VI.

VII.

AGENDA
RICHWOOD CITY COUNCIL
Regular Meeting, Monday, March 20, 2017
Richwood City Hall
1800 N. Brazosport Blvd.
Richwood, TX 77531
6:00 PM

. CALL TO ORDER

INVOCATION

PLEDGES OF ALLEGIANCE
Pledge of Allegiance & Texas Pledge

. ROLL CALL OF COUNCIL MEMBERS
. PUBLIC COMMENTS

All public comments will be subject to the following rules: all speakers will be
permitted to speak no longer than 3 minutes; all speakers will only be permitted
to speak once; speakers cannot defer their 3 minutes to another speaker; the first
five individuals who sign up for the public comment section will be permitted to
speak

CONSENT AGENDA

A
B.
C.
D.
E.

Approval of Minutes of Previous Meetings
Certification of Unopposed Candidates

Ordinance No. 412, Cancelling May 6, 2017 Election
Resolution 17-04, Review of Investment Policy
Payment of bills

DISCUSSION AND ACTION ITEMS

A.
B.
C.

FY 16 Audit Presentation
Public Hearing - Single-Family Attached Residences

Preliminary report on proposed amendment to the Zoning Ordinance to create
a new district for Single Family Attached (Townhomes)

D. Ordinance No. 131B-17, amending ordinance to include provisions for non-
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consent towing

Authorization to seek Requests for Proposals - Ambulance Services
Authorization to seek Requests for Proposals - Custodial Services
Authorization to renew Debris Monitoring Contract for one year.
Proposed changes to the Traffic Plan

Proposed ordinance on Oil and Gas Drilling

Ordinance No. 290B, prohibiting the igniting or burning of rubbish, garbage,
trash, grass, etc.

Establishing Performance Evaluation for City Manager in accordance with his

11
13
15
29

48
148
149

154

159
172
180
181
183
222

249



contract
L. Legislative Update
. Richwood's Sixtieth Anniversary 270

N. Executive Session pursuant to Section 551.074, Government Code, Personnel
Matters to deliberate the appointment, employment, evaluation, reassignment,
duties, discipline or dismissal of a public officer or employee; or to hear a
complaint against an officer or employee:

1. City Secretary Position

<

O. Action as a result of executive session 271
P. Approve items removed from Consent Agenda
VIIl. REPORTS
Reports that require no action.
A. Finance Reports 272
IX. CITY MANAGER’S REPORT 318

X. FUTURE AGENDA ITEMS
Xl. COMMITTEE REPORTS
XIl. COUNCIL MEMBER COMMENTS & REPORTS
XIl. MAYOR’S REPORT
XIV. ADJOURNMENT

I, Karen B. Schrom, do hereby certify that I did, on the 17th day of March, 2017 at 5:00 p.m.
post this notice of meeting on the bulletin board at 1800 N. Brazosport Blvd., Richwood, TX, in
compliance with the Texas Open Meetings Law.

Karen B. Schrom, City Secretary
City of Richwood



Minutes of Regular Meeting

The City Council
City of Richwood

A Regular Meeting of the City Council of City of Richwood was held Monday, February 13,
2017, beginning at 6:00 PM in the Richwood City Hall, 1800 N. Brazosport Blvd. Richwood,
Texas.

I. CALL TO ORDER

The meeting was called to order at 6:00 p.m. by Mark Guthrie, Mayor and presiding
officer.

1. INVOCATION

The invocation was given by Michael Coon, City Manager
I1l. PLEDGES OF ALLEGIANCE

The Pledge of Allegiance and the Texas Pledge of Allegiance was recited by those in
attendance.

IV. ROLL CALL OF COUNCIL MEMBERS
Roll call showed the following members present:

Mark Guthrie, Mayor and presiding officer
Melissa Blanks, Council, Position #2
Jarrod Beaty, Council, Position #3

Lauren LaCount, Council, Position #4
Chris Hardison, Council, Position #5

Absent:

Paul Raymond, Council, Position #2

A quorum was declared. Others present included Michael Coon, City Manager,
Karen B. Schrom, City Secretary, Clif Custer, Public Works Director, Bryan Corb,

Police Chief, Katherine Venegas, KRB Patricia Mayes, Aaron Palaran, and Patti
Guthrie.



V.

VI.

VII.

PUBLIC COMMENTS

There were no public comments on items not on the agenda.

CONSENT AGENDA

On motion by Councilman LaCount, seconded by Councilman Beaty, with all
members present voting aye, it was duly adopted to approve the Consent Agenda as
approved.

A. Approval of Minutes of a Previous Meeting

B. Payment of bills

C. Appoint members of Keep Richwood Beautiful

D. Order May 6, 2017 Election

E. Joint Election Agreement and Contract for Election Services

DISCUSSION AND ACTION ITEMS

A. Property owned by Janet K. Vernor along Brazosport Blvd and Cypress Drive

Patricia Mayes was present to represent the family. She explained her dad
acquired the properties between 1970 — 1976 and there were several rental homes
on the property. The properties need a lot of work.

The family is considering transitioning the residential lots to commercial. Family
members own several RV parks in the area. Their idea is to generate revenue
from the venture and improve the look of the place. In a few years, they will
either sell the property or put up another venture.

Mayor Guthrie appreciates they included the City in their plan but he would rather
see them come up with an idea other than a RV park, something more sustainable.
Ms. Mayes agreed the demand for RV parks will end in 5 or 6 years and it is
planned to be just a temporary business venture.

Councilman LaCount stated the City had received a lot of feedback from residents
not wanting to see additional RV parks based on previous request.

Ms. Mayes stated she was willing to work with City Council on development of
the property.

B. Request for partial closure of Highway 288B and FM 2004 for Triathlon

The proposed event will begin at Mammoth Lake in Clute with a swim, then a



run, and then conclude with the bicycle portion. The event will take place
Sunday, November 12, 2017 at 6:45 am, the first bicyclist should reach Richwood
close to 7:15 am, and the course should be picked up by 10 am. The event
coordinator advised they will place electronic signs along the route prior to the
event to warn motorists about the upcoming event. The event organizer further
advised they would begin to cone off the route at 3 am the morning of the event.

On motion by Councilman Hardison, seconded by Councilman Beaty, with all
members present voting aye, it was duly adopted to approve the request for partial
closure of Highway 288B and FM 2004 for the Triathalon.

. Request to close portion of Audubonwoods Drive for Barbeque Cookoff, April 14
- April 15 in the event of rain

On motion by Councilman LaCount, seconded by Councilman Blanks, with all
members present voting aye, it was duly adopted to grant the request to close
portion of Audubonwoods Drive for the Barbeque Cookoff on April 14 & 15 in
the event of the rain.

Councilman Blanks stated this event would not have happened this year if
volunteers had not stepped forward.

. ICMA-RC Resolution - 457 Deferred Compensation Plan

On motion by Councilman Hardison, seconded by Councilman Beaty with all
members present voting aye, it was duly adopted to approve the 457 Deferred
Compensation Plan.

. Resolution No. 17-03, In opposition to legislative interference with local services

Mr. Coon explained there have been numerous bills filled by the State Legislature
that if adopted would negatively impact the City’s ability to provide basic services
to our residents. Just to name a few examples, bills have been proposed that
would push all municipal elections to November, place a 4 percent cap on
municipal property tax revenue, and place term limits on local elected officials.
Compounding the issue even further, is that the State continues to push more and
more of their responsibilities to the local governments.

On motion by Councilman Hardison, seconded by Councilman Blanks, with all
members present voting aye, it was duly adopted to approve Resolution No. 17-
03, in opposition to legislative interference with local services.

. Request for Suspect Identification Technology for Police Department

On motion by Councilman LaCount, seconded by Councilman Hardison, with all



members present voting aye, the request for Suspect Identification Technology for
the Police Department was denied due to lack of funds.

. Racial Profiling Report for 2016

On motion by Councilman Beaty, seconded by Councilman LaCount, with all
members resent voting aye, it was duly adopted to accept the Racial Profiling
Report for 2016 as presented.

. Amend Personnel Policy to require Driver's checks on an annual basis rather than
semi-annually

Current policy requires a driver’s license check be conducted every 6 months on
all employees or volunteers operating a City vehicle. City staff is asking Council
to amend the policy to require an annual driver’s license check.

City staff feels that an annual check is more than sufficient, especially since the
Personnel Policy requires that anyone who operates a City vehicle must report any
DWI violation(s), arrest(s), charges, or driver’s license suspension to their
supervisor immediately.

On motion by Council LaCount, seconded by Councilman Blanks, with all

members present voting aye, it was duly adopted to require Driver’s License
Checks on an annual basis rather than semi-annually.

. Amend Personnel Policy to cap vacation at 200 hours

Richwood’s current vacation policy allows employees to earn up to 320 hours, or
the equivalent of eight 40-hour weeks, of vacation. The City’s leadership team has
expressed concerns that allowing that much leave can impact the level of service
we can provide to our residents.

After reviewing the vacation policies of 11 cities in the greater Houston region,
staff is recommending the policy be changed to allow employees to earn up to 200
hours, or the equivalent of five 40-hour work weeks.

On motion by Councilman LaCount, seconded by Councilman Beaty, with all

members present voting aye, it was duly adopted to amend the policy to cap
vacation at 200 hours.

. Amend Personnel Policy to include Administration Leave

This change to the Personnel Manual would grant 40 hours of administrative
leave to each exempt employee. Exempt employees are not entitled to overtime.
This policy change would allow the City to provide those employees with some



form of compensation for their dedication and the many long hours that they put
in.

The administrate leave would be granted at the beginning of each calendar year
and cannot be rolled over from year to year nor could it be sold back. With these
conditions, this proposal will not increase the City’s personnel costs.

On motion by Councilman Beaty, seconded by Councilman Blanks, with all

members present voting aye, it was duly adopted to amend the Personnel Policy to
include Administrative Leave.

. Budget Amendment to pay for Road Repairs

After the recent construction of the apartments at Creekwood Landing, the
entrance to Creekwood Landing off of B-288 is in disrepair. Mr. Helms and the
210 Development Group have agreed to reimburse the City for the complete cost
of repairing that section of road, which is $9,500.

To account for the reimbursement, this amendment would have the following
impact on the General Fund:

Increase the Street Projects budget by $9,500, making the revised budget
$29,500.

Increase the Miscellaneous Income budget by $9,500, making the revised
budget $69,500.

On motion by Councilman Hardison, seconded by Councilman Beaty, with all
members present voting aye, it was duly adopted to approve the budget
amendment to pay for road repairs.

. Authorization to hire part time City Secretary/Finance Director

Karen Schrom has agreed to help with the training of her replacement. As a sign
of appreciation towards Karen, | would like to re-hire her as a part-time employee
until the new City Secretary is trained.

There would be a nominal additional cost to the City due to the payroll taxes. As a
part-time employee that City would need to make contributions in Ms. Schrom’s
behalf for Medicare, workers compensation insurance, and unemployment
insurance. As a part-time employee, Ms. Schrom would not receive any medical
or retirement benefits.

On motion by Councilman Hardison, seconded by Councilman Beaty, with all
members present voting aye, it was duly adopted to hire Ms. Schrom as part time
City Secretary/Finance Director.



M. Recognition of staff

Mayor Guthrie commended the Department Heads for all their hard work making
this transition seamless.

Mayor and Michael were talking — compensate Bryan and give 10% additional
pay. $3,850 — lump sum for him stepping up. Still have savings in the
Administration budget to cover this cost.

Chief Corb did a great job stepping up after Mr. Patton’s retirement. He showed
initiative and took the lead on numerous projects that were important to the City.
In recognition of the Chief’s dedicated service, we would like Council to consider
rewarding the Chief with some additional compensation.

On motion by Councilman Hardison, seconded by Councilman Beaty, with all
members present voting aye, it was duly adopted to pay Chief Corb interim pay as
detailed below.

Chief Corb Interim Pay
Start Date: 8/8/2016
End Date: 1/20/2017
Interim Pay: 10%
Salary $34.30 $3,293
Medicare 1.45% $48
Workers Comp 4.15% $137
Unemployment* N/A S0
Retirement Contribution 11.43% $376

* Unemployment is only paid on the first $9,000 in wages.

N. Approved items removed from Consent Agenda

There were none.

VIIl. REPORTS

A. Financial Reports

Par for the period ending January 31, 2017 is 67%.

IX. CITY MANAGER’S REPORT



XI.

XI1.

XII.

Mr. Coon reported he has been talking to a developer looking for property for
townhomes. He has discussed beefing up parks requirements for subdivisions with
staff.

Staff is looking at developing a 5 year plan using Council’s objectives for strategic
plan. His plans include having a meeting with the public on the proposed budget in
June.

Day in the Park/Earth Day/Easter Egg Hunt will be March 31 to April 1

There are two interviews scheduled for the City Secretary’s position. Hope to bring
someone to Council at the next meeting.

Blue Crab Court recently became impassable. Mr. Custer and his crew patched it for
the weekend and are looking for a long term plan for fixing it.

He also stated he will be bringing proposals for evaluations at the next meeting.

FUTURE AGENDA ITEMS

Sixtieth anniversary

COMMITTEE REPORTS

Ms. Venegas reported she will be meeting with TxDot on the GCAA project on
Thursday.

COUNCIL MEMBER COMMENTS & REPORTS

Councilman Blanks reminded everyone that the deadline to sign up to run for
Council is this Friday. She will not be running this year. Mr. Beaty also stated he
will not be running.

Councilman Blanks and Hardison thanked Mr. Coon for his reports.
MAYOR’S REPORT

Mayor Guthrie stated that serving on Council is a great way to get involved with the
community. If anyone knows someone who would be interested, let them know. He
has enjoyed the opportunity to fill this role and will run again.

He also thanked the volunteers who stepped up to the plate to make sure the
Barbeque Cookoff will happen again this year.

He read a letter from Holly Eudy, 531 Oyster Creek Dr., commending Clif Custer on
a job well done regarding a leak in her ditch.



XIV. ADJOURNMENT

With no further business to discuss, the meeting was adjourned at 7:34 p.m.

APPROVED BY A MAJORITY VOTE OF COUNCIL ON March 13, 2017.

Mark Guthrie, Mayor

ATTEST:

Karen B. Schrom, City Secertary
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MEMORANDUM

To: Honorable Mayor Mark Guthrie and members of the Richwood City Council
From: Karen B. Schrom, City Secretary

Date: March 9, 2017

Subject: Certification of Unopposed Candidates and Ordinance No. 412, Cancelling the

May 6" General Election

Background

In 1995, a law was passed which allows political subdivisions to cancel an election if each
candidate for an office that is to appear on the ballot is unopposed. The governing body must
meet and vote to cancel the election the unopposed candidates elected.

The state chose this action to save the cities time and money by not having to hold an election in
those instances where the only votes that may be counted are for that one candidate in those
positions.

Analysis

Section 2.052 of the Texas Election Code requires the City Secretary to first certify to the Mayor
and then to the City Council in writing that each of the candidates are unopposed and that there is
no proposition is to be held on the ballot.

Upon receipt of the certification, Council may, by ordinance, declare each unopposed candidate
elected to office. As aresult, | have also prepared Ordinance No. 412, cancelling the election.

Costs of holding elections have risen greatly over the years, especially since we’ve been required
to go electronic. The fiscal impact to the City by not holding an election is an estimated $2,500.

Recommendation

Therefore, | recommend Council, upon first accepting the certification of unopposed candidates,
adopt Ordinance No. 412, Canceling the May 6, 2017 Regular Election.

11



Certification of Unopposed Candidates
By the City Secretary

STATE OF TEXAS
COUNTY OF BRAZORIA
CITY OF RICHWOOD

I, the undersigned, Karen B Schrom, certify that | am the City Secretary of the City of
Richwood, Texas and the authority responsible for preparing the ballot for the May 6, 2017
general municipal election. | further certify that no proposition is to appear on the ballot at the
election, no person has made a declaration of write-in candidacy, and all of the following
candidates are unopposed:

Mark Guthrie — Mayor
Frank Blanks — Council, Position #2
Sarah Reed — Council, Position #3

WITNESS MY HAND AND SEAL OF OFFICE in Richwood, Texas, this 21% day of
February, 2017.

Karen B. Schrom
City Secretary
City of Richwood
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ORDINANCE NO. 412

AN ORDINANCE CANCELING THE MAY 6, 2017 REGULAR ELECTION AND
DECLARING EACH UNOPPOSED CANDIDATE ELECTED TO OFFICE; PROVIDING
THAT THIS ORDINANCE SHALL BE CUMULATIVE OF ALL ORDINANCES;
PROVIDING FOR A SEVERABILITY CLAUSE; AND PROVIDING FOR AN EFFECTIVE
DATE.

WHEREAS, the City of Richwood, Texas is a home-rule municipality located in Brazoria
County, created in accordance with the provisions of Chapter 5, Article XI of the Constitution of
Texas and defined by Section 1.005 of the Local Government Code; and

WHEREAS, in accordance with law a general election has been ordered for May 6, 2017
for the purpose of electing mayor and council members to serve on the city council in the City of
Richwood; and

WHEREAS, no proposition is to appear on the ballot in that election; and

WHEREAS, the city secretary has certified in writing that each candidate on the ballot is
unopposed for election to office; and

WHEREAS, the filing deadlines for placement on the ballot and declaration of write-in
candidacy has passed; and

WHEREAS, in these circumstances Subchapter C of Chapter 2 of the Election Code
authorizes a governing body to declare each unopposed candidate elected to office and cancel the
election.

NOW THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
RICHWOOD, TEXAS THAT:

Section 1: The following candidates, who are unopposed in the May 6, 2017 general election
are hereby elected to office and shall be issued a certificate of election:

Mayor
Mark Guthrie

Position #2
Frank Blanks

Position #3
Sarah Reed

13



Section 2.

Section 3.

Section 4.

Section 5.

The city secretary is directed to post a copy of this ordinance at each designated
polling place on May 6, 2017.

This ordinance shall be cumulative of all provisions of ordinances of the City of
Richwood, except where the provisions of this ordinance are in direct conflict with
the provisions of such ordinances, in which event the conflicting provisions of such
ordinances are hereby repealed.

It is hereby declared to be the intention of the city council that the phrases, clauses,
sentences, paragraphs, and sections of this ordinance are severable, and if any
phrase, clause, sentence, paragraph, or section of this ordinance shall be declared
unconstitutional by the valid judgement or decree of any court of competent
jurisdiction, such unconstitutionality shall not affect any of the remaining phrases,
clauses, sentences, paragraphs, and sections of this ordinance, since the same would
have been enacted by the city council without the incorporation of this ordinance
of any such unconstitutional phrase, clause, sentence, paragraph or section.

This ordinance shall be in full force and effect from and after its passage, and it is
so ordained.

PASSED AND APPROVED ON THIS 13™ DAY OF MARCH, 2017.

Mark Guthrie, Mayor

ATTEST:

Karen B. Schrom, City Secretary
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MEMORANDUM

To: Honorable Mark Guthrie, Mayor, and Members of the Richwood City Council
From: Karen Schrom, Finance Director

Date: March 9, 2017

Subject: Resolution No. 17-04, annual review of City’s investment policy

The City has the right to maintain investments in accordance with the Public Funds Investment
Act (Government Code §2256) and the investment policy adopted by the municipality. The Act
requires the City to adopt a written investment policy which addresses the safety of principal and
liquidity, types of authorized investments, investment diversity, yield and maturity, maximum
maturity date, and settlement.

Once adopted, the policy must be reviewed by City Council at least annually and Council must
adopt an ordinance or resolution stating it has reviewed it. Our current policy is based upon the
State and TML’s model policies and is compliant with all applicable state and federal laws
regarding municipal investments.

15



Resolution No. 17-04

WHEREAS, The City of Richwood is required to review the City’s investment policy annually
and;

WHEREAS, this review is authorized by the Public Funds Investment Act, as amended.
NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Richwood:

That the City of Richwood Investment Policy, attached hereto as “Exhibit A” is hereby adopted
as the investment policy of the City of Richwood effective March 13, 2017

PASSED, ADOPTED AND APPROVED by the City Council of the City of Richwood this the
13" day of March, 2017

APPROVED:

Mark Guthrie, Mayor

ATTEST:

Karen B. Schrom, City Secretary
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PREFACE

SECTION 1

PURPOSE

A. Authorization

B. Scope

C. Review and Amendment
SECTION Il

INVESTMENT OBJECTIVES

A. Safety of Principal

B. Maintenance of Adequate Liquidity
C. Return on Investments

D. Prudence and Ethical Standards

SECTION Il
INVESTMENTS
A Eligible Investments
B. Ensuring Safety of Principal
1. Protection of Principal
a. Approved Brokers/Dealers/Financial Institutions
b. Collateralization
1. Allowable Collateral(6); 2. Collateral Levels (7);
3. Margin Calls (7); 4. Collateral Substitution (8);
5. Collateral Reductions (8)
C. Portfolio Diversification
d. Limiting Maturity
2. Safekeeping
a. Safekeeping Agreement
b. Safekeeping of Certificate of Deposit Collateral
C. Safekeeping of Repurchase Agreement Collateral
C. Ensuring Liquidity
D. Achieving Investment Return Objectives
E. Responsibility and Controls

1. Authority to Invest
2. Establishment of Internal Controls
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F.

3. Training and Education

Reporting
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PREFACE

It is the policy of the City of Richwood that all available funds shall be invested in conformance with
these legal and administrative guidelines.

Effective cash management is recognized as essential to good fiscal management. An aggressive
cash management and investment policy will be pursued to take advantage of investment interest as
a viable and material revenue to all operating and capital funds. The City=s portfolio shall be

designed and managed in a manner responsive to the public trust and consistent with local, state, and
federal law.

Investments shall be made with the primary objectives of:

Preservation of capital and protection of principal

Maintenance of sufficient liquidity to meet operating needs

Security of city funds and investments

Diversification of investments to avoid unreasonable or avoidable risks
Maximization of return on the portfolio

H FH= H= H H

Earnings from investments will be used in a manner that will best serve the interests of the City of
Richwood.
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SECTION 1
PURPOSE

Authorization

This policy is to be authorized by the City Council in accordance with Section 5 of the
Public Funds Investment Act of 1987 (Article 842a-2, Texas Revised Civil Statutes) which
requires the adoption of a formal written Investment Policy.

Scope

This Policy shall govern the investment of all funds of the City government as entrusted to
the City Secretary/Treasurer as custodian. The funds are accounted for in the City of
Richwood=s Comprehensive Annual Financial Report and includes:

General Funds

Special Revenue Funds

Capital Improvement and Project Funds

Enterprise Funds

Trust and Agency Funds

Any new fund created by the City Council unless specifically exempted

ouakrwnE

In addition to this Policy, bond funds (including debt service and reserve funds) shall be
managed by the governing ordinance and Federal Law, including the Tax Reform Act of
1986 and subsequent legislation.

Review and Amendment

This Policy shall be reviewed annually. Amendments must be authorized by the City
Council.

SECTION II
INVESTMENT OBJECTIVES

Safety of Principal

The City of Richwood has as its foremost objective to ensure the safety of principal,
considering the portfolio as a whole. The manner in which the City of Richwood ensures the
safety of principal is presented in Section I11.B, AEnsuring Safety of Principal.@

Maintenance of Adequate Liquidity
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The City=s investment portfolio must be structured in a manner which will provide the
liquidity necessary to pay obligations as they become due. Maintenance of adequate
liquidity is described in Section 111.C, AEnsuring Liquidity.@

Return on Investments

Consistent with State law, the City shall seek to optimize return on investments within the
constraints of safety and liquidity. Investments (excluding assets managed under separate
investment programs) shall be made in permitted obligations at yields equal to or greater
than the bond equivalent yield on United States Treasury obligations of comparable maturity.
Other appropriate performance measures will be established by the City Council. Specific
policies regarding investment rate of return are presented in Section 111.D, AAchieving
Investment Return Objectives.@

For bond issues to which Federal yield or arbitrage restrictions apply, the primary objectives
shall be to obtain satisfactory market yields and to minimize the costs associated with the
investment of such funds.

Prudence and Ethical Standards

The standard of prudence used by the City of Richwood shall be the Aprudent person rule@
and shall be applied in the context of managing the overall portfolio within the applicable
legal constraints. The prudent person rule is restated below:

Alnvestments shall be made with judgment and care under circumstances
then prevailing which persons of prudence, discretion and intelligence
exercise in the management of their own affairs, not for speculation, but for
investment, considering the probable income to be derived.@

Specific polices describing the City=s prudence and ethical standards are found in Section
I11.E, AResponsibility and Controls.@

SECTION Il
INVESTMENTS

Eligible Investments

Investments described below are those authorized by the Public Funds Investment Act of
1987 (Article 842a-2, Texas Revised Civil Statutes), as amended. The purchase of specific
issues may at times be restricted or prohibited because of current market conditions. City
funds governed by this Policy may be invested in:

21



Obligations of the United States or its agencies and instrumentalities.
Direct obligations of the State of Texas.

Other obligations, the principal and interest on which are unconditionally guaranteed
or insured by the State of Texas or the United States or its agencies or
instrumentalities.

Obligations of states, agencies, counties, cities, and other political subdivisions of
any state having been rated as to investment quality by a nationally recognized
investment rating firm and having received a rating of not less than A or its
equivalent.

Bankers= acceptances, so long as each acceptance has a stated maturity of 270 days
or less from the date of its issuance, will be liquidated in full at maturity, is eligible
collateral for borrowing from a Federal Reserve Bank and is accepted by a domestic
bank whose short term obligations are rated by at least A-1, P-1, or the equivalent by
a nationally recognized credit rating agency or which is the largest subsidiary of a
bank holding company whose short term obligations are so rated.

Commercial paper with a stated maturity of 270 days or less from the date of its
issuance that either:

a. Is rated not less than A-1, P-1, or the equivalent by at least two nationally
recognized credit rating agencies; or,

b. Is rated at least A-1, P-1, or the equivalent by at least on nationally
recognized credit rating agency and is fully secured by an irrevocable letter
of credit issued by a bank organized and existing under the laws of the United
States or any rate thereof.

Fully collateralized repurchase agreements having a defined termination date, placed
through a primary government securities dealer, as defined by the Federal Reserve,
or a bank domiciled in Texas, and secured by obligations described by 1 above
(principal and interest on which are guaranteed by the United States or any of its
agencies), pledged with a third party selected or approved by the City, and having a
market value of no less than the principal amount of the funds disbursed. The term
includes direct security repurchase agreements and reverse security repurchase
agreements.

Certificates of deposit issued by state and national banks domiciled in Texas that are:

a. Guaranteed or insured by the Federal Deposit Insurance Corporation, or its

22



10.

11.

12.

SUCCESSOTs; or,

b. Secured by obligations that are described by 1-4 above, which are intended to
include all direct federal agency or instrumentality issues that have a market
value of not less than the principal amount of the certificates or in any
manner and amount provided by law for deposits of the City.

Certificates of deposit issued by savings and loan associations domiciled in Texas
that are:

a. Guaranteed or insured by the Federal Savings and Loan Insurance
Corporation or its successor; or,

b. Secured by obligations that are described by 1-4 above, which are intended to
include all direct federal agency or instrumentality issued mortgage backed
securities that have a market value of not less than the principal amount of
the certificates, or in any other manner and amount provided by law for
deposits of the City.

SEC-registered, no-load money market mutual funds with a dollar-weighted average
portfolio maturity of 90 days or less whose assets consist exclusively of the
obligations that are described by Section Il1l.A, 1-9 above and whose investment
objectives include seeking to maintain a stable net asset value of $1 per share.
Excluding bond proceeds, no more than 80% of the City=s monthly average fund
balance may be invested in money market mutual funds. And, excluding bond
proceeds, the City may not invest funds under its control in any amount that exceeds
10% of the total assets of any individual money market mutual fund.

Local government investment pools organized in accordance with the Interlocal
Cooperation Act (Article 4413 (32c), V.T.C.S.) as amended, whose assets consist
exclusively of the obligations that are described by Section I11.A, 1-9 above.

Common Trust funds or comparable investment devices owned or administered by
banks domiciled in Texas may be used for bond proceeds. Fund assets shall consist
exclusively of the obligations that are described by Section I11.A, 1-9 above.

Ensuring Safety of Principal

Ensuring safety is accomplished through protection of principal and safekeeping.

1.

Protection of Principal

The City shall seek to control the risk of loss due to the failure of security issuer or
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grantor. Such risk shall be controlled by investing only in the safest types of
securities as defined in the Policy, by qualifying the broker, dealer, and financial
institution with whom the City will transact, by collateralization as required by law,
by portfolio diversification, and by limiting maturity.

The City will seek to control the risk of loss due to the failure of the issuer=s of
banker=s acceptances and commercial paper by monitoring the ratings of portfolio
positions to assure compliance with the ratings requirements imposed by the Public
Funds Investment Act of 1987. Should an issuer experience a single step downgrade
of its credit rating by a nationally recognized credit rating agency within 90 days of
the position=s maturity, the City Secretary may approve holding the paper to
maturity. If the subject paper matures beyond the 90-day period or if the credit rating
downgrade exceeds a single step, it will be the City=s policy to convene an
emergency meeting of the Investment Committee to determine whether liquidation of
the position is warranted. This meeting should take place within 24 hours of
notification of the credit downgrade.

a. Approved Brokers/Dealers/Financial Institutions

1. Investments shall only be made with those firms and institutions who
have met the qualifications and standards established by the City and
set forth in this manual.

2. Been approved by the City Council by resolution.

Securities and certificates of deposit shall only be purchased from those
institutions included on the City=s list of broker/dealers, banks, and savings
and loan associations as approved by City Council.

b. Collateralization

Consistent with the requirements of state law, the City requires all banks and
savings and loan associations to be federally insured or collateralized with
eligible securities. Financial institutions serving as City Depositories will be
required to sign a Depository Agreement with the City and its safekeeping
agent for the collateral, defining the City=s rights to the collateral in case of
default, bankruptcy, or closing. Repurchase agreements must also be
collateralized in accordance with State law.

1. Allowable Collateral

a. Certificates of Deposit
Eligible securities for collateralization of deposits are defined
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by the 2Public Funds Collateral Act@ (Article 2529d, Texas
Revised Civil Statutes). The eligibility of specific issues may
at times be restricted or prohibited because of current market
conditions.

Repurchase Agreements

Collateral underlying repurchase agreements is limited to
U.S. government and agency obligations which are eligible
for wire transfer (i.e., book entry) to the City=s designated
safekeeping agent through the Federal Reserve System.

Collateral Levels

Collateral is valued at current market plus interest accrued through
the date of valuation.

Certificates of Deposit

The market value of collateral pledged for certificates of
deposit must at all times be equal to or greater than the par
value of the certificate of deposit plus accrued interest, less
the amount insured by the FDIC.

Repurchase Agreements

The market value of collateral required to be pledged for
repurchase agreements shall be a percentage of the par value
of the agreement plus accrued interest. Any collateral with a
maturity of over 5 years must be approved by the Mayor or
City Secretary in writing before the transaction is initiated.

Margin Calls

a.

Certificates of Deposit

If the collateral pledged for a certificate of deposit falls below
the par value of the deposit, plus the accrued interest less
FDIC insurance, the institution will be notified by the City
and will be required to pledge additional securities no later
than the end of the next succeeding business day.

Repurchase Agreements
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If the value of the collateral underlying a repurchase
agreement falls below the margin maintenance levels
specified above, the City will make a margin call unless the
repurchase agreement is scheduled to mature within five
business days and the amount is deemed to be immaterial.

4. Collateral Substitution

Collateralized investments and certificates of deposit often require
substitution of collateral. Any broker or financial institution
requesting substitution must contact the City for approval and
settlement. The substituted collateral=s value will be calculated and
substitution approved if its value is equal to or greater than the
required value. The City must give immediate notification of the
decision to the bank or the safekeeping agent holding the collateral.
Substitution is allowable for all transactions, but should be limited, if
possible, to minimize potential administrative problems and transfer
expense. The City may limit substitution and assess appropriate fees
if substitution becomes excessive or abusive.

5. Collateral Reductions

Should the collateral=s market value exceed the required amount,
any broker or financial institution may request approval from the City
to reduce collateral. Collateral reductions may be permitted only if
the City=s records indicate that the collateral=s market value exceeds
the required amount.

Portfolio Diversification

Risk of principal loss in the portfolio as a whole shall be minimized by
diversifying investment types. Proceeds of a single bond issue may be
invested in a single security or investment if the city Council determines that
such an investment is necessary to comply with Federal arbitrage restrictions
or to facilitate arbitrage record keeping and calculation.

Limiting maturity
In order to minimize risk of loss due to interest rate fluctuations, investment

maturities will not exceed the anticipated cash flow requirements of the
funds.
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2. Safekeeping
a. Safekeeping Agreement

The City shall contract with a bank or banks for the safekeeping of securities
either owned by the City as a part of its investment portfolio or held as
collateral to secure certificates of deposit or repurchase agreements.

b. Safekeeping of Certificate of Deposit Collateral

All collateral securing bank and savings and loan deposits must be held by a
third party banking institution approved by the City, or collateral may be held
at the Federal Reserve Bank.

C. Safekeeping of Repurchase Agreement Collateral

The securities which serve as collateral for repurchase agreements with
dealers must be delivered to a third party custodian with which the City has
established a third party safekeeping agreement.

Ensuring Liquidity

Liquidity shall be achieved by investing in securities with active secondary markets and by
investing in eligible money market mutual funds and local government investment pools.

A security may be liquidated to meet unanticipated cash requirements, to redeploy cash into
other investments expected to outperform current holdings, or otherwise adjust the portfolio.

Achieving Investment Return Objectives

Investment selection for all funds shall be based on legality, appropriateness, liquidity, and
risk/return considerations. The General City Funds Portfolio shall be actively managed to
enhance overall interest income. Active management will take place within the context of
the APrudent Person Rule.@ (See Section 11.D.)

The City will take advantage of security swap opportunities to improve portfolio yield. A
swap which improves portfolio yield may be selected even if the transaction results in an
accounting loss.

Once the basic requirements of safety and liquidity are met, the City=s fund shall be
designed to attain a market-average rate of return through economic cycles. Market-average
rate of return is defined as the average return on one year Treasury bills.

Responsibility and Controls.
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1. Authority to Invest
The authority to invest City funds and the execution of any documentation necessary
to evidence the investment of City funds is granted to the Mayor and the City
Secretary.

2. Establishment of Internal Controls
The City Secretary will establish a system of internal controls over the investment
activities of the City and document such controls. A system of internal controls shall
be in place to prevent losses of public funds arising from fraud or employee error.

3. Training and Education
Recognizing that the training and education of Investment Officers contributes to
efficient and effective investment management, the City will encourage its
Investment Officers to obtain appropriate professional certifications and provide
training toward such certifications from available funds.

Reporting

Investment performance is continually monitored and evaluated by the City Secretary. The
City Secretary will provide summary reports to the City Council on a monthly basis.
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Kennemer, Masters & Lunsford

CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

Lake Jackson Office: Angleton Office: EI Campo Office: Houston Office:
8 West Way Court 2801 N. Velasco Suite C 201 W. Webb 10850 Richmond Ave., Ste 135
Lake Jackson, Texas 77566 Angleton, Texas 77515 El Campo, Texas 77437 Houston, Texas 77042
979-297-4075 979-849-8297 979-543-6836 281-974-3416

Independent Auditor's Report

To The Honorable Mayor and
Members of City Council
City of Richwood

Richwood, Texas

Reports on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of City
of Richwood (the “City”) as of and for the year ended September 30, 2016, and the related
notes to the financial statements, which collectively comprise the City’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 and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the 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
entity’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.

www. kmandl.com — Email: kmkw@kmandl.com
Members: American Institute of Certified Public Accountants, Texas Society of Certified Public Accountants,
Partnering for CPA Practice Success
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To The Honorable Mayor and
Members of City Council
City of Richwood

Page 2

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Richwood, as of
September 30, 2016, and the respective changes in financial position and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, general fund budgetary comparison information, and
pension related schedules for Texas Municipal Retirement System and Texas Emergency
Services Retirement System on pages 11 through 21 and 80 through 84 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 City of Richwood’s basic financial statements. The combining and
individual fund statements and schedules listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

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

Page 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 15, 2017, on our consideration of the City’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City’s internal control over financial reporting and compliance.

Nerrenay, VADRS & ungrd, Lo
Lake Jackson, Texas
February 15, 2017
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CITY OF RICHWOOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

As management of the City of Richwood (the “City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the
fiscal year ended September 30, 2016.

Financial Highlights

o The assets and deferred outflows of resources of the City exceeded its liabilities and
deferred inflows of resources at the close of the most recent fiscal year by $
13,478,827 (net position). Of this amount, $ 104,265 (unrestricted net position) may
be used to meet the government’s ongoing obligations to citizens and creditors in
accordance with the City’s fund designation.

e The City’s total net position increased by $ 53,263.

o As of the close of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $1,707,977. 68.0% of this total amount,
$ 1,160,743 (unassigned fund balance) is available for use within the City’s fund
designation.

e At the end of the current fiscal year, unassigned fund balance for the general fund
was $ 1,160,743 or 56.7% of the total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’'s basic
financial statements. The City’s basic financial statements are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City’s finances, in a manner similar
to a private-sector business.

The statement of net position presents information on all of the City’s assets and deferred
outflows of resources and liabilities and deferred inflows of resources, with the difference
being reported as net position. Over time, increases or decreases in net position may serve
as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net position changed
during the fiscal year. All changes in net position are reported when the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in
cash flows in the future fiscal periods (e.g., uncollected taxes).

-11-
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CITY OF RICHWOOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities)
from functions that are intended to recover all or a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of the City
include general administration, public safety, public works, and parks and recreation. The
business-type activities of the City include water and sewer and sanitation operations. The
government-wide financial statements can be found on pages 24 through 27 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of the funds of the
City can be divided into two categories: governmental funds and proprietary funds.

e Governmental Funds. Governmental funds are used to account for essentially the
same functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on current sources and uses of
spendable resources, as well as on balances of spendable resources available at the
end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-
wide financial statements, it is useful to compare the information presented for
governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions.
Both the governmental funds balance sheet and the governmental fund statements of
revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City maintains four individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General
Fund and Debt Service Fund, all of which are considered to be major funds. Data
from the other two governmental funds are combined into a single aggregation
presentation. The governmental fund financial statements can be found on pages
28 through 32 of this report.

o Proprietary Funds. The City maintains one category of proprietary funds-Enterprise
Funds. Enterprise funds are used to report the same functions presented as
business-type activities in government-wide financial statements. The City uses
enterprise funds to account for its water and sewer, and sanitation operations.
Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The basic proprietary fund financial
statements can be found on pages 34 through 39 of this report.

-12-
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CITY OF RICHWOOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the financial statements can be found on pages 40
through 77 of this report.

Other information. In addition to the basic financial statements and accompanying notes,
this report also presents certain required supplementary information, the Schedule of
Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual - General
Fund, and information concerning the City’s net pension liability. Required supplementary
information can be found on pages 80 and 84 of this report.

Combining and individual fund statements and schedules are presented following the
required supplementary information. These statements and schedules can be found on
pages 86 through 91 of this report.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of government’'s
financial position. In the case of the City, assets and deferred outflows of resources
exceeded liabilities and deferred inflows of resources by $ 13,478,827 as of September 30,
2016.

