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INDEPENDENT AUDITOR’S REPORT



McCALL GIBSON SWEDLUND BARFOOT PLLC
Certified Public Accountants

13100 Wortham Center Drive
Suite 235 P.O Box 29584

Houston, Texas 77065-5610 Austin, TX 78755
(713) 462-0341 (512) 610-2209

Fax (713) 462-2708 E-Mail: ingsb@nisisbpIlc.com
zvzvw.n~sbvIlc.conz

Board of Directors
Northtown Municipal Utility District
Travis County, Texas

Independent Auditor’s Report

We have audited the accompanying financial statements of the governmental activities and each major
fund of Northtown Municipal Utility District (the “District”), as of and for the year ended September 30,
2020, 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.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 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.
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Board of Directors
Northtown Municipal Utility District

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the District as of
September 30, 2020, 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 and the Budgetary Comparison Schedule — General Fund 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 Texas Supplementary Information required by the
Texas Commission on Environmental Quality as published in the Water District Financial Management
Guide and the Other Supplementary Information are presented for purposes of additional analysis and are
not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. The Texas Supplementary Information and the Other
Supplementary Information have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion or provide any assurance on them.

4J~J4~4at ~LLC

McCall Gibson Swedlund Barfoot PLLC
Certified Public Accountants
Houston, Texas

January 26, 2021

3



MANAGEMENT’S DISCUSSION
AND ANALYSIS



NORTHTOWN MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2020

In accordance with Governmental Accounting Standards Board Statement No. 34 (“GASB 34”),
the management of Northtown Municipal Utility District (the “District”) offers the following
discussion and analysis to provide an overview of the District’s financial activities for the year
ended September 30, 2020. Since this information is designed to focus on current year’s
activities, resulting changes, and currently known facts, it should be read in conjunction with the
District’s financial statements that follow.

FINANCIAL HIGHLIGHTS

• General Fund: At the end of the current fiscal year, the unassigned portion of the fund
balance for the General Fund was $11,113,321, and $15,350 was classified as
nonspendable and $3,017,051 was assigned to use for a budgeted General Fund deficit
during the year ending September 30, 2021. The total General Fund fund balance was
$14,145,722, representing an increase of $1,723,855 from the previous year. General
Fund revenues increased from $6,882,238 in the previous fiscal year to $7,180,409 in the
current fiscal year due to an increase in the property tax rate allocated to the General
Fund and increase in service fee revenues.

• Debt Service Fund: Fund balance restricted for debt service decreased from $788,784 in
the previous fiscal year to $669,957 in the current fiscal year. Debt Service Fund
revenues decreased from $2,168,811 in the previous fiscal year to $2,111,664 in the
current fiscal year due to an overall decrease in the debt service tax rate.

• Capital Projects Fund: Fund balance restricted for capital projects decreased from
$2,449 in the previous fiscal year to a deficit balance $121,414 in the current fiscal year.
$123,891 of the District’s Series 2020 bond proceeds (which closed subsequent to the end
of the fiscal year) will reimburse the Capital Projects Fund for capital expenditures
already funded during the current fiscal year.

• Governmental Activities: On a government-wide basis for governmental activities, the
District had revenues net of expenses of $2,513,012. Net position increased from
$26,124,349 to $28,637,361.

OVERVIEW OF THE DISTRICT

The District, a political subdivision of the State of Texas, was created, organized and established
on August 14, 1985, pursuant to the provisions of Chapter 54 of the Texas Water Code. The
District operates under an elected Board of Directors that is elected by District residents or
appointed by the Board. The District was created to provide water, wastewater and storm
drainage facilities to serve the acreage within its boundaries, all of which lie within Travis
County and within the extra-territorial jurisdiction of the City of Austin. The District receives
wholesale water and wastewater service from the City of Austin.
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2020

USING THIS ANNUAL REPORT

This annual report consists of five parts:

1. Management’s Discussion and Analysis (this section)
2. Basic Financial Statements
3. Required Supplementary Information
4. Texas Supplementary Information (required by the Texas Commission on

Environmental Quality (the TSI section))
5. Other Supplementary Information (the OSI section)

