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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of
Hitchcock Independent School District:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Hitchcock Independent School District (the “District™) as of and for the
year ended August 31, 2021, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Houston - Austin - Bellville - Woodville @ AICPA
3210 Bingle Rd., Ste. 300, Houston, TX 77055 // P:713.263.1123 // info@txauditors.com // www.texasauditors.com " GAQC Member



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of the District as of August 31, 2021, and the respective changes in financial position for the year then ended, in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, budgetary comparison information, schedules of the District’s proportionate share of the
net pension and other postemployment benefits liability, and schedules of District contributions, identified as
Required Supplementary Information on the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the Required Supplementary Information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The introductory section, combining and individual nonmajor
fund financial statements, other supplementary information, and the schedule of required responses to selected
school first indicators are presented for purposes of additional analysis and are not required parts of the basic
financial statements. The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative

Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not a required part of the
basic financial statements.

The combining and individual nonmajor fund financial statements, the schedule of expenditures of federal awards,
and other supplementary information are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the combining and individual nonmajor fund financial statements, the
schedule of expenditures of federal awards, and other supplementary information are fairly stated in all material
respects in relation to the basic financial statements as a whole.

The introductory section and the schedule of required responses to selected school first indicators have not been

subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we do
not express an opinion or provide any assurance on them.




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated on January 12, 2022 on
our consideration of the District’s 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 the effectiveness of the District’s 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 District’s internal control over financial reporting and
compliance.

@;ELT @iRRIS @ECHACEK, LLLP
¥’

Belt Harris Pechacek, LLLP
Certified Public Accountants
Houston, Texas

January 12, 2022




MANAGEMENT’S DISCUSSION
AND ANALYSIS

11




HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended August 31, 2021

The purpose of the Management’s Discussion and Analysis (MD&A) is to give the readers an objective and easily
readable analysis of the financial activities of Hitchcock Independent School District (the “District”) for the year
ending August 31, 2021. The analysis is based on currently known facts, decisions, or economic conditions. It
presents short and long-term analysis of the District’s activities, compares current year results with those of the
prior year, and discusses the positive and negative aspects of that comparison. Please read the MD&A in
conjunction with the District’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS
o The District’s total combined net position at year end was a deficit of $2,673,194 .

e For the fiscal year ended August 31, 2021, the District’s general fund reported a total fund balance of
$5,692,358, of which $239,013 is nonspendable for inventories and prepaid items and $5,453,345 is
unassigned.

e At the end of the fiscal year, the District’s governmental funds (the general fund plus all state and federal
grant funds, the debt service fund, and the capital projects fund) reported combined ending fund balances
of $9,176,639.

OVERVIEW OF THE FINANCIAL STATEMENTS

The annual report consists of three parts — Management's Discussion and Analysis (this section), the Basic
Financial Statements, and Required Supplementary Information. The basic statements include two kinds of
statements that present different views of the District.

e The first two statements are government-wide financial statements that provide both Jong-term and short-
term information about the District’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the government,
reporting the District’s operations in more detail than the government-wide statements.

o The governmental funds statements tell how general government services were financed in the short-term
as well as what remains for future spending.

e Fiduciary fund statements provide information about the financial relationships in which the District acts
solely as a trustee or agent for the benefit of others, to whom the fiduciary resources belong. This fund
includes student activity funds.

The financial statements also include notes that explain some of the information in the financial statements and

provide more detailed data. The notes to the financial statements are followed by a section entitled Required
Supplementary Information that further explains and supports the information in the financial statements.

13




HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended August 31, 2021

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide statements report information about the District as a whole. These statements include
transactions and balances relating to all assets, including infrastructure capital assets. These statements are
designed to provide information about cost of services, operating results, and financial position of the District as
an economic entity. The Statement of Net Position and the Statement of Activities, which appear first in the
District’s financial statements, report information on the District’s activities that enable the reader to understand
the financial condition of the District. These statements are prepared using the accrual basis of accounting, which
is similar to the accounting used by most private-sector companies. All of the current year’s revenues and
expenses are taken into account even if cash has not yet changed hands.

The Statement of Net Position presents information on all of the District’s assets, liabilities, and deferred
outflows/inflows of resources, with the difference reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the District is improving or
deteriorating. Other nonfinancial factors, such as changes in the District’s tax base, staffing patterns, enrollment,
and attendance, need to be considered in order to assess the overall health of the District.

The Statement of Activities presents information showing how the District’s net position changed during the most
recent year., All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows — the accrual method rather than modified accrual that is
used in the fund level statements.