The largest portion of the City’s net position, $ 13,067,389 (96.9%) reflects its investments in
capital assets (e.g., land, buildings, furniture, equipment and vehicles, infrastructure, and
construction in progress), less any debt used to acquire those assets that is still outstanding.
The City uses capital assets to provide service to citizens; consequently these assets are not
available for future spending. Although the City’s investment in capital assets is reported net
of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

An additional portion of the City’s net position of $ 307,173 (2.3%) represents resources that
are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net position of $ 104,265 (0.8%) may be used to meet the government’s
ongoing obligations to citizens and creditors.

As of September 30, 2016, the City is able to report positive balances in all three categories
of net position for the government as a whole and for governmental activities. Business-type
activities had a positive balance in net investment in capital assets and a negative balance in
unrestricted net position.

13-
60



CITY OF RICHWOOD, TEXAS

Management’s Discussion and Analysis
For the Year Ended September 30, 2016

CITY OF RICHWOOD’S STATEMENT OF NET POSITION

Governmental Activities Business-type Activities Totals
September 30, September 30 September 30,
2016 2015 2016 2015 2016 2015

ASSETS
Current and other
assets $ 1820686 § 1373485 §(  504,921) §( 128,397) § 1315765 § 1,245,088
Capital assets 9,141,195 9,377,361 6,978,455 6,966,759 16,119,650 16,344,120

Total assets 10,961,881 10,750,846 6,473,534 6,838,362 17435415 17,589,208
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of
resources 263,907 104,709 44 402 16,649 308,309 121,358
Total deferred outflows of

resources 263,907 104,709 44 402 16,649 308,309 121,358
LIABILITIES
Current and other
liabilities 66,751 107,344 237,065 205,101 303,816 312,445
Long-term liabilities 2,341,542 2,312,114 1,533,158 1,598,900 3,874,700 3,911,014

Total liabilities 2,408,293 2.419.458 1,770,223 1,804,001 4,178,516 4223459
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of
resources 73,052 54,950 13,329 6,593 86,381 61,543
Total deferred inflows of

resources 73,052 54,950 13,329 6,593 86,381 61,543
NET POSITION
Net Investment in capital

assets 7,394,705 7,517,011 5,672,684 5,553,919 13,067,389 13,070,930

Restricted 307,173 270,238 307,173 270,238
Unrestricted 1,042,565 593898 ( 938300) (  509502) 104,265 84,396

Total net position $_ 8744443 $§ 8381147 § 4734384 $_ 5044417 $_ 13478827 $_ 13425564
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CITY OF RICHWOOQOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

2016 Net Position Percentage

2.3% 0.8%

m Net investment in capital assets

® Restricted

= Unrestricted

2015 Net Position Percentage

0.6%

B Net investment in capital assets
B Restricted

M Unrestricted
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CITY OF RICHWOOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

Analysis of the City’s Operations. The following table provides a summary of the City’s
operations for the year ended September 30, 2016. Governmental activities increased the
City’s net position by $ 363,296. Business-type activities decreased the City’s net position by
$ 310,033

CITY OF RICHWOOD’S STATEMENT OF ACTIVITY

Governmental Activities Business-type Activities Totals
September 30, September 30, September 30,
2016 2015 2016 2015 2016 2015

Revenues:
Program Revenues:
Charges for services ~ $ 264,375 § 318313 § 1178195 § 1,006,243 § 1442570 § 1,324,556

Operating grants and
contributions 114,937 114,937 -0-
Capital grants and
contributions 90,027 1,491 90,027 1,491
General Revenues:
Property taxes 1,537,154 1,404,872 1,537,154 1,404,872
Sales tax 626,853 536,520 626,853 536,520
Franchise fees 183,095 169,989 183,095 169,989
Investment earmings 10,559 1,605 441 317 11,000 1,922
Miscellaneous 54,160 68,935 54,160 68,935
Total revenues 2,791,133 2,500,234 1,268,663 1,008,051 4,059,796 3,508,285
Expenses:
General administration 521,649 490,713 521,649 490,713
Judicial 111,428 113,292 111,428 113,292
Police department 817,120 713,986 817,120 713,986
Fire department 188,968 168,242 188,968 168,242
City maintenance 236,878 250,220 236,878 250,220
Streets and drainage 354,351 405,167 354,351 405,167
Parks and recreation 65,606 98,552 65,606 98,552
Code enforcement 69,843 53,625 69,843 53,625
Interest on long-term debt 56,094 56,390 56,094 56,390
Water, sewer and sanitation 1,584,596 1,404,144 1,584,596 1,404,144
Total expenses 2421937 2,350,187 1,584,596 1,404,144 4,006,533 3,754,331
Increase (decrease) in net
position before transfers 369,196 150,047 (  315933) (  396,093) 53,263 (  246,046)
Transfers ( 5900) ( 83,327) 5,900 83,327 -0- -0-
Changes in net position 363,296 66,720 (  310,033) (  312,766) 53,263 (  246,046)
Net position - beginning 8,381,147 8,314,427 5,044 417 5,357,183 13,425,564 13,671,610

Net position - ending $__8744443 §_ 8381147 §_ 4734384 $_ 5044417 §_ 13478827 §_ 13.425564
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CITY OF RICHWOOQOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

2016 Revenue Percentage

m  Charges for services
Operating grants and contributions
B Capital grants and contributions
©  Property taxes
B Salestaxes

m  Franchise fees

2.8% = Investment earnings

2.2% Miscellaneous

2015 Revenue Percentage

B Charges for services

B Capital grants and contributions
15.3%
B Property taxes
m  Salestaxes

m Franchise fees

B Investment earnings

© Miscellaneous
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CITY OF RICHWOOQOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

2016 Expenses Percentage by Function

13.0%

B General administration

39.6%

B Judicial

® Police department

M Fire department

B City maintenance

B Streets and drainage
20.4% Parks and recreation

1.4%

Code enforcement

Interest on long-term debt

Water, sewer and sanitation

8.9%

2015 Expenses Percentage by Function

General administration

13.1%

37.4% Judicial

Police department
Fire department

City maintenance

Streets and drainage
Parks and recreation

1.5% Code enforcement

Interest on long-term debt
1.4%
Water, sewer and sanitation

10.8%
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CITY OF RICHWOOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the City’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful
in assessing the City’s financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of
the fiscal year.

As of the end of the current fiscal year, the City’s governmental funds reported ending fund
balances of $ 1,707,977. $ 1,160,743 (67.96%) of this total amount constitutes unassigned fund
balance. The remainder of the fund balance is either non-spendable, restricted or committed to
indicate that it is not available for new spending as follows: 1) $ 100,896 for long-term
receivables, 2) $ 1,875 for prepaid items, 3) $ 859 for park, 4) $ 6,219 for court security and
technology, 5) $ 748 for police training, 6) $ 105,512 for debt service, 7) $ 20,941 for street
beautification, 8) $ 69,446 for transportation, 9) $ 13,430 for insurance, 10) $ 73,823 for capital
improvement, 11) $ 35,290 for equipment replacement, and 12) $ 118,195 for crime control and
prevention.

The General Fund fund balance increased by $ 463,732; the Debt Service Fund fund balance
increased by $ 2,582, and the Nonmajor Governmental Funds fund balance increased by
$ 34,231.

Proprietary funds. As mentioned earlier, the City’s proprietary fund statements provide the
same type of information found in the government-wide financial statements, but in more detail.

At September 30, 2016 the proprietary fund had a deficit of $ 938,300 in unrestricted net
position Total net position decreased by $ 310,033.

General Fund Budgetary Highlights. Actual revenues exceeded budget by $ 312,834 mainly
due to increased sales taxes and intergovernmental revenue. Actual expenditures were under
budgetary estimates by $ 233,257.

Capital Assets

The City’s investment in capital assets for its governmental and business-type activities as of
September 30, 2016, was $ 16,119,650 (net of accumulated depreciation). This investment in
capital assets includes land, buildings, furniture, equipment and vehicles, infrastructure, and
construction in progress. During the year ended September 30, 2016, the City received
contributed capital in the amount of $ 90,027 which is reported within business-type activities as
construction in progress of $ 16,291 and fixed assets of $ 73,736.
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CITY OF RICHWOOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

Capital Assets at Year-end
Net of Accumulated Depreciation

Governmental Activities Business-type Activities Totals
September 30, September 30, September 30,

2016 2015 2016 2015 2016 2015
Land $ 335,262 § 303,720 § 122,580 $ 122,580 $ 457,842 § 426,300
Buildings 1,635,331 1,684,412 84,367 90,861 1,719,698 1,775,273
Furniture, equipment and
vehicles 354,780 369,182 52,818 78,257 407,598 447,439
Infrastructure 6,815,822 7,020,047 6,684,899 6,527,837 13,500,721 13,547,884
Construction in progress 33,791 147,224 33,791 147,224
Total $_ 9141195 §_ 9377361 §_ 6978455 §$__ 6966759 $_ 16,119,650 §_ 16,344,120

Additional information on the City’s capital assets can be found in Note 6 on pages 60 through
61 of this report.

Debt Administration

At the end of the current fiscal year, the City had total long-term liabilities of $ 3,874,700. Of
this amount, $ 2,350,000 is comprised of bonded debt backed by the full faith and credit of the
City. These bonds will be retired with revenues from property and sales taxes. Further, the City
has $ 497,840 obligations under capital lease, $ 267,966 note payable, and $ 695,001 net
pension liability.

Outstanding Debt at Year End
Bonds Payable

Governmental Activities Business-type Activities Totals

2016 2015 2016 2015 2016 2015
Certificates of
obligation bonds $ 1435000 $§ 1535000 $ 915,000 $ 970,000 $ 2,350,000 $ 2,505,000
Capital leases 497 840 549,909 497 840 549,909
Notes 267,966 279,045 267,966 279,045
Net pension liability 595,052 451,764 99,949 56,846 695,001 508,610
Premium on bonds 36,354 38,644 36,354 38,644
Accrued interest 7,170 7,661 20,369 22,145 271,539 29,806

Total $_ 2341542 §__ 2312114 $__ 1533158 §__ 1598900 $_ 3874700 $__ 3911014
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CITY OF RICHWOOD, TEXAS
Management’s Discussion and Analysis
For the Year Ended September 30, 2016

All of the outstanding Bonds of the City payable from its limited taxes are insured and are,
therefore, rated “Aaa” by Moody’s Investors Service Inc (“Moody’s”), and “AAA” by Standard &
Poor’s (“S&P”). The underlying rating on all of such Bonds and other obligations payable from

such source are “A1” by Moody’s and “A+” by S&P.

Additional information on the City’s long term debt can be found in Note 7 on pages 61 through
65 of this report.

Economic Factors and Next Year’s Budgets and Rates

In the 2016-2017 Budget, General fund revenues are budgeted to increase by 5.26% from the
2015-2016 budget year due to increases in property values, general sales tax and building
permit and related fees.

Certified assessed valuations increased by 11.87% over the preceding year. Property taxes
will increase approximately 3.24%.

The Enterprise Fund’s 2016-2017 budgeted expenditures are expected to increase by 7.70%
over the preceding year’s budget. Water and Sewer rates for the 2016-2017 budget year were
increased this year.

Request for Information

This financial report is designed to provide a general overview of the City’s finances. Questions
concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Office of the City Secretary, 1800 N. Brazosport Blvd,
Richwood, Texas, 77531, or call (979) 265-2082.
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ASSETS:
Cash and temporary investments

Investments

Receivables (Net):

Taxes
Accounts
Accrued interest

Interfund accounts
Due from other governments

Prepaid items

Restricted Assets:
Temporarily Restricted:
Cash and temporary investments

Investments

Accrued interest

CITY OF RICHWOOD
Richwood, Texas

STATEMENT OF NET POSITION

September 30, 2016

Capital Assets (Net of Accumulated Depreciation):

Land
Buildings

Furniture, equipment and vehicles

Infrastructure

Construction in progress

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources

Total deferred outflows of resources

Business-
Governmental Type
Activities Activities Total
$ 492,531 § 492,531
209,270 13,344 222,614
160,248 160,248
23,992 209,303 233,295
7,663 20 7,683
880,036 880,036 ) -0-
45,071 45,071
1,875 1,875
65,795 65,795
86,641 86,641
12 12
335,262 122,580 457,842
1,635,331 84,367 1,719,698
354,780 52,818 407,598
6,815,822 6,684,899 13,500,721
33,791 33,791
10,961,881 6,473,534 17,435,415
263,907 44402 308,309
263,907 44402 308,309
(continued)
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CITY OF RICHWOOD

Richwood, Texas

STATEMENT OF NET POSITION - Continued

September 30, 2016

Business-
Governmental Type
Activities Activities Total
LIABILITIES:
Accounts payable $ 66,751 §$ 146,948 $ 213,699
Liabilities Payable from Restricted Assets:
Accrued interest payable 7,331 7,331
Revenue bonds payable - current 55,000 55,000
Customer deposits 90,117 90,117
Noncurrent Liabilities:
Due within one year 183,408 75,102 258,510
Due in more than one year 2,158,134 1,395,725 3,553,859
Total liabilities 2,408,293 1,770,223 4,178,516
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources 73,052 13,329 86,381
Total deferred inflows of resources 73,052 13,329 86,381
NET POSITION:
Net investment in capital assets 7,394,705 5,672,684 13,067,389
Restricted For:
Park 859 859
Debt service 108,064 108,064
Special revenue 90,387 90,387
Court security and technology 6,219 6,219
Police training 748 748
Enterprise fund (Long-term receivable) 100,896 100,896
Unrestricted 1,042,565 ( 938,300) 104,265
Total net position $ 8,744,443 $ 4,734,384 $ 13,478,827

The notes to the financial statements are an integral part of this statement.
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CITY OF RICHWOOQOD
Richwood, Texas

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2016

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions__Contributions
Primary Government:
Governmental Activities:
General administration $ 521,649 $ 147,238  § $
Judicial 111,428
Police department 817,120 105,008 71,989
Fire department 188,968
City maintenance 236,878
Streets and drainage 354,351 42,948
Parks and recreation 65,606 12,129
Code enforcement 69,843
Interest on long-term debt 56,094
Total governmental activities 2421937 264,375 114,937 -0-
Business-type Activities:
Water, sewer and sanitation 1,584,596 1,178,195 90,027
Total business-type activities 1,584,596 1,178,195 -0- 90,027
Total $__ 4006533 $__ 1442570 $ 114,937 $ 90,027

General Revenue:

Taxes:
Property taxes, levied for general purposes
Property taxes, levied for debt service
Sales taxes
Franchise fees

Investment earnings

Miscellaneous

Transfer in (out)

Total general revenues and transfers
Changes in net position
Net position — beginning

Net position — ending

The notes to the financial statements are an integral part of this statement.
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Net (Expense) Revenue and

Changes in Net Position

Business-
Governmental Type

Activities Activities Total
$( 374411) § ( 374,411)
( 111,428) ( 111,428)
( 640,123) ( 640,123)
( 188,968 ) ( 188,968 )
( 236,878) ( 236,878)
( 311,403) ( 311,403)
( 53,477) ( 53,477)
( 69,843) ( 69,843)
( 56,094) ( 56,094)
(2,042,625) 0- | 2,042,625)
( 316,374) ( 316,374)
0- | 316,374) ( 316,374)
(2,042625) ( 316,374) ( 2,358,999)
1,364,852 1,364,852
172,302 172,302
626,853 626,853
183,095 183,095
10,559 441 11,000
54,160 54,160
( 5,900) 5,900 -0-
2,405,921 6,341 2412262
363,296 ( 310,033) 53,263
8,381,147 5,044 417 13,425,564
$ 8744443 $_ 4734384 $ 13,478,827




Assets and Deferred Qutflows of Resources

Assets:
Cash and cash equivalents
Investments
Receivables:
Taxes
Accounts
Accrued interest
Due from other government
Due from other funds
Prepaid items

Total assets

Deferred Outflows of Resources:
Deferred outflows of resources

Total deferred outflows of resources

Total assets and deferred
outflows of resources

CITY OF RICHWOOD
Richwood, Texas

BALANCE SHEET
GOVERNMENTAL FUNDS

September 30, 2016

Debt Nonmajor Total
General Service Governmental ~ Governmental
Fund Fund Funds Funds

$ 362,818 § 48,136 $ 81,577 § 492,531

163,238 46,032 209,270
157,302 2,946 160,248
629 629
7,643 20 7,663
45,071 45,071
880,036 10,930 8,810 899,776
1,875 1.875
1,618,612 108,064 90,387 1,817,063
-0-

0- -0- 0 0

$__ 1618612 $ 108,064 $ 90387 $__ 1,817,063

(continued)
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CITY OF RICHWOOD
Richwood, Texas

BALANCE SHEET
GOVERNMENTAL FUNDS - Continued

September 30, 2016

Debt Nonmajor Total
General Service Governmental  Governmental
Fund Fund Funds Funds
Liabilities, Deferred Inflows of Resources and Fund Balances
Liabilities:
Accounts payable and accrued
expenditures $ 66,751 $ $ $ 66,751
Due to other funds 19,740 19,740
Total liabilities 86,491 -0- -0- 86,491
Deferred Inflows of Resources:
Deferred inflows of resources — property taxes 20,043 2,552 22,595
Total deferred inflows of resources 20,043 2,552 -0- 22,595
Fund Balances:
Non-spendable:
Enterprise fund (Long-term receivable) 100,896 100,896
Prepaid items 1,875 1,875
Restricted:
Park 859 859
Debt service 105,512 105,512
Court security and technology 6,219 6,219
Police training 748 748
Street beautification 20,941 20,941
Transportation 69,446 69,446
Committed:
Insurance 13,430 13,430
Capital improvement 73,823 73,823
Equipment replacement 35,290 35,290
Crime control and prevention 118,195 118,195
Unassigned 1,160,743 1,160,743
Total fund balances 1,512,078 105,512 90,387 1,707,977
Total liabilities, deferred inflows of
resources and fund balances $_ 1618612 $ 108,064 $ 90,387 $_ 1,817,063

The notes to the financial statements are an integral part of this statement.
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CITY OF RICHWOOD
Richwood, Texas

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE GOVERNMENTAL ACTIVITIES STATEMENT OF NET POSITION

September 30, 2016

Total fund balances — governmental funds balance sheet $ 1,707,977
Amounts reported for governmental activities in the statement of net position are
different because:
Capital assets used in governmental activities are not financial resources and therefore are not reported
in the funds. Capital assets include $ 14,436,848 in assets less $ 5,295,653 in accumulated depreciation. 9,141,195
Property taxes receivable unavailable to pay for current period expenditures are deferred in the funds.
Deferred property tax revenues for the general fund and the debt service fund amounted to $ 20,043
and $ 2,552, respectively. 22,595
Municipal court receivables unavailable to pay for current period expenditures are not recognized in the
governmental funds. Municipal court receivables of $ 126,683, net of allowance of $ 103,320. 23,363
Premium on the issuance of bonds provide current financial resources to governmental funds but the
proceeds increases long-term liabilities in the governmental activities statement of net position. This
amount is amortized over the life of the bonds. Net premium on the issuance of bonds was $ 36,354
(premium on sale of bonds of $ 46,091 less amortization of $ 9,737) ( 36,354 )
Pension deferred outflows of resources of $ 263,907 less deferred inflows of resources of $ 73,052. 190,855
Payables for net pension liability is not reported in the funds. ( 595,052)
Payables for bond principal is not reported in the funds. ( 1,702,966)
Payables for bond interest are not reported in the funds. ( 7,170)
Net position of governmental activities — statement of net position. $___ 8744443

The notes to the financial statements are an integral part of this statement.
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CITY OF RICHWOOD
Richwood, Texas

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

For the Year Ended September 30, 2016

Debt Nonmajor Total
General Service Governmental  Governmental
Fund Fund Funds Funds
Revenues:
Taxes:
Property taxes $ 1363177 $ 172,180 $ $ 1535357
Sales taxes 626,853 626,853
Franchise fees 183,095 183,095
Revenue producing facilities 12,129 12,129
Fines and fees 119,556 119,556
Licenses and permits 42,013 42,013
Investment earning 10,056 356 147 10,559
Intergovernmental 114,937 114,937
Transportation 105,225 105,225
Miscellaneous 39,347 14,813 54,160
Total revenues 2,511,163 172,536 120,185 2,803,884
Expenditures:
Current;
General administration 444,838 13,690 458,528
Judicial 111,271 111,271
Police department 759,130 759,130
Fire department 135,717 135,717
City maintenance 233,616 233,616
Streets and drainage 78,763 67,364 146,127
Parks and recreation 46,724 46,724
Code enforcement 69,777 69,777
Capital outlay 166,595 166,595
Debt Service:
Principal retirement 111,079 111,079
Interest and agent fees 58,875 58,875
Total expenditures 2,046,431 169,954 81,054 2,297,439
Excess of revenues over expenditures 464,732 2,582 39,131 506,445
Other Financing Sources (Uses):
Transfer in 1,000 1,000
Transfer out ( 1,000) ( 5900) ( 6,900)
Total other financing sources (uses) ( 1,000) -0- 4900) ( 5,900)
Net changes in fund balances 463,732 2,582 34,231 500,545
Fund balances - beginning 1,048,346 102,930 56,156 1,207,432
Fund balances - ending $__ 1512078 $ 105512 $ 90,387 $__ 1,707,977

The notes to the financial statements are an integral part of this statement.
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CITY OF RICHWOOQOD
Richwood, Texas

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE GOVERNMENTAL ACTIVITIES STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2016

Net change in fund balances - total governmental funds $

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

Governmental funds report capital outlays as expenditures. However, in the governmental activities
statement of activities, the cost of those assets is allocated over their estimated useful lives
as depreciation expense. The amount by which capital outlay $ 166,595 less
depreciation $ 402,761 in the current period. (

Property tax revenues in the governmental activities statement of activities do not provide
current financial resources and are not reported as revenues in the funds. Deferred property
tax revenues for the general fund increased by $ 1,675 and for the debt service fund increased
by $122, respectively.

Repayment of long-term debt principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the governmental activities statement of net position.
The amount was for general obligation bonded debt in the amount of $ 111,079.

Premium on the issuance of bonds provide current financial resources to governmental funds
but the proceeds decrease long-term assets in the governmental activities statement of net position.
This amount is accreted over the life of the bonds. Current premium on the issuance of bonds and
amortization of the premium of bonds were $ -0- and $ 2,290.

Governmental funds report pension payments as expenditures. However, in the governmental activities
statement of activities, the pension cost is calculated by an actuary and involves multiple factors.
The amount of pension expense reported was $ 2,192 more than the amount reported in the funds. (

Some expenses reported in the governmental activities statement of activities do not require
the use of current financial resources and therefore are not reported as expenditures in
governmental funds. This is the change in accrued interest on long-term debt.

Municipal court revenues in the governmental activities statement of activities do not provide current
financial resources and are not reported as revenues in the funds. Municipal court receivables,

500,545

236,166)

1,797

111,079

2,290

2,192)

491

net of allowance, decreased by $ 14,548. ( 14,548)

Change in net position of governmental activities $ 363,296

The notes to the financial statements are an integral part of this statement.
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CITY OF RICHWOOD
Richwood, Texas

STATEMENT OF NET POSITION - PROPRIETARY FUND

September 30, 2016

Assets and Deferred Outflows of Resources
Current Assets:
Investments
Accounts receivable, net
Accrued interest receivable

Total current unrestricted assets
Current Restricted Assets:
Cash and cash equivalents
Investments
Accrued interest receivable
Total current restricted assets
Total current assets
Capital Assets:
Property, plant and equipment
Less accumulated depreciation
Total capital assets (net of accumulated depreciation)

Total assets

Deferred Outflows of Resources:
Deferred outflows of resources

Total deferred outflows of resources

Total assets and deferred outflows of resources

-34-
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Enterprise
Fund

$ 13,344
209,303
20

222,667

65,795
86,641
12

152,448

375,115

12,005,636
( 5,027,181)

6,978,455

7,353,570

44,402

44,402

$ 7,397,972
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CITY OF RICHWOOD
Richwood, Texas

STATEMENT OF NET POSITION - PROPRIETARY FUND - Continued

September 30, 2016

Liabilities, Deferred Inflows of Resources, and Net Position
Current Liabilities:
Accounts payable and accrued expenses
Accrued interest payable
Due to other funds (includes current portion notes of $ 13,564)
Capital lease payable
Net pension liability

Total current liabilities payable from non-restricted assets
Current Liabilities Payable from Restricted Assets:
Accrued interest payable
Customer deposits
Revenue bonds payable
Total current liabilities payable from restricted assets
Total current liabilities
Noncurrent Liabilities:
Due to other funds (notes)
Capital lease payable
Revenue bonds payable
Net pension liability
Total noncurrent liabilities

Total liabilities

Deferred Inflows of Resources:
Deferred inflows of resources

Total deferred inflows of resources
Net Position:
Net investment in capital assets
Unrestricted

Total net position

Total liabilities, deferred inflows of resources and net position

The notes to the financial statements are an integral part of this statement.
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Enterprise
Fund

146,948
13,038
792,704
52,069
9,995

1,014,754

7,331
90,117
55,000

152,448

1,167,202

87,332
445,771
860,000

89,954

1,483,057

2,650,259

13,329

13,329

5,672,684
938,300)

4,734,384

7,397,972




CITY OF RICHWOOD
Richwood, Texas

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN

NET POSITION - PROPRIETARY FUND

For the Year Ended September 30, 2016

Operating Revenues:
Water fees
Sewer fees
Delinquent charges
Tap and reconnect fees
Miscellaneous

Total operating revenues

Operating Expenses:
Personnel costs
Sewer treatment plant operations
Water costs — BWA
Lease
Utilities and telephone
Repairs and maintenance
Supplies
Miscellaneous

Operating expenses before depreciation
Depreciation

Total operating expenses

Operating loss

Non-Operating Revenues (Expenses):
Investment earning
Interest expense and agent fees

Total non-operating revenues (expenses)
Loss before contributions and operating transfers

Capital contributions
Transfer in

Change in net position
Net position — beginning

Net position - ending

The notes to the financial statements are an integral part of this statement.
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Enterprise
Fund

$

611,698
530,392
26,697
8,050
1,358

1,178,195

280,482
274,787
226,206
133,299
49,886
94,757
47,113
48,032

1,154,562
339,079

1,493,641

(

315,446)

441
90,955)

90,514)

(

405,960 )

90,027
5,900

(

310,033)

5,044 417

$

4,734,384
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CITY OF RICHWOOD
Richwood, Texas

STATEMENT OF CASH FLOWS -
PROPRIETARY FUND

For the Year Ended September 30, 2016

Cash Flows from Operating Activities:
Receipts from customers and users
Payments to other funds
Payments to suppliers
Payments to employees

Net cash provided by operating activities

Cash Flows from Non-Capital Financing Activities:
Operating transfers in

Net cash provided by non-capital financing activities
Cash Flows from Capital and Related Financing Activities:
Acquisition of capital assets
Bond principal payments
Capital lease payments
Interest and fiscal charge payments
Net cash used for capital and related financing activities
Cash Flows from Investing Activities:
Proceeds from the sale of investments
Purchase of investments
Interest received
Net cash used for investing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of year

Cash and cash equivalents at the end of the year

Enterprise
Fund

$ 1,164,933
356,383
( 844,147)
( 258,396

418,773

5,900

5,900

260,748)
55,000 )
52,069 )
92,731)

o~ —~ —

( 460,548)

91,197
( 99,985)
441

( 8,347)

( 44,222)

110,017

$ 65,795

(continued)
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CITY OF RICHWOOD
Richwood, Texas

STATEMENT OF CASH FLOWS -
PROPRIETARY FUND - Continued

For the Year Ended September 30, 2016

Enterprise
Fund
Reconciliation of Operating Income to Net Cash Provided (Used) by
Operating Activities:
Operating loss $( 315,446)
Adjustments to Reconcile Operating Income to Net Cash Provided (Used) by
Operating Activities:
Depreciation 339,079
Decrease in accounts receivable ( 15,293)
Increase in accounts payable 29,933
Increase in due to other funds 356,383
Increase in pension liability 22,086
Increase in customer deposits 2,031
Total adjustments 734,219
Net cash provided by operating activities $ 418,773
Non-Cash Transactions Affecting Financial Position:
Capital contributions - grants $ 90,027
Capital improvements ( 90,027)
Net effect of non-cash transactions $ -0-

The notes to the financial statements are an integral part of this statement.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General Statement

The City of Richwood (the City) operates under a Mayor-Council form of government and provides the
following services as authorized by its charter: public safety (police and fire), highways and streets,
public services (utility facilities), public recreation, public benefits (health and welfare), and general
administrative services.

The City prepares its basic financial statements in conformity with generally accepted accounting
principles promulgated by the Governmental Accounting Standards Board (GASB) and other
authoritative sources.

The City’s Financial Statements are in accordance with GASB Statement No. 34, “Basic Financial
Statements and Management Discussion and Analysis for State and Local Governments”, GASB
Statement No. 37, “Basic Financial Statements and Management’s Discussion and Analysis for State
and Local Governments: Omnibus” which provides additional guidance for the implementation of GASB
Statement No. 34, and GASB Statement No. 38 “Certain Financial Statement Disclosures” which
changes the note disclosure requirements in the financial statements for governmental entities.

GASB Statement No. 34 established a new financial reporting model for state and local governments
that included the addition of management’s discussion and analysis, government-wide financial
statements, required supplementary information and the elimination of the effects of internal service
activities and the use of account groups to the already required fund financial statements and notes.

The GASB determined that fund accounting has and will continue to be essential in helping governments
to achieve fiscal accountability and should, therefore, be retained. The GASB also determined that
government-wide financial statements are needed to allow user’s of financial reports to assess a
government’s operational accountability. The GASB Statement No. 34 reporting model integrates fund-
based financial reporting and government-wide financial reporting as complementary components of a
single comprehensive financial reporting model.

The following is a summary of the most significant accounting policies.

Reporting Entity

The City is considered an independent entity for financial reporting purposes and is considered a primary
government. As required by generally accepted accounting principles, these basic financial statements
have been prepared, based on considerations regarding the potential for inclusion of other entities,
organizations, or functions, as part of the City’s financial reporting entity. Based on these considerations,
the City’s basic financial statements do not include any other entities. Additionally, as the City is
considered a primary government for financial reporting purposes, its activities are not considered a part
of any other governmental or other type of reporting entity.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Reporting Entity - Continued

Considerations regarding the potential for inclusion of other entities, organizations, or functions in the
City’s financial reporting entity are based on criteria prescribed by generally accepted accounting
principles. These same criteria are evaluated in considering whether the City is part of any other
governmental or other type of reporting entity. The overriding elements associated with prescribed
criteria considered in determining that the City’s financial reporting entity status is that of a primary
government are: that it has a separately elected governing body; it is legally separate; and it is fiscally
independent of other state and local governments.

Additionally prescribed criteria under generally accepted accounting principles include considerations
pertaining to organizations for which the primary government is financially accountable; and
considerations pertaining to other organizations for which the nature and significance of their relationship
with the primary government are such that exclusion would cause the reporting entity’s financial
statements to be misleading or incomplete.

The members of City council (the "members") are elected by the public and have the authority to make
decisions, appoint administrators and managers, and significantly influence operations. It also has the
primary accountability for fiscal matters. Therefore, the City is a financial reporting entity as defined by
the Governmental Accounting Standards Board (GASB) in its GASB Statement No. 61, “The Financial
Reporting Entity: Omnibus - an amendment of GASB Statements No. 14. and No. 34”. There are no
component units included within the reporting entity.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
changes in net position) report financial information on all of the nonfiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and charges
for support.

The statement of activities demonstrates the degree to which the direct expenses of a given program
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers or applicants who purchase,
use or directly benefit from goods, services, or privileges provided by a given program and 2) operating
or capital grants and contributions that are restricted to meeting operational or capital requirements of a
particular program. Taxes and other items not properly included among program revenues are reported
instead as general revenues.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Government-wide and Fund Financial Statements - Continued

Interfund activities between governmental funds appear as due to/due from on the Governmental Funds
Balance Sheet and as other resources and other uses on the Governmental Funds Statement of
Revenues, Expenditure and Changes in Fund Balance. All interfund transactions between governmental
funds are eliminated on the government-wide statements. Interfund activities between governmental
funds and proprietary funds remain as receivables and payables on the government-wide statement of
net position.

Separate financial statements are provided for governmental funds and proprietary funds. The City does
not have any fiduciary funds. Major individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements. The City has only one proprietary fund.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the City
considers revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and claims
and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, municipal court revenues and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered measurable and available only when cash
is received by the government.

The City has presented the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial resources of the
City, except those required to be accounted for in another fund. All general tax revenues and other
receipts that are not restricted by law or contractual agreement to some other fund are accounted
for in this fund. General operating expenditures, fixed charges and capital improvement costs that
are not paid through other funds are paid from the General Fund.

The Debt Service Fund accounts for the accumulation of resources for the annual payment of
general long-term debt principal and interest of the governmental funds.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Continued

The City reports the following major proprietary fund:

The Enterprise Fund is used to account for the provision of water, sewer and sanitation services to
the residents of the City. Activities of the fund include administration, operations and maintenance
of the water and sewer system and billing and collection activities. The fund also accounts for the
accumulation of resources for, and the payment of, long-term debt principal and interest for water
and sewer debt. All costs are financed through charges to utility and sanitation customers with
rates reviewed regularly and adjusted if necessary to ensure integrity of the funds.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, and 2) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations.

The principal operating revenues of the City’'s Enterprise Fund are charges to customers for sales
and services. The City also recognized as operating revenue the portion of tap fees intended to
recover the cost of connecting new customers to the water and sewer system. Operating expenses
for the Enterprise Fund includes the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses. When both restricted and unrestricted resources are
available for use, it is the City’s policy to use restricted resources first, and then unrestricted
resources as they are needed.

New Pronouncements

GASB issues statements on a routine basis with the intent to provide authoritative guidance on the
preparation of financial statements and to improve governmental accounting and financial reporting of
governmental entities. Management reviews these statements to ensure that preparation of its financial
statements are in conformity with generally accepted accounting principles and to anticipate changes in
those requirements. The following recent GASB Statements reflect the action and consideration of
management regarding these requirements:

GASB Statement No. 68, “Accounting and Financial Reporting for Pensions — an amendment of GASB
Statement No. 277, was issued June 2012. The statement was implemented and did have a material effect
on the financial statements of the City. This statement is effective for periods beginning after June 15, 2014.

GASB Statement No. 69, “Government Combinations and Disposals of Government Operations”, was
issued January 2013. The statement was implemented and did not have a material effect on the financial
statements of the City. This statement is effective for periods beginning after December 15, 2013.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

New Pronouncements - Continued

GASB Statement No. 70, “Accounting and Financial Reporting for Nonexchange Financial Guarantees”,
was issued April 2013. The statement was implemented and did not have a material effect on the City’s
financial statements. This statement is effective for periods beginning after June 15, 2013.

GASB Statement No. 71, “Pension Transition for Contributions Made Subsequent to the Measurement
Date — an amendment of GASB Statement No. 68", was issued November 2013. The statement was
implemented and did have a material effect on the financial statements of the City. This statement is
effective for periods beginning after June 15, 2014.

GASB No. 72, “Fair Value Measurement and Application” was issued February 2015. The statement was
implemented and did not have a material effect on the financial statements of the City. This statement is
effective for periods beginning after June 15, 2015.

GASB No. 73, “Accounting and Financial Reporting for Pensions and Related Assets That Are Not Within
the Scope of GASB Statement 68, and Amendments to Certain Provisions of Statements 67 and 68" was
issued June 2015. The management of the City does not expect the implementation of this standard to
have a material effect on the financial statements of the City. This statement is effective for periods
beginning after June 15, 2016.

GASB No. 74, “Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans” was
issued June 2015. The management of the City does not expect the implementation of this standard to
have a material effect on the financial statements of the City. This statement is effective for periods
beginning after June 15, 2016.

GASB No. 75, “Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions”
was issued June 2015. The management of the City does not expect the implementation of this standard
to have a material effect on the financial statements of the City. This statement is effective for periods
beginning after June 15, 2017.

GASB No. 76, “The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments” was issued June 2015. The statement was implemented and did have a material effect on
the financial statements of the City. This statement is effective for periods beginning after June 15, 2015.

GASB No. 77 “Tax Abatement Disclosures” was issued in August 2015. The management of the City does
not expect the implementation of this standard to have a material effect on the financial statements of the
City. This statement is effective for periods beginning after December 15, 2015.

GASB No. 78, “Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans”
was issued in December 2015. The management of the City does not expect the implementation of this
standard to have a material effect on the financial statements of the City. This statement is effective for
periods beginning after December 15, 2015.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

New Pronouncements - Continued

GASB No. 79, “Certain External Investment Pools and Pool Participants” was issued in December 2015.
The statement was implemented and did not have a material effect on the financial statements of the City.
This statement is effective for periods beginning after June 15, 2015, except for the provisions in
paragraphs 18, 19, 23-26, and 40, which is effective for reporting periods beginning after December 15,
2015.

GASB No. 80 “Blending Requirements for Certain Component Units and amendment of GASB No. 14”
was issued in January 2016. The management of the City does not expect the implementation of this
standard to have a material effect on the financial statements of the City. This statement is effective for
periods beginning after June 15, 2016.

GASB No. 81 “Irrevocable Split-Interest Agreements” was issued in March 2016. The management of
the City does not expect the implementation of this standard to have a material effect on the financial
statements of the City. The requirements of this Statement are effective for periods beginning after
December 15, 2016.

GASB No. 82 “Pension Issues — an amendment of GASB No. 67, No. 68, and No. 73” was issued in
March 2016. The management of the City does not expect the implementation of this standard to have a
material effect on the financial statements of the City. The requirements of this Statement are effective
for periods beginning after June 15, 2016.

Budgetary Data

All departments of the City submit requests for appropriation to the City Secretary so that a budget may
be prepared. The budget is prepared by fund and includes requested appropriations for the next year.
The proposed budget is presented to the Mayor and City Council for review. The City Council holds
budget workshops and may add to, subtract from, or change appropriations. A public hearing is held
prior to adoption.

Once the budget is adopted, expenditures may not legally exceed total appropriations at the fund level.
Line item and department budgets may exceed appropriated amounts at the discretion of the City
Council as long as total expenditures for the fund do not exceed appropriated amounts. Revisions to the
budget were made during the year. Appropriations not exercised in the current year lapse at the end of
the year.

The City adopts annual budgets for all significant governmental fund types (General Fund, Debt Service
Fund, and Special Revenue Fund) and proprietary fund type (Enterprise Fund).

The City prepares its annual budget on a generally accepted accounting principles basis (GAAP basis).
The budget and all transactions are presented in accordance with the City’'s GAAP basis in the
Statement of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual — General,
Debt Service and Enterprise Fund to provide a meaningful comparison of actual results with the budget.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Encumbrances

The City utilizes encumbrance accounting, in its governmental funds. Encumbrances represent
commitments related to contracts not yet performed (executor contracts), and are used to control
expenditures for the period and to enhance cash management. The City often issues purchase orders or
signs contracts for the purchase of goods and services to be received in the future. At the time these
commitments are made, which in its simplest form means that when a purchase order is prepared, the
appropriate account is checked for available funds. If an adequate balance exists, the amount of the order
is immediately charged to the account to reduce the available balance for control purposes. The
encumbrance account does not represent an expenditure for the period, only a commitment to expend
resources.

