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VISION

Empowering Today to Excel Tomorrow

MISSION

The mission of the Hurst-Euless-Bedford Independent
School District is to continue its proud tradition of HEB ISD 2019-2024 STRATEGIC PLAN

excellence as a diverse, high-performing organization

committed to ensuring each student is empowered today to excel tomorrow.

2019-2024 DISTRICT GOALS INCLUDING QUALITY INDICATORS
GOAL #1: STUDENT ACHIEVEMENT

1.1: Achieve Highest Academic Rating for District

1.2: Reading on Grade Level by End of 2nd Grade

1.3: Meet Federal Accountability

1.4: College, Career, and/or Military Ready Graduates

1.5: Increased Student Attendance

1.6: Increased Completion Rate (Grades 9-12)

GOAL #2: EFFECTIVE AND EFFICIENT OPERATIONS
2.1: Continuous Improvement Approach to Performance Excellence
2.2: Efficient Use of District Resources

2.3: Technology Resources

GOAL #3: QUALITY TEACHING, ADMINISTRATIVE, AND SUPPORT STAFF
3.1: Quality Employee Performance
3.2: Increased Employee Retention
3.3: Build a Culturally Proficient Organization

3.4: Meaningful and Relevant Professional Development Program

GOAL #4: SAFE, HEALTHY, AND NURTURING SCHOOLS

4.1: Safe, Orderly, and Healthy Learning Environments
4.2: Focus on the Whole Child

GOAL #5: ENDURING RELATIONSHIPS WITH STAKEHOLDERS
5.1: Stakeholder Satisfaction
5.2: Stakeholder Engagement

CORE MESSAGES

1. Students are responsible for their own learning.

2.Quality teachers and effective schools are essential to students’ learning.

3. Parents and patrons are vital partners in the educational process.

4. A safe environment for every student and employee is a prerequisite to learning.

5.Decisions and actions, at all levels, focus on and support effective student learning.
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During the 2001-2002 school year, the District implemented the Schools of Choice program at five
elementary campuses. This program provides elementary students with enriched educational choices
beyond the traditional framework of excellent neighborhood schools. Now the District offers the Core
Knowledge curriculum at every elementary school. Foreign Language Spanish Immersion has grown
from one first grade classroom in 2001-2002 to offerings in first through sixth grades at three elementary
schools. Elementary Spanish Immersion students may continue in the Spanish Immersion program at two
of the District’s five junior high schools. A new language program offering Mandarin Chinese and Hindi
was implemented at the junior high school level beginning in the fall of 2008. Arabic was implemented
in junior high school in the fall of 2011. All three languages are available at both high schools as part of
the International Baccalaureate program. Beginning in August 2014, students may study Mandarin
Chinese, Hindi, or Arabic language and culture, available in grades 1-6 as part of World Languages, a
new School of Choice at Viridian Elementary. Suzuki Strings has expanded from four elementary sites to
ten sites. In 2005-2006, the Suzuki students joined a new orchestra program when they entered junior
high. In 2008, the orchestra program expanded to the high school level at L.D. Bell High School. A
tuition-based Core Knowledge Pre-Kindergarten program began in the 2002-2003 school year. This
program is available at Meadow Creek, Spring Garden, and Viridian.

The District’s two high schools, L.D. Bell and Trinity, were accepted to participate in the prestigious
International Baccalaureate Program. The District was the first school system in Tarrant County to offer
this rigorous course of study that is designed to meet the needs of highly motivated and academically
talented high school students. The International Baccalaureate Diploma Program is offered in 2,932
schools in 150 countries, with 950 IB Diploma programs in the United States. During the 2021-2022
school year, the District served 201 International Baccalaureate students in 11th and 12th grades. The
academic preparation provides students with the skills and opportunities necessary for success in the
competitive, modern world. Students who enter the program embark on an advanced curriculum
recognized by premier colleges and universities throughout the world. The District’s nineteenth class of
IB graduates received their diplomas in the spring of 2022. Of the 101 seniors in the program, 90
received the full International Baccalaureate Diploma, a diploma rate that exceeds the average diploma
rate for IB schools worldwide.

The Gene A. Buinger Career & Technical Education Academy is 140,000 square feet and allows
continued growth in the many career fields offered to HEB ISD students. Instructional space for various
career paths in animation, architecture, audio/video production, automotive technology, collision repair &
refinishing, computer technology, cosmetology, culinary arts, education, engineering, health science, and
law & public safety has been designed into the new facility.

The District started a district-wide extended day program at the elementary schools for the 2003-2004
school year. This program provides childcare after school to accommodate working parents’ schedules
while enriching the learning experience of the students with a structured, nurturing environment. The
program was well received and turned out to be financially successful as well. Some proceeds from the
tuition remain at the campus to be utilized by the principal to provide additional funding for the needs of
the school and its students.

Planning
Much of the District’s planning effort is focused on the District’s strategic plan. The plan demonstrates

the commitment to increase student achievement for all students. Campus and department improvement
plans are aligned to the District’s strategic plan and address specific needs.

Vil



Other Information

Independent Audit

State law and District policy require an annual audit by independent certified public accountants. The
accounting firm of Weaver and Tidwell, L.L.P. was selected to fulfill this requirement. In addition to
meeting the requirements set forth in state statutes, the audit also was designed to meet the requirement of
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). The auditors’ report on the
government-wide financial statements and the fund statements and schedules is included in the financial
section of this report.

Awards

The Association of School Business Officials (ASBO) awarded a Certificate of Excellence in Financial
Reporting to the District for its annual comprehensive financial report for the fiscal year ended August 31,
2021. In addition, the Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement in Financial Reporting to the District for its annual
comprehensive financial report for the fiscal year ended August 31, 2021. This is the twentieth
consecutive year that the District has achieved this prestigious award. In order to be awarded these
certificates, the District must publish an easily readable and efficiently organized annual comprehensive
financial report. This report satisfied both accounting principles generally accepted in the United States
of America and applicable legal requirements.

These certificates are valid for a period of one year only. We believe that our current annual
comprehensive financial report continues to meet the programs’ requirements and we are submitting it to
ASBO and GFOA to determine its eligibility for the fiscal year 2021-2022 certificates.

The District received a rating of “Superior Achievement” for the twentieth straight year under the State of
Texas Schools FIRST — financial accountability rating system. The purpose of the financial
accountability rating system is to ensure that school districts are held accountable for the quality of their
financial management practices and performance in the management of their financial resources. The
superior achievement rating is the state’s highest, demonstrating the quality of the District’s financial
management practices and their high level performance in the management of their financial resources.

Long-Term Financial Planning

At least once a year District administration prepares and presents to the Board a five year financial
forecast for the General Fund that projects revenue, expenditures, and fund balances. When necessary, a
range of projections are prepared based on different financial and economic scenarios. During the
presentation possible state legislature changes, local economy updates, and other events that could
potentially impact financial projections are discussed.

There are 28 campuses in the District, and 22 of the campuses were built before 1983. Due to the lasting
effects of the COVID-19 pandemic, enrollment growth is uncertain for fiscal year 2022-2023. The
District has experienced a levelling-off in enroliment for the fall of 2022. Through November 2022, there
was an increase of about 50 students. Providing adequate facilities to all students is fundamental to
maintaining an effective education environment, involving a number of standards, including safety, class
size, and equity.
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support, campus activities, and other special grants that identify enrichment opportunities to the District’s
local effort. Please refer to the Exhibits H1 and H2.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Governmental Activities

Net position may serve over time as a useful indicator of a government’s financial position. On August
31, 2022, assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources
by $227.0 million indicating that the District’s overall financial position remains sound. A portion of the
District’s net position represents resources subject to external restrictions on how they may be used. As
of August 31, 2022, the District’s restricted net position for grant funds was $8.4 million and restricted
net position for debt service was $16.4 million. As of August 31, 2022, the 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 legal requirements was $92.8 million.