The Statement of Net Position and the Statement of Activities include the following class of activities:

Governmental Activities — Most of the District’s basic services such as instruction, extracurricular
activities, curriculum and staff development, health services, general administration, and plant
operations and maintenance are included in governmental activities. Locally assessed property taxes,
together with State foundation program entitlements, which are based upon student enrollment and
attendance, finance most of the governmental activities.

The government-wide financial statements can be found after the MD&A.
FUND FINANCIAL STATEMENTS
The fund financial statements provide more detailed information about the District’s most significant funds — not

the District as a whole. Funds are simply accounting devices that are used to keep track of specific sources of
funding and spending for particular purposes.

e Some funds are required by State law and other funds are mandated by bond agreements or bond
covenants.

e The Board of Trustees (the “Board”) establishes other funds to control and manage money set aside for
particular purposes or to show that the District is properly using certain taxes and grants.

e  Other funds are used to account for assets held by the District in a custodial capacity. These assets do not
belong to the District, but the District is responsible to properly account for them.




HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended August 31, 2021

The District has the following kinds of funds:

o Governmental funds — Most of the District’s basic services are included in governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and
(2) the balances left at year end that are available for spending. Consequently, the governmental fund
statements provide a detailed short-term view that helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the District’s programs. Because this
information does not encompass the additional long-term focus of the government-wide statements,
additional information is provided at the bottom of the governmental funds statement, or on the
subsequent page, that explains the relationship (or differences) between them.

e  Fiduciary funds — The District serves as the trustee, or fiduciary, for certain funds such as the student
activity fund. The District is responsible for ensuring that the assets reported in this fund are used for their
intended purposes. All of the District’s fiduciary activities are reported in a separate statement of
fiduciary net position and a statement of changes in fiduciary net position. We exclude these activities
from the District’s government-wide financial statements because the District cannot use these assets to
finance its governmental operations.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District’s combined net position reported a deficit of $2,673,194 at August 31, 2021. Table 1 focuses on net
position while Table 2 shows the revenues and expenses that changed the net position balance during the fiscal
year ended August 31, 2021. Within Table 2, the District reported a decrease of $1,080,885 in combined net
position from the prior year. The total assets decreased $407,758 mainly due to a decrease in capital assets from
current year depreciation in excess of additions. Deferred outflows of resources decreased primarily as a net result
of a decrease in deferred outflows from changes in actuarial assumption for pension plans, a decrease in deferred
outflows from changes in proportionate share of contributions for the OPEB plan, and deferred charge on
refunding decreased due to restructuring of debt with issuance of refunding bonds along with amortization of
deferred charges on refunding. Total liabilities decreased primarily due to a decrease in long-term liabilities.
Long-term liabilities decreased mainly due to principal payments and a decrease in the OPEB liability. Deferred
inflows increased mainly due to differences between expected and actual economic experience and changes in
actuarial assumptions for OPEB.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

For the Year Ended August 31, 2021

Table 1
Net Position

Description

Current assets
Capital assets
Total Assets

Deferred charge on refunding
Deferred outflows - pensions
Deferred outflows - OPEB
Total Deferred Outflows of Resources

Current liabilities
Long-term liabilities
Total Liabilities

Deferred inflows - pensions
Deferred inflows - OPEB
Total Deferred Inflows of Resources

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

Governmental Total
Activities Change
2021 2020 2021-2020

11,203,286 $ 10,693,346 $ 509,940
36,809,735 37,727,433 (917,698)
48,013,021 48,420,779 (407,758)
906,524 1,205,294 (298,770)
2,872,398 3,620,585 (748,187)
1,943,436 2,213,815 (270,379)
5,722,358 7,039,694 (1,317,336)
1,263,797 1,422,837 (159,040)
48,853,502 50,644,382 (1,790,880)
50,117,299 52,067,219 (1,949,920)
1,046,877 1,167,455 (120,578)

5,244,397 3,818,108 1,426,289

6,291,274 4,985,563 1,305,711
2,895,762 7,417,367 (4,521,605)
3,484,281 3,708,176 (223,895)

(9,053,237) (12,717,852) 3,664,615
(2,673,194) § (1,592,309) $ (1,080,885)
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended August 31, 2021