Prior to the end of the current period, every effort should be made to liquidate outstanding encumbrances.
When encumbrances are outstanding at the current period end, the City likely will honor the open purchase
orders or contracts that support the encumbrances. For reporting purposes, as noted earlier, outstanding
encumbrances are not considered expenditures for the current period. If the City allows encumbrances to
lapse, even though it plans to honor the encumbrances, the appropriations authority expires and the items
represented by the encumbrances are usually re-appropriated in the following year's budget. Open
encumbrances at current period-end are included in restricted, committed or assigned fund balance, as
appropriate.

The City’s encumbrances amounted to $ 17,230 in general fund as September 30, 2016.

Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits and short-term investments with an
original maturity date of three months or less. For purposes of the cash flow statement, cash and
temporary investments are considered cash equivalents. Temporary investments are stated at cost.
State statutes authorize the government to invest in obligations of the U. S. Treasury, commercial paper,
corporate bonds and repurchase agreements.

Inventory

The City uses the purchase method of accounting for inventory. In the purchase method of accounting
for inventory, purchases of gasoline and office supplies are recorded as expenditures when acquired.
Inventory on hand at the end of the year is recorded as an asset and a reservation of fund balance if
significant. Inventory at September 30, 2016 was not significant and therefore, is not recorded.

Interfund Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund
loans) or “advances to/from other funds” (i.e., the non-current portion of interfund loans). All outstanding
balances between funds are reported as “due to/from other funds”. The City had no advances between
funds. See Note 6 for additional discussion of interfund receivables and payables.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Capital Assets

Capital assets, which includes land, buildings, furniture, equipment and vehicles, infrastructure, and
construction in progress are reported in the applicable governmental or business-type activities columns
in the government-wide financial statements and in the fund financial statements for proprietary funds.
All capital assets are valued at historical cost or estimated historical cost if actual historical is not
available. Donated assets are valued at their fair market value on the date donated. Repairs and
maintenance are recorded as expenses. Renewals and betterments are capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities is included as part of the
capitalized value of the assets constructed. The amount of interest cost to be capitalized on assets with
tax-exempt borrowing is equal to the cost of the borrowing less interest earned on the related tax-exempt
borrowing. During the year ended September 30, 2016, no capitalized interest was recorded.

Assets capitalized have an original cost of $ 5,000 or more and over three years of useful life.
Depreciation has been calculated on each class of depreciable property using the straight-line method.
Estimated useful lives are as follows:

Buildings 31-40 Years
Furniture, equipment and vehicles 5-10 Years
Infrastructure:
Water and sewer system 45 Years
General infrastructure assets 40-45 Years

Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of January 1 for all real and
business property located in the City in conformity with Subtitle E, Texas Property Tax Code. Taxes are
due upon receipt of the tax bill and are past due and subject to interest if not paid by February 1 of the
year following the October 1 levy date. On January 31 of each year, a tax lien attaches to property to
secure the payment of all taxes, penalties, and interest ultimately imposed.

The appraisal and recording of all property within the City is the responsibility of the Brazoria County
Appraisal District (BCAD), an independent governmental unit with a board of directors appointed by the
taxing jurisdictions within the county and funded from assessments against those taxing jurisdictions.
BCAD is required by law to assess property at 100% of its appraised value. Real property must be
reappraised at least every two years. Under certain circumstances taxpayers and taxing units, including
the City, may challenge orders of the BCAD Review Board through various appeals and, if necessary,
legal action.
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CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Property Taxes - Continued

The assessed value of the property tax roll on July 13, 2015, upon which the levy for the 2015-16 fiscal
year was based, was $ 194,446,838. Taxes are delinquent if not paid by January 31. Delinquent taxes
are subject to penalty and Interest charges plus 20% delinquent collection fees for attorney costs.

The tax rates assessed for the year ended September 30, 2016, to finance general fund operations and
the payment of principal and interest on general obligation long-term debt were $ 0.65336 and $ 0.08232
per $ 100 valuation, respectively, for a total of $ 0.73568 per $ 100 valuation.

Current tax collections for the year ended September 30, 2016 were 100.00% of the year-end adjusted
tax levy. Delinquent taxes are prorated between maintenance and debt service based on rates adopted
for the year of the levy. Allowances for uncollectible taxes within the general and debt service funds are
based on historical experience in collecting taxes. Uncollectible personal property taxes are periodically
reviewed and written off, but the City is prohibited from writing off real property taxes without specific
statutory authority from the Texas Legislature. As of September 30, 2016, property taxes receivable, net
of estimated uncollectible taxes, totaled $ 22,987 and $ 2,946 for the general and debt service funds,
respectively.

Deferred Outflows and Inflows of Resources

Guidance for deferred outflows of resources and deferred inflows of resources is provided by GASB No.
63, “Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net
Position”. Concepts Statement No. 4, Elements of Financial Statements, introduced and defined those
elements as a consumption of net position by the government that is applicable to a future reporting
period, and an acquisition of net position by the government that is applicable to a future period,
respectively. Previous financial reporting standards do not include guidance for reporting those financial
statement elements, which are distinct from assets and liabilities. Further, GASB No. 65, “ltems
Previously Reported as Assets and Liabilities”, had an objective to either (a) properly classify certain
items that were previously reported as assets and liabilities as deferred outflows of resources or
deferred inflows of resources or (b) recognize certain items that were previously reported as assets and
liabilities as outflows of resources (expenses or expenditures) or inflows of resources (revenues).

Pension Plans

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

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Long-Term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net position. Bond premiums and
discounts are deferred and amortized over the life of the bonds using the straight-line method. Bonds
payable are reported net of the applicable bond premium or discount. The City has not recorded any
bond premiums and discounts. Bond issuance costs are reported as expenditures or expenses in the
current period.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of the debt issued is reported
as other financing resources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures. The City has not received any premiums and or discounts on debt issuances.

Fund Balances

The City Council of Trustees meets on a regular basis to manage and review cash financial activities
and to ensure compliance with established policies. The City’s Unassigned General Fund Balance is
maintained to provide the City with sufficient working capital and a margin of safety to address local and
regional emergencies without borrowing. The unassigned General Fund Balance may only be
appropriated by resolution of the City Council. Fund Balance of the City may be committed for a specific
source by formal action of the City Council. Amendments or modifications of the committed fund balance
must also be approved by formal action by the City Council. When it is appropriate for fund balance to
be assigned, the City Council delegates authority to the City Manager or City Secretary. In
circumstances where an expenditure is to be made for a purpose for which amounts are available in
multiple fund balance classifications, the order in which resources will be expended as follows: restricted
fund balance, followed by committed fund balance, assigned fund balance, and lastly, unassigned fund
balance.

Beginning with fiscal 2011, the City implemented GASB Statement No. 54, “Fund Balance, Reporting
and Governmental Fund Type Definitions”. This Statement provides more clearly defined fund balance
categories to make the nature and extent of the constraints placed on government’s fund balance more
transparent. The following classifications describe the relative strength of spending constraints:

Nonspendable Fund Balance - Includes amounts that cannot be spent because they are either not in
spendable form, or, for legal or contractual reasons, must be kept intact. This classification includes
inventories, prepaid amounts, assets held for sale, and long-term receivables.
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Fund Balances - Continued

Restricted Fund Balance - Constraints placed on the use of these resources are either externally
imposed by creditors (such as through debt covenants), grantors, contributors or other governments;
or are imposed by law (through constitutional provisions of enabling legislation).

Committed Fund Balance - Amounts that can only be used for specific purposes because of a formal
action (resolution or ordinance) by the government’s highest level of decision-making authority.

Assigned Fund Balance - Amounts that are constrained by the City’s intent to be used for specific
purposes, but that do not meet the criteria to be classified as restricted or committed. Intent can be
stipulated by the governing body, another body (such as a Finance Committee), or by an official to
whom that authority has been given. With the exception of the General Fund, this is the residual fund
balance classification for all governmental funds with positive balances.

Unassigned Fund Balance - This is the residual classification of the General Fund. Only the General
Fund reports a positive unassigned fund balance. Other governmental funds might report a negative
balance in this classification, as the result of overspending for specific purposes for which amount had
been restricted, committed or assigned.

As of September 30, 2016, non-spendable fund balance includes $ 100,896 for long-term receivable and
$ 1,875 for prepaid items in the general fund. Restricted fund balances include $ 859 for park, $ 6,219
for court security and technology, $ 748 for police training in the general fund, $ 105,512 for debt service
in the debt service fund, and $ 20,941 for street beautification and $ 69,446 for transportation in the
special revenue funds. Committed fund balance includes $ 13,430 for insurance, $ 73,823 for capital
improvement, $ 35,290 for equipment replacement, and $ 118,195 for crime control and prevention in
the general fund. Unassigned fund balance includes $ 1,160,743 in the general fund.

Net Position

Net position represents the differences between assets, deferred outflows of resources, liabilities and
deferred inflows of resources. Net investment in capital assets, consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any borrowing used for the
acquisition, construction or improvements of those assets, and adding back unspent proceeds. Net
position is reported as restricted when there are limitations imposed on their use either through the
enabling legislations adopted by the City or through external restrictions imposed by creditors, grantors
or laws or regulations of other governments.

NOTE 2 - DEPOSITS, INVESTMENTS AND DERIVATIVES

The City classifies deposits and investments for financial statement purposes as cash and temporary
investments, and investments based upon both liquidity (demand deposits) and maturity date (deposits
and investments) of the asset at the date of purchase. For this purpose, a temporary investment is one
that when purchased had a maturity date of three months or less.
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Cash and temporary investments, and investments, as reported on the statement of net position at
September 30, 2016, are as follows:

Unrestricted Restricted Total
Cash and Temporary Investments:
Cash (petty cash accounts) $ 800 $ $ 800
Financial Institution Deposits:
Demand deposits 31,613 31,613
Certificates of deposit 195,718 195,718
Local Government Investment Pool:
Texpool 102,863 65,010 167,873
TexStar 51,234 51,234
Logic 110,303 785 111,088
Total cash and temporary investments 492,531 65,795 558,326
Investments:
Financial Institution Deposits:
Certificates of deposit 222,614 86,641 309,255
Total $ 715145 $_ 152,436 $__ 867,581
Deposits

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a financial institution
failure, the City’s deposits may not be returned to them. The City requires that all deposits with financial
institutions be collateralized in an amount equal to 100 percent of uninsured balances.

All deposits with financial institutions must be collateralized in an amount equal to 100 percent of
uninsured balances. At year end, except for $ 800 of petty cash, the carrying amount of the City's
deposits was $ 536,586, while the financial institution balances totaled $ 563,230. Of the financial
institution balances, $ 376,748 was covered by federal depository insurance, and $ 186,482 was
covered by collateral held by the City's agent in the City's name.

Investments

Chapter 2256 of the Texas Government Code (the Public Funds Investment Act) authorizes the City to
invest its funds under written investment policy (the “investment policy”) that primarily emphasizes safety of
principal and liquidity, addresses investment diversification, yield, and maturity and addresses the quality
and capability of investment personnel. This investment policy defines what constitutes the legal list of
investments allowed under the policies, which excludes certain instruments allowed under chapter 2256 of
the Texas Government Code.
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Investments - Continued

The City’s deposits and investments are invested pursuant to the investment policy, which is approved by
the City Council. The investment policy includes lists of authorized investment instruments and allowable
stated maturity of individual investments. In addition it includes and “Investment Strategy Statement” that
specifically addresses each investment option and describes the priorities of suitability of investment type,
preservation and safety of principal, liquidity, marketability, diversification and yield. Additionally, the
soundness of financial institutions (including broker/dealers) in which the City will deposit funds is
addressed. The City’s investment policy and types of investments are governed by the Public Funds
Investment Act (PFIA). The City’s management believes it complied with the requirements of the PFIA and
the City’s investment policy.

The City’s Investment Officer submits an investment report each quarter to the City Council. The report
details the investment positions of the City and the compliance of the investment portfolio’s as they relate to
both the adopted investment strategy statements and Texas State law.

The City is authorized to invest in the following investment instruments provided that they meet the
guidelines of the investment policy:

1. Obligations of, or guaranteed by, governmental entities as permitted by Government Code

2256.009;

Certificates of deposit and share certificates as permitted by Government Code 2256.010;

Fully collateralized repurchase agreements permitted by Government Code 2256.011;

Banker’s acceptances as permitted by Government Code 2256.012;

Commercial paper as permitted by Government Code 2256.013;

No-load money market mutual funds and no-load mutual funds as permitted by Government Code

2256.014;

7. A guaranteed investment contract as an investment vehicle for bond proceeds, provided it meets
the criteria and eligibility requirements established by Government Code 2256.015; and

8. Public funds investment pools as permitted by Government Code 2256.016.

ok whN

The City is invested in a certificate of deposit at Brazos National Bank and First National Bank to provide
its liquidity needs. It has a maturity of less than 365 days. This investment is insured, registered, or the
City’s agent holds the securities in the City’s name; therefore, the City is not exposed to custodial credit
risk.

The City participates in three Local Government Investment Pools (LGIPs): TexPool, Logic, and
TexSTAR. The State Comptroller oversees TexPool and Federated Investors managing the daily
operations of the pool under a contract with the State Comptroller. Although there is no regulatory
oversight over Logic and TexSTAR, advisory boards consisting of participants or their designees,
maintains oversight responsibility for Logic and TexSTAR.
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Investments - Continued

The City invests in TexPool, Logic, and TexSTAR to provide its liquidity needs. TexPool, Logic, and
TexSTAR are local government investment pools that were established in conformity with the Interlocal
Cooperation Act, Chapter 791 of the Texas Government Code and the Public Funds Investment Act,
Chapter 2256 of the Code. TexPool, Logic, and TexSTAR are 2(a)7 like funds, meaning that they are
structured similar to a money market mutual fund. Such funds allow shareholders the ability to deposit or
withdraw funds on a daily basis. Interest rates are also adjusted on a daily basis. Such funds seek to
maintain a constant net asset value of $ 1.00, although this cannot be fully guaranteed. TexPool, Logic,
and TexSTAR are rated AAAm and must maintain a dollar weighted average maturity not to exceed 60
days, which is the limit. At September 30, 2016 TexPool, Logic, and TexSTAR had a weighted average
maturity of 44 days, 34 days, and 40 days, respectively. Although TexPool, Logic, and TexSTAR
portfolios had a weighted average maturity of 44 days, 34 days, and 40 days, respectively, the City
considers holdings in these funds to have a one day weighted average maturity. This is due to the fact
that the share position can usually be redeemed each day at the discretion of the shareholder, unless
there has been a significant change in value.

The following table includes the portfolio balances of all investment types of the City at September 30,
2016.

Weighted
Average
Maturity Interest Maturity Investment
Date Rate (Days) Balance
Certificate of Deposit 11-15-16 0.10% 46 $ 90,660
Certificate of Deposit 12-24-16 0.50% 85 105,058
Certificate of Deposit 01-07-17 0.20% 99 124,695
Certificate of Deposit 01-26-17 0.15% 118 58,229
Certificate of Deposit 02-13-17 0.20% 136 126,331
Total Certificates of Deposit 88 504,973
Local Government Investment Pool:

TexPool N/A Varies daily 44 167,873
TexSTAR N/A Varies daily 34 51,234
Logic N/A Varies daily 40 111,088
Total Local Government Investment Pool 44 330,195
Total investments 71 $__ 835,168

Credit Risk - As of September 30, 2016, the LGIPs (which represent approximately 39.5% of the
investment portfolio) are rated AAAm by Standard and Poor’s or AAA by Finch, while the remainder is
invested in fully secured certificates of deposit.
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Investments - Continued

Interest Rate Risk - As a means of minimizing risk of loss due to interest rate fluctuations, the
Investment Policy requires that investment maturities will not exceed the lessor of a dollar weighted
average maturity of 365 days of the anticipated cash flow requirements of the funds. Quality sort-to-
medium term securities should be purchased, which complement each other in a structured manner that
minimizes risk and meets the City’s cash flow requirements.

Fair Value — The City categorizes its fair value measurements within the fair value hierarchy established
by GASB No 72. The hierarchy is based on the valuation inputs used to measure the fair value of the
asset. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical
assets or liabilities (level 1 measurement) and the lowest priority to unobservable inputs (level 3
measurements). The three levels of the fair value hierarchy are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Plan has the ability to access.

Level 2 Inputs to the valuation methodology include:
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
e Inputs other than quoted prices that are observable for the asset or liability;
e Inputs that are derived principally from or corroborated by observable market data
by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable
for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

The following table sets forth by level, within the fair value hierarchy, the City’s investment at fair value
as of September 30, 2016:

Level 1 Level 2 Level 3 Total
Local Governmental
Investment Pool $ 330,195 $ $ $ 330,195
Certificates of Deposit 504,973 504,973
Total assets at fair value $_ 835168 $ -0- $ -0- $_ 835,168
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Derivatives

Interest in derivative products has increased in recent years. Derivatives are investment products, which
may be a security or contract, which derives its value from another security, currency, commodity, or
index, regardless of the source of funds used. The City made no direct investments in derivatives during
the year ended September 30, 2016, and holds no direct investments in derivatives at September 30,
2016.

NOTE 3 - RECEIVABLES AND UNCOLLECTIBLE ACCOUNTS

Governmental Funds

Receivables as of September 30, 2016, for the government’s individual major funds including the
applicable allowances for uncollectible accounts, are as follows:

Debt
General Service
Fund Fund Total
Taxes:
Property $ 42,726 $ 5272 $ 47,998
Sales 108,715 108,715
Franchise 25,600 25,600
Accounts 629 629
Gross receivables 177,670 5,272 182,942
Less: Allowance for uncollectibles 19,739 2,326 22,065
Net total receivable $_ 157931 $ 2946 $__ 160,877

Proprietary Fund

Accounts receivable of $ 209,303 related to the proprietary fund consisted of amounts due from charges
for services provided to customers. The City specifically identifies accounts to be written off prior to year-
end. Accordingly, an allowance for doubtful accounts is not considered necessary.

Municipal Court Receivables

Municipal court receivables are reported in the governmental activities statement of net position. Since
these receivables do not represent current available resources, they are not reported in the governmental
funds balance sheet. The allowance for uncollectible receivables related to municipal court assessments is
determined based on historical experience and evaluation of collectibility in relation to the aging of
customer accounts. Municipal court receivables and the allowance for uncollectible for the year ended
September 30, 2016 were $ 126,683 and $103,320, respectively.
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NOTE 4 - DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES AND UNEARNED REVENUE

Governmental Funds

Governmental funds defer the recognition of revenue in connection with receivables that are considered
to be unavailable to liquidate liabilities of the current period and report these amounts as deferred inflows
of resources. Governmental funds also defer revenue recognition in connection with resources that have
been received, but not yet earned and report these amounts as a liability (unearned revenue). There is
no unearned revenue as of September 30, 2016.

As of September 30, 2016, the following components of deferred inflows of resources were reported in
the governmental funds:
Deferred
Inflows of
Resources

(Unavailable)

Delinquent property taxes receivable (general fund) $ 20,043
Delinquent property taxes receivable (debt service fund) 2,552

Total deferred inflows of resources $ 22,595

Governmental and Business-Type Activities

Governmental and business-type activities defer the recognition of pension expense for contributions
made from the measurement date to the current year-end of September 30, 2016 and report these as
deferred outflows of resources. Governmental and business-type activities also defer revenue
recognition in connection with resources that have been received, but not yet earned and report these
amounts as a deferred inflow of resources. Further, for governmental and business-type activities, like
governmental funds, defer revenue recognition in connection with resources that have been received,
but not yet earned and report these amounts as a liability (unearned revenue).

As of September 30, 2016, the various components of deferred inflows and outflows of resources
reported in the governmental and business-type activities were as follows:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Governmental Activities
TMRS deferred inflows and outflows of resources

less current amortization $ 170,398 $ 73,052
TESRS deferred outflows of resources less current amortization 8,678
Pension contributions subsequent to the measurement date 84,831

Totals $_ 263907 $ 73.052
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Governmental and Business-Type Activities - Continued

Business-Type Activities
TMRS deferred inflows and outflows of resources

less current amortization $ 31,090 $ 13,329
Pension contributions subsequent to the measurement date 13,312
Totals $ 44,402 $ 13,329

There were no unearned revenues reported in the governmental and business-type activities as of
September 30, 2016.

NOTE 5 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Interfund Receivables and Payables

Interfund balances at September 30, 2016 consisted of the following individual fund receivables and
payables:

Fund Receivable Payable
General Fund:
Enterprise fund $ 880,036 $
Special revenue fund 8,810
Debt service fund 10,930
Total general fund 880,036 19,740
Debt Service Fund:
General fund 10,930
Special Revenue Fund:
General fund 8,810
Enterprise Fund:
General fund 880,036
Totals $_ 899,776 $_ 899,776
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Interfund Receivables and Payables - Continued

During the year ended September 30, 2009, the General Fund loaned the Enterprise Fund $ 140,000 for
the relocation of water and sewer lines on the FM 2004 expansion project. This loan is considered a long-
term receivable in the General Fund and a long-term payable in the Enterprise Fund. Monthly principal and
interest payments are required with a 2.00% interest rate. From fiscal year 2013 to 2016, the enterprise
fund made no payments to the General Fund, therefore $ 7,576 interest was past due as of September 30,
2016. The following is the repayment schedule as of September 30, 2016:

Year Ended
September 30, Principal Interest Total

2017 $ 13,564 $ 9,470 $ 23,034
2018 13,838 1,620 15,458
2019 14,117 1,341 15,458
2020 14,402 1,056 15,458
2021 14,693 765 15,458

2022-2023 30,282 635 30,917

$__ 100,896 $ 14887 $ 115,783

Other interfund balances represent short-term borrowing primarily for cash flow purposes. These include
revenue or expenditure/expenses adjustment between funds at or near year-end.

Interfund Transfers

Interfund transfers for the year ended September 30, 2016 consisted of the following individual fund
transfers in and transfers out:

Transferring Fund Receiving Fund Amount
General Fund Special Revenue Fund $ 1,000
Special Revenue Fund Enterprise Fund 5,900
$ 6,900

These transfers were approved by the City Council to cover planned expenditures in special revenue fund
and enterprise fund.
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NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2016, was as follows:

Governmental Activities:
Capital Assets, Not Being Depreciated:
Land

Total capital assets, not being depreciated

Capital Assets, Being Depreciated:
Buildings
Equipment
Infrastructure

Total capital assets, being depreciated

Less Accumulated Depreciation For:
Buildings
Equipment
Infrastructure

Total accumulated depreciation
Total capital assets, being depreciated, net

Governmental activities capital assets, net

Business-type Activities:

Capital Assets, Not Being Depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capital Assets, Being Depreciated:
Buildings
Equipment
Infrastructure

Total capital assets, being depreciated

Less Accumulated Depreciation For:
Buildings
Equipment
Infrastructure

Total accumulated depreciation
Total capital assets, being depreciated, net

Business-type activities capital assets, net

Balance Balance
10/01/15 Additions Retirements 09/30/16
$ 303,720 $ 31542 $ $ 335,262

303,720 31,542 -0- 335,262
1,933,025 1,933,025
1,657,540 135,053 1,792,593
10,375,968 10,375,968
13,966,533 135,053 -0- 14,101,586

248,613 49,081 297,694
1,288,358 149,455 1,437,813
3,355,921 204,225 3,560,146
4,892,892 402,761 -0- 5,295,653
9,073,641 $(  267,708) $ -0- 8,805,933

$_9,377.361 $_9,141,195
$ 122580 $ $ $ 122,580

147,224 129,777 243,210 33,791

269,804 129,777 243,210 156,371

193,270 193,270

303,526 15,905 287,621
10,904,166 464,208 11,368,374
11,400,962 464,208 15,905 11,849.265

102,409 6,494 108,903

225,269 25,439 15,905 234,803
4.376,329 307,146 4.683,475
4,704,007 339,079 15,905 5,027,181
6,696,955 $_ 125129 $ -0- 6,822,084

$_ 6,966,759 $_6,978,455
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NOTE 6 - CAPITAL ASSETS - Continued

Depreciation expense was charged to functions/programs of the City as follows:

Governmental Activities:

General administration $ 62,627
City maintenance 3,025
Streets and drainage 208,224
Police department 56,961
Fire department 53,042
Parks and recreation 18,882

Total depreciation expense-governmental activities $_ 402,761

Business-type Activities:

Water and sewer $ 339,079

Total depreciation expense-business-type activities $__ 339,079

Contributed Capital

During the year ended September 30, 2016 the City received contributed capital in the amount of $ 90,027
which is reported within business-type activities as construction in progress of $ 16,291 and fixed assets of
$ 73,736.

Governmental Fund Construction Commitments

The City has no governmental fund construction commitment at September 30, 2016.

Proprietary Fund Construction Commitments

The City has no proprietary fund construction commitment at September 30, 2016.

NOTE 7 - LONG-TERM DEBT

General Obligation Bonds/Certificates of Obligation

In July 2011, the City issued City of Richwood, Texas General Obligation Refunding Bonds, Series 2011 in
the amount of $ 740,000 to refund the City of Richwood, Texas Tax and Revenue Certificates of Obligation
Bonds, Series 1999. Interest rate for these bonds is 3.13%.

In July 2012, the City issued City of Richwood, Texas Combined Tax and Revenue Certificates of
Obligation Bonds, Series 2012 in the amount of $ 1,115,000 to fund the purchase and construction of the
new city hall.
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General Obligation Bonds/Certificates of Obligation - Continued

General obligation bonds and certificates of obligation payable for governmental activities at September 30,
2016, are summarized as follows:

Series Dates Bonds
Interest Outstanding
Rates % Issued Maturity Callable 09/30/16
General Obligation
Refunding Bonds, Series 2011  3.13% 2011 2024 $ 495,000
Certificate of Obligation Bond,
Series 2012 2.00-3.50% 2012 2032 940,000
Total $_ 1,435,000

General obligation bond transactions for the year ended September 30, 2016 were as follows:

Bonds outstanding, October 1, 2015 $ 1,535,000
Maturities (__100,000)
Bonds outstanding, September 30, 2016 $_ 1,435,000

The following is a summary of general obligation and certificate of obligation bond requirements for
governmental activities by year as of September 30, 2016:

Year Ending Total
September 30, Principal Interest Requirements
2017 $ 100,000 $ 45444 $ 145,444
2018 110,000 42,822 152,822
2019 105,000 39,944 144,944
2020 110,000 37,223 147,223
2021 115,000 33,845 148,845
2022-2026 485,000 114,602 599,602
2027-2031 335,000 48,825 383,825
2032 75,000 2,625 77,625
Total $_1435,000 $ 365,330 $__ 1,800,330
Notes

During the year ended September 30, 2013, the City received a loan of $ 300,000 from the First National
Bank of Lake Jackson to finance the completion of the City Hall building. Quarterly principal and interest
payments of $ 5,347 are required with a 3.75% interest rate. During the year ended September 30,
2016, the City paid $ 11,079 in principle and $ 10,310 in interest.
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Notes - Continued

The following is the note repayment schedule as of September 30, 2016:

Year Ending Total
September 30, Principal Interest Requirements
2017 $ 14,443 $ 12,293 $ 26,736
2018 12,050 9,339 21,389
2019 12,508 8,881 21,389
2020 12,984 8,405 21,389
2021 13,478 7,911 21,389
2022-2026 75,476 31,467 106,943
2027-2031 90,962 15,981 106,943
2032-2033 36,065 1,365 37,430
Total $_ 267,966 $ 95,642 $ 363,608

Revenue Bonds/Certificates of Obligation

In July 2004, the City issued $ 500,000 of City of Richwood, Texas Combination Tax and Revenue
Certificates of Obligation, Series 2004 to finance improvements to the existing wastewater system (the
“Project”). Interest rates on these bonds range from 2.75% to 5.70%. These certificates of obligation
were purchased by the Texas Water Development Board.

In July 2011, the City issued $ 770,000 of City of Richwood, Texas Combination Tax and Revenue
Certificates of Obligation, Series 2011 to finance improvements to the existing wastewater system.
Interest rates on these bonds were 3.89%.

Revenue and certificates of obligation payable from business-type activities at September 30, 2016, are
summarized as follows:

Series Dates Bonds
Interest Outstanding
Rates % Issued Maturity Callable 09/30/15
Certificates of Obligation:
Combination Tax and
Revenue, Series 2004 2.75-5.70 2004 2025 $ 285,000
Combination Tax and
Revenue, Series 2011 3.89 2011 2031 2020 630,000
Total $ 915,000
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Revenue Bonds/Certificates of Obligation - Continued

Revenue bonds and certificates of obligation transactions for the year ended September 30, 2016 were as
follows:

Bonds outstanding, October 1, 2015 $ 970,000
Maturities ( 55,000)
Bonds outstanding, September 30, 2016 $ 915,000

The following is a summary of revenue and certificates of obligation bond requirements for business
type activities by year as of September 30, 2016:

Year Ending Total
September 30, Principal Interest Requirements
2017 $ 55,000 $ 39,420 $ 94,420
2018 55,000 36,965 91,965
2019 65,000 34,361 99,361
2020 65,000 31,409 96,409
2021 65,000 28,428 93,428
2022-2026 350,000 92,301 442,301
2027-2031 260,000 31,704 291,704
Total $_ 915,000 $_ 394588 $__ 1,209,588

Transactions for the year ended September 30, 2016 are summarized as follows:

Balance Issues or Payments or Balance Due Within
10/01/15 Additions  Expenditures _ 09/30/16 One Year

Governmental Type Activities:

Certificates of obligation $ 1,535,000 $ $ 100,000 $ 1,435,000 $ 100,000
Note payable 279,045 11,079 267,966 14,443

Component of Bonded Debt:
Premium on bonds 38,644 2,290 36,354 2,290
Accrued interest payable 7,661 7,170 7,661 7,170 7,170
Net pension liability** 451,764 548,359 405,071 595,052 59,505
Total governmental activities 2,312,114 555,529 526,101 2,341,542 183,408

(continued)

-64-
111



CITY OF RICHWOOD
Richwood, Texas

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended September 30, 2016

NOTE 7 - LONG-TERM DEBT - Continued

Balance Issues or Payments or Balance Due Within
10/01/15 Additions  Expenditures _ 09/30/16 One Year
Business Type Activities:
Certificates of obligation $ 970,000 $ $ 55,000 $ 915,000 $ 55,000
Capital lease* 549,909 52,069 497,840 52,069
Component of Bonded Debt:
Accrued interest payable 22,145 20,369 22,145 20,369 20,369
Net pension liability** 56,846 94,181 51,078 99,949 9,995
Total business type activities 1,598,900 114,550 180,292 1,533,158 137,433
Less Portion Payable from
Restricted Assets:
Certificate of obligation bond 55,000 55,000 55,000 55,000 55,000
Accrued interest payable 7,743 7,331 7,743 7,331 7,331
Net business-type activities 1,536,157 52,219 117,549 1,470,827 75,102
Total government (net) $ 3848271 $ 607,748 $__ 643,650 $_3,812,369 $__ 258,510

*See Note 8 for capital lease.

*See Notes 10 and 11 for net pension liability.

NOTE 8 — LEASES

Capital Lease

In January 2014, the City entered into $ 600,000 Equipment Lease Purchase Agreement with Green

Campus Partners, LLC under lease classified as capital lease.

The interest rate related to the lease

obligation is 3.95% and the maturity date is January 2024. The City will have the option to purchase the
Equipment, upon giving written notice to Lessor at least 30 days before the date of purchase and may
exercise the option on or after January 31, 2020. During the year ended September 30, 2016, $ 52,069 of
lease expenses and $ 20,355 of interest expenses related to this lease were paid.
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NOTE 8 - LEASES - Continued

Capital Lease - Continued

The following is a schedule showing the future minimum lease payments:

Year Ending Total
September 30, Principal Interest Requirements
2017 $ 54,126 $ 19,665 $ 73,791
2018 56,264 17,527 73,791
2019 58,486 15,304 73,790
2020 60,796 12,994 73,790
2021 63,198 10,593 73,791
2022-2024 204,970 16,402 221,372
Total $_ 497840 $ 92,485 $ 590,325

Operating Leases

In February of 2016, the City entered into a copier lease that will expire in February 2017. This lease is
considered for accounting purposes to be an operating lease. The lease is on a month-to-month basis.
Total governmental activities lease expenditures for the year ended September 30, 2016 were $ 7,191.

On February 26, 2010, the City’s Enterprise Fund entered into an interlocal waste water transmission
line lease agreement, an operating lease, with the City of Clute. The lease requires quarterly payments
on January 15, April 15, July 15, and October 15 of each year from 2010 to 2025. The lease requires
total payments of $ 2,413,627 with varying quarterly payment. During the year ended September 30,
2016 the business-type activities reported expenses in the amount of $ 134,366. The following are the
minimal lease payments required under this lease:

Year Ending Total
September 30, Requirements

2017 $ 135,592
2018 137,252
2019 139,087
2020 140,987
2021 142,953

2022-2026 630,915
Total $_ 1,326,786
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NOTE 9 - JOINT OPERATIONS

The City is party to an agreement with the City of Clute to share costs associated with the operation of
a sewer treatment plant. The percentage for sharing the operating expenses (excluding maintenance
and capital outlay) is determined based upon the metered flow of wastewater for each City. For the
year ended September 30, 2016, the City of Richwood’s portion of these expenses was determined to
be 25.70%, which amounted to $ 185,545. Further, the City of Richwood shares in 25.00% of
maintenance costs (including capital acquisitions) which amounted to $ 36,406 for the year ended
September 30, 2016. The City of Clute maintains both budgetary and accounting responsibility over
these operations.

NOTE 10 - TEXAS MUNICIPAL RETIREMENT SYSTEM PENSION PLAN

A. Plan Description

The City of Richwood participates as one of 866 plans in the nontraditional, join contributory, hybrid
defined benefit pension plan administered by the Texas Municipal Retirement System (TMRS).
TMRS is an agency created by the State of Texas and administered in accordance with the TMRS
Act, Subtitle G, Title 8, Texas Government Code (the TMRS Act) as an agent multiple-employer
retirement system for municipal employees in the State of Texas. The TMRS Act places the
general administration and management of the System with a six-member Board of Trustees.
Although the Governor, with the advice and consent of the Senate, appoints the Board, TMRS is
not fiscally dependent on the State of Texas. TMRS’s defined benefit pension plan is a tax-qualified
plan under Section 401(a) of the Internal Revenue Code. TMRS issues a publically available
comprehensive annual financial report (CAFR) that can be obtained at www.tmrs.com.

All eligible employees of the city are required to participate in TMRS.
B. Benefits Provided

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

At retirement, the benefit is calculated as if the sum of the employee’s contributions, with interest,
and the city-financed monetary credits with interest were used to purchase an annuity. Members
may choose to receive their retirement benefit in one of seven payment options. Member may also
choose to receive a portion of their benefit as a Partial Lump Sum Distribution in an amount equal
to 12, 24 or 36 monthly payments, which cannot exceed 75% of the member's deposits and
interest.

The plan provisions are adopted by the governing body of each city, within the options available in
the state statutes governing TMRS. Members in most cities can retire at age 60 and above with 5
or more years of service or with 20 years of service regardless of age. Some cities have elected
retirement eligibility with 25 years of service regardless of age. Most plans also provide death
benefits and all provide disability benefits. Effective January 1, 2002, members are vested after 5
years, unless a city opted to maintain 10-year vesting. Members may work for more than one
TMRS city during their career. If a member is vested in one TMRS city, he or she is immediately
vested upon employment with another TMRS city. Similarly, once a member has met the eligibility
requirements for retirement in a TMRS city, he or she is eligible in other TMRS cities as well.
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NOTE 10 - TEXAS MUNICIPAL RETIREMENT SYSTEM PENSION PLAN - Continued

Employees covered by benefit terms

At the December 31, 2015 valuation and measurement date, the following employees were covered
by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 12
Inactive employees entitled to but not yet receiving benefits 18
Active employees 23

53

C. Contributions

The contribution rates for employees in TMRS are either 5%, 6%, or 7% of employee gross
earnings, and the city matching percentages are either 100%, 150%, or 200%, both as adopted by
the governing body of the city. Under the state law governing TMRS, the contribution rate for each
city is determined annually by the actuary, using the Entry Age Normal (EAN) actuarial cost
method. The actuarially determined rate is the estimated amount necessary to finance the cost of
benefits earned by employees during the year, with an additional amount to finance any unfunded
accrued liability.

Employees for the City of Richwood were required to contribute 5.00% of their annual gross
earnings during the fiscal year. The contribution rates for the City of Richwood were 12.16% and
11.20% in the calendar years 2015 and 2016, respectively. The City’s contributions to TMRS for the
year ended September 30, 2016, were $ 121,452, and were equal to the required contributions.

D. Net Pension Liability
The City’s Net Pension Liability (NPL) was measured as of December 31, 2015, and the Total
Pension Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial

valuation as of that date.

Actuarial Assumptions

The Total Pension Liability in the December 31, 2015 actuarial valuation was determined using the
following actuarial assumptions.

Inflation 2.50% per year
Overall payroll growth 3.00% per year
Investment Rate of Return 6.75%, net of pension plan investment expense, including inflation

Salary increases were based on a service-related table. Mortality rates for active members,
retirees, and beneficiaries were based on the gender-distinct RP2000 Combined Healthy Mortality
Tables with Blue Collar Adjustment, with male rates multiplied by 109% and female rates multiplied
by 103%. The rates are projected on a fully generational basis by scale BB to account for future
mortality improvements. For disabled annuitants, the gender-distinct RP2000 Combined Healthy
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Mortality Tables with Blue Collar Adjustment are used with males rates multiplied by 109% and
female rates multiplied by 103% with a 3-year set-forward for both males and females. In addition,
a 3% minimum mortality rate is applied to reflect the impairment for younger members who become
disabled. The rates are projected on a fully generational basis by scale BB to account for future
mortality improvements subject to the 3% floor.

Actuarial assumptions used in the December 31, 2015, valuation were based on the results of
actuarial experience studies. The experience study in TMRS was for the period December 31, 2010
through December 31, 2014. Healthy post-retirement mortality rates and annuity purchase rates
were updated based on a Mortality Experience Investigation Study covering 2009 through 2011,
and dated December 31, 2013. These assumptions were first used in the December 31, 2013
valuation, along with a change to the Entry Age Normal (EAN) actuarial cost method. Assumptions
are reviewed annually. No additional changes were made for the 2014 valuation. After the Asset
Allocation Study analysis and experience investigation study, the Board amended the long-term
expected rate of return on pension plan investments from 7% to 6.75%. Plan assets are managed
on a total return basis with an emphasis on both capital appreciation as well as the production of
income, in order to satisfy the short-term and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. In determining their best estimate of a recommended investment return
assumption under the various alternative asset allocation portfolios, GRS focused on the area
between (1) arithmetic mean (aggressive) without an adjustment for time (conservative) and (2) the
geometric mean (conservative) with an adjustment for time (aggressive). At its meeting on July 30,
2015, the TMRS Board approved a new portfolio target allocation. The target allocation and best
estimates of real rates of return for each major asset class are summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Domestic Equity 17.5% 4.55%
International Equity 17.5% 6.10%
Core Fixed Income 10.0% 1.00%
Non-Core Fixed Income 20.0% 3.65%
Real Return 10.0% 4.03%
Real Estate 10.0% 5.00%
Absolute Return 10.0% 4.00%
Private Equity 5.0% 8.00%

Total 100%
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Discount Rate

The discount rate used to measure the Total Pension Liability was 6.75%. The projection of cash
flows used to determine the discount rate assumed that employee and employer contributions will be
made at the rates specified in statute. Based on that assumption, the pension plan’s Fiduciary Net
Position was projected to be available to make all projected future benefits payments of current
active and inactive employees. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the Total Pension
Liability.