The investment in capital assets less any related debt is $109.4 million. The District uses capital assets to
provide services; consequently, these assets are not available for future appropriation. Although the
District’s investment in its capital assets is reported net of related debt, it should be understood that the
resources needed to repay District debt is provided from other resources, since the capital assets
themselves cannot be used to meet debt obligations.

Business-type Activities
The only business-type activity operated by the District is the extended day program offered at all
elementary schools.

The following table presents a comparison summary of the District’s net position for the fiscal year ended
August 31, 2022 and fiscal year ended August 31, 2021.:

Table |
Condensed Statement of Net Position

Governmental Activities Business-type Activities Total
2022 2021 2022 2021 2022 2021

Current and other assets $ 316,737,566 $307,733,244 $ 783,798 $504,237 $ 317,521,364 $ 308,237,481
Capital assets 450,819,503 457,035,181 - - 450,819,503 457,035,181
Total assets 767,557,069 764,768,425 783,798 504,237 768,340,867 765,272,662
Deferred outflows of resources 31,583,563 37,080,965 - - 31,583,563 37,080,965
Current liabilities 56,082,998 73,544,858 97,357 77,547 56,180,355 73,622,405
Long-term liabilities 336,740,687 362,104,449 - - 336,740,687 362,104,449
Net pension liability 28,168,653 59,525,150 - - 28,168,653 59,525,150
Net OPEB liability 61,585,419 62,758,197 - - 61,585,419 62,758,197
Total liabilities 482,577,757 557,932,654 97,357 77,547 482,675,114 558,010,201
Deferred inflows of resources 89,559,315 67,960,098 - - 89,559,315 67,960,098
Net position

Net investment in capital assets 109,397,796 99,781,019 - - 109,397,796 99,781,019
Restricted 24,792,393 19,526,856 - - 24,792,393 19,526,856
Unrestricted 92,813,371 56,648,763 686,441 426,690 93,499,812 57,075,453
Total net position $ 227,003,560 $175,956,638 $ 686,441 $426,6900 $ 227,690,001 $ 176,383,328




The following significant current year transactions had an impact on net position of governmental
activities:
o Total revenues exceeded the total cost of all programs and services, which resulted in an increase
in net position.

Table 11 presents a summary of the changes in net position for the fiscal year ended August 31, 2022 with
a comparison to the fiscal year ended August 31, 2021. Net position of the District's governmental
activities increased to $227.0 million from $176.0 million in the prior year.

Revenues in the business-type activities exceeded costs, resulting in a $760 thousand increase in net
position excluding transfers out.

As shown in Table Il, the cost of governmental activities this year was $253.5 million; however, the
revenue of governmental activities totaled $304.1 million, which exceeded expenses by $50.5 million
excluding transfers in. The primary sources of operating revenue were from property taxes totaling
$194.7 million and state grants totaling $42.0 million. Additionally, program revenue was received from
charges for services totaling $3.3 million and operating grants and contributions totaling $65.4 million.
The remainder of the revenue was from investment earnings and miscellaneous sources.

Property taxes increased primarily due to an increase in property values. Operating grants and
contributions increased primarily due to the federal stimulus reimbursement grants related to the
coronavirus pandemic. Charges for services increased primarily due to the impacts of the coronavirus
pandemic.
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Table 11
Change in Net Position

Governmental Activities Business-type Activities Total
2022 2021 2022 2021 2022 2021
Revenues
Program revenues
Charges for services $ 3309640 $ 1465519 $ 1912032 $ 1352915 $ 5221672 $ 2,818,434
Operating grants and contributions 65,403,315 42,773,813 - - 65,403,315 42,773,813
General revenues - -
Property taxes, levied for general purpose 155,243,272 152,734,160 - - 155,243,272 152,734,160
Property taxes, levied for debt service 39,480,714 37,359,385 - - 39,480,714 37,359,385
State grants, unrestricted 42,046,066 60,282,410 - - 42,046,066 60,282,410
Miscellaneous 540,295 668,646 - - 540,295 668,646
Investment earnings (1,972,108) 686,129 - - (1,972,108) 686,129
Total revenues 304,051,194 295,970,062 1,912,032 1,352,915 305,963,226 297,322,977
Expenses
Instruction 138,576,217 152,990,277 - - 138,576,217 152,990,277
Instructional resources and media 3,069,918 3,101,913 - - 3,069,918 3,101,913
Curriculum and staff development 6,994,932 7,779,033 - - 6,994,932 7,779,033
Instructional leadership 2,727,043 3,148,664 - - 2,727,043 3,148,664
School leadership 12,756,662 13,899,405 - - 12,756,662 13,899,405
Guidance, counseling and evaluation 9,068,182 10,200,311 - - 9,068,182 10,200,311
Social work services 1,276,146 954,199 - - 1,276,146 954,199
Health services 3,278,567 3,308,490 - - 3,278,567 3,308,490
Student transportation 6,770,721 6,285,217 - - 6,770,721 6,285,217
Food service 13,826,215 10,759,862 - - 13,826,215 10,759,862
Co-curricular/extracurricular activities 6,560,824 5,870,866 - - 6,560,824 5,870,866
General administration 6,104,490 5,984,313 - - 6,104,490 5,984,313
Plant maintenance and operations 22,656,260 19,955,409 - - 22,656,260 19,955,409
Security monitoring services 1,210,516 1,320,482 - - 1,210,516 1,320,482
Data processing services 5,996,421 5,304,294 - - 5,996,421 5,304,294
Community services 415,079 527,236 1,152,281 1,088,076 1,567,360 1,615,312
Long-term debt interest and fees 11,275,465 11,984,304 - - 11,275,465 11,984,304
Juvenile justice alternative education 903 - - - 903 -
Other intergovernmental charges 939,711 865,014 - - 939,711 865,014
Total expenses 253,504,272 264,239,289 1,152,281 1,088,076 254,656,553 265,327,365
Excess before transfers 50,546,922 31,730,773 759,751 264,839 51,306,673 31,995,612
Transfers in (out) 500,000 - (500,000) - - -
Change in net position 51,046,922 31,730,773 259,751 264,839 51,306,673 31,995,612
Net position - beginning $ 175,956,638 $ 144,225,865 426,690 161,851 176,383,328 144,387,716
Net position-ending $ 227,003560 $ 175,956,638 $ 686441 $ 426,690 $ 227,690,001 $ 176,383,328
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GOVERNMENTAL FUNDS — FINANCIAL ANALYSIS

As noted earlier, the District uses fund accounting to demonstrate compliance with finance-related legal
requirements, bond covenants, and segregation for particular purposes.

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

At fiscal year end the governmental funds fund balance totaled $273.9 million, which reflects a $25.9
million, or 10.3% increase from the prior year. The following comparison schedule shows the fund
balance by fund type for the fiscal year ended August 31, 2022 and fiscal year ended August 31, 2021.

General Fund

The fund balance of the District’s general fund increased by $18.8 million during the current fiscal year.
Local revenue increased 0.1% while state revenue increased 1.2%. Expenditures had a 3.5% decrease,
mostly related to coronavirus relief funds used to offset payroll. The general fund primarily derives its
revenue from local property taxes and state funding.

% Change 2021

Fund Balance 2022 021 to 2022
General fund $ 161,658,964 $ 142,869,341 13.2%
Debt service 16,264,867 12,980,677 25.3%
Capital projects 83,219,558 81,705,803 1.9%
Non-major 12,794,487 10,484,667 22.0%
Total $ 273937876 $ 248,040,488 10.4%
General Fund

2022 % 2021 % % Change
Revenue By Obiject 2022 to total 2021 to total 2021 to 2022
Local and intermediate sources $ 154,544,647 72% $ 154,433,972 73% 0.1%
State programs 55,077,567 26% 53,903,259 25% 2.2%
Federal programs 4,920,211 2% 4,073,182 2% 20.8%
Total $ 214,542,425 100% $ 212,410,413 100% 1.0%

The increase in local revenue is primarily due to increasing property values. State revenue increased due
to increased school funding related to increased attendance following the pandemic. The increase in
federal program revenues is primarily related to additional indirect costs and COVID funding.
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Long-Term Liabilities

As of August 31, 2022, the District had $454.1 million in general obligation bonds and other long-term
liabilities outstanding, of which $27.6 million is due prior to August 31, 2022.