Table 2
Changes in Net Position
Governmental Total
Activities Change
2021 2020 2021-2020
Revenues
Programrevenues:
Charges for services $ 36,731 § 91411 § (54,680)
Operating grants and contributions 10,504,439 9,896,912 607,527
General revenues:
Property taxes 10,369,479 11,023,970 (654,491)
Grants and contributions not restricted 8,560,398 9,690,758 (1,130,360)
Investment earnings 75,594 105,078 (29,484)
Miscellaneous 419,894 359,591 60,303
Total Revenues 29,966,535 31,167,720 (1,201,185)
Expenses
Instruction 12,847,570 14,133,329 (1,285,759)
Instructional resources and media services 197,132 211,370 (14,238)
Curriculum and staff development 1,383,173 461,081 922,092
Instructional leadership 599,796 423,304 176,492
School leadership 1,648,347 1,501,353 146,994
Guidance, counseling, and evaluation services 1,567,112 1,697,966 (130,854)
Social work services 143,825 132,448 11,377
Health services 490,136 423,089 67,047
Student (pupil) transportation 920,156 1,346,730 (426,574)
Food services 1,536,495 1,664,781 (128,286)
Cocurricular/extracurricular activities 870,384 809,618 60,766
General administration 1,125,951 1,048,815 77,136
Plant maintenance and operations 3,123,171 2,582,914 540,257
Security and monitoring 312,262 304,619 7,643
Data processing services 377,940 384,094 6,154)
Community services 77,071 81,477 (4,406)
Interest on long-termdebt 3,134,880 1,103,865 2,031,015
Payments related to shared services arrangements 300,138 235,560 64,578
Payments to juvenile justice programs 13,783 36,680 (22,897)
Other intergovernmental charges 89,005 85,550 3455
Total Expenses 31,047,420 28,668,643 2,378,777
Change in Net Position (1,080,885) 2,499,077 (3,579,962)
Beginning net position (1,592,309) (4,091,386) 2,499,077

Ending NetPosition §  (2,673,194) § (1,592,309) $  (1,080.885)

Total revenues were $29,966,535, which is a decrease of $1,201,185 from the 2020 fiscal year. This net decrease
is mainly due to a decrease in grants and contributions not restricted and partially offset by the increase in
operating grant and contributions. Property tax revenue is the District’s largest source of general revenue, which
totaled $10,369,479 for the year. This represents a decrease of $654,491 compared to the previous year which was
primarily due to a decrease in property taxes restricted for debt service.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended August 31, 2021

Expenses for governmental activities totaled $31,047,420, which was an increase of $2,378,777. This net increase
can largely be seen in interest on long-term debt and curriculum and staff development as well as plant
maintenance and operations which was partially offset by the decreases in instruction and student transportation.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

At the close of the fiscal year ended August 31, 2021, the District’s governmental funds reported a combined fund
balance of $9,176,639. The combined fund balance increased $654,402 from prior year. At the end of the fiscal
year, the District’s fund balance in the general fund increased by $878,745 primarily due to an increase in the
local revenues from property taxes and donations. The debt service fund balance decreased $956,388 due to
property taxes being less than the debt payments and refinancing costs. The special education cooperative fund is
restricted for spending on the District’s shared special education program which had an increase in fund balance
of $426,472 due to revenues in excess of expenditures.

GENERAL FUND BUDGETARY HIGHLIGHTS

In accordance with State law and generally accepted accounting principles, the District prepares an annual budget
for the general fund, the food service special revenue fund, and the debt service fund. Special revenue funds have
budgets approved by the funding agencies and are amended throughout the year as required.

During the period ended August 31, 2021, the District amended its budget as required by State law and to reflect
current levels of revenue and anticipated expenses. The District amended original budgeted revenues by $580,560
which was offset with increases in the original budget for expenditures of $498,225. The general fund’s budgeted
revenues exceeded actual revenues by $222,605 mainly due to less state program revenues than expected.

Budgeted expenditures exceeded actual expenditures by a net $1,008,490 mainly due to lower expenditures than
expected in instruction.

CAPITAL ASSETS

Capital assets are generally defined as those items that have useful lives of two years or more and have an initial
cost (value if donated) or of an amount determined by the Board. Donated capital assets are recorded at
acquisition value at the date of donation. During the year, the District used a capitalization threshold of $5,000,

which means that all capital type assets, including library books, with a cost or initial value of less than $5,000,
were not included in the capital assets inventory.