For purposes of GASB 34, the District is considered a special purpose government. This allows
the District to present the required fund and government-wide statements in a single schedule.
The requirement for fund financial statements that are prepared on the modified accrual basis of
accounting is met with the “Governmental Funds Total” column. An adjustment column
includes those entries needed to convert to the full accrual basis government-wide statements.
Government-wide statements are comprised of the Statement of Net Position and the Statement
of Activities.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Statement of Net Position and Governmental Funds Balance Sheet includes a column (titled
“Governmental Funds Total”) that represents a balance sheet prepared using the modified accrual
basis of accounting. This method measures cash and all other financial assets that can be readily
converted to cash. The adjustments column converts those balances to a balance sheet that more
closely reflects a private-sector business. Over time, increases or decreases in the District’s net
position will indicate financial health.

The Statement of Activities and Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balances includes a column (titled “Governmental Funds Total”) that derives
the change in fund balances resulting from current year revenues, expenditures, and other
financing sources or uses. These amounts are prepared using the modified accrual basis of
accounting. The adjustments column converts those activities to full accrual, a basis that more
closely represents the income statement of a private-sector business.

The Notes to the Financial Statements provide additional information that is essential to a full
understanding of the information presented in the Statement of Net Position and Governmental
Funds Balance Sheet and the Statement of Activities and Governmental Funds Statement of
Revenues, Expenditures, and Changes in Fund Balances.

The Required Supplementary Information presents a comparison statement between the District’s
adopted budget and its actual results.
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2020

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Statement of Net Position:

The following table reflects the condensed Statement of Net Position:

Summary Statement of Net Position

Restricted
Unrestricted
Total Net Position

Change
Increase

(Decrease)
1,149,995
(553,078)
596,917

The District’s combined net position increased by $2,513,012 to $28,637,361 from the previous
year amount of $26,124,349. Some of the District’s assets are accounted for by capital assets or
restricted for debt service. The District’s unrestricted net position, which can be used to finance
day-to-day operations, totaled $14,196,209.

Governmental
Activities

Current and other assets
Capital and non-current assets
Total Assets

Deferred Outflows of Resources
Total Assets and Deferred

Outflows of Resources

Current Liabilities
Long-term Liabilities
Total Liabilities

Net Investment in Capital Assets

$
2020 2019

$ 16,084,189 $ 14,934,194
30,552,642 31,105,720
46,636,831 46,039,914

357,055 282,648

46,993,886 46,322,562

2,846,168 3,332,866
15,510,357 16,865,347
18,356,525 20,198,213

13,782,926 12,905,470
658,226 767,789

14,196,209 12,451,090
$ 28,637,361 $ 26,124,349

74,407

671,324

(486,698)
(1,354,990)
(1,841,688)

877,456
(109,563)

1,745,119
$ 2,513,012
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2020

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (continued)

Revenues and Expenses:

Summary Statement of Activities

Change
Increase

_____________________________________ (Decrease)
$ 209,830

118,553

___________________________________ (84,384)
________________________________ 243,999

438,947
(473,405)

22,476

________________________________ 13,991
________________________________ 2,009

241,990

_____________________________ 2,271,022
______________________________ $__2,513,012

Revenues were $9,306,036 for the fiscal year ended September 30, 2020 while expenses were
$6,793,024. Net position increased $2,513,012.

Property tax revenue in the current fiscal year totaled $5,002,894. Property tax revenue is
derived from taxes being levied based upon the assessed value of real and personal property
within the District. Property taxes levied for the 2019 tax year (September 30, 2020 fiscal year)
were based upon a current adjusted assessed value of $800,759,510 and a tax rate of $0.625 per
$100 of assessed valuation. Property taxes levied for the 2018 tax year (September 30, 2019
fiscal year) were based upon an adjusted assessed value of $772,309,210 and a tax rate of $0.630
per $100 of assessed valuation. The District’s primary revenue sources are service account fees
and property taxes.