Changes in the Net Pension Liability

Increase (Decrease)

Total Plan
Pension Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (a)-(b)

Balance at 12/31/2014 $ 3359555 $ 2,885835 $ 473,720
Changes for the Year:

Service cost 123,074 123,074

Interest 236,704 236,704

Difference between expected and actual

experience ( 43,807) ( 43,807)

Changes of assumptions 31,743 31,743

Contributions — employer 121,452 ( 121,452)

Contributions — employee 50,690 ( 50,690)

Net investment income 4,259 ( 4,259)

Benefit payment, including refunds of

employee contributions ( 79,218) ( 79,218)

Administrative expense ( 2,594) 2,594

Other changes ( 128) 128

Net changes 268,496 94,461 174,035

Balance at 12/31/2015 $__ 3,628,051 $__ 2,980,296 $ 647,755
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Sensitivity of the net pension liability to changes in the discount rate

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

1% Decrease In 1% Increase In
Discount Rate Discount Rate Discount Rate
(5.75%) (6.75%) (7.75%)
City’s Net Pension Liability $ 1,142,993 $ 647,755 $ 239,242

Pension Plan Fiduciary Net Position

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

E. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to Pensions

For the year ended September 30, 2016, the city recognized pension expense of $ 130,893.

At September 30, 2016, the city reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Differences between expected and actual experience $ $ 86,381
Difference between projected and actual earnings 178,712
Differences in assumption changes 22,776
Contributions subsequent to the measurement date 90,643
Total $_ 292,131 $ 86,381

$ 90,643 reported as deferred outflows of resources related to pensions relating from contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability for
the year ending September 30, 2016. Other amounts reported as deferred outflows and inflows of
resources related to pensions will be recognized in pension expense as follows:
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Year Ended

September 30,
2017 $ 21,091
2018 21,0091
2019 33,375
2020 39,550
2021 -0-

NOTE 11 - TEXAS EMERGENCY SERVICES RETIREMENT SYSTEM

A. Plan Description

The Texas Emergency Services Retirement System (TESRS) administers a cost-sharing multiple
employer pension system (the System) established and administered by the State of Texas to
provide pension benefits for emergency services personnel who serve without significant monetary
remuneration. Direct financial activity for the System is classified in the financial statements as
pension trust funds. The System issues a standalone financial report that is available to the public at

www.tesrs.org.

Of the nine member state board of trustees, at least five trustees must be active members of the
pension system, one of whom must represent emergency medical services personnel. One trustee
may be a retiree of the pension system, and three trustees must be persons who have experience in
the fields of finance, securities investment, or pension administration. On August 31 of the following
years, contributing fire and/or emergency services department members participating in TESRS
were:

Contributing

Departments
2014 198
2015 197

Eligible participants include volunteer emergency services personnel who are members in good
standing of a member department.

B. Benefits Provided

Senate Bill 411, 65th Legislature, Regular Session (1977), created TESRS and established the
applicable benefit provisions. The 79th Legislature, Regular Session (2005), re-codified the
provisions and gave the TESRS Board of Trustees authority to establish vesting requirements,
contribution levels, benefit formulas, and eligibility requirements by board rule. The benefit provisions
include retirement benefits as well as death and disability benefits. Members are 50% vested after
the tenth year of service, with the vesting percent increasing 10% for each of the next five years of
service so that a member becomes 100% vested with 15 years of service.
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Upon reaching age 55, each vested member may retire and receive a monthly pension equal to his
vested percent multiplied by six times the governing body's average monthly contribution over the
member's years of qualified service. For years of service in excess of 15 years, this monthly benefit
is increased at the rate of 6.2% compounded annually. There is no provision for automatic
postretirement benefit increases.

On and off-duty death benefits and on-duty disability benefits are dependent on whether or not the
member was engaged in the performance of duties at the time of death or disability. Death benefits
include a lump sum amount or continuing monthly payments to a member's surviving spouse and
dependent children.

C. Covered Membership

On August 31 of the following fiscal years, the pension system membership consisted of:

2014 2015
Retirees and beneficiaries currently receiving benefits 3,073 2,991
Terminated members entitled to benefits but not yet receiving them 2,161 2,211
Active participants (vested and non-vested) 4,036 4,016

D. Funding Policy

Contributions are made by governing bodies for the participating departments. No contributions are
required from the individuals who are members of the System, nor are they allowed. The governing
bodies of each participating department are required to make contributions for each month a
member performs emergency services for a department (this minimum contribution is $ 36 per
member and the department may make a higher monthly contribution for its members). This is
referred to as a Part One contribution, which is the legacy portion of the System contribution that
directly impacts future retiree annuities.

The state is required to contribute an amount necessary to make the System “actuarially sound”
each year, which may not exceed one-third of the total of all contributions made by participating
governing bodies in a particular year.

The board rule defining contributions was amended effective July 27, 2014 to add the potential for
actuarially determined Part Two contributions that would be required only if the expected future
annual contributions from the state are not enough with the Part One contributions to provide an
adequate contribution arrangement as determined by the most recent actuarial valuation. This Part
Two portion, which is actuarially determined as a percent of the Part One portion (not to exceed
15%), is to be actuarially adjusted near the end of each even-numbered calendar year based on the
most recent actuarial valuation. Based on the actuarial valuation as of August 31, 2014, the Part Two
contribution rate was 0%, since the first actuarial valuation report after adoption of the rules showed
the System to have an adequate contribution arrangement without any Part Two contributions.
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Additional contributions may be made by governing bodies within two years of joining the System, to
grant up to ten years of credit for service per member. Prior service purchased must have occurred
before the department began participation in the System.

A small subset of participating departments have a different contribution arrangement which is being
phased out over time. In this arrangement, contributions made in addition to the monthly
contributions for active members, are made by local governing bodies on a pay-as-you-go basis for
members who were pensioners when their respective departments merged into the System. There is
no actuarial impact associated with this arrangement as the pay-as-you-go contributions made by
these governing bodies are always equal to benefit payments paid by the System.

E. Contributions Required and Contributions Made

The contribution requirement per active emergency services personnel member per month is not
actuarially determined. Rather, the minimum contribution provisions are set by board rule, and there
is no maximum contribution rate. For the fiscal year ending August 31, 2015, total contributions
(dues, prior service, and interest on prior service financing) of $ 3,515,546 were paid into TESRS by
the political subdivisions served by the member volunteer emergency services personnel. The City
appropriated $ 8,375 for the fiscal year ending August 31, 2015.

The purpose of the biennial actuarial valuation is to determine if the contribution arrangement is
adequate to pay the benefits that are promised. Actuarial assumptions are disclosed in subsection F
below.

The most recently completed biennial actuarial valuation as of August 31, 2014 stated that TESRS
has an adequate contribution arrangement for the benefit provisions recognized in the valuation
based on the expected total contributions, including the expected contributions both from the
governing body of each participating department and from the state. The expected contributions from
the state are state appropriations equal to (1) the maximum annual contribution (one-third of all
contributions to TESRS by governing bodies of participating departments in a year) as needed in
accordance with state law governing TESRS and (2) approximately $ 625,000 each year to pay for
part of the System’s administrative expenses.

F. Net Pension Liability

The System’s Net Pension Liability (NPL) was measured as of August 31, 2015, and the Total
Pension Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial
valuation as of August 31, 2014 and rolled forward to August 31, 2015.

City’s Portion System
Total pension liability $ 220,950 $ 115,520,991
Plan fiduciary net position 173,704 88,828,460
Net pension liability $ 47,246  $_ 26,692,531
Plan fiduciary net position as a percentage
of the total pension liability 78.6% 76.9%
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Actuarial Assumptions

The total pension liability in the August 31, 2014 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation 3.50%
Salary increases N/A
Investment rate of return 7.75%, net of pension plan investment expense, including inflation

Mortality rates were based on the RP-2000 Combined Healthy Lives Mortality Tables for males and
for females projected to 2018 by scale AA.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which expected future net real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These
components are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage (currently 4.45%) and
by adding expected inflation (3.50%). In addition, the final 7.75% assumption was selected by
‘rounding down” and thereby reflected a reduction of 0.20% for adverse deviation. The target
allocation and expected arithmetic real rates of return for each major asset class are summarized in
the following table:

Long-Term Expected

Asset Class Target Allocation Net Real Rate of Return

Equities:

Large cap domestic 32% 5.2%

Small cap domestic 10 5.8

Development international 21 5.5

Emerging markets 6 5.4
Master limited partnership 5 7.1
Fixed Income:

Domestic 21 14

International 5 1.6
Cash 0 0.0
Total 100%
Weighted average 4.45%
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Discount Rate

The discount rate used to measure the total pension liability was 7.75%. No projection of cash flows
was used to determine the discount rate because the August 31, 2014 actuarial valuation showed that
expected contributions would pay the normal cost and amortize the unfunded actuarial accrued liability
(UAAL) in 30 years using the conservative level dollar amortization method. That UAAL was based on
an actuarial value of assets that was $ 7.9 million less that the plan fiduciary net position as of August
31, 2014. Because of the 30-year amortization period with the conservative amortization method and
with a lower value of assets, the pension plan’s fiduciary net position is expected to be available to
make all projected future benefit payments of current active and inactive members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.

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

The following presents the net pension liability of the City, calculated using the discount rate of
7.75%, as well as what the City’s net pension liability would be if it were calculated using a discount
rate that is 1 percentage point lower (6.75%) or 1 percentage point higher (8.75%) than the current
rate:

1% Decrease In 1% Increase In
Discount Rate Discount Rate Discount Rate
(6.75%) (7.75%) (8.75%)
City’s Net Pension Liability $ 82,666 $ 47,246 $ 26,835

Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pension

At September 30, 2016, the City reported $ 16,178 deferred outflows of resources related to the pension.
Of this amount, $ 7,500 was from contributions subsequent to the measurement date and $ 8,678 was
net difference between projected and actual investment earning.

$ 7,500 reported as deferred outflows of resources related to pensions relating from contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability for the
year ending September 30, 2016. $ 8,678 reported as deferred outflows of resources related to pensions
will be recognized in pension expense as follows:

Year Ended

September 30,
2017 $ 1,663
2018 1,663
2019 1,663
2020 3,689
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NOTE 12 - RISK POOL PARTICIPATION

The City is a participant in the Texas Municipal League Intergovernmental Risk Pool for coverage of
liability, property, worker's compensation, and medical insurance. The City pays annual premiums to the
pool for the coverages stated. The agreement with the Texas Municipal League Intergovernmental Risk
Pool requires the pool to be self-sustaining. Property and liability insurance provide varying and
appropriate coverage, with most claims subject to a $ 5,000 deductible. Workers compensation claims
are managed by the Texas Municipal League. In addition, the City has designated a portion of the
General Fund fund balance for insurance contingencies, to handle deductibles and other associated
costs. For medical insurance claims, the City pays insurance premiums for full coverage and has no
liability for claims filed by employees or their covered dependents.

NOTE 13 - LITIGATION

Pending EEOC complaints were filed by two former employees. These complaints were filed, however,
the complainants have not proceeded with prosecution of those claims. The City has made a claim by
and through its insurer.

NOTE 14 - EVALUATION OF SUBSEQUENT EVENTS

The City has evaluated subsequent events through February 15, 2017, the date which the financial
statements were available to be issued.
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL -
GENERAL FUND
For the Year Ended September 30, 2016

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Taxes:
Property taxes 1,352,664 $ 1,352,664 $ 1,363,177 $ 10,513
Sales taxes 410,000 410,000 626,853 216,853
Franchise fees 180,000 180,000 183,095 3,095
Revenue producing facilities 10,000 10,000 12,129 2,129
Fines and fees 155,500 155,500 119,556  ( 35,944)
Licenses and permits 65,000 65,000 42,013 ( 22,987)
Investment earning 1,165 1,165 10,056 8,891
Intergovernmental 114,937 114,937
Miscellaneous 24,000 24,000 39,347 15,347
Total revenues 2,198,329 2,198,329 2,511,163 312,834
Expenditures:
Current:
General administration 452,110 527,110 444,838 82,272
Judicial 121,983 121,983 111,271 10,712
Police department 829,989 829,989 759,130 70,859
Fire department 126,750 126,750 135,717  ( 8,967)
City maintenance 285,970 285,970 233,616 52,354
Streets and drainage 34,000 34,000 78,763 ( 44763)
Parks and recreation 42,500 42,500 46,724  ( 4,224)
Code enforcement 72,100 72,100 69,777 2,323
Capital outlay 232,762 239,286 166,595 72,691
Total expenditures 2,198,164 2,279,688 2,046,431 233,257
Excess of revenues over (under)
expenditures 165 81,359) 464,732 546,091
Other Financing Resources (Uses):
Operating transfers out ( 1,000) ( 1,000)
Total other financing uses -0- -0- { 1,000) ( 1,000)
Net changes in fund balances 165 81,359) 463,732 545,091
Fund balances, beginning 1,048,346 1,048,346 1,048,346 -0-
Fund balances, ending 1,048511 $ 966,987 $ 1,512,078 $ 545,091
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CITY OF RICHWOOD
Richwood, Texas

TMRS SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
FOR THE LAST TEN YEARSY
SEPTEMBER 30, 2016 WITH MEASUREMENT DATE OF DECEMBER 31, 2015

2015 2016

Total Pension Liability
Service cost 115,123 § 123,074
Interest (on the Total Pension Liability) 225,550 236,704
Changes of benefit terms -0- -0-
Difference between expected and actual experience 98,725) ( 43,807)
Change of assumptions -0- 31,743
Benefit payments, including refunds of employee contributions 93,958) ( 79,218)
Net Change in Total Pension Liability 147,990 268,496
Total Pension Liability — Beginning 3,211,565 3,359,555
Total Pension Liability — Ending (a) 3,359,555 $ 3,628,051
Plan Fiduciary Net Position
Contributions — Employer 108,286 $ 121,452
Contributions — Employee 46,276 50,690
Net Investment Income 152,992 4,259
Benefit payments, including refunds of employee contributions 93,958) ( 79,218)
Administrative expense 1,597) ( 2,594)
Other 131) ( 128)
Net Change in Plan Fiduciary Net Position 211,868 94,461
Plan Fiduciary Net Position — Beginning 2,673,967 2,885,835
Plan Fiduciary Net Position — Ending (b) 2,885,835 $ 2,980,296
Net Pension Liability (a-b) 473,720 $ 647,755
Plan Fiduciary Net Position as a Percentage of

Total Pension Liability 85.90% 82.15%
Covered Employee Payroll 925,514 §$ 1,013,793
Net Pension Liability as a Percentage of

Covered Employee Payroll 51.18% 63.89%

Notes to Schedule:
N/A

M The first TMRS actuarial report was completed for the year ended December 31, 2014 (measurement date), therefore, only two
years of required supplemental information are available.
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CITY OF RICHWOOD
Richwood, Texas

TMRS SCHEDULE OF CONTRIBUTIONS
FOR THE LAST TEN YEARSY
SEPTEMBER 30, 2016 WITH MEASUREMENT DATE OF DECEMBER 31, 2015

2015 2016
Actuarially determined contribution $ 108,286 $ 121,452
Contributions in relation to the actuarially determined contribution 108,286 121,452
Contribution deficiency (excess) $ 0- $ -0-
Covered-employee payroll $ 925514 $ 1,013,793
Contributions as a percentage of covered-employee payroll 11.70% 11.98%
Notes to Schedule of Contributions
Valuation date
Notes Actuarially determined contribution rates are calculated as of December 31 and

become effective in January, 13 months later.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial cost method Entry age normal

Amortization method Level Percentage of Payroll, Closed

Remaining Amortization period 30 years

Asset valuation method 10 Year smoothed market; 15% soft corridor

Inflation 2.5%

Salary increases 3.50% to 10.5% including inflation

Investment rate of return 6.75%

Retirement Age Experience-based table of rates that are specific to the City’s plan of benefits.

Last updated for the 2015 valuation pursuant to an experience study of the
period 2010 — 2014.

Mortality RP2000 Combined Mortality Table with Blue Collar Adjustment with male rates
multiplied by 109% and female rates multiplied by 103% and projected on a fully
generated basis with scale BB

Other Information

Notes There were no benefit changes during the year.

M The first TMRS actuarial report was completed for the year ended December 31, 2014 (measurement date), therefore, only two
years of required supplemental information are available.
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CITY OF RICHWOOD
Richwood, Texas

TESRS SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
FOR THE LAST TEN YEARSY
SEPTEMBER 30, 2016 WITH MEASUREMENT DATE OF AUGUST 31, 2015

2015 2016
Total Pension Liability
Service cost $ 3509 $ 2,999
Interest 15,458 14,993
Changes in benefit terms -0- -0-
Difference between expected and actual experience -0- -0-
Assumption changes -0- -0-
Benefit payments ( 8,003) ( 7,963)
Net Change in Total Pension Liability 10,964 10,029
Total Pension Liability — Beginning 199,957 @ 210,921
Total Pension Liability — Ending (a) $ 210,921 $ 220,950 @
Total Fiduciary Net Position
Contributions by the City $ 8,019 § 6,223
Contributions by the State 2,938 2,898
Net Investment Income 22,864 | 5,828)
Benefit payments ( 8,003) ( 7,963)
Administrative expense ( 318) ( 383)
Other -0- 2,726
Net Change in Plan Fiduciary Net Position 25,500 ( 2,327)
Plan Fiduciary Net Position — Beginning 150,531 176,031
Plan Fiduciary Net Position — Ending (b) $ 176,031 $ 173,704
Net Pension Liability (a-b) $ 34,890 $ 47,246
Plan Fiduciary Net Position as a Percentage of Total Pension Liability 83.46% 78.62%
Number of Active Members @) 6 3
City’s Net Pension Liability per Active Member $ 5815 § 15,749

Notes to Schedule:

(" This schedule is presented to illustrate the requirement to show information for ten years. However, until a full ten-year trend is
compiled, only available information is shown.

@ Determined from the end of year total pension liability using the roll back procedure allowed for the initial year of implementing
GASB 67.

@ There is no compensation for active members, so number of active members is used instead.

“  Determined from beginning of year total pension liability using the roll forward procedure allowed by GASB 67.
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CITY OF RICHWOOD
Richwood, Texas

TESRS SCHEDULE OF INVESTMENT RETURNS

FOR THE LAST TEN YEARSY
SEPTEMBER 30, 2016 WITH MEASUREMENT DATE OF AUGUST 31, 2015

Annual Money-Weighted

Fiscal Year Ending Net Real Rate of Return@
August 31, 2013 13.84%
August 31, 2014 14.92%
August 31, 2015 ( 3.58% )

Notes to Schedule:

(" This schedule is presented to illustrate the requirement to show information for ten years. However, until a full ten-year
trend is compiled, only available information is shown.

@ The money weighted rate of return expresses investment performance, net of investment expenses, reflecting the
changing amounts actually invested during the year.
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CITY OF RICHWOOD
Richwood, Texas

COMBINING BALANCE SHEET — NONMAJOR GOVERNMENTAL FUNDS

September 30, 2016

Assets and Deferred Outflows Of Resources
Assets:

Cash and cash equivalents

Due from other funds

Total assets

Deferred Outflows of Resources:
Deferred outflows of resources

Total deferred outflows of resources
Total assets and deferred outflows of resources
Liabilities, Deferred Inflows of Resources, and Fund Balances

Liabilities:
Total liabilities

Deferred Inflows of Resources:
Deferred inflows of resources

Total deferred inflows of resources
Fund Balances:
Restricted:
Street beautification
Transportation

Total fund balances

Total liabilities, deferred inflows of resources, and
fund balances

Special Revenue Nonmajor
Beautification Transportation Governmental
Fund Funds
$ 20,941 60,636 $ 81,577

8,810 8,810

20,941 69,446 90,387

-0- -0- -0-

$ 20,941 69,446 $ 90,387
$ -0- 0- § -0-
-0- -0- -0-

20,941 20,941

69,446 69,446

20,941 69,446 90,387

$ 20,941 69,446 $ 90,387
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CITY OF RICHWOOD
Richwood, Texas

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS

September 30, 2016

Total
Special Revenue Nonmajor
Beautification Transportation Governmental
Fund Fund Funds
Revenues:
Transportation $ $ 105,225 §$ 105,225
Investment earning 147 147
Miscellaneous 14,813 14,813
Total revenues 14,813 105,372 120,185
Expenditures:
Current:
General administration 13,690 13,690
Streets and drainage 67,364 67,364
Total expenditures 13,690 67,364 81,054
Excess of revenues over expenditures 1,123 38,008 39,131
Other Financing Sources (uses):
Transfer in 1,000 1,000
Transfer out ( 5,900) ( 5,900)
Total financing sources (uses) ( 4,900) 0- ( 4,900)
Net changes in fund balances ( 3,777) 38,008 34,231
Fund balances — beginning 24,718 31,438 56,156
Fund balances — ending $ 20941 §$ 69,446 $ 90,387
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CITY OF RICHWOOQOD
Richwood, Texas

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL -
DEBT SERVICE FUND

For the Year Ended September 30, 2016

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Property taxes $ 170,455 § 170,455 § 172,180 §$ 1,725
Investment earning 200 200 356 156
Total revenues 170,655 170,655 172,536 1,881
Expenditures:
Debt Service:
Principal 169,455 166,455 111,079 58,376
Interest and agent fees 1,000 1,000 58,875 | 57,875)
Total expenditures 170,455 170,455 169,954 501
Net changes in fund balances 200 200 2,582 2,382
Fund balances, beginning 102,930 102,930 102,930 -0-
Fund balances, ending $ 103,130 $ 103,130 $ 105,512 $ 2,382
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CITY OF RICHWOOQOD
Richwood, Texas

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL -
BEAUTIFICATION FUND

For the Year Ended September 30, 2016

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Miscellaneous $ 16,500 $ 16,500 $ 14,813 §( 1,687)
Total revenues 16,500 16,500 14,813 ( 1,687)
Expenditures:
General administration 16,500 16,500 13,690 2,810
Total expenditures 16,500 16,500 13,690 2,810
Excess of revenues over expenditures -0- -0- 1,123 1,123
Other financing sources (used):
Transfer in 1,000 1,000
Transfer out ( 5,900) ( 5,900)
Net changes in fund balances -0- 0- 3,777) ( 3,777)
Fund balances, beginning 24,718 24,718 24,718 -0-
Fund balances, ending $ 24718 $ 24718 $ 20941 §( 3.777)
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CITY OF RICHWOOQOD
Richwood, Texas

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL -
TRANSPORTATION FUND

For the Year Ended September 30, 2016

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Transportation $ 100,000 $ 100,000 $ 105,225 $ 5,225
Investment earning 147 147
Total revenues 100,000 100,000 105,372 5,372
Expenditures:
Street and drainage 100,000 100,000 67,364 32,636
Total expenditures 100,000 100,000 67,364 32,636
Net changes in fund balances -0- -0- 38,008 38,008
Fund balances, beginning 31,438 31,438 31,438 -0-
Fund balances, ending $ 31438 § 31438 § 69,446 $ 38,008
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CITY OF RICHWOOQOD
Richwood, Texas

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN
NET POSITION - BUDGET AND ACTUAL -

PROPRIETARY FUND - ENTERPRISE FUND

For the Year Ended September 30, 2016

Revenues:
Water fees
Sewer fees
Garbage fees
Delinquent charges
Tap and reconnect fees
Miscellaneous

Total revenues

Operating Expenses:
Personnel costs
Sewer treatment plant operations
Water costs — BWA
Utilities and telephone
Repairs and maintenance
Supplies
Miscellaneous

Operating expenses before depreciation
Depreciation

Total operating expenses

Operating loss

Non-Operating Revenues (Expenses):
Investment income
Interest expense and agent fees

Total non-operating revenues (expenses)

Loss before contributions
and operating transfers

Capital contributions
Transfer in

Change in net position
Net position, beginning

Net position, ending

Variance with

Final Budget

Budgeted Amounts Positive

Original Final Actual (Negative)
$ 706,900 $ 706,900 $ 611,698 §( 95,202)
693,830 693,830 530,392 ( 163,438)
5,000 5,000 0- | 5,000)
25,000 25,000 26,69 1,697
25,500 25,500 8,050 ( 17,450)
6,000 6,000 1,358 ( 4,642)
1,462,230 1,462,230 1,178,195 ( 284,035)
252,932 252,932 280,482 ( 27,550)
387,135 387,135 408,086 ( 20,951)
230,000 230,000 226,206 3,79
45,100 45,100 49,886 ( 4,786)
85,000 85,000 94,757 | 9,757)
39,500 39,500 47113 ( 7,613)
121,323 121,323 48,032 73,291
1,160,990 1,160,990 1,154,562 6,428
301,340 301,340 339,079 ( 37,739)
1,462,330 1,462,330 1493641 ( 31,311)
( 100) ( 100) ( 315446) ( 315,346)
100 100 441 341
( 67,391) ( 67,391) ( 90,955) ( 23,564)
( 67,291) ( 67,291) ( 90,514) ( 23,223)
( 67,391) ( 67,391) ( 405,960) ( 338,569)
90,027 90,027
5,900 5,900
( 67,391) ( 67,391) ( 310,033) ( 242,642)
5,044,417 5,044,417 5,044,417 -0-
$ 4977026 $ 4977,026 $ 4734384 $( 242,642)
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Kennemer, Masters & Lunsford

CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

Lake Jackson Office: Angleton Office: El Campo Office: Houston Office:
8 West Way Court 2801 N. Velasco Suite C 201 W. Webb 10850 Richmond Ave., Ste 135
Lake Jackson, Texas 77566 Angleton, Texas 77515 El Campo, Texas 77437 Houston, Texas 77042
979-297-4075 979-849-8297 979-543-6836 281-974-3416

CLIENT ADVISORY COMMENTS

February 15, 2017

To the Honorable Mayor and
Members of City Council
City of Richwood

Richwood, TX 77531

Dear Mayor and Members of City Council:

The communication of client advisory comments is discretionary and, therefore, differs from the
required communications related to internal control. Client advisory comments pertain to
findings other than those relating to internal control and other matters which are reportable
conditions but are, in our judgment, worthy of mention. The following advisory comments are
presented for your consideration:

Recording of Year End Accruals

During the conduct of our year year-end audit fieldwork, account analysis and related
procedures, we identified numbers of accrual account balances requiring research and
significant adjustment as a result of our audit procedures. We recommend that at the end of the
year, accrual accounts such as utility receivables, franchise tax receivables, accounts payable,
and deferred tax revenues should be reconciled and adjusted as necessary.

Inter-fund Note Receivable/Payable

During our year-end audit fieldwork, we noted that none of the scheduled payments required
under the $ 140,000 note between the General Fund and the Enterprise Fund had been paid.
The required payment for the year ended September 30, 2016 was $ 29,022 ($ 13,564 in
principal and $ 7,576 in interest which was accumulated since year 2013). Since this is an
interest bearing receivable and payable, the payments should be made timely. The City needs
to eliminate the inter-fund receivables and payables related to this note as soon as possible and
should catch-up on the scheduled payments

Transactions Posted Twice

During the year-end field work, we noted that entries made on September 23 and 26, 2016 were
posted into general ledger twice, which resulted in more adjusted journal entries for current year
audit. We recommend that the City closely look the transactions before posting and make sure
all the transactions are posted properly.

www. kmandl.com — Email: kmkw@kmandl.com

Members: American Institute of Certified Public Accountants, Texas Society of Certified Public Accountants,
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To the Honorable Mayor and
Members of City Council
City of Richwood

February 15, 2017

Page 2

Journal entry amounts do not agree with report

During our walkthrough on cash receipts and revenue, we noted that journal entry amounts do
not agree with supporting report due to the fact that amounts were recorded backward between
the two accounts and no one reviews the journal entry. We suggest the City assign specific
personnel the responsibility for review all the adjusted journal entries.

Pension census data

During the test of control on pension census data, we discovered that two active employees’
covered payroll on the census data report did not agree with the City’s record. The City
management must be able to support the underlying census data used by the actuary. As the
City has access to the records substantiating the census data provided on active members, the
City should have processes and controls in place to determine that complete and accurate
information is reported to the plan and the plan actuary regarding active members. Management
should obtain on an annual basis the census data file submitted by the plan to the actuary and
determine whether the census data is complete and accurate. In evaluating the census data file,
the City may compare the information to underlying payroll records and the prior year census
data file. The City may also obtain a roll forward of the census data from one year to the next
and review a reconciliation for any significant differences.

Incorrectly recorded transfer as expenditures and revenue

The City recorded transfers as expenditures and revenue as if the funds were non-related
entities. The City incorrectly accounted for a budgeted transfer as if it were an expenditure and
revenue. Transactions between funds, where one fund budgets a transfer must never be
reported as an expenditure and revenue. It should in all cases be recorded as a transfer in and
transfer out.

Incorrectly Recorded Capital Expenditures and Construction in Process

The fixed asset schedule is not reconciled to the book balances. A consistent coding of capital
outlay, assets, and maintenance & repairs is not followed. A schedule should be prepared for all
construction projects from the start date to record and reconcile asset additions and
construction in progress amounts.

General Considerations

During the performance of our audit and evaluation of internal accounting and administrative
controls, we worked very closely with the accounting and administrative personnel of the City.
We found them to be very cooperative, conscientious and concerned with the performance of
their duties. We realize that internal control communications and advisory comments are critical
by nature and do not in many instances praise the performances of the personnel performing
the related functions.
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To the Honorable Mayor and
Members of City Council
City of Richwood

February 15, 2017

Page 3

We sincerely appreciate the cooperation and congeniality extended to us during our audit and
the opportunity to serve as the City’s external auditor. We look forward to a continuing and
beneficial relationship.

Sincerely,
Kennemer, Masters, & Lunsford, LLC

By: %JZ/Q y éj/ﬂ 4
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Kennemer, Masters & Lunsford

CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

Lake Jackson Office: Angleton Office: EI Campo Office: Houston Office:
8 West Way Court 2801 N. Velasco Suite C 201 W. Webb 10850 Richmond Ave., Ste 135
Lake Jackson, Texas 77566 Angleton, Texas 77515 El Campo, Texas 77437 Houston, Texas 77042
979-297-4075 979-849-8297 979-543-6836 281-974-3416

Independent Auditor's Report

Report on Internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Honorable Mayor and
Members of City Council
City of Richwood

Richwood, TX 77531

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of City of Richwood (“the City”), as of and for the year
ended September 30, 2016, and the related notes to the financial statements, which collectively
comprise the City’'s basic financial statements and have issued our report thereon dated
February 15, 2017.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. Given these limitations, during our
audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. We did identify certain deficiencies in internal control, described in the paragraphs
below that we consider to be significant deficiencies.
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To the Honorable Mayor and
Members of City Council
City of Richwood

Page 2

Finding - The City has inadequate design of internal control over preparation of financial
statements. The City has engaged a licensed certified public accounting firm to both prepare
and audit the City’s annual financial report.

Response - Although the City does not prepare the financial statements and disclosures, the
City ensures the quality of its annual financial report by engaging a qualified audit firm with
particular expertise in governmental audits and by reviewing a preliminary draft of the report, as
well as the financial statements disclosure checklist.

Finding - The City has inadequate segregation of duties within a significant account or process.

Response - The City has put in place controls and procedures such as the City Manager and
the City Council reviewing monthly financial statements and approving all the payments. The
heads of the departments also review and approve their financial report as well.

Compliance and Other Matters

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

The City’s Response to Findings

The City’s response to the findings identified in our audit is described previously. The City’s
response was not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

Purpose of this Report

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

Mernenary, WG }"cawléuz,%%ﬂd? L.LC

Lake Jackson, Texas
February 15, 2017
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Kennemer, Masters & Lunsford

CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

Lake Jackson Office: Angleton Office: El Campo Office: Houston Office:
8 West Way Court 2801 N. Velasco Suite C 201 W. Webb 10850 Richmond Ave., Ste 135
Lake Jackson, Texas 77566 Angleton, Texas 77515 El Campo, Texas 77437 Houston, Texas 77042
979-297-4075 979-849-8297 979-543-6836 281-974-3416

February 15, 2017

To the Honorable Mayor and
Members of City Council
City of Richwood

Richwood, TX 77531

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of
Richwood (“the City”) for the year ended September 30, 2016. Professional standards require
that we provide you with information about our responsibilities under generally accepted
auditing standards and Government Auditing Standards, as well as certain information related to
the planned scope and timing of our audit. We have communicated such information in our letter
to you dated April 18, 2016. Professional standards also require that we communicate to you
the following information related to our audit.

Significant Audit Findings

Quialitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the City are described in Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing policies
was not changed during the year. We noted no transactions entered into by the City during the
year for which there is a lack of authoritative guidance or consensus. All significant transactions
have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that
future events affecting them may differ significantly from those expected. The most sensitive
estimate affecting the City’s financial statements was:

Management’s estimate of the allowance for doubtful accounts is based on historical
revenues, historical loss levels, and an analysis of the collectability of individual
accounts. We evaluated the key factors and assumptions used to develop the allowance
for doubtful accounts in determining.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.
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To the Honorable Mayor and
Members of City Council
City of Richwood

February 15, 2017

Page 2

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are clearly trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. The
following material misstatements detected as a result of audit procedures were corrected by
management (Attachment — Adjusting Journal Entries).

Disagreements with Management

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

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated February 15, 2017.

Management Consultations with Other Independent Accountants

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

Other Audit Findings or Issues

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

Other Matters

We applied certain limited procedures to schedules listed in Required Supplementary
Information section of the financial report, which are required supplementary information (RSI)
that supplements the basic financial statements. Our procedures consisted of inquiries of
management regarding the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We did not
audit the RSI and do not express an opinion or provide any assurance on the RSI.
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To the Honorable Mayor and
Members of City Council
City of Richwood

February 15, 2017

Page 3

Other Matters - Continued

We were engaged to report on Combing and Individual Fund Statements and Other Schedules,
which accompany the financial statements but are not RSI. With respect to this supplementary
information, we made certain inquiries of management and evaluated the form, content, and
methods of preparing the information to determine that the information complies with accounting
principles generally accepted in the United States of America, the method of preparing it has not
changed from the prior period, and the information is appropriate and complete in relation to our
audit of the financial statements. We compared and reconciled the supplementary information to
the underlying accounting records used to prepare the financial statements or to the financial
statements themselves.

Restriction on Use

This information is intended solely for the information and use of the Members of City Council
and management of the City and is not intended to be, and should not be, used by anyone other
than these specified parties.

Very truly yours,

V}é/u.uuvww N Lol ,«L%wa%%/d? L.LC
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MEMORANDUM

To: The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Michael Coon, City Manager

Date: March 9, 2017

Subject: Public Hearing: Single-Family Attached Residences

Currently the City’s zoning ordinance only allows townhomes in the R-3 Multi-Family District.
The proposed changes would create a new district, R-1B Single-Family Attached (SFA). That
would allow for the construction of townhomes, and similar single-family housing options with
shared walls, while prohibiting apartments and other multi-family uses.

After speaking with multiple people familiar with the real estate market in our area, there appears
to be a high demand for single-family attached residences. Two of the main demographics that
may be interested in this type of development are young professionals and retirees. Both these
groups like the idea of having a small yard that is easy to maintain.

If this new zone were to be approved, there would be several restrictions include within the
zoning ordinance and several more proposed changes to the subdivision ordinance that would
require high development standards within the SFA District. Some of these proposed
requirements would include:

e Having an HOA to maintain all the common areas.

e Limiting density to 10 dwelling units per acre, which is about double the density in the
standard R-1 Single Family District.

e Prohibiting carports as an accessory structure.

e Limiting the minimum living area to 1,000 square feet, which is the same minimum for
the City’s R-1 Single Family District.
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MEMORANDUM

To: The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Michael Coon, City Manager

Date: March 9, 2017

Subject: Preliminary Report on Proposed Amendment to the Zoning Ordinance to Create

New District for Single-Family Attached Residences

When considering amendments to the zoning ordinance there are five steps that need to be
completed.

Make a preliminary report on the proposed amendment.
Hold a public hearing on the proposed amendment.
Make a final report to City Council.

Hold a second public hearing.

Vote on the adoption of the amendment.

agkrwnE

The reminder of this memo will serve as the preliminary report by answering the following
questions:

Does the amendment comport with the comprehensive plan?

Why is the amendment necessary?

How will the amendment benefit the affected areas and the overall city?
Are there any possible or anticipated negative impacts of the amendment?

o0 o

Does the Amendment Comport with the Comprehensive Plan?

The Comprehensive Plan that was adopted in 2010 suggests that to meet Richwood’s projected
housing needs there should be at least 4.5 acres of townhomes to serve a population of about 5,000
to 6,000 residents. Richwood has already surpassed the 5,000 resident mark and may even have
more than 6,000 residents with the new apartment complexes.

Why is the amendment necessary?

As the comprehensive plan suggests, the City needs more areas with higher population densities
to help meet our housing demand. The City has recently added two new apartment complexes and
does not believe that any more apartments are needed at this time. However, there is a demand to
offer a wider variety of housing options. Creating a new Single-Family Attached District would
allow the City to meet that demand without rezoning more areas to Multi-Family Residential.

How will the amendment benefit the affected areas and the overall city?

After talking to various developers, realtors, and an appraiser, there is a growing demand in the
entire Brazosport area for single-family residences with smaller yards and at a slightly lower price
point than your average single-family home. Often times young professionals moving to our area
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do not want to maintain a yard and more and more often there are families that are looking to
downsize their house and their yard after their children have grown up and moved out.

Are there any possible or anticipated negative impacts of the amendment?

There are some potential negative impacts from allowing denser developments in and around our
existing single-family areas. However, the City is looking at all our options to prepare for and to
try and prevent any negative impacts.

One potential impact would be increased traffic flows through the residential neighborhoods. To
help mitigate this concern the City is looking at including a guideline that the new SFA District
only be located in areas that have direct access to or that are relatively close to a major
thoroughfare.

Another potential negative impact could arise if a developer were to come in and build a product
that is not of the same quality as the surrounding neighborhood. To help address this concern, staff
is looking at proposing several changes to the cities subdivision code that would place stricter
development standards on the SFA District. Some of these stricter standards could include
requiring that a certain percentage of the facade be done with masonry and requiring an attached
two-car garage for each unit.