At year end, the District had a total of $36,809,735 invested in capital assets (net of depreciation) such as land,
buildings, and District equipment. This was a net decrease of $917,698 compared with the prior year. Major

investments in capital assets during the fiscal year were:

o New buses - $403,296
e Vehicles for maintenance purposes - $113,322

More detailed information about the District’s capital assets can be found in the notes to the financial statements.
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HITCHCOCK

INDEPENDENT SCHOOL. DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended August 31, 2021

LONG-TERM DEBT

At year end, the District had $26,977,396 in general obligation bonds, notes, and other payables outstanding
versus $29,372,804 last year. There was a net decrease of $2,395,408 related to the District’s bond, notes, and
other payables. The District issued refunding bonds in the amount of $11,290,000 and made principal payments
on debt of $2,163,702 during the year.

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

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The District’s budgeted expenditures for the 2021-2022 school year total $24,532,435 and the District’s Board
adopted a maintenance and operations tax rate of $0.872 and an interest and sinking rate of $0.200 for a combined
rate of $1.072 per $100 of property valuation.

The continued spread of the COVID-19 pandemic has given rise in uncertainties that may have a significant
negative impact on the operating activities and results of the District. The occurrence and extent of such impact
will depend on future developments, including (i) the duration and spread of the virus, (ii) governmental
quarantine measures, (iii) the effects on the financial markets, and (iv) the effects on the overall economy, all of
which are uncertain.

The COVID-19 pandemic had some impacts on the District in 2020-2021. The District’s enrollment in 2020-2021
was 1,413, down from 1,510 in 2019-2020. The District’s attendance dropped to 91.6% in 2020-2021 from 95.9%
in 2019-2020. The District started the 2020-2021 school year with full remote learning. The District transitioned
to in-person learning after the second six weeks in October 2020. There was also an increase in expenses for
cleaning supplies, PPE including face masks, and payroll for additional staffing.

Revenues for athletics decreased due to social distancing and stadium/gym limits required by University
Interscholastic League. Revenues for school health and related services decreased due to servicing limitations
related to remote learning. The District did receive funding from Elementary and Secondary School Emergency
Relief Funds.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
District’s finances and to show the District’s accountability for the money it receives. If you have questions about

this report or need additional financial information, contact the District’s business office at 7801 Neville Avenue,
Hitchcock, Texas 77563.

19




BASIC FINANCIAL STATEMENTS
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET POSITION - EXHIBIT A-1

August 31, 2021
Data 1
Control Governmental
Codes Activities
Assets -
1110 Cash and cash equivalents $ 3,988,949
1120 Investments 4,204,720
1220 Property taxes - delinquent 1,027,041
1230 Allowance for uncollectible taxes (213,853)
1240 Due from other governments 1,952,684
1290 Other receivables 4,732
1300 Inventories, at cost 60,821
1410 Prepaid items 178,192
11,203,286
Capital assets: -
1510 Land 1,641,080
1520 Buildings, net 33,786,766
1530 Furniture and equipment, net 238,106
1540 Vehicles, net 1,143,783
36,809,735
1000 Total Assets 48,013,021
Deferred Outflows of Resources
1701 Deferred charge on refunding 906,524
1705 Deferred outflows - pensions 2,872,398
1706 Deferred outflows - OPEB 1,943,436
1700 Total Deferred Outflows of Resources 5,722,358
Liabilities
2110 Accounts payable 296,255
2140 Interest payable 50,338
2150 Payroll deductions and withholdings 95,837
2160 Accrued wages payable 304,313
2180 Due to other governments 474,504
2200 Accrued expenditures 42,550
1,263,797
Noncurrent liabilities:
2501 Long-term liabilities due within one year 1,908,718
2502 Long-term liabilities due in more than one year 32,911,779
2540 Net pension liability 7,005,467
2545 Net OPEB liability 7,027,538
2000 Total Liabilities 50,117,299
Deferred Inflows of Resources
2605 Deferred inflows - pensions 1,046,877
2606 Deferred inflows - OPEB 5,244,397
2600 Total Deferred Inflows of Resources 6,291,274
Net Position
3200 Net investment in capital assets 2,895,762
Restricted for:
3820 Federal and state programs 1,442,166
3850 Debt service 2,042,091
3860 Capital projects 24
3900 Unrestricted (9,053,237)
3000 Total Net Position § (2,673,194)

See Notes to Financial Statements.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT
STATEMENT OF ACTIVITIES - EXHIBIT B-1