The District maintained its “AAA” rating based on the guarantee of the Permanent School Fund of the
State of Texas. In June 2020, Moody’s assigned a “Aal” rating, which exceeds the median rating of
“Aad” for U.S. school districts. In March 2021, Fitch Ratings affirmed the underlying rating of “AA+”
on the District’s debt outstanding. In April 2021, Standard & Poor’s affirmed its “AA+” long-term rating
and underlying rating on the district’s general obligation debt outstanding.

Under current State law, with respect to any proposed new bond issuance, a district must have a projected
ability to pay the principal and interest on the proposed bonds and all previously issued bonds other than
bonds authorized to be issued at an election held on or before April 1, 1991, and issued before September
1, 1992, from a tax at a rate not to exceed $0.50 per $100 of valuation. The District complies with this
requirement.

Table 1V presents a summary of the District’s outstanding long-term liabilities for the fiscal year ended
August 31, 2022.

Governmental Activities Business-type Activities Total

2022 2021 2022 2021 2022 2021
General obligation bonds $ 321,965000 $ 343375000 $ - $ - $ 321,965000 $ 343,375,000
Premium on GO bonds 39,654,498 43,292,474 - - 39,654,498 43,292,474
Workers' compensation 728,818 671,562 - - 728,818 671,562
Leases payable 815,106 1,207,914 - - 815,106 1,207,914
Compensated absences 1,193,206 988,975 - - 1,193,206 988,975
Total $ 364,356,628 $ 389,535,925 $ - $ - $ 364,356,628 $ 389,535,925

Additional information on the District’s long-term liabilities can be found in Notes M through N of this
report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Economic Factors

The District's elected and appointed officials considered many factors when setting the 2022-2023 budget
and tax rates. One of those factors was the economy and its influence on taxable property values. The
District has experienced growth in its property tax base over the past five years, and the taxable property
values for fiscal year 2022-2023 appear to be a continuation of that trend. Other factors considered were
the impact of the coronavirus pandemic, school finance reform and property tax relief imposed by the 86™
and 87" Texas Legislative Sessions, and safety and security.
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HURST-EULESS-BEDFORD INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED AUGUST 31, 2022

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS - continued

between governmental funds and fiduciary funds remain as due to/due from other governments on the
government-wide statement of activities. The fund financial statements provide reports on the financial
condition and results of operations for three fund categories — governmental, proprietary, and fiduciary.
Since the resources in the fiduciary funds cannot be used for District operations, they are not included in
the government-wide statements. The District considers some governmental funds major and reports their
financial condition and results of operations in a separate column.

The District utilizes two types of proprietary funds. Internal Service Funds are an accounting device used
to accumulate and allocate costs internally across the District’s various functions. These funds
distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses
result from providing services and producing and delivering goods in connection with a proprietary fund’s
principal ongoing operations. All other revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses. The Enterprise Fund accounts for the operation of the District’s
extended day program for after school care, which is financed and operated in a manner similar to a
private business. Participants are charged a fee, which is used to support the activities of the program.
Because internal service funds predominantly benefit governmental rather than business-type functions,
they have been included within governmental activities in the government-wide financial statements.

C. MEASUREMENT FOCUS, BASICS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The accounting policies of the District comply with the rules prescribed in the Texas Education Agency’s
(TEA) Financial Accountability System Resource Guide. These accounting policies conform to generally
accepted accounting principles (GAAP) applicable to state and local government.

The government-wide financial statements and proprietary fund statements use 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 the 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.

Governmental fund financial statements use the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets, current
liabilities, and fund balances are included on the balance sheet. Operating statements of these funds
present net increases and decreases in current assets (i.e., revenues and other financing sources and
expenditures and other financing uses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which they
become both measurable and available, and it recognizes expenditures in the accounting period in which
the fund liability is incurred, if measurable, except for unmatured interest and principal on long-term debt,
which is recognized when due. The expenditures related to certain compensated absences and claims and
judgments are recognized when the obligations mature and are expected to be liquidated with expendable
available financial resources. The District considers all revenues available if they are collectible within
sixty days after year-end.

Revenues from local sources consist primarily of property taxes. Property tax revenues and revenues
received from the state are recognized under the susceptible to accrual concept. Miscellaneous revenues
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HURST-EULESS-BEDFORD INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED AUGUST 31, 2022

C. MEASUREMENT FOCUS, BASICS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION - continued

are recorded as revenue when received in cash because they are generally not measurable until actually
received. Investment earnings are recorded as earned, since they are both measurable and available. In
general, revenues not collected within sixty days of year-end are not considered measurable and available.

Grant funds are considered to be earned when all eligibility requirements have been met, (including time
requirements) to the extent of expenditures made under the provisions of the grant. Accordingly, when
such funds are received in advance, they are recorded as unearned revenues until earned. If balances have
not been expended by the end of the project period, grantors sometimes require the District to refund all
or part of the unused amount.

The Proprietary Fund types are accounted for on a flow of economic resources measurement focus and
utilize the accrual basis of accounting. This basis of accounting recognizes revenues in the accounting
period in which they are earned and become measurable and expenses in the accounting period in which
they are incurred and become measurable. With this measurement focus, all assets and all liabilities
associated with the operation of these funds are included on the fund statement of net position. The fund
equity is segregated into net investment in capital assets, restricted net position, and unrestricted net
position.

D. FUND ACCOUNTING

The District’s accounting system is organized and operated on the basis of funds, each of which is a
separate accounting entity with a self-balancing set of accounts. The District’s resources are allocated to
and accounted for in individual funds based upon the purposes for which they are to be spent and the
means by which spending activities are controlled. The District reports the following major governmental
funds:

The general fund is the District’s primary operating fund. It accounts for financial resources except those
required to be accounted for in another fund. Major revenue sources include local property taxes and state
funding under the Foundation School Program. Expenditures include all costs associated with the daily
operations of the schools except for programs funded by certain local, state, and federal sources, school
construction and debt service.

The debt service fund accounts for resources accumulated and payments made for principal and interest
on long-term general obligation debt of governmental funds. The primary revenue source is local property
taxes levied specifically for debt service.

The capital projects fund accounts for the proceeds from long-term debt financing and revenues and
expenditures related to authorized construction and other capital asset acquisitions.

Additionally, the District reports the following fund type(s):
Governmental Funds:

The special revenue funds account for resources restricted or committed to specific purposes by the
District or a grantor in a special revenue fund. The District’s National School Breakfast and Lunch
Program, Campus Activity Funds and all federal, state and locally funded grants are examples of
special revenue funds. These grants are awarded to the District for accomplishing specific educational
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HURST-EULESS-BEDFORD INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED AUGUST 31, 2022

D. ASSETS, LIABILITIES, AND NET POSITION/FUND BALANCE - continued

Deferred charges on debt refundings reported in the government-wide statement of net
position. A deferred charge on refunding results from the difference in the carrying value of
refunded debt and its reacquisition price. This amount is deferred and amortized over the
shorter of the life of the refunded or refunding debt.

Deferred outflows/inflows from pension and OPEB activities are amortized over the
weighted average remaining service life of all participants in the respective qualified pension
plan and OPEB plan, except for projected and actual earnings differences on investments,
which are amortized on a closed basis over a 5-year period.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element
represents an acquisition of net assets that applies to a future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time. The District items that qualify
for reporting in this category are:

Property taxes are recognized in the period the amount becomes available. This item,
unavailable revenue, is reported only in the District’s fund balance sheet. These amounts are
deferred and recognized as an inflow of resources in the period that the amounts become
available.

Deferred gain on refunding is amortized over the shorter of the life of the refunded or
refunding debt.

District contributions to the pension and OPEB plans after the measurement date are
recognized in the subsequent year.

Deferred inflows from leases are adjusted over the life of the lease by the current portion
of the principal received.