Governmental

Service accounts
Property taxes
Other
Total Revenues

Water/wastewater/garbage
Other
Debt Service
Depreciation
Total Expenses

Change in Net Position

Beginning Net Position
Ending Net Position

Activities
2020 2019

$ 3,937,324 $ 3,727,494
5,002,894 4,884,341

365,818 450,202
9,306,036 9,062,037

2,784,536 2,345,589
2,250,348 2,723,753

645,491 623,015
1,112,649 1,098,658
6,793,024 6,791,015

2,513,012 2,271,022

26,124,349 23,853,327
$ 28,637,361 $ 26,124,349
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2020

ANALYSIS OF GOVERNMENTAL FUNDS

Governmental Funds by Year

Cash
Cash equivalent investments
Receivables and other assets
Total Assets

Accounts payable
Other payables ______________________________________________________________

Total Liabilities ______________________________________________________________

Deferred Inflows of Resources

Nonspendable
Restricted
Assigned
Unassigned ______________________________________________________________

Total Fund Balances ___________________________________________________________

Total Liabilities, Deferred Inflows
of Resources and Fund Balances

For the fiscal year ended September 30, 2020,
combined fund balance of $14,694,265. This fund
General Fund.

The Debt Service Fund reflects a decrease of $118,827 in fiscal year 2020. During the current
fiscal year, the Debt Service Fund remitted bond principal of $1,650,000 and interest of
$563,302. During the current fiscal year, the District issued $4,930,000 of Series 2019 Unlimited
Tax and Revenue Refunding Bonds to currently refund $5,070,000 of its previously issued Series
2007, 2011 and 2012 bonds. The refunding resulted in an overall debt service savings to the
District of approximately $366,000. More detailed information about the District’s debt is
presented in the Notes to the Financial Statements.

The Capital Project Fund purchases the District’s infrastructure. The Capital Projects Fund had a
$123,863 decrease in fund balance for fiscal year 2020.

2020 2019 2018 2017
$ 853,166 $ 1,159,445 $ 844,987 $ 649,870

14,067,778 12,948,289 12,050,430 11,212,122
1,337,163 847,462 799,181 756,135

$ 16,258,107 $ 14,955,196 $ 13,694,598 $ 12,618,127

491,677 572,427 708,781 513,149
1,000,044 1,1 1 1,483 1,069,722 1,052,727
1,491,721 1,683,910 1,778,503 1,565,876

72,121 58,186 47,258 35,981

15,350 14,704 11,146 9,931
548,543 791,233 863,682 791,434

3,017,051 3,106,811 117,985 852,638
1 1,113,321 9,300,352 10,876,024 9,362,267
14,694,265 13,213,100 11,868,837 11,016,270

$ 16,258,107 $ 14,955,196 $ 13,694,598 $ 12,618,127

the District’s governmental funds reflect a
balance includes a $1,723,855 increase to the
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2020

BUDGETARY HIGHLIGHTS

The General Fund pays for daily operating expenditures. The Board of Directors adopted a budget
on September 24, 2019. The budget included revenues of $7,096,630 as compared to expenditures
of $10,203,441. When comparing actual to budget, the District had a positive variance of
$4,830,666 primarily due to unexpended capital outlay. More detailed information about the
District’s budgetary comparison is presented in the Required Supplementary Information.

CAPITAL ASSETS

The District’s governmental activities invested $30,552,642 in land and infrastructure. The detail
is reflected in the following schedule:

Summary of Capital Assets, net

Land and easements
Construction in progress
Water, wastewater and drainage
Common and recreation areas
Equipment
Less: Accumulated Depreciation ___________________________________
Total Net Capital Assets

The District has the following balances outstanding on unlimited tax bonds:

Bonds Payable
Series 2011 $ 695,000
Series 2012 460,000
Series 2014 2,690,000
Series 2015 4,840,000
Series 2017 2,550,000
Series 2019 4,900,000
Total $ 16,135,000

The District owes approximately $16.1 million to bondholders. During the current fiscal year,
the District paid down $1,650,000 in outstanding bonds and refunded $5,070,000 of outstanding
bonds through the issuance of refunding bonds totaling $4,930,000. The ratio of the District’s
long term debt to the total 2019 taxable assessed valuation ($800,759,510) is 2.0%. The
District’s estimated population, as provided by the District as of October 1, 2020, is 13,609.
More detailed information about the District’s long term debt is presented in the Notes to the
Financial Statements.