For the Year Ended August 31, 2021
Net (Expense)
Revenue and
Changes in

Program Revenues Net Position
1 3 4 6
Data Operating Primary Gov.
Control Charges for Grants and Governmental
Codes Functions/Programs Expenses Services Contributions Activities
Primary Government
Governmental Activities
0011 Instruction $ 12847570 §$ - $ 4361805 §$ (8,485,765)
0012 Instructional resources
0012 and media services 197,132 - 17,739 (179,393)
0013 Curriculum/instructional
0013 staff development 1,383,173 - 1,157,336 (225,837)
0021 Instructional leadership 599,796 - 103,036 (496,760)
0023 School leadership 1,648,347 - 311,612 (1,336,735)
0031 Guidance, counseling,
0031 and evaluation services 1,567,112 - 1,213,716 (353,396)
0032 Social work services 143,825 - 131,535 (12,290)
0033 Health services 490,136 - 132,505 (357,631)
0034 Student (pupil) transportation 920,156 - 153,984 (766,172)
0035 Food services 1,536,495 20,670 1,895,614 379,789
0036 Extracurricular activities 870,384 16,061 92,685 (761,638)
0041 General administration 1,125,951 - 120,735 (1,005,216)
0051 Plant maintenance and operations 3,123,171 - 584,997 (2,538,174)
0052 Security and monitoring services 312,262 - 38,046 (274,216)
0053 Data processing services 377,940 - 50,672 (327,268)
0061 Community services 77,071 - 71,245 (5,826)
0072 Interest - long-term debt 3,134,880 - 67,177 (3,067,703)
0073 Bond issuance costs 289,093 - - (289,093)
0093 Payments to fiscal agent/member
0093 districts of SSA - 300,138 - - (300,138)
0095 Payments to juvenile justice 13,783 - - (13,783)
0099 Other intergovernmental charges 89,005 - - (89,005)
Total Governmental Activities $ 31,047,420 $ 36,731 § 10,504,439 (20,506,250)
TP Total Primary Government $ 31,047,420 $ 36,731 $ 10,504,439 (20,506,250)
General Revenues
MT Property taxes, levied for general purposes 8,507,208
DT Property taxes, levied for debt service 1,862,271
GC Grants and contributions not restricted 8,560,398
IE Investment earnings 75,594
MI Miscellaneous local and intermediate revenue 419,894
TR Total General Revenues 19,425,365
CN Change in Net Position (1,080,885)
NB Beginning net position (1,592,309)
NE Ending Net Position h) (2,673,194)

See Notes to Financial Statements.
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HITCHCOCK
INDEPENDENT SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS - EXHIBIT C-1
August 31, 2021
10 50
Data Special Nonmajor
Control Education Governmental
Codes General Debt Service Cooperative Funds
Assets
1110 Cash and cash equivalents $ 2,524,477 $ 217,872 § 818,602 § 427,998
1120 Investments 2,753,620 1,445,885 5,215 -
1220 Property taxes - delinquent 760,620 266,421 - -
1230 Allowance for uncollectible taxes (166,065) (47,788) - -
1240 Due from other governments 40,288 - 1,047,641 864,755
1260 Due from other funds 1,017,644 378,334 - 76,922
1290 Other receivables 4,732 - - -
1300 Inventories, at cost 60,821 - - -
1410 Prepaid items 178,192 - - -
1000 Total Assets § 7,174,329 § 2,260,724  § 1,871,458 $ 1,369,675
Liabilities
2110 Accounts payable $ 29,158  § - $ - 8 267,097
2150 Payroll deductions and withholdings 95,837 - - -
2160 Accrued wages payable 272,993 - 7,471 23,849
2170 Due to other funds 455,256 - 534,820 482,824
2180 Due to other governments - - 474,504 -
2200 Accrued expenditures 34,172 - 548 7,830
2000 Total Liabilities 887,416 - 1,017,343 781,600
Deferred Inflows of Resources
2600 Unavailable revenue - property taxes 594,555 218,633 - -
Fund Balances
Nonspendable
3410 Inventories 60,821 - . - -
3430 Prepaid items 178,192 - - -
Restricted
3450 Grant funds - - 854,115 588,051
3470 Capital projects - - - 24
3480 Debt service - 2,042,091 - -
3600 Unassigned 5,453,345 - - -
3000 Total Fund Balances 5,692,358 2,042,091 854,115 588,075
Total Liabilities, Deferred Inflows
4000 of Resources, and Fund Balances § 7,174,329  § 2,260,724 §$ 1,871,458 § 1,369,675

See Notes to Financial Statements.
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98
Total
Governmental
Funds

$ 3,988,949
4,204,720
1,027,041

(213,853)
1,952,684
1,472,900

4,732
60,821
178,192

$ 12,676,186

3 296,255
95,837

304,313
1,472,900
474,504

42,550

2,686,359

813,188

60,821
178,192

1,442,166

24
2,042,091
5,453,345

9,176,639

$ 12,676,186
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION - EXHIBIT C-1R