Conclusions

This report is the first step in the process of potentially amending the zoning ordinance to create a
new Single-Family Attached District. The current proposal is a starting point and as we progress
through the process | am sure we will find areas that need some revising and hopefully we will
also get some involvement from the community to better understand any concerns they may have
with the proposal.
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ORDINANCE NUMBER 324-17A

AN ORDINANCE OF THE CITY OF RICHWOOD, TEXAS, ENACTING A
COMPREHENSIVE ZONING PLAN AND ZONING REGULATIONS, AND
SPECIFICALLY REPEALING ORDINANCE NUMBERS 324, 324A, 324B, 324C,
324D, 324E, 324F AND ANY PREVIOUS AMENDMENTS THERETO; DEFINING
TERMS; FINDING THAT ALL PREREQUISITES OF THE LAW HAVE BEEN
COMPLIED WITH NECESSARY TO ENACT A COMPREHENSIVE ZONING
PLAN; PROVIDING A PROCEDURE FOR A BUILDING INSPECTION FOR THE
ENFORCEMENT THEREOF; PROVIDING A PROCEDURE FOR SECURING A
BUILDING PERMIT AND CERTIFICATE OF OCCUPANCY:; PROVIDING THE
PROCEDURE OF APPEALS; PROVIDING FOR BUILDING PERMIT FEES;
PROVIDING FOR THE ADOPTION OF A ZONING MAP AND PLAT,;
DECLARING AN EMERGENCY; PRESCRIBING THE DUTIES OF THE
BUILDING INSPECTOR; PROVIDING A PENALTY FOR THE VIOLATION OF
THE TERMS OF THIS ORDINANCE; SAID PENALTY BEING A FINE OF NOT
LESS THAN $10.00 NOR MORE THAN $1,000.00; PROVIDING THAT EACH
AND EVERY DAY SAID VIOLATION CONTINUES TO EXIST SHALL BE
CONSIDERED A SEPARATE OFFENSE; REPEALING ALL ORDINANCES IN
CONFLICT HEREWITH; AND PROVIDING A SAVINGS CLAUSE.

WHEREAS, all prerequisites of the law have been complied to enable the City Council of the City
of Richwood, Texas, to adopt a Comprehensive Zoning Plan of said city as hereinafter set forth and
all persons interested in such proposed amendments have been given a hearing before the before the
Planning and Zoning Committee on the 13" day of March, 2017, and by the City Council of the City
of Richwood on the 10" day of April, 2017 and the evidence has been offered in favor of zoning, the
City Council does hereby declare that it will be in the public interest to adopt the Comprehensive
Zoning Plan.

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF RICHWOOD, BRAZORIA
COUNTY, TEXAS:

Section Four (4). Districts of Ordinance Number 324-15A is hereby amended to include:

1. R-1B, single-family attached residence zone (townhomes). The SFA, Single-Family
Attached Residential, district is intended to promote stable, quality, attached- occupancy
residential development on individual lots at higher residential densities. Individual
ownership of each lot and dwelling unit is required. This district may be included within
certain areas of neighborhoods or, when in accordance with the intent of the
Comprehensive Plan, may provide a "buffer” or transition district between lower density
residential areas and multi-family or non-residential areas or major thoroughfares.

Garage apartments are not allowed in this district.
[a.] Each SFA lot shall contain a private yard with not less than four hundred (400)
square feet of area (i.e., a back yard or large side yard). Private yards may include a

patio cover, gazebo or other similar non-enclosed structure which does not cover more
than twenty-five percent (25%) of the area of private yard, and they may include a
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swimming pool, swing set, play fort, or other private leisure amenity.

[0.] The minimum floor area, or living space in square feet will be 1,000 square
feet.

[c.] The maximum building height will be 2 1/2 stories or 35 feet.
[d] Density: There shall be no more than 10 dwelling units per acre.

[e.] The minimum lot size is as follows:
[1.] Front, 25 feet.
[2.] Depth, 100 feet.
[3.] Area, 2,500 square feet.

[f.] The minimum building setbacks are as follows:

[1.]  Front, 25 feet staggered in at least 4-foot (4”) increments so that no
more than two (20 units have the same front setback in a row.

[2] (a) Side, 7 1/2 feet. From a side property line when adjacent to open
space lots or amenity center lots.

(b) 15 feet from a side property line when adjacent to detached
residential dwelling unit.

(c) 20 feet from a side property line when adjacent to a dedicated
street.

[3.] Rear, 20 percent of the lot depth.

[4] Homes with side entry garages where lot frontage is only to one street
not a corner lot) shall have a minimum of twenty-five feet (25”) from
the door face of the garage to the side property line for maneuvering.
The minimum setback from any garage door to street or alley right-of-
way line shall also be twenty-five feet.

[0.] The permitted accessory uses are for private garages, storage sheds. No structure
is permitted for any business enterprise. Carports are not allowed.
[1] Community owned or multiple ownership areas:
Common open space, community centers, an access gates, an entrance guard
facilities, recreational buildings and facilities are permitted uses provided they
are incidental to the above described residential uses, are approved on a Final
Plant and meet the following conditions:
[i] in accordance with the Subdivision Ordinance a homeowners
association (HOA) shall be established to maintain open space,
recreational areas, and other commonly owned facilities.

The developer is responsible for drafting the HOA documents
pertaining to the HOA’s responsibilities to maintain these areas.

[h.] The accessory building requirements in a R-1B Zone are as follows:
[1.] Maximum height, 25 feet.
[2.] Minimum setbacks from the property line are as follows for permanent
structures:
[i] Front, 60 feet.
[ii] Side, 7 1/2 feet.
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[iii] Back, 7 1/2 feet.
[3.] Minimum setbacks from the property line are as follows for non-
permanent structures:
[i] Front, 60 feet
[ii] Side, 5 feet
[iii] Back, 5 feet
[i.] All utilities shall be provided separately to each lot within an SFA district so that
each unit is individually metered.

[[.1 The elimination of a garage space by enclosing the garage with a stationary
building wall shall be prohibited.

[k.] Electrical fencing and barbed wire is prohibited as perimeter fencing.

[I.] Open storage is prohibited (except for materials for the resident’s personal use or
consumption such as firewood, garden materials, etc. which may only be stored in the
side or rear yards and which shall be screened from view of public streets and
neighboring properties.

[m.] The map color code for R-1b single-family residence zone is pink.

[n.] Conditional uses: Home occupations, Recreation buildings/community centers,
Parks, playgrounds, play fields.

PASSED AND ADOPTED THIS day of , 2017.

ATTEST:

Mark Guthrie, Mayor

Karen B. Schrom, City Secretary
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MEMORANDUM

To: The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Michael Coon, City Manager

Date: March 8, 2017

Subject: Towing Ordinance

Recently Judge Brown brought it to my attention that there are several towing companies operating
in the Brazosport area that are towing cars to as far away as Houston without the vehicle owner’s
consent. Often these towing companies have contracts with a local apartment complex and the
tows are being performed with cause. However, often times the vehicle owner may not have the
means necessary to travel that lengthy of a distance to retrieve their vehicle.

This ordinance would require all towing companies that would like to operate in Richwood to
register with the City and to maintain a vehicle storage facility within a 10-mile radius of
Richwood. The intent of this ordinance would be to protect our residence from the unfair towing
practices that were discussed above.
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ORDINANCE NO. 131B -17

AN ORDINANCE OF THE CITY OF RICHWOOD ESTABLISHING A
“WRECKER ORDINANCE” SETTING DEFINITION, REQUIRING A
BUSINESS PERMIT TO BE ON THE WRECKER ROTATION LIST WITHIN
SAID CITY, REQUIRING WRECKER VEHICLE INSPECTIONS AND
SETTING FEES THEREFORE REQUIRING INFORMATION TO BE
FURNISHED FOR SAID APPLICATION, PENALTY BEING SET FOR FALSE
INFORMATION, REQUIREMENTS FOR ISSUANCE OF PERMIT,
PRESCRIBING MINIMUM REQUIREMENTS FOR INFORMATION TO BE
USED ON WRECKER VEHICLES, REQUIREMENTS OF LOCKED
ENCLOSURE AND BOND IN CONNECTION THEREWITH; SETTING A
FORM FOR OWNERS OF PERSONS NOT CHOOSING A WRECKER; FOR
LIABILITY INSURANCE ON WRECKERS, PRESCRIBING GROUNDS FOR
WHICH WRECKER PERMIT TO BE ISSUED SHALL BE DENIED, SETTING
CHARGES FOR WRECKER BUSINESS, PRESCRIBING INSPECTION
STICKERS AND SETTING PROPER LOCATION THEREOF, PRESCRIBING
AN AMBULANCE OR POLICE CAR IN CONNECTION WITH COLLISION
OR DRIVING NEAR THE SCENE OF AN ACCIDENT, PRESCRIBING THE
SOLICITATION OF BUSINESS, PRESCRIBING OF WRECKER SELECTION
LIST, PERMITTING OFFICER UNDER EMERGENCIES TO USE FIRST
WRECKER AVAILABLE, PROVIDING TIME AND EXTENSION THEREOF
FOR WRECKER TO ARRIVE AT AN ACCIDENT, SETTING
ADMINISTRATIVE DETAILS FOR FILING LIST OF WRECKERS RELATED
INFORMATION AND RECORDS WITH THE CHIEF OF POLICE,
PERMITTING (30) DAY SUSPENSION FOR CAUSE AND CANCELLATION
FOR NONCOMPLIANCE, PROVIDING FOR APPEAL TO THE BOARD OF
ADJUSTMENT AND APPEAL, SEVERABILITY CLAUSE AND REPEALER
CLAUSE.

NOW THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
RICHWOOD, TEXAS:

Ordinance No. 131B of the City of Richwood is hereby amended to include the following
Divisions:
DIVISION 2: BUSINESS PERMIT
Section 1: Application, fee

Every person or tow truck owner desiring to engage in the nonconsent tow wrecker
business within the boundaries of the city shall make application in writing, on a form provided
for that purpose, to the chief of police for a permit for each wrecker proposed to be operated, and

such application shall contain the name, address, telephone number, the number and type(s) of
wrecker equipment operated, the true owner of the company concerned, and a statement that the
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applicant does or does not desire to appear on the wrecker rotation list. Every application when
filed shall be sworn to by the applicant and accompanied by an inspection fee in the sum of One
Hundred Dollars ($100.00) for each wrecker proposed to be operated and this fee is nonrefundable.
Any false statement contained in the application shall be good and sufficient reason for not
granting the permit. The last mentioned sentence shall be printed on the application.

Section 2: Prerequisites to issuance; minimum standards

The chief of police shall issue a permit to engage in wrecker business to all applicants
therefor complying with the provisions of this article. No permit authorizing the operation of a
wrecker on the streets of the city shall be issued:

1) Unless every wrecker proposed to be used by the applicant complies with the
following minimum requirements:

a.

All provisions of the Texas Tow Truck Act (Vernon's Ann. Civ. St. art.
6687-9b), including the minimum insurance limits established pursuant to
such act for each wrecker.

Each such wrecker shall be not less than the equivalent of three-quarter (%)
ton in size or rating.

Each such wrecker shall have a power-operated winch and cable capacity
of not less than five thousand (5,000) pounds.

Each wrecker shall carry as standard equipment: tow bars, safety chains,
fire extinguisher, wrecking bars, brooms, axe, fuses and a flashing amber
light mounted on top of the cab.

Each such wrecker shall have a boom having a factory-rated capacity or city
tested capacity of not less than five thousand (5,000) pounds of lift.

Each wrecker owner shall have the use of a locked enclosure to store
wrecked, disabled or impounded motor vehicles; said enclosure or vehicle
storage facility shall meet the standards of the Vehicle Storage Facility Act
(Vernon's Ann. Civ. St. art. 6687-9a) and also the following requirements:

1. The owner of the enclosure or facility, whether open or enclosed,
shall procure and keep in force and effect a policy of garage damage
insurance to insure the public from any property damage loss that
may arise from the operation of the facility or the storage of vehicles.

2. The storage facility shall be located within a five-mile radius of the
city hall, or within the city limits.
3. The chief of police or his designee shall establish the storage fees

and wrecker tow fees on vehicles towed and stored as a result of
calls from the city department of police. Storage fees and wrecker
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fees shall be posted with the city and shall be available to the vehicle
owner by the wrecker company or wrecker owner at the tow scene,
and all citizens whose vehicles are towed or stored are to be treated
equally in all respects to include the amount charged for wrecker
towing and storage fees, regardless of where that citizen resides,
except that discounts may be available to those who choose their
wrecker service.

(2 If any delinquent taxes are due the city upon any wrecker for which such permit or
license is sought, or if the owner thereof has failed to render same for ad valorem
taxation.

Section 3. Exemptions

Except as specifically noted, this division does not apply to:

1) A person towing a vehicle with the express consent of the owner or operator of
the vehicle;

(2) A person who engages in towing a vehicle in connection with a bona fide
repossession of same when written authorization has been received from the lienholder.

3) Vehicles that are part of an ongoing law enforcement investigation.

DIVISION 3: VEHICLE PERMIT
Section 1. Required; contents; term

In addition to a permit authorizing a person to engage in the wrecker business, there shall
also be issued a permit for each approved wrecker vehicle owned by the permittee used in the
wrecker business to make nonconsent tows. Each permit for a wrecker vehicle shall state that such
wrecker has been inspected and approved under direction of the chief of police, and shall be affixed
securely to the inside of the windshield of the appropriate wrecker vehicle. No person shall operate
a wrecker on the public streets of the city unless a certificate of registration to engage in the
wrecker business has been issued by the state under the Texas Tow Truck Act (Vernon's Ann. Civ.
St. art. 6687-9b) to the owner of such wrecker. Additionally, no person or tow truck owner shall
engage in the nonconsent tow wrecker business within the boundaries of the city without applying
for, paying the fee and receiving the permit described in Division 2. No permit shall be
transferable, and every permit shall expire at 12:00 midnight on December 31 of the calendar year
in which issued, unless sooner revoked by the city for failure to maintain the standards established
by this article.

Section 2. Prerequisite to operation; display on windshield mandatory
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No person shall operate a wrecker for nonconsent tows on the public streets of the city
unless an inspection permit for such wrecker has been issued for such vehicle by the chief of police,
and no person shall operate a wrecker for nonconsent tows on the public streets of the city unless
the permit duly issued to such wrecker is posted on the windshield of such wrecker. No person
shall operate a wrecker for nonconsent tows on the public streets of the city with an invalid
inspection permit displayed or with an inspection permit that has been revoked for breach of the
standards established by this article or for breach of any of the provisions of this article.

PASSED AND ADOPTED this 13" day of March, 2016

Mark Guthrie, Mayor

ATTEST:

Karen B. Schrom, City Secretary

158



RICHWOOD POLICE DEPARTMENT

1800 N Brazosport Blvd
Richwood, Texas 77531

RICHWOOD
TEXAS

BRYAN CORB Business (979) 265-2640
Chief of Police Emergency (979) 265-2222
Fax (979) 266-8533

March 9, 2017

Memo to Richwood City Council

Re:  Request for Sealed Bids for Ambulance Service

Mayor and Members of City Council,

The City of Richwood has not opened a bidding process for ambulance service since we
selected Clute EMS after the City of Richwood disbanded the Richwood Ambulance service.
The price of EMS services has been rising each year. Almost a year ago, the Mayor and Chief
Kocurek, and myself met and discussed bidding out the EMS service provided to Richwood
residents in an effort to ensure that we are getting the best service for our residents. The request
for bids has been finalized and we are looking to council for approval to open the bidding
process. The current contract expires in September, however the contract also calls for notice to
be given by June should we elect to cancel our service with Clute EMS.

If approved, the bidding process would be open from March14th until May 1, 2017. Bids
received during the open bidding time frame would be presented to council during the May 8th
council meeting.

Please let me know if you have any questions.

Respectfully,

Bryan Corb,
Chief of Police
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REQUEST FOR SEALED BID

The City of Richwood is requesting sealed bids for Ambulance Service. Bids are to be addressed to Michael
Coon, City Manager, City of Richwood, 1800 Brazosport Blvd., Richwood, TX 77531, Bids will be received until May
1, 2017 at 10:00 am at which time they will be taken to the City Hall Conference Room and will be read aloud.

REQUEST FOR SEALED BIDS
FOR AMBULANCE SERVICE
BID #_17-0001
CITY SECRETARY
CITY OF RICHWOOD
1800 BRAZOSPORT BLVD.
RICHWOOD, TX 77531

Specification can be obtained by calling the City Secretary at 979-265-2082, by picking them up at the Richwood City
Hall, 1800 Brazosport Blvd., Richwood, TX 77531 between the hours of 8:00 a.m. — 5:00 p.m., Monday thru Friday, or
by downloading them from the City’s web-site, www.richwoodtx.gov.

The City of Richwood reserves the right to refuse and reject any or all bids and to waive any or all formalities or
technicalities or to accept the bid to be the best and most advantageous to the City, and hold the bids for a period of
sixty (60) days without taking action. Bids submitted past the aforementioned date and time will not be accepted.

Caution to those submitting bids; those not in proper form may be rejected.
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CITY OF RICHWOOD
INSTRUCTIONS TO SERVICE PROVIDERS

Please read the specifications thoroughly and be sure that the answers comply with all the
requirements. Request to submit sealed bids are to be received at the office of City Secretary, 1800
Brazosport Blvd, Richwood, Texas 77531, until May 1, 2017 at 10:00 a.m. at which time they will be taken
into the City Hall Conference Room and read aloud.

Request for sealed bids received after the required aforementioned date and time will be returned to bidder
unopened.

Bids are to be submitted in a sealed envelope marked as follows:

REQUEST FOR SEALED BIDS
FOR AMBULANCE SERVICE
BID # 17-0001
CITY SECRETARY
CITY OF RICHWOOD
1800 BRAZOSPORT BLVD.
RICHWOOD, TX 77531

Submit one (1) original and one (1) copy of the specifications. A copy of the specifications can be obtained
by visiting the City’s web-site at www.richwoodtx.gov or coming by the City Hall at 1800 Brazosport Blvd,
Richwood, Texas between the hours of 8:00 am - 5 pm, Monday thru Friday, or by calling the City Secretary
at 979-265-2082.

The City of Richwood reserves the right to refuse and reject any or all bids and to waive any or all
formalities or technicalities or to accept the bids to be the best and most advantageous to the City, and hold
the bid for a period of sixty (60) days without taking action. Bids submitted past the aforementioned date
and time will not be accepted.

Cautioned to those submitting bid; bids not in the proper form may be rejected.
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STATE OF TEXAS §

COUNTY OF BRAZORIA §
EMERGENCY AMBULANCE SERVICE CONTRACT

This Contract is made by and between the City of Richwood, Texas hereinafter called “CITY” whose
address is 1800 Brazosport Blvd, Richwood, Texas 77531 and hereinafter called
‘COMPANY” whose address is :

WITNESSETH:

TERM

This contract shall be for a period beginning October 1, 2017, through September 30, 2018, with the
provision to extend the contract an additional two (2) years at one year intervals or unless sooner terminated
as herein provided.

DEFINITIONS
As used herein, the following terms shall have the meaning indicated.

a) Ambulance shall mean any vehicle equipped or used for transporting wounded, injured, or sick
person, but specifically excludes funeral coaches and patient transfers.

b) City map of the City of Richwood, Texas (Exhibit A).

c) Allowable Charges shall mean allowable fees the COMPANY may charge.

d) Emergency Ambulance shall mean two (2) ambulances (MICU) used, designed or re-designed for
the purpose of transporting the sick or injured, providing mobile intensive care unit (MICU), the
rendering of first aid, and/or assisting in rescue operations while the vehicle is being operated
under emergency conditions.

e) Emergency Call shall mean a request for ambulance service in which the element of time in
transporting the sick, injured or wounded for medical treatment is essential to the health or life of
such person.

f)  Emergency Circumstance shall mean the existence of circumstances in which the element of time
in transporting the sick, injured or wounded for medical treatment is essential to the health or life of
such person.

g) Emergency Service shall include the emergency ambulance trip to the place of emergency and
rendering of MICU, and the transport to the hospital or other specified destination.
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OBLIGATION OF COMPANY

COMPANY agrees to render and perform for all persons located within the City, “MICU”
emergency ambulance service in response to all emergency calls, as an independent contractor in
the area of Richwood, Texas, more fully describe as the boundaries encircling the City as per map
of the City of Richwood attached hereto and incorporated herein for all purposes as Exhibit “A”,
provided that emergency ambulance service shall not include deliveries or transfers of persons
from any rest home, clinic, hospital, convalescent home or other private institution which does not
involve emergency or medical treatment which is essential to the health or life of such person.

COMPANY is to include a detailed work history and references. COMPANY must provide any and
all documentation from the Texas Department of Health that would demonstrate any type of
violations by COMPANY from date this agreement is signed to the previous three (3) years; failure
to not provide information will cause bid to be disqualified.

CONSIDERATION
As consideration for rendering the emergency ambulances services provided for in this contract,
CITY agrees to pay COMPANY the sum of $ per month, such amount being payable

on the last day of each month beginning October 1, 2017, and continuing until the last day of
September 30, 2018, with a provision to extend the contract an additional two (2) years with one
year intervals ending September 30, 2020. The contract is renewed yearly, or unless this agreement
is sooner terminated pursuant to the provisions herein. CITY has the right to terminate this contract
without further obligation or liability.

INDEMNITY

The CITY shall not be liable or responsible for damage or injury to any person or damage or injury
to property, arising out of, or occasioned by, directly or indirectly, any act, omission, operation,
activity or any negligent act performed by the COMPANY, or its agents, servants, employees,
officers, directors, subcontractors, or licensees, under this agreement.

The CITY shall not be liable or responsible for, and shall be saved and held harmless by the
COMPANY from and against, any and all suits, actions, losses, damages, claims or liability of any
character, type, or description, for injury or death sustained by any person, including the
COMPANY’s employees, or damaged or injury to any property, including the COMPANY’s property,
arising out of, or occasioned by, directly or indirectly, any negligent operation or activity performed
by the CITY, or its agents, servants, employees, officers, or elected officials, under this agreement.

It is the expressed intent of the parties to this agreement that the indemnity provided for in this
section is an indemnity extended by the COMPANY to indemnify and protect the CITY from the
consequences of the City’'s own negligence, provided, however, that the indemnity provided for in
this section shall apply only when the negligent act of the CITY is contributory cause of the
resultant injury, death, or damage, and shall have no application when the negligent act of the
CITY is the sole cause of the resultant injury, death, or damage, unmixed with the legal fault of
another person or entity.

The CITY shall not be liable or responsible for, any act, omission, operation, activity or negligent
act performed by COMPANY, or its agent and shall be saved and held harmless by the COMPANY
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from and against any and all cost of litigation, attorney’s fees, court cost, expenses, and expert fee
reasonably incurred by CITY in the defense of any suits or actions for losses, damages, claims or
liability of any character, type, or description for injury or death to any person, or injury to any
property, received or sustained by any person or persons or property, arising out of, or occasioned
by, directly or indirectly, from any act, omission, operation or activity performed by the COMPANY,
or its agents, servants, employees, officers, directors, subcontractors, or licensees, under this
agreement, or arising from the negligent operation or activity performed by the CITY, or its agents,
servants, employees, officers, or elected officials, under this agreement.

It is the expressed intent of the parties to this agreement that the indemnity provided in this section
for all and all costs of litigation, attorney’s fees, court costs, expenses, and expert fees reasonably
incurred by CITY shall be applicable regardless of whether or not the CITY incurs liability for which
the COMPANY has agreed to indemnify the CITY.

VENUE
The parties agree that venue for purposes of any and all lawsuits, cause of action, arbitration,
and/or any other dispute(s) shall be in Hidalgo County, Texas.

CONFLICT OF INTEREST
Bidders are advised that they must be in compliance with the below mentioned law:

CHAPTER 176 OF THE TEXAS LOCAL GOVERNMENT CODE

Effective January 1, 2006, Chapter 176 of the Texas Local Government Code requires that any
vendor or person considering doing business with a local government entity disclose in the
Questionnaire Form CIQ, the vendor or person’s affiliation or business relationship that might
cause a conflict of interest with a local government entity. By law, this questionnaire must be filed
with the records administrator of the City of Richwood no later than the 7t business day after the
date the person becomes aware of facts that require the statement to filed as per Section 176.006,
Local Government Code a person commits an offense if the person violates Section 176,006, of
the Texas Local Government Code. An offense under this section is a Class C Misdemeanor.

For more information to obtain questionnaire CIQ, go to the Texas Ethics Commission web page at
www.ethics.state.tx/us/forms/CIQ.pdf. If you have any questions about compliance, please consult
your own legal counsel. Compliance is the individual responsibility of each person or agent of a
person who is subject to the filing requirements.

LIABILITY INSURANCE

The COMPANY shall provide automobile liability policy(ies) of insurance with coverage for all
COMPANY’s vehicles in an amount for each vehicle of not less than $100,000.00 property
damage, $250,000.00 bodily injury each person, and $500,000.00 bodily injury each occurrence,
and shall further provide errors and omissions policy(ies) of insurance with coverage for all of
COMPANY’s shall provide to the CITY satisfactory evidence of the existence of tis indemnification
coverage. The COMPANY shall require that the insurer specify in the certificate of coverage that
the insurer shall serve on the CITY 10 day’'s written notice prior to cancellation of the insurance
policy.
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INDEMNITY INSURANCE

The COMPANY shall provide a policy(ies) of insurance under which the CITY shall be indemnified
against any liability, as specified in this agreement, which provides for a minimum indemnification
coverage of all attorney’s fees, litigation costs, court costs expenses expert fees and $500,000.00
for each person and $100,000.00 for each single occurrence for bodily injury or death and

$200,000.00 for each single occurrence for injury to or destruction of property. The COMPANY
shall provide to the CITY satisfactory evidence of the existence of this indemnification coverage.
The COMPANY shall require that the insurer specify in the certificate of coverage that the insurer
shall serve the CITY 10 day’s written notice prior to cancellation of the insurance policy.

WORKER'’S COMPENSATION INSURANCE

COMPANY agrees to provide Worker's Compensation Insurance as mandated by Preamble
110.110, and hold harmless the CITY of any and all losses, damages or claims arising out of or in
any way connected with any injury or injuries to any employee or employees of the contract(s) and
from an any claims of any other person or persons for injuries, losses or damages sustained at,
around, or in connection with the work, unless the negligence of the City of Richwood and/or
servant and agents, is shown to be the sole proximate cause of said injury, loss, or damage.

Proof of insurance must be submitted at time of bid.

ADDITIONAL REQUIREMENTS

COMPANY agrees to assign at least one (1) staff member to coordinate and provide public
educational services, training, CPR and obstructed airway procedures, informational talks on EMS-
related subjects, and other health matters at no or minimal cost to the Richwood Fire and Police

Department personnel with coverage under the ambulance provider medical director at no cost to
the CITY.

COMPANY shall also supply MICU units at public events when requested to do so by CITY.
COMPANY shall provide phone number to person or people in charge for supplies that may be
needed at any time. COMPANY shall also provide any medical equipment needed for fire and/or
police department, requested supplies shall be provided after any emergency or on a daily basis.

If the contract comes to term and the CITY does not have an ambulance company in place,
the current COMPANY must agree to provide ambulance service under the same terms and
conditions until the CITY makes a selection for a permanent ambulance service provider.

IDENTIFICATION OF PERSONNEL

The COMPANY must provide a detailed list of all personnel and certification level. The COMPANY
will designate identification procedures for its operators and attendants and will be responsible for
ensuring that the procedures used will allow the general public to be able to readily identify
COMPANY’s personnel as ambulance personnel. Al COMPANY personnel shall carry on their
person at all time while performing their duties as set out herein identified establishing their
certification.
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PUBLIC NOTICE, ADVERTISING 911

COMPANY is authorized to give public notice of the arrangement for emergency ambulance
service set forth in this contact and to place appropriate listings in telephone directories and other
appropriate places concerning emergency calls. If CITY decides, during the term of this agreement,
to initiate, provide or participate in an emergency phone number, such as “911” or other like
service, COMPANY agrees to cooperate in such use and become a part of such service.

PROVISIONS OF BACK-UP SERVICE

COMPANY represents that it is able to, and agrees that it shall, respond to each emergency call
within a reasonable amount of time from the time of receiving a request for emergency service (not
to exceed ten (10) minutes). Should COMPANY be unable to so respond upon receiving a call,
COMPANY shall call for back-up service from another ambulance company and identify who the
backup COMPANY will be, or call for a dispatch from the Fire Department, or both, to ensure that a
timely response is provided.

COMPANY shall provide the name and number of the back-up ambulance company or companies.
COMPANY shall bear the cost of any such back-up service (‘Respond” as used herein means
dispatching an ambulance to the designated place).

RECORDS

COMPANY agrees to keep true and accurate records of its activities undertaken in this agreement.
COMPANY shall provide a monthly summary of such activities to the Police Chief of CITY to be
submitted on or before the 5t day of each month during the term of this contract, (failure to provide
information on a timely manner may result in the termination of the contract) containing the
following information: number of emergency calls made, the name of the person requesting
emergency service, the location, the time that the call was received, the time that the ambulance
was dispatched and the time of arrival (the response time), the nature of the call, the charges made
therefore, the number and condition of the ambulances in service, the number and certification
status of COMPANY’s personnel and such other relevant information as CITY may from time to
time require. The CITY uses the OSSI system and the COMPANY will be required to report using a
compatible system.

CIVIL DEFENSE, EMERGENCY PREPAREDNESS
COMPANY agrees to take part in all Civil Defense, Emergency Preparedness, and Disaster
Training exercises a deemed necessary by CITY.

HOSPITAL PROCEDURES
COMPANY agrees to follow and abide by the established protocol procedures of any hospital.

NON-ASSIGNABILITY
This contract shall be assignable in whole or in part by either party without prior written consent of
the other party.

TERMINATION BY CITY

The CITY and the COMPANY both agree and acknowledge the CITY may terminate the agreement
with or without cause at any time. Upon termination, the CITY will have no further obligation or
liability to the COMPANY other than the payment of services rendered to date of termination.
The CITY may terminate this agreement by providing written notice via U.S. mail,

167



certified mail, postage prepaid addressed to the COMPANY. The notice will be sent to
the COMPANY’s address indicated herein.

In the event that, during any term hereof, the CITY does not appropriate sufficient funds to meet
its obligations under this Agreement, then CITY may terminate this Agreement upon thirty
(3) days written notice to the COMPANY. The CITY agrees; however, to use its best efforts to
secure funds necessary for the continued performance of this Agreement. The parties intend
this provision to be a continuing right to terminate this Agreement at the expiration of each of
the CITY’s budget period pursuant to the provisions of Texas Local Government Code Ann.
271.903.

PLACE OF PERFORMANCE
This contract is performable in Richwood, Brazoria, Texas. Venue for any suit brought under
this contract shall be in Brazoria County Texas.

METHOD OF AWARD

Ambulance COMPANY is advised that the City of Richwood reserves the right to award
this contract to the lowest responsible COMPANY or the COMPANY that ranked the highest,
therefore, providing the best value. Factors and weights to be considered to determine
respondent providing the best value are as noted on the specification/requirements.

SERVICE REQUIREMENT
Ambulance service must be two (2) MICU or better. The back-up ambulance must also be
MICU. Preference will be given to the company with three (3) years or better as a 911 provider.

NOTICE
Any notice given by COMPANY to the CITY shall be sent by U.S. mail, certified mail,
postage prepaid addressed to:

City of Richwood

City Secretary

1800 Brazosport

Blvd.

Richwood, Texas 78589-2649

Signed and executed in triplicate this day of , 2017.

CITY OF RICHWOOD, TEXAS

MICHAEL COON, CITY MANAGER

JASON CORDOBA, CITY ATTORNEY 168



ATTEST:

KAREN B. SCHROM CITY SECRETARY

CHIEF ADMINISTRATIVE OFFICER

EMERGENCY AMBULANCE SERVICE
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EXHIBIT “B”

ALLOWABLE CHARGES

COMPANY is authorized to charge the rates set out below:

1.

Emergency Service

a. Basic Life Support

b. Advance Life Support (if required)
Oxygen Required per Person

Resuscitation per Person

Standby Time on a Single Trip for Each 10
Minutes of Fraction Thereof

Ambulance Refused or not Needed on Arrival
Mileage (trips exceeding 20 miles one-way)
Intravenous Fluid

a. Dextrose (50%)

b. Dextrose ( 5%)

c. Lactated Ringer Solution

Heart Monitor and Defibrillator
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Other Charges, Drugs, etc. as applicable
(standard rates)
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MEMORANDUM

To: The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Karen Schrom

Date: March 9, 2017

Subject: Authorization to seek Requests for Proposals for Custodial Services

We are asking for Council authorization to seek knew RFPs for Custodial Services. This entails
cleaning the City Hall/Police Department on a weekly basis. We have used the same firm, C&S
Janitorial since we originally moved in and their contract has expired.
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The City of Richwood is accepting request for proposals for an individual or company to provide cleaning and
janitorial services for the Richwood Municipal Building, a 12,000 square foot building, located at 1800
Brazosport Boulevard beginning May, 2017. The building may be viewed Monday through Friday from 8:00
a.m.to5p.m.

The Request for Proposals may be picked up at the Richwood City Hall, 1800 Brazosport Boulevard,
Richwood, Texas. The Request for Proposal is also available on the City’s web site at www.richwoodtx.gov.

The deadline for submission of Proposals is Wednesday, April 5, 2017 at 5:00 p.m. Submissions should be
marked:

Request for Proposals - Janitorial Services
and mailed to:

City of Richwood

Attn: Karen Schrom, City Secretary

1800 Brazosport Boulevard

Richwood, TX 77531

All requests for information and questions concerning this Request for Proposals shall be addressed to
Michael Coon, City Manager, 979-265-2082 or mcoon@richwoodtx.gov.

The City reserves the right to reject any or all proposals.
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Parties interested in competing for the project must submit proposals in accordance with the
instructions contained herein.

Description

The City of Richwood is seeking a Company or Individual experienced in providing janitorial services for the
City’s 12,000 square foot Municipal Building which houses the City Hall, Municipal Court, Police and Public
Works offices.

This RFP package includes the following:

1) General Terms and Conditions
2) Proposal Format

3) Exhibit A — Scope of Work

4) Exhibit B — Evaluation Criteria

Proposal Due Date

To be eligible for consideration, an original of the company’s response to this Request for Proposals (hereafter
called “response” or “proposal’) must be received by the City of Richwood no later than 5:00 PM on
Wednesday, April 5, 2017. The response may be submitted by mail, e-mail, or in person. Late submissions
cannot be considered.

GENERAL TERMS AND CONDITIONS
RFP Process

« This RFP is subject to all applicable state and local laws.

e RFPs, associated documents and addenda may be obtained from City of Richwood or
downloaded from its Website at www.richwoodtx.gov.

« Written addenda to the RFP may be issued to provide clarifications, corrections, or to answer questions.
It is the Proposer’s responsibility to periodically check with City of Richwood or the Website for
addendum that may be issued to implement changes or clarifications to the RFP, prior to due date.

« The City reserves the right to request additional information to clarify proposals. The City shall determine
the appropriate means of clarification: telephone, e-mail, letter, or oral interviews.

Evaluation and Selection

The City will evaluate proposals submitted by qualified Companies or Individuals on the basis of the guidelines
set forth in the RFP. The City reserves the right to request additional information and clarification of any information
submitted. The City will determine if interviews are necessary as part of its evaluation process.

Evaluation criteria have been established to determine which Company or Individual will best contribute to the
overall goals of the City. This criteria is detailed in Exhibit B (Evaluation Criteria).

Licenses and Taxes

The Contractor shall obtain all licenses and permits required by the City and State. A current copy of the
Contractor’'s occupational license must be submitted.
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Term

The Contract shall be for a one (1) year period beginning May 1, 2017, and ending April 30, 2018. Upon
written mutual agreement between the City Council and the Contractor, this Contract may be extended for
an additional one (1) year period.

Independent Contractor Status

The winning Company or Individual will be retained as an independent contractor, not an employee of the City.
The Contractor and the City agree to the following rights consistent with an independent contractor relationship:

« The Contractor has the sole right to control and direct the means, manner and method by which the
services required by this Agreement will be performed.

- The City shall not hire, supervise, nor pay anyone to assist the Contractor.

« The Contractor is not eligible to participate in any employee pension, health, vacation pay, sick pay
or other fringe benefit plan of the City.

« The City shall not require the Contractor to devote full time to performing the services required by this
Agreement.

= The Contractor has the right to perform services for others during the term of this agreement.

Local, State and Federal Taxes:

The Contractor shall pay all income taxes and FICA (Social Security and Medicare taxes) incurred while
performing services under this Agreement. The City will not:

« withhold FICA from the Contractor's payments nor make FICA payments on the Contractor’s behalf,
< make state or federal unemployment compensation contributions on the Contractor’s behalf, or
« withhold state or federal income tax from the Contractor's payments.

Background Check

The winning Contractor and any sub-contracted workers must submit to a background check prior to start
of work at the City.

PROPOSAL FORMAT

Proposals shall provide clear and sufficient detail to enable the selection committee to evaluate the
responsiveness and quality of the proposal to the RFP requirements. All proposals should include:

Firm Qualifications - Indicate the firm’s number of years of experience providing Janitorial Services.
Licenses and any other pertinent information shall be submitted. The minimum qualification requirements for
the RFP are described in Exhibit A.

Qualifications of Firm’s Supervisory Team — List the members of the firm’s supervisory team. Provide a
list of the personnel to be used on the project and their qualifications. Provide any other documentation that
demonstrates their ability to satisfy all of the minimum qualification requirements.

Previous Similar Services Offered - A list of similar services must be submitted. Information should
include: 1) Client name, address, phone number; 2) Description of work; 3) Years of service on project.

Cost — All pricing information and costs shall be provided based on services listed in the Scope of Work (Exhibit
A).

Disclosure - The Contractor must disclose whether it provides services or pays commissions to any employee
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or Council Member of City of Richwood. If so, company must disclose to whom services are provided and/or
commissions are paid.
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EXHIBIT A
SCOPE OF WORK

I. Firm Experience — The Contractor shall have three (3) years of satisfactory experience in full- service
janitorial maintenance, and have satisfactorily performed in a comparable facility (e.g. commercial
building, City building, etc.) under comparable scope of work for a period of not less than two (2)
years.

Il. Scheduling of Work - The Contractor shall provide janitorial services one times per week: Work to
be performed on the weekends.

lll. Regular Services Required - The Contractor shall furnish a reliable and experienced crew to
accomplish the following janitorial services:

Full Cleaning (each week)
+ Clean and sanitize the restrooms and restock
< Empty the wastebaskets in all offices and rooms. Replace City-supplied bags in wastebaskets.
* Vacuum City Building carpets.
= Mop the tiled areas and wood floors
< Waxing the floors on an as needed basis
« Dust desks, work stations, counter tops, and other furniture and fixtures
+ Clean the glass in the Council Chambers doors as well as the front and back doors.
« Clean the kitchen/break areas

Monthly Cleaning
e Clean/dust all blinds
¢ Clean the glass in the front and back doors and the Council Chamber doors
¢ Clean all the interior windows
e Clean all the chairs inside the Council Chambers

¢ Clean all the doors, door moldings, paneling in the Council Chambers, baseboards, window
casings, etc.

IV. Supervision of Work - The Contractor shall conduct regular systematic inspections of his/her/their
work crew, and shall be responsible for providing adequate supervision to assure competent and
satisfactory performance of the services required under this contract.

V. Complaints - Complaints about service may be cause for termination of any agreement for

janitorial services. The City believes that the key to good service relationships is to seek
constant informal feedback by asking.
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VI.

Complaints will be put into writing and will note the dates and places where the service was
unacceptable and did not meet the terms of conditions of this agreement. A copy will be immediately
forwarded to the Contractor for his/her response. Responses to a complaint about meeting contract
specification must include a plan to correct and make sure the problem does not reoccur.