8. Pensions

The fiduciary net position of the Teacher Retirement System of Texas (TRS) has been
determined using the flow of economic resources measurement focus and full accrual basis of
accounting. This includes for purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to pensions, pension expense,
and information about assets, liabilities and additions to/deductions from TRS fiduciary net
position. Benefit payments (including refunds of employee contributions) are recognized
when due and payable in accordance with the benefit terms. Investments are reported at fair
value.
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HURST-EULESS-BEDFORD INDEPENDENT SCHOOL DISTRICT
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E. ASSETS, LIABILITIES, AND NET POSITION/FUND BALANCE - continued

9.

10.

Other Post-Employment Benefits

The fiduciary net position of the Teacher Retirement System of Texas (TRS) TRS-Care Plan
has been determined using the flow of economic resources measurement focus and full
accrual basis of accounting. This includes for purposes of measuring the Net OPEB Liability,
deferred outflows of resources and deferred inflows of resources related to other post-
employment benefits, OPEB expense, and information about assets, liabilities and additions
to/deductions from TRS-Care’s fiduciary net position. Benefit payments are recognized
when due and payable in accordance with the benefit terms. There are no investments as this
is a pay-as you-go plan and all cash is held in a cash account.

Fund Balances
In the fund financial statements, governmental fund balances are classified as follows:

Non-spendable — Includes fund balance amounts that cannot be spent because they are not in
spendable form or they are legally or contractually required to be maintained intact.
Examples of non-spendable fund balances are inventories and prepaid items.

Restricted — Includes fund balance amounts constrained to being used for a specific purpose
through constitutional provisions or enabling legislation or by external parties such as
grantors or contributors by federal or state laws or regulations. Examples of restricted fund
balances include, but are not limited to, child nutrition funds or grant funds.

Committed — Includes fund balance amounts that are constrained to a specific purpose by the
Board of Trustees. Formal action by the Board shall be required to commit funds to this
category. Formal action has historically been accomplished by resolution. Such action shall
occur prior to the end of the fiscal year; however, the amount subject to the constraint may be
determined in the subsequent period. Such constraints shall only be amended or removed by
Board action. Examples of committed fund balances include, but are not limited to, potential
litigation, claims, and judgments or non-bond funded capital projects.

Assigned — Includes fund balance amounts that are constrained by the government’s intent to
be used for a specific purpose. The Superintendent or designee is authorized to assign funds

to this category. Examples of assigned fund balance include, but are not limited to, insurance
deductibles, contingencies, and projects not yet completed at fiscal year-end.

Unassigned — Includes all amounts not included in other spendable classifications. It is the
residual classification for the general fund. The general fund is the only fund that reports a
positive unassigned fund balance amount. In other governmental funds, it is not appropriate
to report a positive unassigned fund balance amount. However, in governmental funds other
than the general fund, if expenditures incurred for specific purposes exceed the amounts that
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14. Leases
Lessee

The District is a lessee for noncancelable leases of equipment (copiers). The District
recognizes a lease liability, reported with long-term debt, and a right-to-use lease asset,
reported with other capital assets, in the government-wide financial statements. The District
recognizes lease liabilities with an initial, individual value of $5,000 or more.

At the commencement of a lease, the District measures the lease liability at the present value
of payments expected to be made during the lease term. Subsequently, the lease liability is
reduced by the principal portion of lease payments. The lease asset is initially measured at the
initial amount of the lease liability, adjusted for lease payments made at or before the lease
commencement date, plus certain initial direct costs. Subsequently, the lease asset is
amortized on a straight-line basis over the shorter of the lease term or its useful life.

Key estimates and judgements related to leases include how the District determines (1) the
discount rate it uses to discount the expected lease payments to present value, (2) lease term,
and (3) lease payments.

e The District uses its estimated incremental borrowing rate as the discount rate for
leases.

e The lease term includes the noncancelable period of the lease.

e Lease payments included in the measurement of the liability are composed of fixed
payments, purchase option price that the District is reasonably certain to exercise,
lease incentives receivable from the lessor, and any other payments that are
reasonably certain of being required based on an assessment of all relevant factors.

The District monitors changes in circumstances that would require a remeasurement of its
leases and will remeasure the lease asset and liability if certain changes occur that are
expected to significantly affect the amount of the lease liability. As of August 31, 2022, the
schedule of lease payments is as follows:
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Principal and Interest Expected to Maturity
Governmental Activities - Lessee

Year Ended
August 31 Principal Interest Total
2023 $ 412,905 $ 31,351 $ 444,256
2024 402,201 10,254 412,455
Total Expected $ 815,106 $ 41605 $ 856,711

Lessor

The District is a lessor for noncancelable leases of property and equipment. The District
recognizes a lease receivable and a deferred inflow of resources in the government-wide and
governmental fund financial statements.

At the commencement of a lease, the District initially measures the lease receivable at the
present value of payments expected to be received during the lease term. Subsequently, the
lease receivable is reduced by the principal portion of lease payments. The deferred inflow of
resources is initially measured at the initial amount of the lease receivable, adjusted for lease
payments received at or before the lease commencement date. Subsequently, the deferred
inflow of resources is recognized as revenue over the life of the lease term. The District has
$1,576,978 remaining in lease receivables and $1,545,379 remaining in deferred inflows as of
August 31, 2022. The District recorded lease revenue including interest of $27,984 in the
fiscal year.

Key estimates and judgements related to leases include how the District determines (1) the
discount rate it uses to discount the expected lease receipts to present value, (2) lease term,
and (3) lease receipts.

e The District uses its estimated incremental borrowing rate as the discount rate for
leases.

e The lease term includes the noncancelable period of the lease.

e Lease payments included in the measurement of the lease receivable are composed of
fixed payments from the lessee, residual value guarantee payments from the lessee
that are fixed in substance, and any lease incentives that are payable to the lessee.

The District monitors changes in circumstances that would require a remeasurement of its

leases and will remeasure the lease receivable and deferred inflow of resources if certain
changes occur that are expected to significantly affect the amount of the lease receivable. As
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Postponement of the Effective Dates of Certain Authoritative Guidance (GASB 95), extended
the effective date of GASB 87 to reporting periods beginning after June 15, 2021, with earlier
application encouraged. GASB 87 was implemented in the District’s 2021-22 financial
statements, resulting in recognition of $1,207,914 of lease assets and lease payables. The
District also recognized $1,576,978 of lease receivables and deferred inflows as of September
1, 2021 in the general fund and governmental activities.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

F. BUDGETARY INFORMATION

The Board of Trustees adopts an appropriated budget for the general fund, debt service fund, the National
School Breakfast and Lunch Program special revenue fund, and the Pre-K Core Knowledge special
revenue fund on a basis consistent with GAAP. Budgetary information for the general fund appears in the
required supplementary information subsection where the District compares the final amended budget to
actual revenues and expenditures. Per regulatory requirements, the debt service fund and the National
School Breakfast and Lunch Program special revenue fund are required to be reported with the original
budget, final amended budget and actual revenues and expenditures. These schedules are included in the
combining and individual fund financial statements and schedules subsection. All other governmental
funds adopt project-length budgets. All annual appropriations lapse at fiscal year-end.

The appropriated budget is prepared by fund, function and department. The District’s campus and
department heads may make transfers of appropriation within their campus or department budget.
Transfers of appropriations between functions require approval of the Board of Trustees. The level of
budgetary control at which expenditures may not legally exceed appropriations is the function level. The
Board approved several supplementary budget appropriations.
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DETAILED NOTES ON ALL FUNDS

G. DEPOSITS AND INVESTMENTS

Cash Deposits: The District’s funds are required to be deposited and invested under the terms of a
depository contract, pursuant to the Texas School Depository Act. The depository bank pledges securities
which comply with state law and these securities are held for safekeeping and trust with the District’s and
the depository banks’ agent bank. The pledged securities are in compliance with the Texas Government
Code, Chapter 2257 “Collateral for Public Funds”, and are sufficient to meet the terms agreed to in the
current depository contract as approved by TEA.