August 31, 2021

Total fund balances for governmental funds

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activities are not current financial
resources and, therefore, not reported in the governmental funds.
Capital assets - nondepreciable
Capital assets - depreciable

Some liabilities, including bonds payable, are not reported as liabilities
in the governmental funds.
Accrued interest
Deferred outflows - pensions
Deferred outflows - OPEB
Deferred tax revenue
Deferred charge on refunding
Deferred inflows - pensions
Deferred inflows - OPEB
Noncurrent liabilities due in one year
Noncurrent liabilities due in more than one year
Net pension liability
Net OPEB liability

Net Position of Governmental Activities

See Notes to Financial Statements.
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1,641,080

__ 35168655

(50,338)
2,872,398
1,943,436

813,188

906,524

(1,046,877)
(5,244,397)
(1,908,718)
(32,911,779)
(7,005,467)

(7,027,538)

$ 9,176,639
36,809,735
(48,659,568)
$ (2,673,194)




Data

Control
Codes

5700
5800
5900
5020

0011
0012
0013
0021
0023
0031
0032
0033
0034
0035
0036
0041
0051
0052
0053
0061

0071
0072
0073
0093
0095
0099
6030

1100

7911
8949
7916
7080

1200

0100
3000

HITCHCOCK

INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS - EXHIBIT C-2

For the Year Ended August 31, 2021

10 50
Special Nonmajor
Education Governmental
General Debt Service Cooperative Funds
Revenues
Local, intermediate, and out-of-state $ 8,972,510 $ 1,879,047 $ 10,274 §$ 26,457
State program revenues 9,491,907 67,177 972,362 972,177
Federal program revenues 676,822 - 460,200 6,140,654
Total Revenues 19,141,239 1,946,224 1,442,836 7,139,288
Expenditures
Current:
Instruction 8,349,417 - 433,742 2,879,401
Instruction resources and media services 177,015 - - -
Curriculum/instructional staff development 733,714 - - 566,168
Instructional leadership 125,413 - 367,552 89,350
School leadership 1,298,677 - - 170,541
Guidance, counseling, and evaluation services 372,488 - 196,077 870,239
Social work services - - - 125,022
Health services 345,448 - 673 92,793
Student (pupil) transportation 1,162,160 - - 41,917
Food services 7,650 - - 1,552,574
Extracurricular activities 777,265 - - 16,580
General administration 1,001,816 - 15,780 -
Plant maintenance and operations 2,682,093 - 2,540 329,538
Security and monitoring services 272,662 - - 11,837
Data processing services 325,794 - - 19,561
Community services 84 - - 68,194
Debt service:
Principal 177,859 1,985,843 - -
Interest and fees 50,013 911,969 - -
Bond issuance costs - 289,093 - -
Payments to member districts of SSA 300,138 - - -
Payments to juvenile justice programs 13,783 - - -
Other intergovernmental charges 89,005 - - -
Total Expenditures 18,262,494 3,186,905 1,016,364 6,833,715
Excess (Deficiency) of Revenues
Over (Under) Expenditures 878,745 (1,240,681) 426,472 305,573
Other Financing Sources (Uses)
Bonds issued - 11,290,000 - -
Payment to bond escrow agent - (14,963,069) - -
Premium 3,957,362 - -
Total Other Financing Sources - 284,293 - -
Net Change in Fund Balances 878,745 (956,388) 426,472 305,573
Beginning fund balances 4,813,613 2,998,479 427,643 282,502
Ending Fund Balances § 5,692,358 § 2,042,091 §$ 854,115 § 588,075

See Notes to Financial Statements.
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Total
Governmental
Funds

10,888,288
11,503,623
7,277,676

29,669,587

11,662,560
177,015
1,299,882
582,315
1,469,218
1,438,804
125,022
438,914
1,204,077
1,560,224
793,845
1,017,596
3,014,171
284,499
345,355
68,278

2,163,702
961,982
289,093
300,138

13,783
89,005

29,299,478

370,109

11,290,000
(14,963,069)
3,957,362
284,293
654,402

8,522,237

9,176,639
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES - EXHIBIT C-3
For the Year Ended August 31, 2021

Net changes in fund balances - total governmental funds $ 654,402

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

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense.
Depreciation (1,542,608)
Capital outlay, net of disposals 624,910

Revenues in the Statement of Activities that do not provide current financial resources
are not reported as revenues in the funds. 12,577

The issuance of long-term debt (e.g., bonds, leases, certificates of obligation)
provides current financial resources to governmental funds, while the
repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has any
effect on net position. Also, governmental funds report the effect of
premiums, discounts, and similar items when it is first issued, whereas
these amounts are deferred and amortized in the Statement of Activities.