Specifications - The Contractor shall furnish all tools, materials, equipment, apparatus, labor,

workmanship, transportation, and services necessary to perform and complete the work at the
City facility as per the “Scope of Work”.
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EXHIBIT B
EVALUATION CRITERIA

City of Richwood shall have the right to reject or accept any Proposal or offer, or any part thereof (e.g. any
component of any proposal) for any reason whatsoever and to accept other than the lowest offer, at its sole
discretion. All proposals will be evaluated by applying a set of evaluation criteria and awarding points to each
proposal.

The maximum number of points for the base proposal is 100. Each proposal shall be evaluated and assigned
points based on qualifications and experience, past performance/references, current work load, technical
capabilities, and cost.

CRITERIA MAXIMUM POINTS

Qualifications and Experience 0-20 pts

- Experience in performing like or comparable work
- Experience of key staff in performing like or comparable work

Past Performance/References 0-20 pts
. Quality of work.

. Special capabilities to accomplish work
. Coordination and cooperation with City and others
. Ability to meet deadlines and budgets

Technical Capabilities 0-20 pts
. Size of the firm
. Key personnel
. Equipment dedication

Current Work Load 0-10 pts

. Capacity to successfully complete required work in a timely manner
. Key staff accessible to City of Richwood staff

Cost 0-30 pts
. Cost per week

TOTAL MAXIMUM POINTS 100
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MEMORANDUM

To: Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Karen Schrom, Finance Director

Date: March 9, 2017

Subject: 2017 Debris Monitoring, Recovery and Other Related Services

We are asking Council to renew the Contract with Witt/O’Brien for Debris Monitoring, Recovery
and Other Related Service for one year.

They monitor the amount of debris removed, the trucks and equipment involved, manpower, etc.
The amount and detail of monitoring required after a serious event is time consuming. Having
this contract in place will free up city employees to actually assist in getting the City back to
some degree of normalcy after a storm.
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RICHWOOD POLICE DEPARTMENT

1800 N Brazosport Blvd
Richwood, Texas 77531

RICHWOOD
TEXAS

BRYAN CORB Business (979) 265-2640
Chief of Police Emergency (979) 265-2222
Fax (979) 266-8533

March 9, 2017

Memo to Richwood City Council

Re: Traffic Plan

Mayor and Members of City Council,

In 2015, the police department began the process of evaluating city streets, in an attempt
to gather data, to present to council as a request to unify the speed limit throughout the city in our
neighborhoods. The unification of the speed limits would change some limits on the streets
while others would remain. This would not affect the speed limits in our school zones, nor
would this affect speed limits on FM 2004, 288-B, or College as these are set by the State of
Texas.

At the August 2015 council meeting, | addressed several concerns that were sent to the
police department by residents of Richwood. As the issues were being addressed, a traffic plan
proposal was given to council for review with the expectation that once the data was gathered for
the city, we would present the proposed changes, if any.

The data has been gathered and some issues have already been addressed,; ie: cars parking
on the right-away. We are ready to move forward with proposing a unified speed limit in our
neighborhoods. While gathering the data for this proposal, we used the 85™ percentile of the
speeds recorded. The 85™ percentile is the data that traffic engineers use to help factor the best
proposed speed for that particular roadway. Using the 85" percentile, the data reflects speeds
between 25 and 30 mph, depending on the roadway. Based on the data and citations issued, we
are proposing a unified speed limit of 25 mph throughout our neighborhood streets with the
exception of school zones, which will be left at 20 mph. The proposed change would also be in
line with state law, which indicates speeds inside the city are to be 25 mph unless, it is a school
zone, and several proposed bills in currently being considered in Austin.
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A recent AAA speed study showed that pedestrians have a 43% better chance of
surviving a crash when the speed is 25 mph or lower.

There are 27 signs that would need to be changed throughout the city to reflect the
25 mph speed limit at a cost of $23.62 per sign for a total cost of $637.74.

Please let me know if you have any questions.

Respectfully,

Bryan Corb,
Chief of Police
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MEMORANDUM

To: The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Michael Coon, City Manager

Date: March 8, 2017

Subject: Oil & Gas Ordinance

During the 2015 Legislative Session, the State passed H.B. 40, which amended Chapter 81 of the
State’s Natural Resources Code to severally limit a municipality’s ability to regulate drilling for
oil and gas. Included below is a small section from the text of the new law.

“The authority of a municipality or other political subdivision to regulate an oil and gas
operation is expressly preempted, except that a municipality is authorized to enact, amend,
or enforce an ordinance or other measure that regulates only surface activity that is incident
to an oil and gas operation, is commercially reasonable, does not effectively prohibit an oil
and gas operation, and is not otherwise preempted by state or federal law.”

Per this relatively new law, we can only regulate the surface activities related to these drilling
wells, if it is done in a “commercially reasonable” manner. Our current ordinance prohibits drilling
within 1,000 feet of residential areas, which could be found to not be “commercially reasonable”.

This past year the City of Lake Jackson hired outside legal counsel to help them create an ordinance

that should meet the new standards set by HB 40. The draft of the ordinance that is currently being
proposed is basically the same as Lake Jackson’s ordinance.
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ORDINANCE NO. 413

AN ORDINANCE OF THE CITY OF RICHWOOD, TEXAS,
REGULATING THE DRILLING AND PRODUCTION OF OIL AND GAS
WELLS WITHIN THE CITY; PROVIDING THAT THIS ORDINANCE
SHALL BE CUMULATIVE OF ALL ORDINANCES; PROVIDING A
SEVERABILITY CLAUSE; PROVIDING A PENALTY FOR VIOLATIONS
HEREOF; PROVIDING A SAVINGS CLAUSE; PROVIDING FOR
PUBLICATION IN THE OFFICIAL NEWSPAPER; AND PROVIDING AN
EFFECTIVE DATE.

WHEREAS, the City of Richwood, Texas (the “City”) is a home rule city acting
under its charter adopted by the electorate pursuant to Article XI, Section 5, of the Texas
Constitution and Chapter 9 of the Local Government Code; and

WHEREAS, the City Council of Richwood, Texas finds that the enactment of regulations
governing drilling and production of oil and gas prior to permitting such operations is
necessary in order to protect the health, safety, and general welfare of the public; and

WHEREAS, the regulations herein established will preserve property values as well as
ensure safety by limiting noise, requiring screening and landscaping, establishing minimum
distance from residential and business structures and requiring restoration of drilling sites and
otherwise minimizing the impact of such operations on the city’s residents; and

WHEREAS, the City Council of the City of Richwood finds that the regulations set
forth herein are commercially reasonable and will allow a reasonably prudent operator to
fully, effectively, and economically exploit, develop, produce, process, and transport oil and
gas, as determined based on the objective standard of a reasonably prudent operator and not on
an individualized assessment of an actual operator's capacity to act; and

WHEREAS, the City Council of the City of Richwood finds that the regulations set
forth herein will not effectively prohibit an oil and gas operation conducted by a reasonably
prudent operator; and

WHEREAS, in light of the foregoing, the City Council of Richwood, Texas deems it
prudent to enact an ordinance to govern the drilling and production of oil and gas within the
corporate limits of the City of Richwood.

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE
CITY OF RICHWOOD, TEXAS THAT:
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Section 1.  Purpose

The exploration, development and production of oil and gas in the City are activities which
necessitate reasonable regulation to ensure that all property owners, mineral and otherwise, have
the right to enjoy their property and its benefits and revenues. It is hereby declared to be the
purpose of this article to establish reasonable and uniform limitations, safeguards and regulations
for operations related to the exploring, drilling, developing, producing, transporting and storing
of oil and gas and other substances produced in association with oil and gas within the City to
protect the health, safety and general welfare of the public, minimize the potential impact to
property and mineral rights owners, protect the quality of the environment and encourage the
orderly production of available mineral, and oil and gas resources.

Section 2. Definitions

All technical industry words or phrases related to the drilling and production of oil and gas
wells not specifically defined in this article shall have the meanings customarily attributable
thereto by prudent and reasonable oil and gas industry operators. The following words, terms
and phrases, when used in this article, shall have the meanings ascribed to them in this section,
except where the context clearly indicates a different meaning:

Abandonment: means "abandonment" as defined by the Texas Railroad Commission and
includes the plugging of the well and the restoration of any well site as required by this article.

All-Weather Hard Surface: means a permanent surface that as a minimum is a base course
constructed such that is meets the requirements of the International Fire Code, be at least twenty
feet (20°) wide, have an overhead clearance of fourteen feet (14°), drains appropriately, remains
water resistant, is free of litter, debris, weeds, grass or other objectionable materials or objects
and is visibly dust free.

Berm: means a mound of soil, either natural or man-made, used to obstruct a view.
Blowout Preventer: means a mechanical, hydraulic, pneumatic or other device or combination
of such devices secured to the top of a well casing, including valves, fittings and control

mechanisms connected there with, which can be closed around the drill pipe, or other tubular
goods which completely close the top of the casing and are designed for preventing blowouts.

Page 1
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Building: means any primary structure used or intended for supporting or sheltering any use or
occupancy. The term "building" shall be construed as if followed by the words "or portions
thereof."

Commission: means the Texas Railroad Commission.

Completion: means the date the work is completed for the drilling, re-drilling or re- working
of a well and the crew is released by completing its work or contract or by its employer.

Day: means a calendar day.

Derrick: means any portable framework, tower, mast and/or structure which is required or used
in connection with drilling or re-working a well for the production of oil and gas.

Drilling: means digging or boring a new well for the purpose of exploring for, developing or
producing oil and gas or for the purpose of injecting gas, water or any other fluid or substance
into the earth.

Drilling Equipment: means the derrick, together with all parts of and appurtenances to such
structure, every piece of apparatus, machinery or equipment used or erected or maintained for
use in connection with drilling.

Drill Site: means the immediate area used during the drilling, re-drilling or re-working of a well.

Emergency Response Plan: means a plan put in place to deal with emergency situations that
may occur at the site during all stages of the drilling and production process.

Exploration: means geologic or geophysical activities, including seismic surveys, related to the
search for oil and gas or other subsurface hydrocarbons.

Fire Department: means the Richwood Volunteer Fire Department.

Gas: means any fluid, either combustible or noncombustible, which is produced in a natural
state from the earth and which maintains a gaseous or rarefied state at standard temperature and
pressure conditions and/or the gaseous components or vapors occurring in or derived from
petroleum or natural gas.

Landfarming or Landfarm: means the deposit, spreading or mixing of drill cuttings, drilling

fluids, drilling mud, produced water or other drilling waste generated by the oil and natural gas
well drilling process on to the surface of land located within the territorial limits of the City.

Page 2
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Oil: means crude petroleum and other hydrocarbons regardless of gravity which are produced
at the wellhead in liquid form and the liquid hydrocarbons known as distillate or condensate
recovered or extracted from gas, other than gas produced in association with oil and commonly
known as casinghead gas.

Oil and Gas Well: means any well drilled, to be drilled, or used for the intended or actual
production of natural gas, oil and other hydrocarbons.

Operation Site: means the area used for development and production and all operational
activities associated with oil and gas after drilling activities are complete.

Operator: means, for each well, the person listed on the Railroad Commission’s Form W-1 or
Form P-4 for a well that is, or will be actually in charge and in control of drilling, maintaining,
operating, pumping or controlling any well, including, without limitation, a unit operator. If
the operator, as herein defined, is not the lessee under an oil and gas lease of any premises
affected by the provisions of the article, then such lessee shall also be deemed to be an
operator. In the event that there is no oil and gas lease relating to any premises affected by
this article, the owner of the fee mineral estate in the premises shall be deemed an operator.

Person: means both the singular and the plural and means a natural person, a corporation,
association, guardian, partnership, receiver, trustee, administrator, executor, and fiduciary or
representative of any kind.

Production: means the period between completion of drilling and the abandonment of the well.

Public Building: means all buildings used or designed to and intended to be used for the purpose
of assembly of persons for such purposes as deliberation, entertainment, amusement, or health
care. Public buildings include, but shall not be limited to, theaters, assembly halls, auditoriums,
exhibition halls, museums, gymnasiums, bowling lanes, libraries, skating rinks, courtrooms,
restaurants, and hospitals.

Re-Drill: means re-completion of an existing well by deepening or sidetrack operations extending
more than one hundred fifty feet (150°) from the existing well bore.

Religious Institution: means any building in which persons regularly assemble for religious
worship and activities intended primarily for purposes connected with such worship or for
propagating a particular form of religious belief.

Residence: means a house, duplex, apartment, townhouse, condominium, mobile home or other

building designed for dwelling purposes, including those for which a building permit has been
issued on the date the application for an oil and gas well permit is filed and accepted by the City.

Page 3
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Re-working: means re-completion or re-entry of an existing well within the existing bore hole or
by deepening or sidetrack operations which do not extend more than one hundred fifty feet
(150%) from the existing well bore, or replacement of well liners or casings.

Right-of-Way: means any area of land within the City that is acquired by, dedicated to, or claimed
by the City in fee simple, by easement, by prescriptive right or other interest and that is expressly
or impliedly accepted or used in fact or by operation of law as public roadway, sidewalk,
alley, utility, drainage, or public access easement or used for the provision of governmental
services or functions. The term includes the area on, below, and above the surface of the public
right-of-way. The term applies regardless of whether the public right-of-way is paved or unpaved.

Road Damage Remediation Fee means a fee assessed to repair damage to public roadways
that is based on the projected damage and decreased life expectancy of roadways in the city
caused by the operator’s use of the roadways.

Road Repair Agreement means a written agreement obligating the operator to repair damage
to public streets and bridges caused by the performance of any drilling of wells or the production
of any gas wells.

School: means any public and private, primary, secondary, and higher educational facilities
providing education up through and including college level classes and any licensed day care
centers, meaning a facility licensed by the State of Texas or by the City of Richwood that
provides care, training, education, custody, treatment or supervision for more than six (6)
children under fourteen (14) years of age, and for less than twenty-four (24) hours per day.

State water: means the waters identified by Section 11.021 of the Texas Water Code.

Street: means any street, highway, sidewalk, alley, avenue, recessed parking area or other
public right-of-way, including the entire right-of-way.

Well: means any single hole or bore to any horizon, formation, or strata, for the purpose of
producing gas, liquid hydrocarbon, brine water or sulphur water, or for use as an injection
well for secondary recovery, disposal or production of oil, gas, or other hydrocarbons from the
earth. For each separate new hole an oil and gas well permit is required.

Section 3. City Oversight

Agents of the City shall have the authority to enter and inspect any premises covered by the
provisions of this article to determine compliance with the provisions of this article and all
applicable laws, rules, regulations, standards or directives of the City or State. Failure of any

person to permit access to any City agent shall constitute a violation of this article. Additionally,
City officials shall have the authority to issue any orders or
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directives required to carry out the intent and purpose of this article and its provisions. City
officials shall have the authority to request and receive any records, including any records
sent to the Commission, logs, reports and the like, relating to the status or condition of any
permitted well necessary to establish and determine compliance with the applicable permit.
Failure of any person to provide any such requested material shall be deemed a violation of
this article.

Section 4.  Operator’s Agent

Every operator of any well shall designate an agent, who is a resident of the State of Texas,
upon whom all orders and notices provided in this article may be served in person or by
registered or certified mail. Every operator designating such agent shall within ten (10) days
notify the City in writing of any change in such agent or such mailing address unless
operations within the City are discontinued. Failure to do so shall be deemed a violation of this
article.

Section 5. Seismic Survey Permit Requirements

A permit shall be required for seismic surveys. All seismic survey permit applications shall be

submitted to city council for approval. The seismic survey shall not begin prior to the issuance

of a seismic survey permit from the City. A permit shall include, but is not limited to, the
following information:

(a) Operator/applicant name, phone number, fax number, physical address, and, if possible,
email address; if the operator is a corporation, the state of the incorporation, and if the
operator is a partnership, the names and addresses of the general partners shall be
provided.

(b) Detailed mapping of location and extent of seismic survey.

(c) Date and time the seismic survey will be conducted.

(d) Detailed explanation of the seismic survey method to be used on site.

(e) Date and time the seismic survey will be completed.

) If the seismic survey is conducted in any right-of-way then the operator must reimburse
all costs to the City for any damages associated with the seismic survey.

(@)  The permit fee for a seismic survey on public property shall be 25 cents per linear
foot, plus the costs of barricade rental and personnel required to direct and divert traffic if
City forces and materials are used.

(h)  An operator must submit a traffic safety and management plan as required by the City with
all seismic surveys that are conducted within the right-of-way.
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Under no circumstances may explosive charges, including, but not limited to, the use of
dynamite, be used in any way related to the preparation and/or operation of conducting a
seismic survey.

Operator/applicant ~ shall purchase  and maintain  the following insurance

coverage:

(1) Worker’s compensation insurance meeting applicable statutory requirements
and employer’s liability insurance with minimum limits of One Hundred
Thousand Dollars ($100,000) for each accident.

(2)  Commercial general liability insurance, or any combination of general liability and
umbrella or excess insurance, with minimum limits of Two Million Dollars
(%$2,000,000) as the combined single limit for each occurrence of bodily injury,
personal injury and property damage. The policy shall provide blanket
contractual liability insurance for all written contracts and shall include
coverage for products and completed operations liability, and independent
contractor’s liability; coverage for property damage. The insurance coverage must
be written by a company or companies approved to conduct business in the State
of Texas. The City, its officers and employees, must be named as an additional
insured on the policy.

(3)  Automobile liability insurance covering all owned, hired, and non-owned
vehicles in use by Operator/applicant, its employees and agents, with personal
protection insurance and property protection insurance to comply with the
provision of state law with a minimum limits of Two Million Dollars ($2,000,000)
as the combined single limit for each occurrence for bodily injury and property
damage.

(4)  The City will accept certificates of self-insurance which provide the same
coverage as required herein, so long as the Operator/applicant demonstrates by
written information to the City Manager that it has adequate financial resources
to be a self-insured entity.

(5)  All policies other than those for Worker’s Compensation shall be written on an
occurrence and not on a claims made basis and shall name the City, its officers and
employees as additional insureds. All insurance carriers and surplus line carriers
shall be rated A+ or better by A.M. Best Company.

(6) Insurance policies must provide that the issuing company waives all right to
recovery by way of subrogation against the City in connection with damage
covered by the policy.
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Section 6.  Oil and Gas Well Permit Requirements

@

(b)

(©

(d)

(e)

A person wanting to engage in and/or operate in oil and gas production activities shall
apply for and obtain an oil and gas well permit under this article and shall indicate what
type of well permit is requested. It shall be unlawful for any person acting either for himself
or acting as an agent, employee, independent contractor, or servant for any person to drill
any well, assist in any way in the site preparation, re-working, or operation of any such
well or to conduct any activity related to the production of oil and gas without first
obtaining an oil and gas well permit issued by the City in accordance with this article.
Such activities include, but are not limited to, re-working, initial site preparation, drilling,
operation, and construction of rigs or tank batteries.

The operator must apply for and obtain an oil and gas well permit for the drilling of each
well. The operator shall neither apply for nor obtain a "blanket" permit for more than one
(1) well if multiple wells are located on the same tract of land. Each new well
established at the ground surface will be considered a new oil and gas well permit.

An existing oil and gas well permit shall not constitute authority for the re-entering and
drilling of an abandoned well. An operator shall obtain a new well permit in accordance
with the provisions of this article if the operator is re-entering and drilling an abandoned
well.

When an oil and gas well permit has been issued to the operator for the drilling, re-
entering, activating or converting of a well, such oil and gas well permit shall constitute
sufficient authority for drilling, operation, production gathering or production
maintenance, repair, re-working, testing, plugging and abandonment of the well and/or
any other activity associated with mineral exploration at the site of such well. An amended
oil and gas well permit shall be obtained before such well may be modified for purposes
of re-drilling, deepening or converting such well to a depth or use other than that set
forth in the then current permit for such well.

Any person who intends to re-work a permitted well using a drilling rig after initial
completion shall give written notice to the City no less than ten (10) days before the
activities begin. The notice must identify where the activities will be conducted and
must describe the activities in detail, including, but not limited to, the duration of the
activities and the time the activities will be conducted. The use of explosive charges
shall be subject to the approval of the City Council. The notice must also provide the
address and twenty-four (24) hour telephone number of the person conducting the
activities. The person conducting the activities shall post a sign on the property giving the
public notice forty eight (48) hours in advance of the re-working activities. The sign
shall comply with the requirements of Section 13, “On Site and Technical Regulations,”
(w) Signs (1).
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Well setbacks for oil and gas well permits.
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@

©)

4)

It shall be unlawful to drill, re-drill, deepen, re-enter, activate or convert any
well, the center of which, at the surface of the ground, is located:

a. Within six hundred feet (600”) from any residence, religious institution,
public building, school, retail or commercial building, city park, state water
or hospital building for which a building permit has been issued on the
date of the application for an oil and gas well permitis filed with the City;

b. Within fifty feet (50°) of any public street, road, highway, or right-of- way
line;

C. Within one hundred feet (100°) of any existing potable water well.
d. Within one hundred fifty feet (150°) of any property line.

e. The measurement of all distances shall be calculated from the proposed
well bore, in a straight line, without regard to intervening structures or
objects, to the closest exterior point of the object listed in items a through
d, above. The above calculations shall be prepared by a Registered
Professional Land Surveyor.

Tank batteries, including storage tanks, separators and compressors shall be
located at least three hundred feet (300°) from any playground, competition
athletic field, picnic area, residence, religious institution, public building, hospital
building or schools, or any other building used or designed and intended to be
used for human occupancy for which a building permit has been issued on the
date the application for an oil and gas well permit is filed. The distance shall be
calculated from the closest tank batteries, separators or compressors, in a straight
line, without regard to intervening structures or objects, to the closest part of the
playground, competition athletic field, picnic area, residence, religious institution,
public  building, hospital building or schools, or any other building used or
designed and intended to be used for human occupancy.

The distances set out in subsection 6 (f)(1)(a) above may be reduced at the
discretion of the City Council, but never less than three hundred feet (300”)
except as provided by (4) below. All distance reductions shall be documented
as exceptions to the requested permit prior to issuance.

Notwithstanding the provisions of this section, wells may be drilled no closer
than one hundred fifty feet (150°) from an existing residence
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(k)

constructed on a lot or tract that is at least one-half acre in size and that is occupied
by persons who in writing consent to the request to drill the well if approved by
a majority vote of the City Council. Said written consent is required from all
residences occupied by persons within three hundred feet (300”) of a proposed
well bore prior to an application for a well permit being processed by city staff.
Wells may be re-drilled, deepened, re- entered, activated or converted if no
closer than one hundred fifty feet (150°) from any residence constructed after
the well was originally drilled without such consent.

(5) Notwithstanding the provisions of this section, new residences may be built
no closer than three hundred feet (300”) from an existing well.

An oil and gas well permit shall automatically terminate, unless extended, if drilling
is not commenced within ninety (90) days from the date of the issuance of the permit. A
well permit may be extended by the City for an additional ninety

(90) days upon written request by the operator and proof that the regulatory
standards of the requested permit for such location have not changed.

Permits required by this article are in addition to and are not in lieu of any permit which
may be required by any other provision of the City Code or by any other governmental
agency.

No oil and gas well permit shall be issued for any well to be drilled within the
floodway identified by the Federal Emergency Management Agency (FEMA) on the
most current Federal Insurance Rate Map (FIRM) or by the City of Richwood,
whichever is more restrictive. Oil and gas wells proposed in the floodplain outside of
the floodway shall comply with the requirements for development in the City’s Standard
General Conditions Manual.

No oil and gas well permit shall be issued for any well to be drilled that is not in
compliance with any standard, provision, procedure, and/or recommendation as described
in the Standard General Conditions Manual.

By acceptance of any permit issued pursuant to this article, the operator expressly
stipulates and agrees to be bound by and comply with the provisions of this article. The
terms of this article shall be deemed to be incorporated in any permit issued pursuant
to this article with the same force and effect as if this article was set forth verbatim in
such permit.

Section 7. Oil and Gas Well Permit Application and Filing Fees

@

Every application for an oil and gas well permit issued pursuant to this article shall
be in writing signed by the operator, or some person duly authorized to sign on his behalf,
and filed with the City.
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(b)

Every application shall be accompanied by a permit fee of [five thousand dollars
($5,000.00)|, provided, however, that in the event the City incurs additional costs to
administer a permit application, the applicant shall pay for all such additional cost as
part of the permit fee. The application shall include the following information:

@
@)

©)

4)
®)

(6)

™

®

©

(10)

(11)

The date of the application and type of permit requested.

An accurate legal description of the lease property to be used for the operation
site, the parcel and the production unit and name of the geologic formation as used
by the Commission. Property recorded by plat shall reference subdivision, block
and lot numbers.

Map showing proposed transportation route and road(s) for equipment,
chemicals or waste products used or produced by the oil and gas operation.

Proposed well name and well depth.

Surface owner names(s), telephone number(s), fax number(s), physical
address(es), and, if possible, e-mail addresses, of the lease property.

Mineral lessee name, telephone number, fax number, physical address, and, if
possible, e-mail address.

Operator/applicant name, telephone number, fax number, physical address, and if
possible, e-mail address and if the operator is a corporation, the state of
incorporation, and if the operator is a partnership, the names and addresses of the
general partners.

Name, telephone number, fax number physical address of individual designated
to receive notice, and, if possible, e-mail address.

Names and address of representatives or operator’s agent with supervisory
authority over all oil and gas operation site activities and an emergency twenty-
four (24) hour telephone number.

Location and description of all improvements and structures within eight hundred
feet (800) of the well. Such locations and descriptions shall be prepared by a
Registered Professional Land Surveyor.

A site plan of the proposed operation site showing the location of all
improvements and equipment, including the location of the proposed well(s) and
other facilities including, but not limited to, tanks, pipelines, compressors,
separators and storage tanks or storage sheds. Upon completion of the construction
of the drill site, the operator shall furnish the
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City with a post-construction site plan. The operator shall furnish the City with a
new site plan whenever a change is made to the existing conditions of a drill site,
fracturing pit, or access road. All site plans must include the following criteria:

a.

b.

Property boundaries with dimensions and setback lines.

Location of proposed buildings and structures indicating sizes in
square feet.

The location and intensity of exterior lighting fixtures.
The location of mechanical equipment.

Outside storage areas.

Curb cut locations.

Parking, loading, and maneuvering areas.

The location, materials and dimensions of screening improvements as
required by section 14.

A separate plan sheet showing the location, materials and dimensions
of all screening improvements as required by section 14.

Waste disposal locations with screening.

Adjacent Property lines, streets, easements immediately adjacent to the
operation site.

Names of owners of property immediately adjacent to the operation site.
Names of subdivisions immediately adjacent to the operation.

Site plans shall be submitted on a sheet size of 24” x 36” minimum with a
scale of 100:1 inch. Digital versions of the plans may be submitted in
addition to the hard copy.

City boundaries where applicable.

Date the drawing was prepared with name, address, and phone
number of preparer.
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(12)

(13)
(14)

(15)

(16)

an

(18)

qg. Location, width, purpose of all existing easements.

r. North arrow, at a maximum scale of 1:50 immediately adjacent to the
operation site.

S. All existing street names immediately adjacent to the operation site.
t. Dimensions of all existing rights-of-way.
u. Title Block identifying oil and gas well site location.

V. Vicinity location map at 1= 2000’.

w. Zoning classifications of all properties shown on the Site Plan.
X. Location of 100-year flood limits where applicable.

y. Texas NAD83 State Plane Coordinates for at least two corners

Z. As—a—minimum—aA preliminary drainage study as identified in the
Design Criteria and Construction Standards Manual.

Copies of all reports required by the Commission, specifically including a copy
of the approved Railroad Commission Form W-1 and/or P-4.

A description of public utilities required during drilling and site operations.

A description of the water source to be used during drilling.

A copy of the Storm Water Pollution Prevention Plan (SWPPP) as required by
the Commission, the Texas Commission on Environmental Quality (TCEQ),
the United States Environmental Protection Agency (USEPA) and/or the City.
A copy of the Notice Of Intent (NOI) shall be submitted to the City at least three
(3) days prior to the commencement of any onsite activity.

A copy of the determination by the Commission of the depth of useable quality
ground water.

Evidence of insurance and security requirements under this article.
A statement, under oath, signed by the operator or designated representative, that

the information submitted with the application is, to the best knowledge and belief
of the operator or designated representative, true and correct.
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(19) All required application and permit fees.

(20) A copy of a Hazardous Materials Management Plan and additionally, all material
safety data sheets (MSDSs) for all hazardous materials that will be located,
stored, transported and/or temporarily used on the drilling site shall be provided
to the City and the Fire Marshal.

Building Permit Required.

Q) No building or structure regulated by the current technical codes adopted by the
City shall be erected, constructed, enlarged, altered, repaired, moved, improved,
removed, converted, or demolished unless a separate permit for each building or
structure has first been obtained from the City. No subdivision plat will be required.

(2)  Appropriate temporary or permanent restroom facilities shall be provided during
the course of any work subject to regulation by the current technical codes adopted
by the City.

A road repair agreement and road damage remediation fee shall be submitted in

conjunction with the application for a well permit. The agreement must be signed by the operator
and the City Manager. A road damage remediation fee shall be charged for each well included
in a well permit in the amount determined by a technical advisor hired by the City in accordance
with section 19.

Section 8.  Permitting Procedure

@
(b)

(©

(d

All Oil and Gas Well Permits will be filed through the City Manager’s Office.

It is the responsibility of the City to review and approve or disapprove all applications for
oil and gas well drilling permits based on the criteria established by this article.

The City, within sixty (60) days after the filing of a completed application and
remittance of all fees, insurance, and security per the requirements of this article for an
oil and gas well permit, shall determine whether the permit application shall be
approved or denied.

The provisions of this article shall apply to any dwellings or buildings for which an
application for a building permit has been submitted on the date the application for an
oil and gas well permit is filed with the City.

(1)  All new and/or proposed construction of any buildings, structures, streets, roads,
and/or applicable improvements to the property upon which any oil
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or gas well is located must be in compliance with all applicable setback
requirements enumerated in this article.

If all the requirements of this article are met, the City shall issue a permit for the
drilling of the well or the installation of the facilities for which the permit
application was made.

If the City denies a permit application for cause as set out in this article for the
requested oil and gas well permit, the City shall notify the operator in writing of
such denial stating the reasons for the denial. Within sixty (60) days of the date
of the written decision of the City to deny the permit, the operator may cure those
conditions that caused the denial and resubmit the application to the City for
approval and issuance of the permit. Additionally, the operator may file an appeal
to the City Council pursuant to section 18 of this article.

The failure of the City to review and issue a permit within the time limits
specified above shall not cause the application to be deemed approved. The
failure of the City to act within the time limit shall be deemed a disapproval.
The operator may file an appeal to the City Council pursuant to section 18 of this
article.

If an application for a permit is denied by the City, nothing herein contained shall prevent
a new permit application from being submitted to the City for the same well.

Section 9. Amended Oil and Gas Well Permits

@

(b)

An amended permit may be issued for, but not limited to, the following changes in drill
and/or operational site activities:

@
@
©)
“
®
(6)

Re-drilling;

Deepening beyond one hundred fifty feet (150”) of the permitted depth;
Site access;

Locations and/or quantities of equipment as determined by the City;
Locations and/or number of drilling fluid or other types of pits; and

Locations and/or number of buildings and structures.

Applications for amended permits shall be in writing, shall be signed by the operator,
and shall include the following:
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(e)

®

(1)  Anapplication fee of five hundred dollars ($500.00);
(2) A description of the proposed amendments;

(3)  Any changes to the information submitted with the application for existing
permit (if such information has not previously been provided to the City);

(4)  Such additional information as is reasonably required by the City to
demonstrate compliance with the applicable permit;

(5) Such additional information as is reasonably required by the City to
prevent imminent destruction of property or injury to persons; and

(6)  Anamended Site Plan will be required.

All applications for amended permits shall be filed with the City. Incomplete
applications may be returned to the applicant, in which case the City shall provide a
written explanation of the deficiencies; however, the City shall retain the application
fee. The City may return any application as incomplete if there is a dispute pending
before the Commission regarding the determination of the operator.

If the activities proposed by the amendment are not materially different from the activities
covered by the existing permit then the City shall approve or disapprove the amendment
within thirty (30) days after the application is filed.

If the activities proposed by the amendment are materially different from the activities
covered by the existing permit, and do not create a risk of destruction of property or
injury to persons, then the City shall approve or disapprove the amendment within
sixty (60) days after the application is filed. If, however, the activities proposed by the
amendment are materially different and, in the judgment of the City, might create a
risk of destruction of property or injury to persons that were not associated with the
activities covered by the existing permit or that were not otherwise taken into
consideration by the existing permit, the City may require the amendment to be
processed as a new permit application.

The failure of the City to review and issue an amended permit within the time limits
specified above shall not cause the application for the amended permit to be deemed
approved. Further, the decision of the City to deny an amendment to a permit shall be
provided to the operator in writing within the time period indicated in (d) or (€) above,
including an explanation of the basis for the decision. The operator may appeal any
such denial to the City Council pursuant to section 18 of this article.
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Section 10. Suspension or Revocation of Oil and Gas Well Permits

@

(b)

(©

(d

(e)

If an operator (or its officers, employees, agents, contractors, or representatives) fails to
comply with any requirement of a permit (including any requirement incorporated by
reference as part of the permit), the City shall give written notice to the operator
specifying the nature of the failure and giving the operator a reasonable time to cure,
taking into consideration the nature and extent of the failure, the extent of the efforts
required to cure, and the potential impact on the health, safety, and welfare of the
community. In no event, however, shall the cure period be less than ten (10) days unless
the failure presents a risk of imminent danger of property or injury to persons or unless
the failure involves the operator's failure to provide periodic reports as required by this
article.

If the operator fails to correct the noncompliance, the City may suspend or revoke
the permit pursuant to the provisions of this article.

No person shall carry on any operations performed under the terms of the permit issued
under this article during any period of any permit suspension or revocation or pending a
review of the decision or order of the City in suspending or revoking the permit. Nothing
contained herein shall be construed to prevent the necessary, diligent and bona fide
efforts to cure and remedy the default or violation for which the suspension or
revocation of the permit was ordered for the safety of persons or as required by the
Commission.

If the operator does not cure the noncompliance within the time specified in this article,
the City, upon written notice to the operator, may notify the Commission and request
that the Commission take any appropriate action.

An operator may, within thirty (30) days of the date of the decision of the City in writing
to suspend or revoke a permit, file an appeal to the City Council pursuant to section 18 of
this article.

Section 11. Periodic Reports

@

The operator shall notify the City of any changes to the following information within
ten (10) days after the change occurs:

(1)  The name, physical address, telephone number, and fax number, of the operator;

(2)  The name, address, and telephone number of the person designated to receive
notices from the city (which person must be a resident of Texas that can be
served in person or by registered or certified mail); and

(3)  The operator's emergency action response plan (including "drive-to-maps" from
public rights-of-way to each drill site).
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The operator shall notify in writing the City of any change to the name, address, and
twenty-four (24) hour phone number of the person(s) with supervisory authority over
drilling or operations activities within one (1) business day.

The operator shall provide a copy of any "incident reports” or written complaints
submitted to the Commission and a copy to the City within ten (10) days after the operator
has notice of the existence of such reports or complaints.

Beginning on December 31st after each well is completed, and continuing on each
December 31st thereafter until the operator notifies the City that the well has been
abandoned and the site restored, the operator shall submit a written report to the City
identifying any changes to the information that was included in the application for the
applicable permit that have not been previously reported to the City.

Section 12.  Bond, Letters of Credit, Indemnity, Insurance.

@

General requirements. The operator shall be required to:

(1) Comply with the terms and conditions of this article and the permit issued
hereunder.

(2)  Promptly clear drill and operation sites of all litter, trash, waste and other
substances used, allowed, or occurring in the operations, and after abandonment
or completion grade, level and restore such property to the same surface
conditions as nearly as possible as existed before operations as determined by
the City.

3) Indemnification and express negligence provisions. Operators shall sign each
permit and the City shall retain a signed original. Each such permit issued by the
City shall include the following language: “Operator does hereby expressly
release and discharge, all claims, demands, actions, judgments, and executions
which it ever had, or now has or may have, or assigns may have, or claim to
have, against the City of Richwood, and/or its departments, agents, officers,
servants, successors, assigns, sponsors, volunteers, or employees, created by, or
arising out of personal injuries, known or unknown, and injuries to property, real
or personal, or in any way incidental to or in connection with the performance
of the work performed by the operator under a permit. The operator shall fully
defend, protect, indemnify, and hold harmless the City of Richwood, Texas, its
departments, agents, officers, servants, employees, successors, assigns, Sponsors,
or volunteers from and against each and every claim, demand, or cause of action
and any and all liability, damages, obligations, judgments, losses, fines, penalties,
costs, fees, and expenses incurred in defense of the City of Richwood, Texas,
its departments, agents,
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officers, servants, or employees, including, without limitation, personal injuries
and death in connection therewith which may be made or asserted by operator,
its agents, assigns, or any third parties on account of, arising out of, or in any
way incidental to or in connection with the performance of the work performed
by the operator under a permit.”

Promptly pay all fines, penalties and other assessments imposed due to
breach of any terms of the permit.

Promptly restore to its former condition any public property damaged by the
oil and gas operation.

Bond, irrevocable letter of credit. Prior to the issuance of an oil and gas well
permit the operator shall provide the City with a security instrument in the form of a
bond or an irrevocable letter of credit as follows:

@)

@)

®)

Bond. A bond shall be executed by a reliable bonding or insurance institution
authorized to do business in Texas, acceptable to the City. The bond shall
become effective on or before the date the oil and gas well permit is issued
and shall remain in force and effect for at least a period of six (6) months after
the expiration of the permit term or until the well is plugged and abandoned
and the site is restored, whichever occurs last. The operator shall be listed as
principal and the instrument shall run to the City, as obligee, and shall be
conditioned that the operator will comply with the terms and regulations of
this article and the City. The original bond shall be submitted to the City.

Letter of Credit. A letter of credit shall be issued by a reliable bank
authorized to do business in Texas and shall become effective on or
before the date the permit is issued. The letter of credit shall remain in
force and effect for at least a period of six (6) months after the expiration of
the permit term or until the well is plugged and abandoned and the site is
restored, whichever occurs last. The City shall be authorized to draw upon
such letter of credit to recover any fines or penalties or costs to remedy
assessed under this article. Evidence of the execution of a letter of credit shall
be submitted to the City by submitting an original signed letter of credit
from the banking institution, with a copy of the same provided to the City
Secretary.

The principal amount of any security instrument shall be Fifty Thousand
Dollars ($50,000.00) for any single well. If, after completion of a well, the
applicant/operator, who initially posted a Fifty Thousand Dollars
($50,000.00) bond, has complied with all of the provisions of this article
and whose well is in the producing stage and all drilling operations have
ceased, may submit a request to the City to reduce the existing bond to Ten
Thousand Dollars ($10,000.00) for the remainder of the time the well
produces without reworking. During reworking operations, the amount of the
bond or letter of credit shall be maintained at Fifty Thousand Dollars
($50,000.00). If at any time after no less than a fifteen (15) day written
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notice to the operator and a public hearing, the City Council shall deem any
operator's bond or letter of credit to be insufficient, it may require the operator
to increase the amount of the bond or letter of credit up to a maximum of
Two Hundred Fifty Thousand Dollars ($250,000.00) per well.