Investments: The District’s investment policy is in accordance with the Public Funds Investment Act, the
Public Funds Collateral Act, and federal and state laws. The District further limits its investments to
obligations of or guaranteed by governmental entities as permitted by Government Code 2256.009,
certificates of deposit, no-load money market mutual funds, repurchase agreements, banker’s acceptances,
commercial paper, guaranteed investment contracts, securities lending programs or investment pools.

For fiscal year 2022, the district invested in certificates of deposit, Texas CLASS, Local Government
Investment Cooperative (LOGIC) Investment Pool, the Texas Local Government Investment Pool
(TexPool), Texas Association of School Boards Lone Star Investment Pool (Lone Star), and Texas Range.

Texas CLASS is organized under the Ninth Amended and Restated Trust Agreement in accordance with
all the requirements contained in section 2256.016 of the Act. Texas CLASS is administered by Public
Trust Advisors, LLC and all funds are held by the custodial agent, UMB Bank, N.A. Texas CLASS may
invest in obligations of the U.S. or its agencies and instrumentalities; repurchase agreements; SEC-
registered money market funds rated in the highest rating category by at least one Nationally Recognized
Statistical Rating Organization (NRSRO); and commercial paper rated A-1, P-1 or equivalent by two
nationally recognized rating agencies.

LOGIC is duly chartered by the State of Texas Interlocal Cooperation Act, is administered by Hilltop
Securities, Inc. and J.P. Morgan Investment Management, Inc. (JPMIM), and managed by JPMIM, who
provides custody, fund accounting and investment management. Transfer agency services are provided by
DST Asset Manager Solutions, Inc. LOGIC may invest in obligations of the U.S. or its agencies and
instrumentalities; repurchase agreements; SEC-registered money market funds rated in the highest rating
category by at least one Nationally Recognized Statistical Rating Organization (NRSRO); and
commercial paper rated A-1, P-1 or equivalent by two nationally recognized rating agencies.

TexPool is duly chartered and overseen by the State Comptroller’s Office, administered and managed by
Federated Investment Counseling. State Street Bank serves as the custodial bank. The portfolio consists
of U.S. Government securities; collateralized repurchase and reverse repurchase agreements; no-load
money market mutual funds regulated by the Securities and Exchange Commission (SEC) and rated
AAAm by Standard and Poor’s; and securities lending programs.

Lone Star is duly chartered by the State of Texas Interlocal Cooperation Act, is administered by First
Public, LLC, and managed by American Beacon Advisors and Mellon. State Street Bank is the custodial
bank. Lone Star Corporate Overnight Plus Fund may invest in obligations of the U.S. or its agencies and
instrumentalities; other obligations insured by the U.S.; fully collateralized repurchase agreements having

49






HURST-EULESS-BEDFORD INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED AUGUST 31, 2022

G. DEPOSITS AND INVESTMENTS - continued

Fair Value Measurements

Quoted Prices in Weighted
Active Markets  Significant Other Significant Percent of Average
Investments for Identical Observable Unobservable Total Maturity

August 31, 2022 Assets (Level 1) Inputs (Level 2) Inputs (Level 3) Investments (Days)

Investments by Fair Value Level:

US Treasury Obligations 22,337,536 22,337,536 - 739
US Agency Obligations 56,741,439 56,741,439 - - 52% 619
Municipal bonds 5,147,042 5,147,042 - 0% 241
Commercial paper 26,997,470 - 26,997,470 - 0% 180
Total $ 111,223,487 $ 84,226,017 $ 26,997,470 $ - 100%

Investment Pools are measured at amortized cost and are not subject to level reporting.

U.S. Agency Securities classified in Level 1 of the fair value hierarchy are valued using the market
approach because the investments are restricted by Policy and state law to active secondary market. The
market approach uses prices and other relevant information generated by market transactions involving
identical or comparable assets, liabilities, or a group of assets and liabilities. The exit or fair market prices
used for these fair market valuations of the portfolio are all Level 1 and represent unadjusted quoted
prices in active markets for identical assets and liabilities that have been accessed at the measurement
date.

The Texas CLASS, LOGIC, Lone Star, and Texas Range investment pools are external investment pools
measured at fair value. Their strategy is to seek preservation of principal, liquidity and current income
through investment in a diversified portfolio of short-term marketable securities. The District has no
unfunded commitments related to the investment pools. Texas CLASS, LOGIC, Lone Star, and Texas
Range have a redemption notice period of one day and may redeem daily. The investment pools’
authorities may only impose restrictions on redemptions in the event of a general suspension of trading on
major securities markets, general banking moratorium or national or state emergency that affects the
pools’ liquidity.

The TexPool investment pool is an external investment pool measured at amortized cost. In order to meet
the criteria to be recorded at amortized cost, the investment pool must transact at a stable net asset value
per share and maintain certain maturity, quality, liquidity and diversification requirements within the
investment pool. The investment pool transacts at a net asset value of $1.00 per share, has weighted
average maturities of 60 days or less and weighted average lives of 120 days or less, investments held are
highly rated by nationally recognized statistical rating organizations, have no more than 5% of portfolio
with one issuer (excluding U.S. government securities), and can meet reasonably foreseeable
redemptions. TexPool has a redemption notice period of one day and may redeem daily. The investment
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pool’s authority may only impose restrictions on redemptions in the event of a general suspension of
trading on major securities markets, general banking moratorium or national state of emergency that
affects the pool’s liquidity.

Commercial paper classified in Level 2 is valued using either a bid evaluation or a matrix pricing
technique. Bid evaluations may include market quotations, yields, maturities, call features and ratings.
Matrix pricing is used to value securities based on the securities relationship to benchmark quoted prices.

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates may adversely affect the value
of the investments. The District monitors interest rate risk utilizing weighted average maturity analysis.
In accordance with its investment policy, the District reduces its exposure to declines in fair values by
limiting the weighted average maturity of its investment portfolio as a whole, diversification, and by
holding securities to maturity. In addition, the District does not directly invest in an individual security
maturing more than three years from the date of purchase. As of August 31, 2022, the weighted average
maturity of the total portfolio was 223 days.

As of August 31, 2022, the District’s investments as presented by investment maturity periods are as
follows:

Investment Maturities (in Years)

Carrying Value  Fair Value Less than 1 1-2 More than 2

Wells Fargo public funds account $ 29,631,772 $ 29,631,772 $ 29,631,772 $ - $ -
Certificates of deposit 26,542,720 26,542,720 26,542,720 -
Government investment pools

Texas CLASS 33,363,558 33,363,558 33,363,558

LOGIC 2,617,354 2,617,354 2,617,354

Texpool 35,887,204 35,887,204 35,887,204

Lone Star 26,514,685 26,514,685 26,514,685

Texas TERM Daily 6,236,137 6,236,137 6,236,137 - -
US Treasury Obligations 22,729,879 22,337,536 - 14,615,040 7,722,496
US Agency securities 60,000,000 56,741,439 - 47,380,777 9,360,662
Municipal bonds 5,250,000 5,147,043 3,211,203 1,935,840 -
Commercial paper 27,156,280 26,997,470 26,997,470 - -
Total investments 275,929,589 $ 272,016,918 $ 191,002,103 $ 63,931,657 $ 17,083,158
Less Private Purpose Trust Fund cash (1,003,364)
Less Custodial Fund cash (577,079)
Demand deposits and petty cash 30,651,333

Total cash and investments - primary government $ 305,000,479

Custodial Credit Risk: The District’s agent holds securities in the District’s name; therefore, the District is
not exposed to custodial credit risk. Custodial credit risk for investments is the risk that, in the event of
the failure of the counterparty (e.g. broker/dealer) to a transaction, a government will not be able to
recover the value of its investments or collateral securities that are in the possession of another party. The
District’s policy requires that the investments of the District shall be secured through third-party custodial
and safekeeping procedures as designated by the district.
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I. PROPERTY TAXES

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for all real
and business personal property located in the District in conformity with Subtitle E, Texas Property Tax
Code. The assessed value of the roll upon which the levy for the 2022 fiscal year was based, was
$17,205,287,717. The tax rates assessed for the year ended August 31, 2022 to finance general fund
operations and the payment of principal and interest on general obligation long-term debt were $0.9252
and $0.2356 per $100 valuation, respectively, for a total of $1.1608 per $100 valuation.