Issuance of refunding bonds (11,290,000)
Issuance of premium on refunding bonds (3,957,362)
Additions to accreted interest (2,500,382)
Payment to escrow agent to refund debt 14,963,069
Principal repayments 2,163,702
Amortization of premium on bonds 400,330
Amortization of deferred charge on refunding (74,847)
Accrued interest 2,001

Pension and other postemployment benefits (OPEB) activity reported in the Statement
of Activities does not require the use of current financial resources and, therefore, is
not reported as an expenditure or revenue in governmental funds.

Change in net pension liability (10,517)
Change in net OPEB liability 1,798,117
Net change in deferred outflows and inflows - pensions (627,609)
Net change in deferred outflows and inflows - OPEB (1,696,668)
Net on-behalf contributions adjustment - revenue 284,371
Net on-behalf contributions adjustment - expenses (284,371)

Change in Net Position of Governmental Activities § (1,080,885)

See Notes to Financial Statements.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUND - EXHIBIT E-1

August 31, 2021
Custodial
Data Fund
Control Student
Codes Activity
Assets
1110 Cash and cash equivalents $ 94,518
1000 Total Assets 94,518
Liabilities
Current liabilities:
2190  Due to student groups -
2000 Total Liabilities -
Net Position
3800 Restricted for individuals and organizations 94,518
3000 Total Net Position $ 94,518

See Notes to Financial Statements.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY FUND - EXHIBIT E-2
For the Year Ended August 31, 2021

Custodial
Fund
Student
Activities
Additions
Student club fees and dues $ 11,131
Student group fundraising activities 105,988
Concession stand sales 2,036
Donations 6,264
Total Additions 125,419
Deductions
Student activities 111,030
Scholarship awards 500
Total Deductions 111,530
Change in Fiduciary Net Position 13,889
Beginning net position 80,629
Ending Net Position $ 94,518

See Notes to Financial Statements.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2021

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting Entity

Hitchcock Independent School District (the “District™) is a public educational agency operating
under the applicable laws and regulations of the State of Texas (the “State”). It is governed by a
seven-member Board of Trustees (the “Board”) elected by registered voters of the District. The
District prepares its basic financial statements in conformity with generally accepted accounting
principles promulgated by the Governmental Accounting Standards Board (GASB) and it complies
with the requirements of the appropriate version of Texas Education Agency’s (TEA) Financial
Accountability System Resource Guide (the “Resource Guide™) and the requirements of contracts and
grants of agencies from which it receives funds.

The District is an independent political subdivision of the State governed by a board elected by the
public and it has the authority to make decisions, appoint administrators and managers, and
significantly influence operations, and is considered a primary government. As required by
generally accepted accounting principles, these basic financial statements have been prepared based
on considerations regarding the potential for inclusion of other entities, organizations, or functions as
part of the District’s financial reporting entity. No other entities have been included in the District’s
reporting entity. Additionally, as the District is considered a primary government for financial
reporting purposes, its activities are not considered a part of any other governmental or other type of
reporting entity.

. Government-Wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of
Activities) report information on all nonfiduciary activities of the primary government. All fiduciary
activities are reported only in the fund financial statements. Governmental activities are normally
supported by taxes, intergovernmental revenues, and other nonexchange transactions.

Basis of Presentation — Government-Wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated.
The governmental activities column incorporates data from governmental funds. Separate financial
statements are provided for governmental and fiduciary funds, even though the latter are excluded
from the government-wide financial statements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments in lieu of taxes where the amounts
are reasonably equivalent in value to the interfund services provided and various other functions of
the District. Elimination of these charges would distort the direct costs and program revenues
reported for the various functions concerned.

. Basis of Presentation — Fund Financial Statements

The fund financial statements provide information about the District’s funds, including its fiduciary
fund. Separate statements for each fund category — governmental and fiduciary — are presented. The
emphasis of fund financial statements is on major governmental funds, each displayed in a separate
column. All remaining governmental funds are aggregated and reported as nonmajor funds. Major
individual governmental funds are reported as separate columns in the fund financial statements.
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HITCHCOCK

INDEPENDENT SCHOOL. DISTRICT

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended August 31, 2021

The District reports the following governmental funds:
General Fund
The general fund is the District’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund. The general

fund is always considered a major fund for reporting purposes.