Whenever the City finds that a default has occurred in the performance of any
requirement or condition imposed by this article, a written notice shall be given
to the operator. Such notice shall specify the work to be done, the estimated cost
and the period of time deemed by the City to be reasonably necessary for
the completion of such work. After receipt of such notice, the operator shall,
within the time therein specified, either cause or require the work to be
performed, or failing to do so, shall pay over to the City one hundred twenty-
five percent (125%) of the estimated cost of doing the work as set forth in the
notice. In no event, however, shall the cure period be less than thirty (30) days
unless the failure presents a risk of imminent destruction of property or injury to
persons or unless the failure involves the operator's failure to provide periodic
reports as required by this article. The City shall be authorized to draw against
any irrevocable letter of credit or bond to recover such amount due from the
Operator. Upon receipt of such monies, the City shall proceed by such mode
as deemed convenient to cause the required work to be performed and completed,
but no liability shall be incurred other than for the expenditure of said sum in
hand. In the event that the well has not been properly abandoned under the
regulations of the Commission, such additional money may be demanded from
the operator as is necessary to properly plug and abandon the well and restore the
drill site in conformity with the regulations of this article.

In the event the operator does not cause the work to be performed and fails or
refuses to pay over to the City the estimated cost of the work to be done as set
forth in the notice, or the issuer of the security instrument refuses to honor
any draft by the City against the applicable irrevocable letter of credit or bond
the City may proceed to obtain compliance and abate the default by way of civil
action against the operator, or by criminal action against the operator, or by both
such methods.

When the well or wells covered by said irrevocable letters of credit or bond have
been properly abandoned in conformity with all regulations of this article, and
in conformity with all regulations of the Commission and notice to that effect has
been received by the City, or upon receipt of a satisfactory substitute, the
irrevocable letter of credit or bond issued in compliance with these regulations
shall be terminated and cancelled.
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Insurance. In addition to the bond or letter of credit required pursuant to this article,
the operator shall carry a policy or policies of insurance issued by an insurance
company or companies authorized to do business in Texas. In the event such insurance
policy or policies are cancelled, the permit shall be suspended on such date of cancellation
and the operator's right to operate under such permit shall immediately cease until the
operator files additional insurance as provided herein.

(1) General requirements applicable to all policies.

a.

The City, its officials, employees, agents and officers shall be endorsed as
an "additional insured" to all policies except employer’s liability coverage
under the operator's workers compensation policy.

All policies shall be written on an occurrence basis except for
environmental pollution liability (seepage and pollution coverage) and
excess or umbrella liability, which may be on a claims-made basis.

All policies shall be written by an insurer with an A-: VIII or better
rating by the most current version of the A.M. Best Key Rating Guide
or with such other financially sound insurance carriers acceptable to the
City.

Deductibles shall be listed on the certificate of insurance and shall be on
a "per occurrence" basis unless otherwise stipulated herein.

Certificates of insurance shall be delivered to the City Secretary, City
of Richwood, 25 Oak Drive, Richwood, Texas 77566, evidencing all the
required coverage's, including endorsements, prior to the issuance of a
permit.

All policies shall be endorsed with a waiver of subrogation providing rights
of recovery in favor of the City.

Any failure on part of the City to request required insurance
documentation shall not constitute a waiver of the insurance requirement
specified herein.

Each policy shall be endorsed to provide the City a minimum thirty
(30) day notice of cancellation, non-renewal, and/or material change in

policy terms or coverage. A ten (10) day notice shall be acceptable in the
event of non-payment of premium.
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i. During the term of the permit, the operator shall report in no more than ten
(10) days to the City any known loss occurrence which could give rise to a
liability claim or lawsuit or which could result in a property loss.

j- Upon request, certified copies of all insurance policies shall be furnished
to the City.

Standard commercial general liability policy. This coverage must include premises,
operations, blowout or explosion, products, completed operation, sudden and
accidental pollution, blanket contractual liability, underground resources damage,
broad form property damage, independent contractors’ protective liability and
personal injury. This coverage shall be a minimum combined single limit of One
Million Dollars ($1,000,000.00) per occurrence location for bodily injury and property
damage.

Excess or umbrella liability. Five Million Dollars ($5,000,000.00) excess, if the
operator has a stand-alone environmental pollution liability (EPL) policy. Ten million
dollars ($10,000,000.00) excess, if the operator does not have a stand-alone EPL
policy. Coverage must include an endorsement for sudden or accidental pollution. If
seepage and pollution coverage is written on a "claims made" basis, the operator must
maintain continuous coverage and purchase extended coverage period insurance
when necessary.

Environmental pollution liability coverage. Operator shall purchase and maintain
in force for the duration of the permit, insurance for environmental pollution liability
applicable to bodily injury, property damage, including loss of use of damaged
property or of property that has not been physically injured or destroyed; cleanup
costs; and defense, including costs and expenses incurred in the investigation,
defense or settlement of claims; all in connection with any loss arising from the insured
site. Coverage shall be maintained in an amount of at least One Million Dollars
($1,000,000.00) per loss, with an annual aggregate of at least Ten Million Dollars
($10,000,000.00.)

a. Coverage shall apply to sudden and accidental pollution conditions resulting
from the escape or release of smoke, vapors, fumes, acids, alkalis, toxic
chemicals, liquids or gases, waste material or other irritants, contaminants or
pollutants.

b. The operator shall maintain continuous coverage and shall purchase extended
coverage period insurance when necessary. The extended coverage period
insurance must provide that any retroactive date applicable to coverage under
the policy precedes the effective date of the issuance of the permit by the City.

Control of well. The policy should cover the cost of controlling a well that is out of
control, re-drilling or restoration expenses, seepage and pollution damage as first
party recovery for the operator and related expenses, including, but not limited to,
loss of equipment, experts and evacuation of residents. Five Million Dollars
($5,000,000.00) per occurrence/no aggregate, if available, otherwise an aggregate of
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Ten Million Dollars ($10,000,000.00). Five Hundred Thousand Dollars ($500,000.00)
sub-limit endorsement may be added for damage to property for which the operator
has care, custody and control.

Workers compensation and employers liability insurance. Workers compensation
benefits shall be Texas statutory limits. Employers” liability shall be a minimum of
Five Hundred Thousand Dollars ($500,000.00) per accident. Such coverage shall
include a waiver of subrogation in favor of the City and provide coverage in
accordance with applicable state and federal laws.

Automobile liability insurance. Combined single limit of One Million Dollars
(%$1,000,000.00) per occurrence for bodily injury and property damage. Coverage
must include all owned, hired and non-owned automobiles.

Certificates of insurance. The company must be admitted or approved to do business
in the State of Texas, unless the coverage is written by a Surplus Lines insurer.
The insurance set forth by the insurance company must be underwritten on forms
that have been approved by the Texas State Board of Insurance or 1SO (Insurance
Services Office), or an equivalent policy form acceptable to the City, with the
exception of environmental pollution liability and control of well coverage. Sets forth
all endorsements and insurance coverage according to requirements and
instructions contained herein. Shall specifically set forth the notice of cancellation,
termination, or change in coverage provisions to the City. All policies shall be
endorsed to read "THIS POLICY WILL NOT BE CANCELLED OR NON-
RENEWED WITHOUT THIRTY (30) DAYS ADVANCED WRITTEN NOTICE
TO THE OWNER AND THE CITY EXCEPT WHEN THIS POLICY IS BEING
CANCELLED FOR NONPAYMENT OF PREMIUM, IN WHICH CASE TEN
(10) DAYS ADVANCE WRITTEN NOTICE IS REQUIRED." Original
endorsements affecting coverage required by this section shall be furnished with
the certificates of insurance.

Notice. The individual designated to receive notice shall be a resident of Texas upon
whom all orders and notices provided in this article may be served in person or by
registered or certified mail. Every operator shall within ten (10) days notify the City
in writing of any change in such agent or mailing address unless operations in the
City are discontinued and abandonment is complete.

Section 13. On Site and Technical Regulations.

@

(b)

Abandoned wells. All wells shall be abandoned in accordance with the rules of the
Railroad Commission; however, all well casings shall be cut and removed to a depth of
at least ten feet (10’) below the surface unless the surface owner submits a written
agreement otherwise. No structures shall be built over an abandoned well.

Blowout prevention. In all cases, blowout prevention equipment shall be used on all wells
being drilled, worked-over or in which tubing is being changed. Protection shall be
provided to prevent blowout during oil and gas operations as required by and in
conformance with the requirements of the Commission and the recommendations of the
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American Petroleum Institute (API). The operator must equip all drilling wells with
adequate blowout preventers, flow lines and valves commensurate with the working
pressures involved as required by the Commission. The operator must conduct daily
testing of the operation and pressure providing a copy to the City weekly.

Chemical and materials storage. All chemicals and/or hazardous materials shall be stored
in such a manner as to prevent, contain, and facilitate rapid remediation and cleanup
of any accidental spill, leak, or discharge of a hazardous material. Operator shall have
all material safety data sheets (MSDSs) for all hazardous materials on site. All applicable
federal and state regulatory requirements for the proper labeling of containers shall be
followed. Appropriate pollution prevention actions shall be required and include, but are
not limited to, chemical and materials raised from the ground (e.g., wooden pallets), bulk
storage, installation and maintenance of secondary containment systems, and protection
from stormwater and weather elements.

Compliance. Operator shall comply at all times with all applicable federal, state and City
requirements.

Discharge. No person shall place, deposit, discharge, or cause or permit to be placed,
deposited or discharged, any oil, naphtha, petroleum, asphalt, tar, hydrocarbon substances
or any refuse including wastewater or brine from any oil and gas operation or the contents
of any container used in connection with any oil and gas operation in, into, or upon any
public right-of-way, alleys, streets, lots, storm drain, ditch or sewer, sanitary drain or any
body of water or any private or public property in the City.

Drilling fluids. Low toxicity glycols, synthetic hydrocarbons, polymers, and esters shall
be substituted for conventional oil-based drilling fluids.

Drill stem testing. All open hole formation or drill stem testing shall be done during
daylight hours. Drill stem tests may be conducted only if the well effluent during the test
is produced through an adequate gas separator to storage tanks and the effluent remaining
in the drill pipe at the time the tool is closed is flushed to the surface by circulating drilling
fluid down the annulus and up the drill pipe.

Drip pans and other containment devices. Drip pans and other containment devices
shall be placed or installed underneath all tanks, containers, pumps, lubricating oil
systems, engines, fuel and chemical storage tanks, system valves, connections, and any
other areas or structures that could potentially leak, discharge, or spill hazardous liquids,
semi-liquids, or solid waste materials.

Dust, vibration, odors. All drilling and production operations shall be conducted in such
a manner as to minimize, so far as practicable, dust, vibration, or noxious odors, and shall
be in accordance with the best accepted practices incident to drilling for the production
of oil and gas and other hydrocarbon substances. Best accepted practices for ensuring
dust suppression shall include designating an operator representative responsible for
ensuring that dust is controlled on site, ensuring that a clean water source is available
at the site for dust mitigation purposes, and applying fresh water to roads and around
the well site to reduce dust. Brine water, sulphur water, or water in mixture with any type
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of hydrocarbon may not be used for dust suppression. A mud shaker for truck traffic
shall be installed with the construction of any access road. All equipment used shall be so
constructed and operated so that, vibrations, dust, odor or other harmful or annoying
substances or in anyway creating a nuisance, the effect will be minimized by the
operations carried on at any drilling or production site or from anything incident thereto,
to the injury or nuisance anneyanee-of persons living in the vicinity; nor shall the site
or structures thereon be permitted to become dilapidated, unsightly or unsafe. Proven
technological improvements in industry standards of drilling and production in this area
may be adopted as they become available if capable of reducing factors of dust, vibration
and odor.

Electric lines. All electric lines to production facilities shall be located in a manner
compatible to those already installed in the surrounding area or subdivision.

Electric motors. Only electric prime movers or motors shall be permitted for the
purpose of pumping wells. No electric power shall be generated on location. All
electrical installations and equipment shall conform to the City’s ordinances and the
appropriate national codes.

Emergency response plan. Prior to the commencement of any oil and gas or other
hydrocarbons production activities, operator shall submit to the City and Fire Marshal
an emergency response plan establishing written procedures to minimize any hazard
resulting from drilling, completion or producing of oil and gas wells. Said plan shall
use existing guidelines established by the Commission, TCEQ, Texas Department of
Transportation and/or the USEPA. The emergency response plan shall be kept current
with any additions, modifications, and/or amendments concerning all construction-
related activities, operations and production. Updated plans shall be submitted to the City
and Fire Marshal within two (2) business days. A copy of the emergency response plan
shall be kept on site.

Explosive charges. Under no circumstances shall explosives of any type be used
during any phase of drilling, re-drilling, deepening, re-entering, activating, converting,
or completing an oil and gas well without the prior consent of the City Council. The
operator shall provide notice to the City and Fire Marshal at least ten (10) days prior to
such activities. The notice shall identify the date that the explosive charges will be used,
the date and means of transporting the explosive charges, and the transportation route to
and from the drill and/or operation site that will be used for the delivery of the explosive
charges.

Fire prevention; sources of ignition. Firefighting apparatus and supplies as approved by
the Fire Marshal and required by any applicable federal, state, or local law shall be
provided by the operator, at the operator’s cost, and shall be maintained on the drilling
site at all times during drilling and production operations. The operator shall be
responsible for the maintenance and upkeep of such equipment. Each well shall be
equipped with an automated valve that closes the well in the event of an abnormal
change in operating pressure. All well heads shall contain an emergency shut off valve to
the well distribution line.
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Gas emission or burning restricted. No person shall allow, cause or permit gases to be
vented into the atmosphere or to be burned by open flame except as provided by law
or as permitted by the Commission. If the venting of gases into the atmosphere or the
burning of gases by open flame is authorized as provided by law or as permitted by the
Commission, then such vent or open flame shall not be located closer than five hundred
feet (500”) from any building not used in operations on the drilling site and such vent or
open flame shall be screened in such a way as to minimize detrimental effects to adjacent
property owners.

Grass, weeds, trash. All drill and operation sites shall be kept clear of high grass,
weeds, and trash, combustible or otherwise.

Lights. No person shall permit any lights located on any drill or operation site to be
directed in such a manner so that they shine directly on public roads, adjacent property or
property in the general vicinity of the operation site. To the extent practicable, and
taking into account safety considerations, site lighting shall be directed downward and
shielded so as to both prevent direct illumination of and minimize glare on public roads
and adjacent dwellings and buildings within six hundred feet (600°).

Muffling exhaust. Exhaust from any internal combustion engine, stationary or mounted
on wheels, used in connection with the drilling of any well or for use on any production
equipment shall not be discharged into the open air unless it is equipped with an exhaust
muffler, or mufflers or an exhaust muffler box constructed of noncombustible materials
sufficient to suppress noise and prevent the escape of obnoxious gases, fumes or ignited
carbon or soot.

Organic solvents. Organic solvents, such as trichloroethylene and carbon tetrachloride,
shall not be used for cleaning any element, structure, or component of the drilling rig,
platform, and/or associated equipment, tools, or pipes. To the maximum extent
practicable, high flash point Varsol shall be used.

Pipe dope. Lead-free, biodegradable pipe dope shall be substituted for API specified
pipe dope.

Pits. All reserve pits, completion/workover pits, drilling fluid disposal pits, fresh makeup
water pits, gas plant evaporation/retention pits, mud circulation pits, or water condensate
pits shall be lined with plastic or stored above ground in tanks. The water surface elevation
of the pit may not exceed twelve inches (12”) above the existing ground elevation prior
to any on-site construction of the pit. One (1) foot of freeboard is required between the
surface elevation and on top of berm. Such pits and contents shall be removed from the
premises and the drilling site within forty (40) days after completion of the well, unless
otherwise authorized by the City. No washout pits shall be located within the City, unless
all fluid, sludge, solid waste materials, drilling fluids, waste oil, spent completion fluids,
all other liquids, semi-liquids, mud, including hazardous waste inseparable by simple
mechanical removal processes, and is made up primarily of natural material is
immediately captured within a fully enclosed, above ground containment tank.

Private roads and drill sites. Prior to the commencement of any drilling operations, all
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private roads used for access to the drill site and the operation site itself shall be at least
twenty feet (20°) wide, have an overhead clearance of fourteen feet (14) and shall be
an all-weather hard surface and maintained to prevent dust, mud and rutting. In particular
cases these requirements governing surfacing of private roads may be altered at the
discretion of the City after consideration of all circumstances including, but not
limited to, the following: distances from public streets and highways; distances from
adjoining and nearby property owners whose surface rights are not leased by the operation;
the purpose for which the property of such owners is or may be used; topographical
features; nature of the soil; and exposure to wind.

Signs.

(1) A sign shall be immediately and prominently displayed at the gate on the
temporary and permanent site fencing erected pursuant to this article. Such
sign shall be durable material, maintained in good condition and, unless
otherwise required by the Commission, shall have a surface area of not less than
sixteen (16) square feet with contrasting lettering not less than four inches (4) tall
and shall be lettered with the following:

a. Well name and number;

b. Name of operator;

C. The emergency 911 number; and

d. 24 Hour Telephone numbers of two (2) persons responsible for the well

who may be contacted in case of emergency.

(2)  Permanent weatherproof signs reading "DANGER NO SMOKING ALLOWED"
in both English and Spanish shall be posted immediately upon completion of
the well site fencing at the entrance of each well site and tank battery or in any
other location approved or designated by the Fire Marshal. Sign lettering shall be
four inches (4”) in height and shall be red on a white background or white on a
red background. Each sign shall include the emergency 9-1-1 number and the
operator, well and lease designations required by the Commission.

Storage of equipment. On-site storage is prohibited on the operation site. No equipment
shall be stored on the drilling or production operation site, unless it is necessary to the
everyday operation of the well. Lumber, pipes, tubing and casing shall not be left on
the operation site except when drilling or well servicing operations are being conducted
on the site. No vehicle or item of machinery shall be parked or stored on any street,
right-of-way or in any driveway, alley or upon any operation site which constitutes a
fire hazard or an obstruction to or interference with fighting or controlling fires except
that equipment which is necessary for drilling or production operations on the site. The
Fire Marshal shall be the entity that determines whether equipment on the site shall
constitute a fire hazard. No refinery, processing, treating, dehydrating or absorption plant
of any kind shall be constructed, established or maintained on the premises. This shall
not be deemed to exclude a conventional gas separator or dehydrator.

Page 26

210



)

@

Storage tanks. All tanks and permanent structures shall conform to the API
specifications unless other or additional specifications are approved by the Fire Marshal.
All storage tanks shall be equipped with a secondary containment system including lining
with an impervious material. The secondary containment system shall be a minimum of
three feet (3”) in height and one and one-half (1 1/2) times the contents of the largest
tank in accordance with the Fire Code, and buried at least one foot (1°) below the surface.
Drip pots shall be provided at the pump out connection to contain the liquids from the
storage tank. All tanks shall be set back pursuant to the standards of the Commission
and the National Fire Protection Association. Each storage tank shall be equipped with a
level control device that will automatically activate a valve to close the well in the
event of excess liquid accumulation in the tank. No meters, storage tanks, separation
facilities, or other aboveground facilities, other than the well head and flow lines, shall
be placed in a floodway identified by FEMA on the most current FIRM. Meters,
storage tanks, separation facilities, or other above ground facilities proposed in the
floodplain shall be outside of the floodway and shall comply with the requirements for
development in the City Design Criteria and Construction Standards Manual.

Tank battery facilities. Tank battery facilities shall be equipped with a remote foam
line and a lightning arrestor system.

(aa) Surface casing. Surface casing shall be run and set in full compliance with the applicable

rules and regulations of the Commission.

(bb) Valves. Each well must have a shutoff valve to terminate the well's production. The Fire

Department shall have access to the well site to enable it to close the shut-off the valve
in an emergency.

(cc) Waste disposal. Unless otherwise directed by the Commission, all tanks used for storage shall

conform to the following: Operator must use portable closed steel storage tanks for
storing liquid hydrocarbons. Tanks must meet the API standards. All tanks must have
a vent line, flame arrester and pressure relief valve. All tanks must be enclosed by a
fence applicable to the issued permit classification. Drilling mud, cuttings, liquid
hydrocarbons and all other field waste derived or resulting form or connected with the
drilling, re-working or deepening of any well shall be discharged into an above-ground
self-contained tank, or, if authorized by the City Council, a lined pit. All disposals must
be in accordance with the rules of the Commission and any other appropriate local, state
or federal agency. Unless otherwise directed by the Commission and approved by the City,
waste materials shall be removed from the site and transported to an off-site disposal
facility not less often than every thirty (30) days. Water stored in on-site tanks shall be
removed as necessary. All waste shall be disposed of in such a manner as to comply
with the air and water pollution control regulations of the state, this article and any other
applicable ordinance of the City.

(dd) Watchperson. The operator must keep a watchman or security personnel on site during the

drilling or re-working of a well when other workmen are not on the premises.

(ee) Installation of pipelines on, under or across public property. The operator shall notify the

Page 27

211



City in accordance with Ch. 95 of the code of ordinances and apply to the City for a
right-of-way use agreement in order to operate on, over, under, along or across the City
streets, sidewalks, alleys and other City property for the purpose of constructing, laying,
maintaining, operating, repairing, replacing and removing pipelines. Operator shall:

(1) Not interfere with or damage existing water, sewer or gas lines or the facilities
of public utilities located on, under or across the course of such rights-of way.

2) Furnish to the City a site plan showing the location of such pipelines.
3) Construct such lines out of pipe in accordance with the City Codes and
regulations, including, but not limited to, the Design Criteria and Construction

Standards Manual.

4) Grade, level and restore such property to the same surface condition, as nearly
as practicable, as existed prior to the laying of the pipeline.

(ff) Public streets. No permit shall be issued for any well to be drilled within any of the streets

or alleys of the City and/or projected streets or alleys bhown by the current
Comprehensive Plan of the CiM, and no street or alley shall be blocked or encumbered or
closed due to any exploration, drilling or production operations unless prior consent is
obtained from city council. Any consent from city council shall be temporary in nature
and state the number of hours and/or days that any street or alley may be blocked,
encumbered or closed.

(9g) Vehicle routes for oil and gas well permits. Vehicles associated with drilling and/or

production in excess of one (1) ton shall be subject to the limitations set forth in Section

20-20298-84 (of this Code.

(hh) Work hours for oil and gas well permits. Site development, other than drilling shall be

conducted only between 7:00 a.m. and 7:00 p.m. Monday through Saturday. Truck
deliveries of equipment and materials associated with drilling and/or production, well
servicing, site preparation and other related work conducted on the well site shall be
limited to between the above same work hour restrictions except in cases of fires,
blowouts, explosions, and any other emergencies or where the delivery of equipment
is necessary to prevent the cessation of drilling or production. The operator may request
an exception from the City Council pursuant to section 18 of this article.

(ii) Tank specifications for oil and gas well permit. All tanks and permanent structures shall

conform to the API specifications unless other specifications are approved by the Fire
Marshal. The top of the tanks shall be no higher than twelve feet (12”) above the terrain
surrounding the tanks.

(ij) Landfarming. Landfarming shall be prohibited within the City. Except where the temporary

containment of drilling mud into appropriate pits is specifically authorized pursuant to
this Article, it shall be an offense to landfarm within the City or for any land owner to
allow landfarming on any property within the City.
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(kk) Raw soil. The raw soil in disturbed areas or embankments around each drill site, operation
site, line compressor facility, fracturing pit or open reserve pit, where permitted, shall
be seeded or covered with grass to be maintained in a healthy and live-growing condition.

(II) Cleaning of area. Within sixty (60) days of well completion or reworking a well, the area
around the well shall be cleaned and cleared of all material and equipment; holes and
excavations shall be filled; and the land shall be graded and returned to its original
condition including replanting of vegetation to match the surrounding area.

Section 14. Compressors.
(a) Lift compressors.
Q) Lift compressors shall meet the noise standards in section 16.

2) A lift compressor installed on a site for less than six (6) consecutive months shall
be classified as a temporary lift compressor and may employ sound blankets or
barriers to meet the noise standards.

?3) A lift compressor installed on a site for more than six (6) months shall be
classified as a permanent lift compressor. If located within six hundred (600)
feet of a playground, competition athletic field, picnic area, residence, religious
institution, public building, hospital building or schools, or any other building
used or designed and intended to be used for human occupancy or a preliminary
or final platted residential subdivision, a permanent lift compressor shall be
enclosed in an acoustical structure constructed of metal, masonry or other
materials as approved by the City. The structure must completely screen the
equipment from view, be painted in a non-contrasting neutral earth tone color
to match the nearby surroundings as nearly as possible, and meet all applicable
building and fire codes.

4) If permanent screening has not been installed around a site, all compressors,
associated equipment and buildings shall be enclosed within a landscaped
enclosure in accordance with section 15 of this article immediately upon
installation of the compressor and associated equipment.

(5) Secondary containment shall be required around all lift compressors. All
secondary containment shall meet the same screening requirements for storage
tank facilities in section 15 of this chapter.

(6) All facilities shall be inspected by the Fire Marshal for compliance with the Fire
Code and the Gas Well Inspector prior to operation of the compressor.

(b) Line compressors.

(1) Line compressors shall be required to meet all the noise standards in section
16.
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(2)  All line compressors and associated equipment exceeding ten (10) feet in height
shall be fully enclosed within a building or structure that complies with the
architectural and community design standards of the zoning district in which
the facility is located and designed in context with surrounding land uses.

(3) A bufferyard with a minimum width of Three Hundred (300) feet shall be
established and maintained around all line compressors, buildings or structures
housing line compressors, and associated equipment. A drill site or operation site
shall be permitted within the bufferyard when such site abuts a compressor
facility.

(4) Al facilities shall be inspected by the Fire Marshal for compliance with the Fire
Code and the Gas Well Inspector prior to operation of the compressor.

(5) Line compressors and associated equipment shall be landscaped and screened
in the same manner as prescribed for a drill site according to section 15.

Section 15. Screening

(@)  Throughout the entire exploration, drilling, and production process there shall be
screening improvements (fences, walls, berms and landscaping) required during each
phase of the process.

(1) Exploration through completion (drilling phase) - A temporary chain link fence with
all-weather screening fabric at least six feet (6”) in height shall be established around the
entire operation site to obscure view of the oil and gas drilling activities. A secured entrance
gate shall be required. All gates are to be kept locked when the operator or his or her
employees are not within the enclosure. The site must have a key override switch and a radio
operated controller to allow emergency vehicles access to the well site, which shall be used only
in case of an emergency.

2) Completion through abandonment (production phase) — Prior to commencing the
completion phase, the Operator shall prepare a site plan detailing the screening proposed at
the site. The site plan shall be submitted to the City in accordance with the provisions of section
Wet seq. of this Code and the proposed screening shall conform to the following
minimum requirements:

a. A masonry wall with landscaping shall be required to enclose and visually
screen the well and all associated equipment. The masonry wall material
and design shall be generally compatible with the design of similar
facilities, buildings and structures on and/or adjacent to the site.

b. Masonry walls shall be at least eight feet (8) in height.
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(b)

C. Masonry walls shall be placed upon earthen berms in order to prevent
viewing of the well and associated equipment from a public street, existing
residences and residentially zoned undeveloped property contiguous to the
well site where practicable as determined by the City. However, berms
shall not be required unless needed to augment the height of an eight (8°)
foot masonry wall in order to screen the viewing of the well or any
associated equipment from the above items.

d. All landscape improvements shall be maintained in an attractive and
healthy state by the applicant and/or operator as to ensure the effective
visual screening of the site throughout its use for oil and gas production
and associated activities.

e. Screening shrubs and trees shall be evergreen species and shall be
installed in conjunction with the required masonry walls and or berms in
order to supplement both the visual screening and noise mitigation of the
well site and associated equipment. Screening shrubs shall be a minimum
of five feet (5”) in height at planting, having the potential to grow to a
mature height of at least eight feet (8’), be planted on four foot (4”) centers
and must have an irrigation system that provides total water coverage to
all plant materials. Screening trees shall be planted on twenty foot (20°)
centers. Trees must be a minimum of three inch (3”) caliper at time
of planting and be irrigated as above. Plans for landscape and irrigation
shall be submitted to the City for approval.

Gate specifications. All temporary fences and masonry walls shall be equipped with at
least one (1) gate. The gate shall meet the following specifications:

(1)  Each gate shall be not less than twelve feet (12”) wide and be composed of two
(2) gates, each of which is not less than six feet (6”) wide, or one (1) sliding gate
not less than twelve feet (12”) wide. If two (2) gates are used, gates shall latch and
lock in the center of the span;

(2)  The gates shall be of chain link construction, with all-weather screening fabric,
that meets the applicable specifications, or of other approved material that, for
safety reasons, shall be at least as secure as a chain link fence;

(3)  The gates shall be provided with a combination catch and locking attachment
device for a padlock, and shall be kept locked except when being used for access
to the site; and

(4) Operator must provide emergency vehicle access by using a key override switch
and a radio operated controller to access the well site, which shall be used only in
case of an emergency.

(c) Cameras. After permanent screening is in place, a minimum of one (1) security camera
shall be mounted inside the enclosure. Signs shall be posted on the fence or wall of the site to
indicate that activity on the site may be recorded. The operator shall maintain the video data
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(b)

(©

(d)

(e)

for at least seventy-two (72) hours. Upon request by the City Manager, his designee, or
law enforcement official, provide the City with access to the video. The camera system shall
be designed to meet the following requirements:

(1) Capture clear video images of all traffic entering and exiting the gate;

(2) Capture clear video images of all production equipment located on the site;
(3) Be able to pan to any motion detected on site;

(4) Show the date and time of all activity on the video footage; and

(5) Be capable of being viewed on site.

Section 16. Noise.

Prior to the issuance of a permit, the operator shall request a sound level measurement from
the City. The City shall hire a technical advisor under section 19 to take ambient noise
readings taken over a seventy-two (72) hour period, including at least one twenty-
four (24) hour reading during a Saturday or Sunday. During the seventy-two (72) hour
period, readings shall be taken from the hours of 7:00 a.m. to 7:00 p.m. to establish the pre-
drilling or pre-installation ambient noise level for daytime operations and from the hours of
7:00 p.m. to 7:00 a.m. to establish the pre-drilling or pre-installation ambient noise level for
any nighttime operations.

The exterior noise level generated by any operations (including, but not limited to,
drilling, re-drilling, production, hydraulic fracturing, and flowback) or any compressor
facility shall not exceed the pre-drilling or pre-installation ambient noise level by more than
five (5) decibels for daytime operations and shall not exceed the pre-drilling or pre-
installation ambient noise level by more than three (3) decibels for nighttime operations at
Three Hundred (300)feetorat the nearest residence, religious institution, public
building, school, retail or commercial building, city park, state water or hospital building
whichever is closest to the source.

An operator shall not drill or re-drill a well or operate any equipment in such a manner so
as to create pure tones where one-third octave band sound-pressure level in the band with
the tone exceeds the arithmetic average of the sound-pressure levels of two (2) contiguous
one-third octave bands by five (5) dB for center frequencies of 500 Hertz and above, and
by eight (8) dB for center frequencies between 160 and 400 Hertz, and by fifteen (15) dB
for center frequencies less than or equal to 125 Hertz.

Prior to the issuance of a gas well permit and the commencement of operations, the operator
shall submit a noise management plan, approved by the city, detailing how the equipment
used in the drilling, completion, transportation, or production of a well complies with the
maximum permissible noise levels of this section. The operator shall be responsible for
verifying compliance with this section and the noise management plan after the installation of
any noise generating equipment.

A citation may be issued immediately for failure to comply with the provisions of this

section. However, if the operator is in compliance with the approved noise management
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plan, and a violation still occurs, the operator will be given twenty-four (24) hours from
notice of non-compliance to correct the violation from an identified source before a
citation is issued. Additional extensions of the 24-hour period may be granted in the event
that the source of the violation cannot be identified after reasonable diligence by the operator.

Exhaust from any internal combustion engine or compressor, stationary or mounted on
wheels, used in connection with the drilling of any well or for use on any production
equipment shall not be discharged into the open unless equipped with a hospital grade
exhaust muffler or mufflers.

(1) Air, gas, or pneumatic drilling is not allowed.

(@)

(b)

(©)

(d)

Section 17. Cleanup and Maintenance

Cleanup after well servicing. After the well has been completed or plugged and
abandoned, the operator shall clean the drill site or operation site, complete restoration
activities and repair all damage to public property caused by such operations within
sixty (60) days.

Clean-up after spills, leaks and malfunctions. After any spill, leak or malfunction, the
operator shall remove or cause to be removed to the satisfaction of the Fire Marshal and
the City all waste materials from any public or private property affected by such
spill, leak or malfunction. Clean-up operations must begin immediately. If the owner
fails to begin site clean-up within twenty-four (24) hours, the City shall have the right
to contact the Commission in order to facilitate the removal of all waste materials from the
property affected by such spill, leak or malfunction.

Painting. All production equipment shall be painted and maintained at all times, including
wellheads, pumping units, tanks, and buildings or structures. When requiring painting
of such facilities, the City shall consider the deterioration of the quality of the material of
which such facility or structure is constructed, the degree of rust, and its appearance.
Paint shall be of a neutral color, compatible with surrounding uses. Neutral colors shall
include sand, gray and unobtrusive shades of green, blue and brown, or other neutral
colors approved by the city manager.

Blowouts. In the event of the loss of control of any well, operator shall immediately
take all reasonable steps to regain control regardless of any other provision of this
article and shall notify the City Manager and Fire Marshal as soon as practicable. If
the City Manager, in his opinion, believes that danger to persons and property exists
because of such loss of well control and that the operator is not taking or is unable to
take all reasonable and necessary steps to regain control of such well, the City may then
employ any well control expert or experts or other contractors or suppliers of special
services, or may incur any other expenses for labor and material which the City deems
necessary to regain control of such well. The City shall then have a valid lien against the
interest in the well of all working interest owners to secure payment of any expenditure
made by the City pursuant to City action taken to gain control of said well.
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Right-of-way. The operator shall immediately notify the City of any accumulations of
dirt, dust, mud, or other debris deposited on public rights-of-way by vehicles involved
in the well drilling or pipeline installation. If the City elects to clean the rights-of-way,
the cost of the removal shall be paid by the operator.

Section 18. Plugged and Abandoned Wells.

@

(b)

(©

(d)

Surface requirements for plugged and abandoned well. Whenever abandonment occurs
pursuant to the requirements of the Commission, the operator so abandoning shall be
responsible for the restoration of the well site to its original condition as nearly as
practicable, in conformity with the regulations of this article.

Abandonment shall be approved by the City after restoration of the drill and/or operation

site has been accomplished in conformity with the following requirements at the discretion

of the City:

(1)  The derrick and all appurtenant equipment thereto shall be removed from the site;

(2)  All tanks, towers, and other surface installations shall be removed from the site;

(3)  All concrete foundations, piping, wood, guy anchors and other foreign
materials regardless of depth, except surface casing, shall be removed from the

site, unless otherwise directed by the Commission;

4) If any soil was contaminated, it shall be removed from the site in accordance
with City, State and Federal regulations.

(5)  All holes and depressions shall be filled with clean, compactable soil;

(6) All waste, refuse or waste material shall be removed from the site; and

) During abandonment, operator shall comply with all applicable sections in this
article.

Abandoned well requirement. The operator shall furnish the following to the City:

(1) A copy of the approval of the Commission confirming compliance with all
abandonment proceedings under the state law; and

(2) A notice of intention to abandon under the provisions of this section and stating
the date such work will be commenced. Abandonment may then be commenced
on or subsequent to the dates so stated.

Abandonment requirements prior to new construction. All abandoned or deserted wells
or drill sites shall meet the most current abandonment requirements of the Commission
prior to the issuance of any building permit for development of the property. No structure
shall be built over an abandoned well.
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(e)  The Operator can only abandon a well if the City has reviewed and approved the
abandonment.

Section 19. Technical Advisor

The City may from time to time employ a technical advisor or advisors who are experienced and
educated in the oil and gas industry or the law as it pertains to oil and gas matters. The function
of such advisor(s) shall be to advise, counsel or represent the City on such matters relating to
oil and gas operations within the City as the City may want or require and the effect thereof,
both present and future, on the health, welfare, comfort and safety of the citizens of the
City. In the event such technical advisor(s) is (are) employed for the purpose of advising,
counseling or representing the City relative to an operator's unique and particular set of
circumstances, case or request relating to this article, then the cost for such services of such
technical advisor(s) shall be assessed against and paid for by such operator in addition to any
fees or charges assessed pursuant to this article. Prior to the employment of a technical advisor,
the City shall inform the operator of the intended scope of work and the estimated costs and
expenses. The employment of a technical advisor shall be approved by the City Council.

Section 20. Appeals

€) In accordance with sections 8, 9 and 10 of this article, the City Council shall have and
exercise the power to hear and determine appeals where it is alleged there is error or abuse
of discretion regarding the issuance of an oil and gas well permit or the revocation or
suspension of any oil and gas well permit issued hereunder. Any person or entity whose
application is denied, suspended or revoked may, within thirty (30) days of the date
of the written decision of the City, file an appeal to the City Council in accordance
with the following procedure:

(1)  Anappeal shall be in writing and shall be filed with the City Secretary. The grounds
for appeal must be set forth specifically and the error described by the appellant.

(2)  Within forty-five (45) days of receipt of the records the City Secretary shall
transmit all papers involved in the proceeding, place the matter on the City Council
agenda for hearing and give notice by mail of the time, place and purpose thereof
to appellant and any other party who has requested in writing to be so notified.

(3)  Written notice of an appeal before the City Council shall be sent to owners of real
property lying within three hundred (300) feet of the property on which the
appeal is proposed, such notice to be given not less than ten (10) days before
the date set for the appeal hearing to all such owners who have rendered their
property for city taxes as the ownership appears on the last approved city tax roll.

(b) In accordance with sections 6, 13 and 18 of this article, the City Council shall have
and exercise the power to hear and determine appeals for deviations from well setback,
hours of operation, waste disposal, landscaping and screening requirements. An appeal
under this subsection (b) may be filed by the applicant at any time.

(c) In order to grant the relief requested under subsection (a) or (b) a simple majority vote of
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the City Council is required; provided, however, that a finding of error or abuse of
discretion is additionally required to grant relief under subsection (a) of this section.

(c) Appeal fees shall be required for every appeal in the amount of Five Hundred ($500)
Dollars.

Section 21. Penalty
€) It shall be unlawful and an offense for any person to do the following:

(1)  Engage in any activity not permitted by the terms of an oil and gas well permit
issued under this article.

(2)  Fail to comply with any condition set forth in an oil and gas well permit issued
under this article; or

(3)  Violate any provision or requirement set forth under this article.

(b)  Any violation of this article shall be punished by a fine as set out in section 1-6 4-5 of the
Code of Ordinances. Each day that a violation exists shall constitute a separate
offense.

(c) The penalty provided herein shall be cumulative of other remedies provided by state
law, including but not limited to, the recovery of civil penalties under Subchapter B,
Chapter 54, of the Texas Local Government Code. The City may institute any appropriate
action or proceeding in a court of competent jurisdiction to enjoin the violation of this
article. The power of injunction may be exercised in enforcing this article whether or not
there has been a criminal complaint filed.

Section 22: All ordinances or parts of ordinances in conflict herewith are hereby repealed to the
extent of the conflict only.

Section 23. A violation of this ordinance shall be a Class C misdemeanor and the penalty
for violating this ordinance shall be as provided for in Section 1-6 of the Code of Ordinances
of the City of Richwood.