Taxes are due on receipt of the tax bill and are delinquent if not paid before February 1 of the year
following the year in which imposed. On January 31 of each year, a tax lien attaches to property to secure
the payment of all taxes, penalties, and interest ultimately imposed. Property tax revenues are considered
available when they become due or past due and receivable within the current period.

J. DELINQUENT TAXES RECEIVABLE

Delinquent taxes are prorated between maintenance and debt service based on rates adopted for the year
of the levy. Allowances for uncollectible tax receivables within the general and debt service funds are
based on historical experience in collecting property taxes. Uncollectible personal property taxes are
periodically reviewed and written off, but the District is prohibited from writing off real property taxes
without specific statutory authority from the Texas Legislature.

K. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund balances at August 31, 2022 consisted of the following individual fund balances:

Interfund Interfund
Receivables Payables
Governmental Funds:

General Fund $ 2,952,056 $ -
Debt Service - -
Capital Projects - 4,200
Nonmajor 586,011 3,533,867
Total - All Funds $ 3,638,067 $ 3,538,067

Interfund balances consist of short-term lending/borrowing arrangements that result primarily from
payroll, warehouse ordering and other regularly occurring charges that are paid by the general fund and
then charged back to the appropriate other fund. Additionally, some lending/borrowing may occur
between two or more nonmajor governmental funds. Interfund balances between governmental funds and
proprietary funds are eliminated in the statement of net position and reported as internal balances.
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K. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS -- continued

The interfund balance between Nonmajor funds occurs when expenditures take place before
reimbursements are received from the grants. The transfer back occurs when funds are received from the
granting agency. All interfund balances are expected to be repaid within the next fiscal year.

Interfund transfers are defined as “flows of assets without equivalent flow of assets in return and without
a requirement for repayment.” At August 31, 2022, the composition of interfund transfers is as follows:

Transfers From Transfers To Amount Purpose

General fund Capital projects funds $ 12,443,414 Transfer of funds from general fund to capital
projects fund for authorized construction

General fund Nonmajor funds 178,800 Transfer of funds from general fund to campus
technology fund

General fund Internal service funds 129,920 Transfer of funds from general fund to print shop
for deficit operations prior to closing

Nonmajor funds Nonmajor funds 52,098 Transfer from child nutrition fund to fund deficit in
summer feeding program.

Enterprise fund General fund 500,000 Transfer of funds related to extended day program
from enterprise fund to general fund

Internal service funds  General fund 400,000 Transfer portion of workers' compensation fund to
general fund

_$ 13704232
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Long term liabilities activity for the year ended August 31, 2022 was as follows:

Beginning Due Within One
Balance Additions Reductions Ending Balance Year
Governmental Activities
Bonds payable
General obligation bonds $ 343,375,000 $ - $ (21,410,000) $ 321,965,000 $ 22,220,000
Premium on GO bonds 43,292,474 - (3,637,976) $ 39,654,498 3,637,976
Total Bonds payable 386,667,474 - (25,047,976) 361,619,498 25,857,976
Other liabilities
Workers compensation 671,562 359,780 (302,524) $ 728,818 414,359
Compensated absences 988,975 905,683 (701,452) $ 1,193,206 930,701
Leases Payable 1,207,914 (392,808) $ 815,106 412,905
Net Pension Liability 59,525,150 (332,550) (31,023,947) $ 28,168,653 -
Net OPEB Liability 62,758,197 5,805,870 (6,978,648) $ 61,585,419
Total governmental activities
long-term liabilities $ 511,819,272 $ 6,738,783 $ (64,447,355) $ 454,110,700 $ 27,615,941

Internal Service Funds predominantly serve the governmental funds. Accordingly, the workers’
compensation claims reported in the internal service funds are included as part of the above totals for
governmental activities.

General Obligation Bonds

The District issues general obligation bonds to provide funds for the construction and equipment of
school facilities and to refund general obligation bonds.

General obligation bonds are direct obligations and pledge the full faith and credit of the District. These
are issued as 10 to 30 year current interest bonds with fixed or adjustable rates. Certain outstanding bonds
may be redeemed at their par value prior to their normal maturity dates in accordance with the terms of
the related bond indenture.

In accordance with the provisions of Section 148 of the Internal Revenue Code of 1986, as amended,
bonds must satisfy certain arbitrage rebate requirements. Rebatable arbitrage is the excess of the amount
earned on investments purchased with bond proceeds over the amount that such investments would have
earned had such investments been invested at a rate equal to the yield on the bond issue. Rebatable
arbitrage must be paid to the U.S. Treasury at the end of each five-year anniversary of the bond issue and
upon final redemption of all outstanding bonds of the issue. As of August 31, 2022, the District has no
rebatable arbitrage liability.
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Current requirements for principal and interest expenditures are accounted for in the Debt Service Fund.
As of August 31, 2022, the District does not have any defeased bonds outstanding.

A summary of general long-term debt for the year ended August 31, 2022 is as follows:

Payable
Amounts
Interest Rate  Final Maturity Amounts Interest Outstanding Outstanding
Description Payable Date Original Issue  Current Year 9/1/2021 8/31/2022

Refunding 2015A 3.50% 8/15/2024 $ 7,800,000 $ 143,150 $ 4,090,000 $ 2,775,000
Refunding 2015B 2.8% to 3.0% 8/15/2024 30,467,681 392,064 13,880,000 9,375,000
Refunding 2017A 5.00% 8/15/2028 87,575,000 3,943,850 80,755,000 74,540,000
Refunding 2017B 2.0% to 5.0% 8/15/2036 74,875,000 3,062,600 69,010,000 65,700,000
School Building Series 2018  4.0% to 5.0% 8/15/2043 76,500,000 3,320,700 72,245,000 70,305,000
School Building Series 2019  4.0% to 5.0% 8/15/2044 101,460,000 4,318,050 98,420,000 94,685,000
Refunding 2021 2.0% to 5.0% 8/15/2028 5,485,000 194,150 4,975,000 4,585,000
$384,162,681 $ 15,374,564 $343,375,000 $321,965,000

Debt service requirements are as follows:

Governmental Activities

Year Ended

August, 31 Principal Interest Total
2023 $ 22,220,000 $ 14,561,628 $ 36,781,628
2024 23,110,000 13,675,763 36,785,763
2025 24,175,000 12,636,350 36,811,350
2026 24,975,000 11,454,600 36,429,600
2027 26,190,000 10,233,450 36,423,450

2028-2032 72,955,000 35,849,000 108,804,000

2033-2037 62,770,000 21,329,600 84,099,600

2038-2042 48,400,000 10,202,550 58,602,550

2043-2044 17,170,000 984,900 18,154,900
Total 321,965,000 $ 130,927,841 $ 452,892,841
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P. DEFINED BENEFIT PENSION PLAN - continued

increased by such action. Actuarial implications of the funding provided in the manner are determined by
the System’s actuary.

Contributions. Contribution requirements are established or amended pursuant to Article 16, section 67
of the Texas Constitution which requires the Texas legislature to establish a member contribution rate of
not less than 6% of the member’s annual compensation and a state contribution rate of not less than 6%

and not more than 10% of the aggregate annual compensation paid to members of the system during the
fiscal year.

Employee contribution rates are set in state statute, Texas Government Code 825.402. The TRS Pension
Reform Bill (Senate Bill 12) of the 86" Texas Legislature amended Texas Government Code 825.402 for
member contributions and increased employee and employer contribution rates for fiscal years 2020
through 2025.