9/30/2020 9/30/2019
$ 833,376 $ 833,376

627,959 253,427

36,855,185 36,695,264
6,310,828 6,303,178

59,920 42,452
(14,134,626) (13,021,977)

$ 30,552,642 $ 31,105,720

LONG TERM DEBT
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2020

CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS

The property tax assessed value for the 2020 tax year (September 30, 2021 fiscal year) is
approximately $1.045 billion and the net taxable value is approximately $828.3 million. The
fiscal year 2021 tax rate is $0.6250 on each $100 of taxable value. Approximately 60% of the
property tax will fund general operating expenses, and approximately 40% of the property tax
will be set aside for Debt Service Fund expenditures.

The adopted budget for fiscal year 2021 projects a General Fund fund balance decrease of
$3,017,051.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances and to
demonstrate the District’s accountability for the funds it receives. Questions concerning any of
the information provided in this report or requests for additional financial information should be
addressed to the District in care of Armbrust & Brown, PLLC, 100 Congress Avenue, Suite
1300, Austin, Texas 78701.
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
STATEMENT OF NET POSITION AND GOVERNMENTAL FUNDS BALANCE SHEET

SEPTEMBER 30, 2020

ASSETS
Cash and cash equivalents:

Cash
Cash equivalents

Receivables:
Service accounts, net of $27,500 provision for

uncollectible accounts
Taxes, no provision for

uncollectible accounts
Fiscal security deposits
Interfund receivables
Other

Prepaid costs
Capital assets, net of

accumulated depreciation:
Land and easements
Construction in progress
Equipment
Common and recreation areas
Water, wastewater and drainage facilities

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred charges on refunding

TOTAL ASSETS AND DEFERRED

OUTFLOWS OF RESOURCES

LIABILITIES
Accounts payable
Refundable deposits
Fiscal security deposits
Interfund payables
Accrued interest payable
Bonds payable:

Due within one year
Due after one year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Property taxes

TOTAL DEFERRED INFLOWS
OF RESOURCES

FUND BALANCES! NET POSITION
Fund balances:

Nonspendable for prepaid items
Restricted for debt service
Restricted for capital projects
Assigned for 2021 budget deficit
Unassigned

TOTAL FUND BALANCES

TOTAL LIABILITIES, DEFERRED

INFLOWS OF RESOURCES

AND FUND BALANCES

$ 853.166 $
13,403.619

693.827

37.611
276.590
178.5 18
37.855
15.350

693.827

72.121
276.590
186.794
37.855
69,976

$ - $ - $ 491.677
- 709.658

103.592
186.794

Government -

wide
Adjustments Statement of

Note 2 Net Position

- 1.495.000
- - - - 15.510.357

1,313,203 - 178.518 1.491.721 16.864,804

15.350 (15.350)
669.957 (669.957)

(121.414) (121,414) 121.414
- 3.017.051 (3.017,051)
- 11.113.321 (11.113.321)

(121.414) 14.694.265 (14.694.265)

$ 15.496,536 $ 704.467 $ 57.104 $ 16,258,107

$ 853.166
14.067.778

693.827

72,121
276.590

37.855
82.852

Net position:
Net investment in capital assets
Restricted for debt service
Unrestricted

TOTAL NET POSITION

$ 13.782.926
658.226

14.196.209

$ 28.637.361

$ 13.782.926
658.226

14.196.209

$ 28.637.361

FS-1

Debt Capital Governmental
General Service Projects Funds

Fund Fund Fund Total

- $ - $ 853.166 $
661.681 2.478 14.067.778

34.510 - -

8.276 - (186,794)

- 54.626 12.876

- - - 833.376 833.376
- - - 627.959 627.959
- - - 31.183 31.183
- - - 2.727.961 2,727.961

- - - - 26.332.163 26.332.163

$ 15.496,536 $ 704.467 $ 57,104 $ 16,258.107 30.378.724 46,636.831

$ - $ - $ - $ - 357.055 357,055

$ 15.496.536 $ 704.467 $ 57.104 $ 16,258,107 30.735.779 46.993.886

$ 491.677 - 491.677
709.658 - - 709.658
103.592 - - - 103.592

8.276 - (186.794) -

- - - - 46.241 46.241

- - - 1.495.000

_______________ _______________ _______________ _______________ _______________ 15.510,357

________________ ________________ _________________ ________________ ________________ 18.356.525

37.611 34.510 - 72,121 (72.121) -

37.611 34.510 - 72.121 (72.121) -

15.350 -

- 669.957

3.017.051 -

11.1 13.321 -

14.145.722 669.957 _______________ _______________ _______________

178.518

The accompanying notes are an integral part of this statement.



