER 30, 2025 (UNAUDITED)

Tax Fiscal Year

Roll Ended

Year September 30 Tax Rates
2024 2025 0.484999
2023 2024 0.485000
2022 2023 0.500000
2021 2022 0.546422
2020 2021 0.576000
2019 2020 0.656970
2018 2019 0.693693
2017 2018 0.730000
2016 2017 0.750000
2015 2016 0.750000
2014 2015 0.750000
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CITY OF CADDO MILLS, TEXAS
OTHER INFORMATION
HISTORICAL SCHEDULE OF ASSESSED PROPERTY VALUATION
YEAR ENDED SEPTEMBER 30, 2025 (UNAUDITED)

Tax Fiscal Year Net

Roll Ended Taxable
Year September 30 Valuation
2024 2025 $ 688,830,699
2023 2024 556,251,340
2022 2023 416,074,400
2021 2022 250,586,543
2020 2021 182,289,653
2019 2020 155,512,799
2018 2019 141,644,919
2017 2018 130,342,181
2016 2017 122,653,429
2015 2016 123,612,604
2014 2015 128,872,135
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WILF & HENDERSON, P.C.

Member of Private Company Practice Section
Member of AICPA Governmental Audit Quality Center

CERTIF lED PUBL |C ACCO UNTANTS  Memberof American Institute of Certified Public Accountants

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

Independent Auditor's Report

Honorable Mayor and
Members of the City Council
City of Caddo Mills, Texas

Members of the Council:

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United
States, the financial statements of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Caddo Mills, Texas, (the City)
as of and for the year ended September 30, 2025, and the related notes to the financial statements, which collectively comprise
the City’s basic financial statements, and have issued our report thereon dated March 5, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Caddo Mills, Texas’ internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s internal
control.

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

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

Report on Compliance and Other Matters

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

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

March 5, 2026
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CITY OF CADDO MILLS, TEXAS
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

=

Summary of the Auditor's Results:

a. Thetype of report issued on the financial statements of the City of Caddo Mills, Texas was an unmodified opinion,

b. No significant deficiency or material weakness relating to the audit of the financial statements are reported in the
report on internal control over financial reporting and on compliance and other matters required by the GAO's
Government Auditing Standards.

¢. No instances of noncompliance material to the financial statements of the City of Caddo Mills, Texas were
disclosed during the audit.

I Findings Relating to the Financial Statements Which Are Required to Be Reported in Accordance with

Generally Accepted Government Auditing Standards.

No findings were required to be reported.
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CITY OF CADDO MILLS, TEXAS
SCHEDULE OF STATUS OF PRIOR YEAR FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

No prior year audit findings.
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CITY OF CADDO MILLS, TEXAS
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2025

There were no current year findings.
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