Contribution Rates and Contribution Amounts

Member State District
Year Rate Amount Rate Amount Amount
2022 8.0% $ 11,557,358 7.75% $ 9,439,547 $ 4,779,150
2021 77% $ 11,795,821 7.5% $ 8,908,144 $ 4,714,118
2020 77% $ 11,621,130 75% $ 8,448,762 $ 4,658,669

Contributors to the plan include members, employers and the State of Texas as the only non-employer
contributing entity (NECE). The State is the employer for senior colleges, medical schools and state
agencies including TRS. In each respective role, the State contributes to the plan in accordance with state
statutes and the General Appropriations Act (GAA).

As the non-employer contributing entity for public education and junior colleges, the State of Texas
contributes to the retirement system an amount equal to the current employer contribution rate times the
aggregate annual compensation of all participating members of the pension trust fund during that fiscal
year reduced by the amounts described below which are paid by the employers. Employers (public
school, junior college, other entities or the State of Texas as the employer for senior universities and
medical schools) are required to pay the employer contribution rate in the following instances:

e On the portion of the member's salary that exceeds the statutory minimum for members
entitled to the statutory minimum under Section 21.402 of the Texas Education Code.

e During a new member’s first 90 days of employment.

o When any or all of an employee’s salary is paid by federal funding sources, a privately
sponsored source, from non-educational and general, or local funds.
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o When the employing district is a public junior college or junior college district, the employer
shall contribute to the retirement system an amount equal to 50% of the state contribution rate
for certain instructional or administrative employees; and 100% of the state contribution rate
for all other employees.

In addition to the employer contributions listed above, there is an additional surcharge an employer is
subject to.

e All public schools, charter schools, and regional educational service centers must contribute
1.6 percent of the member’s salary beginning in fiscal year 2021, gradually increasing to 2
percent in fiscal year 2025.

e When employing a retiree of the Teacher Retirement System, the employer shall pay both the
member contribution and the state contribution as an employment after retirement surcharge.

Actuarial Assumptions. The total pension liability in the August 31, 2020 valuation was determined
using the following actuarial assumptions:

Valuation Date August 31, 2020 rolled forward
to August 2021
Actuarial Cost Method Individual Entry Age Normal
Asset Valuation Method Market Value
Single Discount Rate 7.25%
Long-term Expected Rate 7.25%
Inflation 2.3%
Municipal Bond Rate as of August 2020 * 1.95%
Salary Increases 3.05% to 9.05% including inflation
Ad hoc post-employment benefit changes None

* The source for the rate is the Fixed Income Market Data/Yield Curve/Data Municipal bonds with 20 years to
maturity that include only federally tax-exempt municipal bonds as reported in Fidelity Index’s “20-Year
Municipal GO AA Index.”
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P. DEFINED BENEFIT PENSION PLAN - continued

Long-Term Expected
Expected Contribution to Long-
Target Allocation®  Geometric Real Term Portfolio
Asset Class* %* Rate of Return® Returns
Global Equity
USA 18.0% 3.6% 0.94%
Non-U.S. Developed 13.0 4.4 0.83%
Emerging Markets 9.0 4.6 0.74%
Private Equity 14.0 6.3 1.36%
Stable Value
Government Bonds 16.0% -0.2% 0.01%
Absolute Return (including Credit Sensitive
Investments) 0.0 1.1 0.00
Stable Value Hedge Funds 5.0 2.2 0.12
Real Return
Real Estate 15.0% 4.5% 1.00%
Energy, Natural Resources and Infrastructure 6.0 4.7 0.35
Commodities 0.0 1.7 0.00
Risk Parity 8.0% 2.8% 0.28%
Asset Allocation Leverage
Cash 2.0% -0.7% -0.01%
Asset Allocation Leverage -6.0 -0.5 0.03
Inflation Expectation 2.20%
Volatility Drag® -0.95%
Expected Return 100.0% 6.90%

" Absolute Return includes Credit Sensitive Investments.

Y Target allocations are based on the FY2021 policy model.

? Capital Market Assumptions come from Aon Hewitt (as of 8/31/2021).

3 The volatility drag results from the conversion between arithmetic and geometric mean returns.
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P. DEFINED BENEFIT PENSION PLAN - continued

Discount Rate Sensitivity Analysis. The following schedule presents the Net Pension Liability of the
plan using the discount rate of 7.25 percent, and what the net pension liability would be if it were
calculated using a discount rate that is one percentage point lower (6.25 percent) or one percentage point
higher (8.25 percent) than the current rate.

1% Decrease in 1% Increase in Discount
Discount Rate (6.25%) Discount Rate (7.25%) Rate (8.25%)
District's proportionate
share of the net pension
liability: $ 61,552,977 $ 28,168,653 $ 1,083,832

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions. At August 31, 2022, the District reported a liability of $28,168,653 for
its proportionate share of the TRS net pension liability. This liability reflects a reduction for State
pension support provided to the District. The amount recognized by the District as its proportionate share
of the net pension liability, the related State support, and the total portion of the net pension liability that
was associated with the District were as follows:

District's proportionate share of the collective net pension liability $ 28,168,653
State's proportionate share that is associated with Hurst-Euless-Bedford ISD $ 52,390,666
Total $ 80,559,319

The net pension liability was measured as of August 31, 2020 and rolled forward to August 31, 2021 and
the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of that date. The District’s proportion of the net pension liability was based on the District’s
contributions to the pension plan relative to the contributions of all employers to the plan for the period
September 1, 2020 through August 31, 2021.

At August 31, 2021 the District’s proportion of the collective net pension liability was .1106107861%
which was a decrease of .0005307708% from its proportion measured as of August 31, 2020.

Changes since the Prior Actuarial Valuation.

There were no changes in assumptions since the prior measurement date.
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Q. DEFINED OTHER POST-EMPLOYMENT BENEFIT PLANS

Plan Description. The District participates in the Texas Public School Retired Employees Group
Insurance Program (TRS-Care). It is a multiple-employer, cost-sharing defined Other Post-Employment
Benefit (OPEB) plan with a special funding situation. The TRS-Care program was established in 1986 by
the Texas Legislature.

The TRS Board of Trustees administers the TRS-Care program and the related fund in accordance with
Texas Insurance Code Chapter 1575. The Board of Trustees is granted the authority to establish basic and
optional group insurance coverage for participants as well as to amend benefit terms as needed under
Chapter 1575.052. The Board may adopt rules, plans, procedures, and orders reasonably necessary to
administer the program, including minimum benefits and financing standards.

OPEB Plan Fiduciary Net Position. Detail information about the TRS-Care’s fiduciary net position is
available in the separately issued TRS Annual Comprehensive Financial Report that includes financial
statements and required supplementary information. That report may be obtained on the Internet at
http://www.trs.texas.gov/Pages/about_publications.aspx; by writing to TRS at 1000 Red River Street,
Austin, TX, 78701-2698; or by calling (512) 542-6592.

Benefits Provided. TRS-Care provides health insurance coverage to retirees from public and charter
schools, regional education service centers and other educational districts who are members of the TRS
pension plan. Optional dependent coverage is available for an additional fee.

Eligible non-Medicare retirees and their dependents may enroll in TRS-Care Standard, a high-deductible
health plan. Eligible Medicare retirees and their dependents may enroll in the TRS-Care Medicare
Advantage medical plan and the TRS-Care Medicare Rx prescription drug plan. To qualify for TRS-Care
coverage, a retiree must have at least 10 years of service credit in the TRS pension system. There are no
automatic post-employment benefit changes; including automatic COLAs.

The premium rates for retirees are reflected in the following table.

TRS-Care Monthly Premium Rates
Non--
Medicare Medicare
Retiree or Surviving Spouse $ 135 $ 200
Retiree and Spouse 529 689
Retiree or Surviving Spouse and Children 468 408
Retiree and Family 1,020 999
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Q. DEFINED OTHER POST-EMPLOYMENT BENEFIT PLANS - continued

Contributions. Contribution rates for the TRS-Care plan are established in state statute by the Texas
Legislature, and there is no continuing obligation to provide benefits beyond each fiscal year. The TRS-
Care plan is currently funded on a pay-as-you-go basis and is subject to change based on available
funding. Funding for TRS-Care is provided by retiree premium contributions and contributions from the
state, active employees, and school districts based upon public school district payroll. The TRS Board of
trustees does not have the authority to set or amend contribution rates.