Debt Service Fund

The debt service fund is used to account for and report financial resources that are restricted,
committed, or assigned to expenditures for principal and interest on all long-term debt of the
District. The primary source of revenue for debt service is local property taxes. The debt service
fund is considered a major fund for reporting purposes.

Capital Projects Fund

The capital projects fund is used to account for and report financial resources that are restricted,
committed, or assigned to expenditures for capital outlays, including the acquisition or
construction of capital facilities and other capital assets.

Special Revenue Funds

The special revenue funds are used to account for the proceeds of specific revenue sources that
are restricted to expenditures for specific purposes other than debt service or capital projects. The
restricted proceeds of specific revenue sources comprise a substantial portion of the inflows of
these special revenue funds. Most federal and some state financial assistance is accounted for in a
special revenue fund. The special education cooperative fund is considered a major fund for

reporting purposes.

Fiduciary Funds

The fiduciary fund account is for assets held by the District in a trustee capacity or as an agent on
behalf of others. The fiduciary fund is not reflected in the government-wide financial statements
because the resources of this fund are not available to support the District’s own programs. The
District has the following type of fiduciary fund:

Custodial Fund

The custodial fund reports resources, not in a trust, that are held by the District for other parties
outside of the District. The custodial fund is accounted for using the accrual basis of accounting.
This fund is used to account for the District’s student activity funds.

During the course of operations, the District has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/to other funds and advances
to/from other funds. While these balances are reported in fund financial statements, certain
eliminations are made in the preparation of the government-wide financial statements. Balances
between the funds included in governmental activities (i.e., the governmental funds) are eliminated
so that only the net amount is included as internal balances in the governmental activities column.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended August 31, 2021

Further, certain activity occurs during the year involving transfers of resources between funds. In
fund financial statements, these amounts are reported at gross amounts as transfers in/out. While
reported in fund financial statements, certain eliminations are made in the preparation of the
government-wide financial statements. Transfers between the funds included in governmental
activities are eliminated so that only the net amount is included as transfers in the governmental
activities column.

. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus
and basis of accounting. Measurement focus indicates the type of resources being measured such as
current financial resources or economic resources. The basis of accounting indicates the timing of
transactions or events for recognition in the financial statements.

The government-wide and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the District considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.
General capital asset acquisitions are reported as expenditures in governmental funds. Issuance of
long-term debt and acquisitions under capital leases are reported as other financing sources.

Property taxes and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period.
Entitlements are recorded as revenues when all eligibility requirements are met, including any time
requirements, and the amount is received during the period or within the availability period for this
revenue source (within 60 days of year end). Expenditure-driven grants are recognized as revenue
when the qualifying expenditures have been incurred and all other eligibility requirements have been
met, and the amount is received during the period or within the availability period for this revenue
source (within 60 days of year end). All other revenue items are considered to be measurable and
available only when cash is received by the District.

. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance
1. Cash and Cash Equivalents

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.
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HITCHCOCK

INDEPENDENT SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended August 31, 2021

2. Investments

Investments, except for certain investment pools, commercial paper, money market funds, and
investment contracts, are reported at fair value. The investment pools operate in accordance with
appropriate state laws and regulations and are reported at amortized cost. Money market funds,
which are short-term highly liquid debt instruments that may include U.S. Treasury and agency
obligations and commercial paper that have a remaining maturity of one year or less upon
acquisition, are reported at amortized cost. Investments in nonparticipating interest earning contracts,
such as certificates of deposit, are reported at cost.

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

Direct obligations of the U.S. Government
Fully collateralized certificates of deposit and money market accounts
Government investment pools and commercial paper

3. Inventories and Prepaid Items

The costs of governmental fund type inventories are recorded as expenditures when the related
liability is incurred (i.e., the purchase method). Certain payments to vendors reflect costs applicable
to the future accounting period (prepaid expenditures) and are recognized as expenditures when
utilized.

4. Capital Assets

Capital assets, which include land, buildings, furniture, and equipment, are reported in the applicable
governmental activities columns in the government-wide financial statements. Capital assets are
defined by the government as assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at acquisition value at
the date of donation. Major outlays for capital assets and improvements are capitalized as projects
are constructed.

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

Property, plant, and equipment of the primary government are depreciated using the straight-line
method over the following estimated useful years:

Estimated
Asset Description Useful Life
Buildings and improvements 20 to 40 years
Vehicles 10 years
Equipment 8 to 20 years

5. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
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