NORTHTOWN MUNICIPAL UTILITY DISTRICT
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUNDS STATEMENT OF

REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
SEPTEMBER 30, 2020

Government -

REVENUES:
Property taxes, including

penalties and interest
Service revenues, including penalties
System connection/inspection fees
Interest
Other

TOTAL REVENUES

S 2,905.379
3.937.324

127.000
149.922
60.784

7,180,409

$ 4,988.959
- 3.937,324
- 127.000
28 178.034

- 60,784
2.111.664 28 9.292.101

wide
Statement of

___________________ Activities

$ 13.935 $ 5.002.894
- 3.937,324
- 127.000
- 178.034
- 60,784

13.935 9.306,036

EXPENDITURES! EXPENSES:

FUND BALANCES! NET POSITION:

12,421.867 788.784 2.449 13.213.100 12.911,249 26,124.349
$ 14,145.722 $ 669,957 $ (121.414) $ 14.694.265 S 13,943,096 $ 28,637,361

Debt Capital Governmental
General Service Projects Funds

Fund Fund Fund Total

$ 2M83.580 $

Adjustments
Note 2

28.084

Current:
Water/wastewater purchases 2,056.102 . - 2.056,102 . 2.056,102
Garbage collection fees 728,434 - - 728,434 - 728,434
Park maintenance 564.631 - - 564,631 - 564,631
General manager fees 353,648 - - 353,648 - 353.648
Repairs and maintenance 310,021 - - 310,021 - 310,021
Inspection/connection fees 13.098 - - 13,098 - 13,098
Utilities 23.598 - - 23.598 - 23,598
Chemicals 63.156 - . 63,156 - 63,156
Office expenditures 385.903 - - 385.903 - 385,903
Security services 98.514 - - 98,514 - 98.514
Director fees, including payroll taxes 15,663 - - 15,663 - 15,663
Legalfees 115,078 - - 115,078 - 115.078
Engineering fees 30.387 - - 30.387 - 30.387
Accounting fees 66.750 - - 66,750 - 66.750
Audit fees 16.000 - - 16.000 - 16.000
Insurance 19.378 - - 19,378 . 19.378
Tax appraisal/collection 16.439 11.787 - 28,226 . 28.226
Financial advisor fees 1,357 1.223 - 2,580 - 2,580
Other consulting fees 44,397 1.000 - 45.397 - 45,397
Other 98.320 - - 98.320 - 98,320

Debt service:
Bond principal - 1.650.000 - 1,650,000 (1.650,000)
Bond interest - 563.302 - 563.302 (131.041) 432.261
Fiscal agent fees - 2,400 - 2.400 - 2.400
Bond issuance costs - 224.667 - 224,667 (13.837) 210,830

Capital outlay 435.680 - 123.891 559,571 (559,571) -

Depreciation - - - - 1.112,649 1.112.649
TOTAL EXPENDITURES /

EXPENSES 5.456,554 2.454,379 123,891 8.034.824 (1,241.800) 6.793.024

Excess I (deficiency) of revenues
over / (under) expenditures / expenses 1.723.855 (342.715) (123,863) 1,257.277 1,255,735 2,513.012

OTHER FINANCING SOURCES! (USES)
Proceeds from bond refunding
Payment to refunding agent
Bond premium

TOTAL OTHER FINANCING
SOURCES / (USES)

Change in fund balances! net position

4.930.000
(5.132.283)

426.171

223.888

4.930.000
(5.132.283)

426.171

Beginning of the year
End of the year

(4,930.000)
5,132,283
(426.171)

1,723,855 (118.827) (123.863) 1,481,165

223,888 (223,888)

1.031.847 2.513.012

The accompanying notes are an integral part of this statement. FS-2
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NORTHTOWN MUNICIPAL UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2020

1. SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of Northtown Municipal Utility District (the “District”)
relating to the funds included in the accompanying financial statements conform to generally
accepted accounting principles (“GAAP”) as applied to governmental entities. Generally accepted
accounting principles for local governments include those principles prescribed by the Governmental
Accounting Standards Board (“GASB”), which constitutes the primary source of GAAP for
governmental units. The more significant of these accounting policies are described below and,
where appropriate, subsequent pronouncements will be referenced.