Texas Insurance Code, section 1575.202 establishes the state’s contribution rate which is 1.25 percent of
the employee’s salary. Section 1575.203 establishes the active employee’s rate which is .65 percent of
pay. Section 1575.204 establishes an employer contribution rate of not less than 0.25 percent or not more
than 0.75 percent of the salary of each active employee of the public or charter school. The actual
employer contribution rate is prescribed by the Legislature in the General Appropriations Act. The
following table shows contributions to the TRS-Care plan by type of contributor.

Contribution Rates and Contribution Amounts

Active Member State School District
Year Rate Amount Rate Amount Rate Amount
2022 0.65% $ 939,036 1.25% $ 1,961,332 0.75% $ 1,083,424
2021 0.65% $ 995,721 1.25% $ 1,934,378 0.75% $ 1,142,210
2020 0.65% $ 981,005 1.25% $ 1,867,032 0.75% $ 1,131,871

For the current fiscal year and each of the past two years, the District’s actual contributions were equal to
100 percent of the required contributions. The General Fund, Special Revenue Funds, and Proprietary
Funds normally are used to liquidate OPEB liabilities.

In addition to the employer contributions listed above, there is an additional surcharge all TRS employers
are subject to (regardless of whether or not they participate in the TRS Care OPEB program). \When
hiring a TRS retiree, employers are required to pay to TRS Care a monthly surcharge of $535 per retiree.

TRS-Care received supplemental appropriations from the State of Texas as the Non-Employer
Contributing Entity in the amount of $5,520,343 in fiscal year 2021 for consumer protection against
medical and health care billing by certain out-of-network providers.

Actuarial Assumptions. The actuarial valuation was performed as of August 31, 2020. Update

procedures were used to roll forward the Total OPEB Liability to August 31, 2021. The actuarial
valuation was determined using the following actuarial assumptions:
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Q. DEFINED OTHER POST-EMPLOYMENT BENEFIT PLANS - continued

The source of the municipal bond rate is the Fidelity “20-year Municipal GO AA Index” as of August 31,
2021 using the Fixed-Income Market Data/Yield Curve/Data municipal bonds with 20 years to maturity
that include only federally tax-exempt municipal bonds.

Discount Rate Sensitivity Analysis. The following schedule shows the impact of the Net OPEB Liability
if the discount rate used was 1 percentage point lower than and 1 percentage point higher than the
discount rate that was used (1.95%) in measuring the Net OPEB Liability.

1% Decrease in Current Single Discount 1% Increase in Discount

Discount Rate (0.95%) Rate (1.95%) Rate (2.95%)
District's proportionate
share of the Net OPEB
Liability: $ 74,286,206 $ 61,585,419 $ 51,589,486

OPERB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEBs. At August 31, 2022, the District reported a liability of $61,585,419 for its
proportionate share of the TRS’s Net OPEB Liability. This liability reflects a reduction for State OPEB
support provided to the District. The amount recognized by the District as its proportionate share of the
Net OPEB Liability, the related State support, and the total portion of the Net OPEB Liability that was
associated with the District were as follows:

District's proportionate share of the collective Net OPEB liability $ 61,585,419
State's proportionate share that is associated with Hurst-Euless-Bedford ISD 82,510,736
Total $ 144,096,155

The Net OPEB Liability was measured as of August 31, 2020 and rolled forward to August 31, 2021 and
the Total OPEB Liability used to calculate the Net OPEB Liability was determined by an actuarial
valuation as of that date. The District’s proportion of the Net OPEB Liability was based on the District’s
contributions to OPEB relative to the contributions of all employers to the plan for the period September
1, 2020 thru August 31, 2021.

At August 31, 2022, the District’s proportion of the collective Net OPEB Liability was 0.1596533169%,
compared to 0.1650900857% as of August 31, 2021.
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Q. DEFINED OTHER POST-EMPLOYMENT BENEFIT PLANS - continued

Healthcare Cost Trend Rates. The following schedule shows the impact of the net OPEB liability of a
healthcare cost trend rate that is 1% less than and 1% greater than the health trend rates assumed.

1% Decrease in Current Single 1% Increase in
Healthcare Trend Rate Healthcare Trend Rate Healthcare Trend Rate
District's proportionate
share of the Net OPEB
Liability: $ 49,882,148 $ 61,585,419 $ 77,288,300

Changes Since the Prior Actuarial Valuation — The following were changes to the actuarial assumptions
or other inputs that affected measurement of the Total OPEB liability (TOL) since the prior measurement
period:

e The discount rate changed from 2.33 percent as of August 31, 2020 to 1.95 percent as of August
31, 2021. This change increased the Total OPEB Liability.

Changes of Benefit Terms Since the Prior Measurement Date — There were no changes in benefit terms
since the prior measurement date.

The amount of OPEB expense recognized by the District in the reporting period was $4,947,167 and
revenue of $3,045,276 for support provided by the State.

At August 31, 2022, the District reported its proportionate share of the TRS’s deferred outflows of
resources and deferred inflows of resources related to other post-employment benefits from the following
sources:

Deferred
Outflows of  Deferred Inflows
Resources of Resources

Differences between expected and actual economic experience

Changes in actuarial assumptions

Difference between projected and actual investment earnings

Changes in proportion and difference between the employer's
contributions and the proportionate share of contributions

Contributions paid to TRS subsequent to the measurement date
Total
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$ 2,651,544 $ 29,811,651
6,821,308 13,024,176
66,862 -
4,082,591 4,642,754

1,223,619 -

$ 14,845924 $ 47,478,581
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T. DUE TO OTHER GOVERNMENTS

The District participates in a variety of federal and state programs from which it receives grants to
partially or fully finance certain activities. In addition, the District received entitlements from the state
through the School Foundation and Per Capita programs. Amounts due to federal, state and local
governments as of August 31, 2022 are summarized below and are reported on the combined financial
statements as Due to other governments.

General Fund
State Funding $ 10,828,533

U. COMMITTED AND ASSIGNED FUND BALANCE
General Fund

The non-spendable fund balances were inventories of $529,493 and prepaid items of $627,592. The
committed fund balance of $111,467,239 is separated as follows:

Facilities maintenance, renovation, and repair $ 35,000,000
Land acquisition and modification 6,000,000
Campus and department carryover 4,000,000
Capital asset acquisition and maintenance 10,000,000
Contingency reserve 56,467,239
Total $ 111,467,239

The unassigned fund balance was $49,034,640.

Other Major Funds

The debt service fund had a restricted fund balance of $16,264,867 to be used for debt service payments.
The capital projects fund had a restricted fund balance of $24,480,338 and a committed fund balance of
$58,739,220 to be used for authorized construction and other capital asset acquisitions.

Nonmajor Funds

Special revenue funds had a restricted fund balance of $8,368,141 for child nutrition and other grant
obligations. Special revenue funds also had a committed fund balance of $4,386,314 primarily for
campus activities and other local programs, and non-spendable fund balance of $38,837 for inventory and
$1,195 for prepaid items.
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V. LITIGATION

There are claims and pending actions incident to normal operations of the District. In the opinion of the
District administration, the District’s potential liability in these matters will not have a material impact on
the financial statements.

W. COMMITMENTS AND CONTINGENCIES

Federal Programs — The District participates in numerous state and federal grant programs, which are
governed by various rules and regulations of the grantor agencies. Costs charged to the respective grant
programs are subject to audit and adjustment by the grantor agencies; therefore, to the extent that the
District has not complied with the rules and regulations governing the grants, refunds of any money
received may be required and the collectability of any related receivable at August 31, 2022 may be
impaired. In the opinion of the District administration, there are no significant contingent liabilities
relating to compliance with the rules and regulations governing the respective grants; therefore, no
provision has been recorded in the accompanying combined financial statements for such contingencies.

Construction Contracts — The funds in the capital project fund will be used for future school
construction and renovation. At August 31, 2022 there were various construction contracts for
renovations and new construction with unaccrued commitments totaling $4,163,738.
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