Reporting Entity - The District was created, organized and established on August 14, 1985,
pursuant to the provisions of Chapter 54 of the Texas Water Code. The District is a political
subdivision of the State of Texas and operates under an elected Board of Directors.

The reporting entity of the District encompasses those activities and functions over which the
District’s elected officials exercise significant oversight or control. The District is governed by a
five member Board of Directors which has been elected by District residents or appointed by the
Board of Directors. The District is not included in any other governmental “reporting entity” as
defined by GASB standards since Board members are elected by the public and have decision
making authority, the power to designate management, the responsibility to significantly influence
operations, and primary accountability for fiscal matters. In addition, there are no component units
as defined by GASB standards which are included in the District’s reporting entity.

Basis of Presentation - Government-wide and Fund Financial Statements - These financial
statements have been prepared in accordance with GASB Codification of Governmental Accounting
and Financial Reporting Standards Part II, Financial Reporting (“GASB Codification”).

GASB Codification sets forth standards for external financial reporting for all state and local
government entities, which include a requirement for a Statement of Net Position and a Statement of
Activities. It requires the classification of net position into three components: Net Investment in
Capital Assets; Restricted; and Unrestricted. These classifications are defined as follows:

• Net Investment in Capital Assets - This component of net position consists of capital
assets, including restricted capital assets, net of accumulated depreciation and reduced by
the outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvements of those assets.

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

• Unrestricted Net Position - This component of net position consists of assets that do not
meet the definition of Restricted or Net Investment in Capital Assets.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued) -

Basis ofPresentation - Government-wide and Fund Financial Statements (continued,) -

When both restricted and unrestricted resources are available for use, generally it is the District’s
policy to use restricted resources first.

The financial statements are prepared in conformity with GASB Statement No. 34, and include a
column for government-wide (based upon the District as a whole) and fund financial statement
presentations. GASB Statement No. 34 also requires as supplementary information Management’s
Discussion and Analysis, which includes an analytical overview of the District’s financial activities.
In addition, a budgetary comparison statement is presented that compares the adopted General Fund
budget with actual results.

• Government-wide Statements:

The District’s statement of net position includes both non-current assets and non
current liabilities of the District, which were previously recorded in the General Fixed
Assets Account Group and the General Long-Term Debt Account Group. In addition,
the government-wide statement of activities column reflects depreciation expense on
the District’s capital assets, including infrastructure.

The government-wide focus is more on the sustainability of the District as an entity
and the change in aggregate financial position resulting from financial activities of the
fiscal period. The focus of the fund financial statements is on the individual funds of
the governmental categories. Each presentation provides valuable information that
can be analyzed and compared to enhance the usefulness of the information.

• Fund Financial Statements:

Fund based financial statement columns are provided for governmental funds. GASB
Statement No. 34 sets forth minimum criteria (percentage of assets, liabilities,
revenues or expenditures of either fund category) for the determination of major
funds. All of the District’s funds are reported as major funds.

Governmental Fund Types - The accounts of the District are organized and operated on the basis of
funds, each of which is considered to be a separate accounting entity. The operations of each fund
are accounted for with a self-balancing set of accounts that comprise its assets, liabilities, fund
balances, revenues and expenditures. The various funds are grouped by category and type in the
financial statements. The District maintains the following fund types:

• General Fund - The General Fund accounts for financial resources in use for general
types of operations which are not encompassed within other funds. This fund is
established to account for resources devoted to financing the general services that the
District provides for its residents. Tax revenues and other sources of revenue used to
finance the fundamental operations of the District are included in this fund.
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