Section 24: If any part or portion of this ordinance shall be invalid or unconstitutional, such
invalidity or unconstitutionality shall not affect or impair any remaining portions or provisions
of this ordinance.

PASSED AND APPROVED on second reading this 13" day of March 2017.

Mark Guthrie, Mayor

ATTEST:
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Karen B. Schrom
City Secretary

APPROVED AS TO FORM:

Jason Cordoba
City Attorney
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MEMORANDUM

To: The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Michael Coon, City Manager

Date: March 16, 2017

Subject: Burn Ordinance

Due to concerns about inconsistent enforcement of the burn ordinance and the healthy and safety
hazards associated with outdoor burns, Staff has proposed changes to the burn ordinance that
would allow the City to more easily enforce the burn restrictions and to require that a fire be
immediately extinguished if the City deems that the smoke and ash or creating a nuisance or if the
weather is creating unsafe burn conditions.

The current draft of the ordinance does not change the exception to allow for burning for landing
clearing only on lots that are greater than an acre. However, according to State law the burning of
domestic waste is illegal in the City of Richwood. According to TCEQ rule [30 TAC 101.1(26)],
domestic waste includes kitchen garbage, untreated lumber, cardboard boxes, packaging, clothing,
grass, leaves, and branch trimmings.

The main changes to this ordinance are to help make it easier for staff to consistently enforce the
ordinance. The significant changes to the radiance are as follows:
e Allows a designee of the Fire Chief to give permission for burns
e Requires the TCEQ burn guidelines to be posted at the burn site
e Requires that permission from the City be posted at the burn site
e Grants the Fire Chief, Fire Marshal, designees of the Fire Chief or Fire Marshal, code
enforcement officers, or any peace officer the ability to prohibit a fire or to require the
immediate extinguishment of a fire if the weather conditions are creating a safety hazard
or if the smoke or ash becomes a public nuisance
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OUTDOOR BURNING IN TEXAS

Introduction

his guide helps interpret the revised Outdoor
Burning Rule, Title 30, Texas Administrative Code,
Sections 111.201-221," for the general public, the
regulated community, and responsible state and local officials.
This document covers all aspects of the outdoor burning
rule, including:
* exceptions that allow outdoor burning
* general requirements for allowing outdoor burning
* notification requirements for allowable outdoor burning

At the end of various sections, common questions relat-
ing to the material in the section are answered.

State and local officials may find Appendixes C and D to
be particularly useful. They contain a copy of the rule itself
and background information for each of its sections.

This guide is not a substitute for the actual rule. A
current copy of the rule can be obtained from the TCEQ by
calling 512-239-0028, or online at <www.tceq.texas.gov/rules>.

Limitations of This Guide

This document does not include requirements of other
government agencies. Local ordinances and governmental
entities may restrict when, where, how, and if individuals and
organizations can conduct outdoor burning.

Some municipalities have enacted local ordinances that
prohibit or restrict outdoor fires within their corporate limits.
Residents should always check with municipal officials about
possible limitations on outdoor burning so they do not unin-
tentionally violate an existing ordinance.

During extreme fire danger, governmental units may ban
outdoor burning to help prevent possibly disastrous wildfires.
A county judge and county commissioners’ court may issue a
ban on outdoor burning that is applicable to unincorporated
portions of the county.

In addition, Texas criminal statutes specify penalties that
pertain to escaped control fires and wildland fires that were
deliberately set. Persons responsible for escaped control or
arson wildfires may also be faced with civil suits for damages

caused by these fires.

!In this document, “30 TAC 111" is short for “Title 30,
Texas Administrative Code, Chapter 111.”

Numerous authorities, including the National Weather
Service and the Texas A&M Forest Service, may issue adviso-
ries, watches, or warnings when weather and fuel conditions
increase the risk of escaped fires or the severity of wildfires.
Public cooperation during the dangerous wildfire conditions
is essential to prevent needless wildfires and the losses they

may cause.

The Outdoor Burning
Rule Explained

The current version of the Outdoor Burning Rule is the
result of a concerted effort to produce a streamlined, un-
ambiguous rule that can be applied consistently and fairly
throughout Texas. Its purpose is to protect the environment,
promote public health and safety, and avoid nuisance condi-

tions through the sensible regulation of outdoor burning.

Summary of the Rule

The Outdoor Burning Rule first prohibits outdoor burning
anywhere in Texas, and then allows exceptions for specific
situations in which burning is necessary or does not pose a
threat to the environment. The rule also prescribes condi-
tions that must be met to protect the environment and avoid
other adverse impacts when burning is allowed. If burning
seems necessary, but the situation does not fit an exception
stated in the rule, then it is possible to request a special au-

thorization to conduct burning from the TCEQ.

How do I obtain a burning
permit from the TCEQ?

The TCEQ does not issue burning permits. Outdoor
burning in general is prohibited in Texas, although the
Outdoor Burning Rule (Appendix C) does allow certain
exceptions. If your situation fits all requirements for one
of the exceptions described in the rule, you may conduct
outdoor burning, as long as you comply with all the condi-
tions. Depending on the circumstances, you may also need
authorization from the appropriate regional office before you
burn. Remember to check local ordinances or other regula-

tions about burning.
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1t looks like I can get the TCEQ’s authorization

to burn, but my neighbors may complain.
Do 1 have to worry about what they think?

Yes. In addition to common courtesy, the Outdoor Burn-
ing Rule requires that certain kinds of burning be conducted
downwind of; or at least 300 feet from, any structure con-
taining sensitive receptors (for example, a residence, business,
barn, or greenhouse; see box, page 8) located on adjacent
properties unless written approval is obtained beforehand
from the owner or occupant—the one who will suffer ad-
verse effects—of the adjacent or downwind property. Also,

the burning must not cause a nuisance or traffic hazard.

The rule authorizes (or the TCEQ has
authorized) my outdoor burning.
Before I actually set the fire, do I have
to notify the TCEQ?

It depends. For certain types of burning, the rule requires
you to notify the appropriate TCEQ regional office. For
others, you are not required to notify the TCEQ. But, before
you strike that match, remember that you may have to
contact other agencies—or even your neighbors—as well as
the TCEQ. See Appendix A for the notification requirements
for the various kinds of burning covered under the rule.
Up-to-date information regarding weather conditions can be
obtained online through a number of websites. This informa-
tion should be referenced before conducting outdoor burn-
ing in order to determine which way (and how fast) the wind
is blowing, whether winds are expected to shift, whether
your area is under a temperature inversion, and whether high
ozone levels are forecast. Ozone level information is available
on TCEQ’s Texas Air Quality Forecast page: <www.tceq.

texas.gov/goto/airtoday>.

How do I report someone who is

illegally burning outdoors?

Report the burning to the local air pollution—control
office, or the nearest TCEQ regional office. The TCEQ’s
Environmental Complaint Hotline is 888-777-3186. Com-
plaints can also be submitted by e-mail at <cmplaint@tceq.
texas.gov> or using the online form available at <www.tceq.

texas.gov/complaints>.

Exceptions to the Prohibition

The standard exceptions, explained below, cover the most
common situations in which burning is an acceptable prac-

tice. In most of these instances, the burning must follow the

OUTDOOR BURNING IN TEXAS

general requirements outlined later in this document. It may
be necessary to notify the TCEQ), local governmental agen-
cies, and neighbors before conducting burning under one

of these exceptions. See Appendix A for details on notifica-
tion requirements in specific situations. There may be local
ordinances or county burn bans that regulate burning; if so,
the requirements and restrictions of those ordinances must

also be met.

Firefighter Training

Organizations that train firefighters may obtain authoriza-
tion to conduct outdoor burning for such training, including
training in the operation of fire extinguishers. To obtain an
authorization, the organization responsible for the training
must send a written request to the local air pollution—control
agency under contract with the TCEQ, or, if there is no such
agency, the appropriate TCEQ regional office. For a list of
regional offices, see Appendix B.

If training occurs regularly at a dedicated facility, it may
be possible to inform the regional office of all such training
events with one annual written notification. If a dedicated
training facility conducts training regularly but less often
than once a week, a telephone or fax notification will be
necessary 24 hours in advance of each event.

Burning conducted to train firefighters does not have to
conform to the general requirements for other forms of al-
lowable outdoor burning, but it must not cause a nuisance or
traffic hazard. The TCEQ may revoke its authorization if it
is used in an attempt to avoid complying with other portions

of the Outdoor Burning Rule.

We want to conduct fire training for
our volunteer fire department.
Can we burn this abandoned house?

The training of firefighters may be authorized as an excep-
tion to the prohibition on outdoor burning. Submit a writ-
ten request on behalf of the VED to the local air pollution—
control agency, or, if there is no local agency, the TCEQ of-
fice for your region. The TCEQ may authorize such training
orally or in writing; if it denies the request, your VED will
receive a notice of denial within 10 working days after the
postmark date or the date of personal delivery of the request
to the regional office. To ensure that the fire will not form
or disperse toxic substances, the local air pollution—control
agency or the reviewing TCEQ regional office may require
that the building be stripped of many common construction
materials—including electrical wiring, lead flashing, carpet,

asbestos, and many others—before the fire is ignited.
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Note that the burning of abandoned buildings by a
fire department is not automatically considered fire train-
ing. There must be a specific benefit to the fire department.
Simply preventing the spread of fire from an abandoned
building to neighboring property is not considered training.
Such burns constitute an attempt to circumvent the Outdoor

Burning Rule and are prohibited.

Fires for Recreation, Ceremonies,

Cooking, or Warmth

Outdoor burning is allowed when used solely for recreational
or ceremonial purposes, in the noncommercial preparation of
food, or exclusively as a means of generating warmth in cold
weather. In other words, campfires, bonfires, and cooking
fires are allowed. Fires built under this exception may not
contain electrical insulation, treated lumber (including paint,
stain, varnish, clear coat, or any other kind of treatment),
plastics, construction or demolition materials not made of
wood, heavy oils, asphaltic materials, potentially explosive
materials, chemical wastes, or items containing natural or
synthetic rubber. The other general requirements on allow-
able outdoor burning do not apply to fires covered by this

exception, but the burning must not cause a nuisance or

traffic hazard.

May I cook food on my charcoal
grill in my backyard?

Yes. Fires used in the noncommercial preparation of food are

allowed.

May I build a fire in my fireplace?

Yes. Indoor fires are not regulated by the Outdoor Burn-

ing Rule. Domestic-use fireplaces are authorized under the

TCEQ’s de minimis rules in 30 TAC 116.119.

Are campfires allowed inside the city limits?

Fires used solely for recreation or ceremony are allowed by
state law; however, local ordinance may prohibit this kind

of burning. Make sure no oils, asphalt, synthetic rubber, or
other materials that produce heavy smoke are in the fire: they

could release toxic gases or cause a nuisance or traffic hazard.

Fires for Disposal or Land Clearing

A broad exception for fires to dispose of waste or clear land
covers seven more specific categories, described below.
Residents of Montgomery County are subject to special

restrictions (see below); these restrictions could be extended

to other areas of the state should growth in neighboring
counties render them subject to the provisions of Texas Local
Government Code 352.082.

1. Domestic waste. Domestic waste—in other words,
household trash or rubbish—may be burned when the local
governmental organization with jurisdiction over such mat-
ters does not collect trash and does not authorize a business
or other service to do so. To qualify for this exception, the
waste must come from a property that is designed to be a
private residence and used exclusively as a private residence
for no more than three families. The waste must also be
burned on the property where it was produced. According to
TCEQ rules [30 TAC 101.1(26)], domestic wastes include
wastes that normally result from the function of life within a
residence—for example, kitchen garbage, untreated lum-
ber, cardboard boxes, packaging, clothing, grass, leaves, and
branch trimmings. Such items as tires, construction debris,
furniture, carpet, electrical wire, and appliances are not con-
sidered to be domestic waste and cannot be burned. Other
conditions of the general requirements for outdoor burning
do not apply to the burning of domestic waste, but the out-
door burn must not cause a nuisance or traffic hazard.

2. Diseased animal carcasses. These may be burned
when burning is the most effective means of controlling
the spread of disease. The general requirements for outdoor
burning do not apply to this exception, but burning under
this exception must not cause a nuisance or traffic hazard.

3. Burning of animal remains by a veterinarian. A
veterinarian may burn animal remains and medical waste—
not including sharps (e.g., needles)—associated with animals
in his or her care on his or her property if the property is
located outside the corporate boundaries of a municipality
(or within such boundaries if annexed on or after September
1, 2003). This section prevails over any other law that au-
thorizes a governmental authority to abate a public nuisance.
(Texas Occupations Code 801.361.)

4. On-site burning of waste plant growth. Trees, brush,
grass, leaves, branch trimmings, or other plant growth may
be burned on the property on which the material grew in
most attainment counties, as described below. In all cases, the
plant growth must be burned by the property owner or any
other person authorized by the owner.

o All designated nonattainment counties and some attain-
ment counties. Burning of waste plant growth is allowed
only if the material was generated as a result of right-of-
way maintenance, land clearing, or maintenance along
water canals, and no practical alternative to burning
exists. “Practical alternative” is defined as ‘an economi-

cally, technologically, ecologically, and logistically viable
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option.” See Appendix D. Burning carried out under this
exception must conform to all the general requirements
for outdoor burning.

* Most attainment counties. Burning of waste plant growth
is allowed regardless of the activity that generated the
material. Practical alternatives need not be considered.
Burning carried out under this exception must conform
to some of the general requirements for outdoor burn-
ing, specifically the requirements in 30 TAC 111.219(3,
4, 6,7) (see Appendix C). Such burning is also subject
to local ordinances that prohibit burning within the
corporate limits of a city or town. Some attainment
counties are treated as nonattainment counties for the
purposes of this exception. Specifically, any attain-
ment county that contains any part of a municipality
that extends into a bordering nonattainment county is
treated as a nonattainment county for the purposes of
this exception.

To determine if your county is an attainment or a nonat-
tainment county for the purposes of this exception, call your
regional TCEQ office. TCEQ regional-office phone numbers
appear in Appendix B.

5. Designated burn sites. This exception allows rural
homeowners to transport their yard waste to a designated
site for consolidated burning, rather than having numerous
smaller fires in the yards of rural neighborhoods. All burning
at a designated site must be directly supervised by a fire-
department employee. Designated burn sites must be located
outside the corporate limits of a municipality and within
a county that has a population of less than 50,000. The
site must be designated by its owner; designation does not
require registration with the agency. A site is designated by:

* posting all entrances to the site with a placard measur-
ing at least 2 feet wide by 4 feet high bearing specific
information as stated in 30 TAC 111.209(5)(A) (see
Appendix C)—each placard must be clearly visible and
legible at all times; and

specifying residential properties for which the site has
been designated, and maintaining a record of those
specific residential properties. The record must contain
a description of a platted subdivision, a list of all specific
residential addresses, or both. This record must be made
available within 48 hours of any request by any author-
ity having jurisdiction.
Furthermore, the owner of the site is required to ensure
that all activities at the site comply with this exception. The
owner must:
e ensure that all waste burned at the site consists of trees,

brush, grass, leaves, branch trimmings, or other plant
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growth, and was generated at one of the specific residen-

tial properties for which the site is designated; and

ensure that all burning at the site is directly supervised
by a paid, on-duty fire department employee who is
part of the fire protection personnel and is acting in the
scope of his or her employment. The fire-department
employee must notify the appropriate TCEQ regional
office by phone or fax 24 hours in advance of each burn.
The TCEQ will supply the employee with information
on practical alternatives to burning.
6. Crop residues. When there is no practical alternative,
crop residues may be burned as part of agricultural man-
agement. Burning carried out under this exception must
conform to the general requirements for outdoor burning,
and structures containing “sensitive receptors” (see box)
must not be negatively affected by the burn. This excep-
tion does not apply to crop-residue burning covered by an

administrative order.

“Sensitive receptors” include humans and livestock,
as well as “sensitive live vegetation” such as nursery
plants, mushrooms under cultivation, and plants
raised for pharmaceutical production or used in lab
experiments. For a complete definition, see 30 TAC

111.203(7) (see Appendix C).

7. Brush, trees, etc., off-site. A county or municipal gov-
ernment may request site and burn authorization in writing
from the appropriate TCEQ regional office to burn accumu-
lations of brush, trees, and other plant growth that cause a
condition detrimental to public health and safety. The burn
must occur at a site owned by the local government and will
be authorized only if the TCEQ determines that there is no
practical alternative. The frequency of such burns may not
exceed once every two months, and they cannot be used in
place of other sound brush-management practices. Burning
conducted under this exception must conform to the general
requirements for allowable outdoor burning. The burning
may not occur at a municipal landfill without advance per-
mission from the TCEQ.

Special restrictions in Montgomery County. Regardless
of the seven exceptions given above, in unincorporated areas
of Montgomery County it is a criminal offense, as well as a
violation of agency rules, to burn household refuse on a lot
smaller than five acres or located in a “neighborhood.” The
terms “neighborhood” and “refuse” are defined in 30 TAC
111.203 (see Appendix C). Under Texas Local Government
Code 352.082, this restriction could in the future also apply

to certain planned communities if a county adjacent to the
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one where such a community is located grows to 3.3 million

or more in population.

1 live in a small rural town where most people
have their trash picked up by a commercial
trash-collection service. I can’t afford to pay

that money each month. May I burn my trash

in a 55-gallon drum in my backyard?

If there is no governmentally provided or authorized
trash-collection service available to you, you may burn do-
mestic waste on the property where it is produced, as long as
outdoor burning is not prohibited by local rule or ordinance

and does not create a nuisance or a traffic hazard.

May I burn my old oil filters in a
metal barrel on my property?

No. Take oil filters to an authorized recycling site, along
with your used oil. You may call 800-CLEAN-UP for more

information on recycling.

I want to burn boxes from my business.
The TCEQ rules say that I may burn waste
from my residence, but what about waste

from my business?

According to the Outdoor Burning Rule, you cant burn
business waste. The exception that allows the burning of
domestic waste applies only if the property is used exclusively
as a private residence and the local governmental authority
does not provide or authorize the collection of waste at the
premises where the waste is generated. There is no such ex-
ception for businesses. You should look into the possibility of
recycling your boxes and other business or commercial wastes
such as pallets, cardboard, barrels, etc. or find ways that you

or others could reuse them.

We have a hard time disposing of scrap tires.
Will the TCEQ let us burn them?

No. The rule provides no exception for the disposal of
tires through outdoor burning—or any other items that con-
tain natural or synthetic rubber—because of the air pollution
that would result. The TCEQ’s Scrap Tire Program
(512-239-2515, <www.tceq.texas.gov/tires>) can give you

more information regarding proper methods for tire disposal.

What may be burned at municipal landfills?

Routine burning is not allowed at municipal landfills.

I am a licensed veterinarian. Do I need
authorization to burn animals that died
while in my care?

Not if you are located outside the corporate boundar-
ies of a municipality (or within those boundaries if annexed
on or after September 1, 2003) and you burn the animal
remains on property owned by you. You can also burn medi-
cal waste associated with the animal, with the exception of
sharps (e.g., needles). For details, see section 801.361 of the

Texas Occupations Code.

May I burn trees that I have cut
down in my backyard?

There are a couple of exceptions to the prohibition on
outdoor burning that may allow you to burn trees.

First, grass, leaves, and branch trimmings from residences
are all considered “domestic waste.” If your local government
does not collect domestic waste and does not authorize a
private collector to do so, you may burn material of this type.
If such waste collection is available, then it cannot be burned
under the domestic-waste exception.

Regardless of whether domestic-waste pickup is available,
a separate exception may apply depending on your loca-
tion. If you are in a county that does not contain any part
of a city that extends into a nonattainment county, you may
burn plant waste (not all domestic waste) on the property on
which it was generated. For information regarding nonattain-
ment counties visit <www.tceq.texas.gov/airquality/sip>.

However, under both of these exceptions, the burning
must not create a nuisance or traffic hazard, and you must

comply with all applicable local rules or ordinances.

I have some uncleared property inside the city
limits that I would like to develop. Hauling
the trees and brush off would not be practical
because it is too expensive. May I dispose of
the trees and brush by burning?

It depends on the attainment status of the county in
which you wish to burn. In designated nonattainment coun-
ties, and attainment counties that border nonattainment
counties and contain any part of a city that extends into the
nonattainment county, this type of burning does not meet
the exception unless the municipal government has enacted
ordinances that permit burning consistent with state law.
You must consider alternatives such as chipping or trench
burning. If there is no practical alternative, and the city has

not enacted ordinances that permit burning, you may request
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written permission from the TCEQ for authorization to
burn, and you cannot commence with the burning until you
receive such authorization. Such requests are evaluated on a
case-by-case basis. Contact the appropriate TCEQ regional
office for guidance.

In all other counties this burning meets the agency excep-
tion unless the municipal government has enacted ordinances
that prohibit burning.

For information regarding nonattainment counties visit

<www.tceq.texas.gov/airquality/sip>.

1 am in the business of trimming people’s trees
and shrubs in town. I realize that the tree
limbs and trimmings can’t be burned in town,
but I own some land outside of town. May 1
take it out there and burn it?

No. The Outdoor Burning Rule allows the burning of

land clearing materials only at the site of the land clearing.

Why are sugar growers allowed
to burn their cane fields?

At the request of Rio Grande Valley Sugar Growers, Inc.,
the TCEQ conducted extended air-monitoring studies of the
Texas sugarcane-growing area. The agency determined that
no practical alternative to burning exists for this industry.
The TCEQ then adopted an agreed order with the Rio
Grande Valley Sugar Growers, Inc., that outlines conditions

under which the sugarcane industry can conduct burning.

The burning of corn stubble produces
a great amount of smoke. Is this type
of burning authorized?

Yes. Burning for crop management is allowed if there is
no practical alternative, if it is conducted under appropriate
weather conditions and at appropriate times, and if it does

not cause a nuisance or traffic hazard.

There are tree limbs in an area of our
community that pose a public safety risk.
What are our options for solving this problem?

Brush, trees, and other forms of plant growth that pres-
ent a detriment to public health and safety may be burned
by a county or municipal government at a site it owns upon
receiving site and burn authorization from the TCEQ. Such
burning can only be authorized when there is no practical
alternative, and it may be done no more than once every two

months. The local government has the burden of proving
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that there is no practical alternative and that the growth pos-
es a detriment to public health or safety. Burning to augment
normal brush disposal cannot be a continual or a standard
operating procedure and cannot be conducted at municipal

landfills unless authorized in writing by the TCEQ.

Is hay that has been used as bedding

for animals considered crop residue?

No. Hay used for this purpose will need to be properly
disposed of by a method other than burning. Check with
your local county officials or agricultural organizations. They

may need this material for erosion control or other purposes.

Prescribed Burns

This exception covers the use of fire to manage forests, range-
land, wildland and wildlife, coastal salt marsh in 14 coun-
ties, and for wildfire-hazard mitigation. All of these forms of
burning are subject to the general requirements for allowable
outdoor burning. Coastal salt-marsh burning also entails
more specific notification requirements, which are stated in

30 TAC 111.211(2)(A) and (B).

Who can I contact for technical
information relating to prescribed burning?

A good source is the Prescribed Burning Board of the
Texas Department of Agriculture, which sets standards for
prescribed burning; develops a comprehensive training cur-
riculum for prescribed-burn managers and sets standards for
their certification, recertification and training; establishes
minimum education and professional requirements for
instructors for the approved curriculum; and sets minimum
insurance requirements for prescribed-burn managers.

For safety reasons, a prescribed-burn plan may call for
burning at night. Such a plan requires special authorization
and must consider the effects of a temperature inversion on

smoke dispersal in order to protect public health.

Pipeline Breaks and Oil Spills

An oil (or other hydrocarbon) spill or pipeline break may
trigger a requirement to notify the appropriate TCEQ
regional office. Once notified of the spill, the regional
office staff will decide whether burning is necessary to
protect the public welfare. If the TCEQ gives the company
or person responsible for the spill permission to burn, the
TCEQ may also require that company or person to take
samples and monitor the site to determine and evaluate

environmental impacts.
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Other Situations

If a situation may require outdoor burning but is not covered
by the previously described exceptions, you may request per-
mission to burn from the TCEQ regional office. Its staff, act-
ing on behalf of the executive director, will consider whether
there is a practical alternative, whether the burning will cause
or contribute to a nuisance or traffic hazard, and whether the
practice will violate any federal or state primary or secondary
standard for ambient air quality. Such an authorization may
require you to follow certain procedures to control or abate
emissions. The authorization may be revoked at any time if
the TCEQ determines that the outdoor burning is creating

a nuisance, violating any provision of an applicable permit,
causing a violation of any air quality standard, or not con-

forming to the conditions specified in the authorization.

A bad storm knocked a lot of trees down
in our community. May we burn the debris?

May we haul it to the landfill and burn it?

Regardless of whether the brush is to be burned on-site
or at the landfill, this type of burning is not specifically
authorized in the exceptions to the prohibition on outdoor
burning. However, the TCEQ may authorize the disposal
of storm debris if there are no practical alternatives. Such
requests are evaluated on a case-by-case basis. Contact the

appropriate TCEQ regional office for guidance.

Why are housing subdivisions allowed
to dig pits and burn their land-clearing

materials within city limits?

They are using a process called air-curtain incinera-
tion (trench burning), which is authorized under a permit
by rule or standard permit. Companies that specialize in
that business must obtain prior TCEQ approval, obtain
a federal operating permit, and follow specific written

operating procedures.

General Requirements
for Outdoor Burning

e If a proposed outdoor burn meets the conditions for an
exception to the general prohibition of outdoor burn-
ing, additional requirements designed to protect public
health, safety, and the environment may apply. They
are designed to reduce the likelihood that the burn-
ing will create a nuisance, cause a hazard, or harm the
environment. The specific requirements applicable to

each type of allowable outdoor burn are identified in the

exceptions (see Appendix C). The party responsible for
the burn remains liable for damages, injuries, or other
consequences that may result from burning, even when
it is carried out in compliance with these regulations.
Notify the Texas A&M Forest Service before carrying
out any prescribed or controlled burns that are intended
for forest management.

Burn only outside the corporate limits of a city or town,
unless the incorporated city or town has an ordinance,
consistent with the Texas Clean Air Act, Subchapter E,
that permits burning.

Commence or continue burning only when the wind
direction and other weather conditions are such that the
smoke and other pollutants will not present a hazard

to any public road, landing strip, or navigable water
(e.g., lake, river, stream, or bay) or have an adverse
effect on any off-site structure containing “sensitive
receptors’ (e.g., a residence, business, farm building, or
greenhouse; see box, page 8). Up to date information
regarding weather conditions can be obtained online
through a number of websites. This information should
be referenced before conducting outdoor burning in
order to determine the direction and speed of the wind,
whether winds are expected to shift, whether your area is
under a temperature inversion, and whether high ozone
levels are forecast. Ozone level information is available
on the TCEQ’s Texas Air Quality Forecast page: <www.
tceq.texas.gov/goto/airtoday>.

Post someone to flag traffic if at any time the burning
causes or may tend to cause smoke to blow onto or
across a road or highway.

Keep fires downwind of, or at least 300 feet away from,
any neighboring structure that contains sensitive recep-
tors. This requirement may be waived only with the prior
written approval of whoever owns or rents the adjacent
property and either resides or conducts business there.
Begin burning no earlier than one hour after sunrise.
Cease burning the same day no later than one hour
before sunset, and make sure that a responsible party is
present while the burn is active and the fire is progress-
ing. At the end of the burn, extinguish isolated residual
fires or smoldering objects if the smoke they produce
can be a nuisance or a traffic hazard. Do not start burn-
ing unless weather conditions are such that the smoke
will dissipate (winds of at least 6 miles per hour; no
temperature inversions) while still allowing the fire to be
contained and controlled (winds no faster than 23 miles

per hour).
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* Do not burn any electrical insulation, treated lumber,
plastics, non-wooden construction or demolition mate-
rials, heavy oils, asphaltic materials, potentially explosive
materials, chemical wastes, or items that contain natural

or synthetic rubber.

My situation doesn’t fit any of the exceptions
given in the rule, but I still think that burning
is the only practical alternative. What can I do?

Submit a written request to the TCEQ regional office
that serves the county where you wish to conduct outdoor
burning. Acting on behalf of the executive director, regional
personnel will review your request and determine whether a
practical alternative is available. If they agree that none can
be found, they will issue you a written authorization to burn
that outlines specific conditions you must follow to control

the emissions.

We are burning in compliance with TCEQ
regulations, but the local fire marshal objects.
Is our compliance with state rules not enough?

Your compliance with TCEQ regulations does not mean
that other, stricter laws, regulations, or ordinances cannot be
enforced by cities, counties, or other jurisdictions. You must
comply with all such regulations (e.g., county burn bans) as

well as the TCEQ rules.

Practical Alternatives to Burning

The Outdoor Burning Rule defines a practical alternative as
“an economically, technologically, ecologically, and logisti-
cally viable option.” The following methods can sometimes
serve as practical alternatives to burning as a means to
dispose of waste. With creative thinking and the help of the
local TCEQ regional office, you may be able to develop ways
to dispose of your waste other than burning it.

Recycling. Manually or mechanically separate salvageable
metals from other material and sell them at a salvage yard.

Composting. Wastes from landscape maintenance can of-
ten be composted on-site easily and cleanly. Similar wastes—
even paper, in some instances—can be composted under the

right conditions.

OUTDOOR BURNING IN TEXAS

Mechanical chipping or mulching. The mulch that is pro-
duced could be put to use for soil enrichment and moisture
retention, or used to create compost. In some cases, the
mulch could become a marketable product, be put to use
where it is produced, or be given to individuals or nurseries.
If the material cannot be used as a landscape mulch, chip-
ping can still be useful to reduce the volume of waste that
must be disposed of by some other means.

Logging. Timber sometimes can be converted to a mar-
ketable product—Ilumber, pulp, or firewood—as one way to
reduce the costs of disposal. The remaining small limbs and
brush are then much easier to dispose of through one of the
other alternatives.

Landfills. Some landfills have recycling centers, with chip-
pers for wood waste and collection bins for paper, plastic,
and glass. Type IV landfills accept brush. Contact your local
landfills for details.

Air-curtain incineration (trench burning). Many land-
clearing contractors have portable devices, known as zrench
burners or air-curtain incinerators, that can be used to dispose
of brush or untreated lumber with minimal emissions. These
devices must be authorized by the TCEQ prior to their
construction at a burn site and the contractor must have
obrtained a federal operating permit. Many contractors and

distributors lease out these devices.

Related TCEQ Publications

The TCEQ has a variety of publications available on issues
related to outdoor burning. Several of them explain, in detail,
specific alternatives to outdoor burning, for example:
* RG-325: Used Oil Recycling Handbook: Guidance for
Used Oil Handlers
* GI-036: Mulching and Composting
* RG-419: Disposal of Domestic or Exotic Livestock Car-
casses
To order single copies of these or other TCEQ publica-
tions, call TCEQ Publications Distribution at 512-239-0028
or write:
TCEQ Publications, MC 118
PO. Box 13087
Austin, TX 78711-3087
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Appendix A:
Outdoor Burning—When Should You Notify the TCEQ?

Who Else

Purpose of Burning Notify the TCEQ to Notify Rule Section

Fire Training

Statewide In writing, 10 working days prior 1 111.205(a)

Dedicated facility, used at least once per week Every year 1 111.205(b)

In writing every year, and by phone

Dedicated facility, used less frequently or fax 24 hours before event 1 111.205(c)
Disposal

Domestic waste Not required 2 111.209(1)
Diseased animal carcasses Not required 2 111.209(2)
Animal remains and associated medical waste Not required 2 111.209(3)
Plant growth on-site Not required 2,4 111.209(4)

Verbally or in writing, by fire
Plant growth at designated burn site department employee; must be 24 2,4 111.209(5)
hours before event

Crop residue Verbally or in writing, when possible 2,4 111.209(6)

In writing; also notify verbally

Brush, off-site, by county or city when possible 2,4 111.209(7)

Prescribed burns

Other than coastal salt marsh Verbally or in writing, when possible 2,3,4 111.211(1)
15 working days prior, in writing;

Coastal salt marsh . . . 4 111.211(2)(A)
verbal notification also required

Other

Oil spills Sp.ll.l notification a.nd prior approval3 in ) 111.213

writing; verbal notification also required
Ceremonial fires Not required 2 111.207

Note: This table shows notification requirements only. See also the general requirements for allowable burning given later in
this document. In instances where a general requirement does not apply, it may be included as part of a required TCEQ

authorization.
1. If there is a local air pollution—control agency, notify that agency.

2. Check local ordinances, and notify any other government having jurisdiction over the area—for example, the county fire

marshal, local fire department, or local law-enforcement officials.
3. Notify the Texas Forest Service before conducting prescribed burns for forest management.

4. Before conducting the burn, determine whether any structures containing sensitive receptors (for example, residences,
greenhouses, stables, etc.) are within 300 feet of, and in the general direction downwind from, the site of the burn. If so,

obtain written permission from the occupants or operators of those structures before you begin the burn.

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
235



Appendix B:

OUTDOOR BURNING IN TEXAS

TCEQ Areas and Regional Offices

BORDER AND PERMIAN BASIN
Region 6, El Paso * Region 7, Midland
Region 15, Harlingen * Region 16, Laredo

1804 W. Jefferson Ave. « Harlingen, TX 78550-5247

956-425-6010 « FAX: 956-412-5059

CENTRAL TEXAS

Region 9, Waco « Region 11, Austin
Region 13, San Antonio

P.O. Box 13087 « Austin, TX 78711-3087
12100 Park 35 Circle * Austin, TX 78753
512-239-6731 « FAX: 512-239-4390

COASTAL AND EAST TEXAS

Region 5, Tyler * Region 10, Beaumont

Region 12, Houston * Region 14, Corpus Christi
P.O. Box 13087 « Austin, TX 78711-3087
12100 Park 35 Circle * Austin, TX 78753
512-239-3607 * FAX: 512-239-4390

NORTH CENTRAL AND WEST TEXAS
Region 1, Amarillo < Region 2, Lubbock « Region 3, Abilene
Region 4, Dallas/Fort Worth « Region 8, San Angelo

5012 50th St., Ste. 100 « Lubbock, TX 79414-3426

806-796-7092 « FAX:

806-796-7107

TCEQ REGIONAL AND WATERMASTER OFFICES

1 - AMARILLO

3918 Canyon Dr.

Amarillo, TX 79109-4933
806-353-9251 « FAX: 806-358-9545

8 — SAN ANGELO

622 S. Oakes, Ste. K

San Angelo, TX 76903-7035
325-655-9479 « FAX: 325-658-5431

16 — LAREDO

707 E. Calton Rd., Ste. 304
Laredo, TX 78041-3887
956-791-6611 « FAX: 956-791-6716

2-LUBBOCK

5012 50th St., Ste. 100

Lubbock, TX 79414-3426
806-796-7092 « FAX: 806-796-7107

3 - ABILENE

1977 Industrial Blvd.

Abilene, TX 79602-7833
325-698-9674 « FAX: 325-692-5869

4 — DALLAS/FORT WORTH

2309 Gravel Dr.

Fort Worth, TX 76118-6951
817-588-5800  FAX: 817-588-5700

Stephenville Office

(Concentrated Animal Feeding Operations)
580 W. Lingleville Rd., Ste. D
Stephenville, TX 76401-2209
254-965-9200 or 800-687-7078

5-TYLER

2916 Teague Dr.

Tyler, TX 75701-3734
903-535-5100 « FAX: 903-595-1562

6 — EL PASO

401 E. Franklin Ave., Ste. 560

El Paso, TX 79901-1212
915-834-4949 « FAX: 915-834-4940

9 -WACO

6801 Sanger Ave., Ste. 2500
Waco, TX 76710-7826
254-751-0335 « FAX: 254-772-9241

10 - BEAUMONT

3870 Eastex Fwy.

Beaumont, TX 77703-1830
409-898-3838 * FAX: 409-892-2119

11 — AUSTIN

P.O. Box 13087 « Austin, TX 78711-3087
12100 Park 35 Circle « Austin, TX 78753
512-339-2929 « FAX: 512-339-3795

12 - HOUSTON

5425 Polk St., Ste. H

Houston, TX 77023-1452
713-767-3500 * FAX: 713-767-3520

13 — SAN ANTONIO

14250 Judson Rd.

San Antonio, TX 78233-4480
210-490-3096 * FAX: 210-545-4329

14 — CORPUS CHRISTI

NRC Bldg., Ste. 1200,

6300 Ocean Dr., Unit 5839

Corpus Christi, TX 78412-5839
361-825-3100 « FAX: 361-825-3101

7 - MIDLAND

9900 W. IH-20, Ste. 100

Midland, TX 79706

432-570-1359 « FAX: 432-561-5512

15 — HARLINGEN

1804 W. Jefferson Ave.

Harlingen, TX 78550-5247
956-425-6010 * FAX: 956-412-5059
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Brazos Watermaster

6801 Sanger Ave., Ste. 2500
Waco, TX 76710-7826
254-751-0335 * FAX: 254-772-9241

Concho Watermaster

622 S. Oakes, Ste. K

San Angelo, TX 76903-7035
325-481-8069 or 866-314-4894
FAX: 325-658-5431

Rio Grande Watermaster
Eagle Pass Office

P.O. Box 1185

Eagle Pass, TX 78853-1185

1152 Ferry St., Ste. E& F
Eagle Pass, TX 78852-4367
830-773-5059 « 800-609-1219
FAX: 830-773-4103

Harlingen Office

1804 W. Jefferson Ave.
Harlingen, TX 78550-5247
956-430-6056 or 800-609-1219
FAX: 956-430-6052

South Texas Watermaster
14250 Judson Rd.

San Antonio, TX 78233-4480
210-490-3096 or 800-733-2733
FAX: 210-545-4329
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TCEQ Areas and Regional Offices (continued)
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Appendix C:
Outdoor Burning Rule

The Outdoor Burning Rule is reproduced below from
30 TAC 111.201-221. A current copy of the rule can be
obtained from the TCEQ by calling 512-239-0028, or at

<WWW.tC€q.tCXaS.gOV/I‘UICS>.

§111.201. General Prohibition.

No person may cause, suffer, allow, or permit any outdoor
burning within the State of Texas, except as provided by

this subchapter or by orders or permits of the commission.
Outdoor disposal or deposition of any material capable of
igniting spontaneously, with the exception of the storage of
solid fossil fuels, shall not be allowed without written permis-
sion of the executive director. The term “executive director,”
as defined in Chapter 3 of this title (relating to Definitions),

includes authorized staff representatives.

§111.203. Definitions.

Unless specifically defined in the Texas Clean Air Act
(TCAA) or in the rules of the Texas Commission on En-
vironmental Quality (commission), the terms used by the
commission have the meanings commonly ascribed to them
in the field of air pollution control. In addition to the terms
that are defined by the TCAA, the following terms, when
used in this chapter, have the following meanings, unless the
context clearly indicates otherwise.

(1) Extinguished—The absence of any visible flames, glow-

ing coals, or smoke.

(2) Landclearing operation—The uprooting, cutting, or
clearing of vegetation in connection with conversion for
the construction of buildings, rights-of-way, residential,
commercial, or industrial development, or the clearing
of vegetation to enhance property value, access, or pro-
duction. It does not include the maintenance burning of
on-site property wastes such as fallen limbs, branches, or
leaves, or other wastes from routine property clean-up
activities, nor does it include burning following clearing

for ecological restoration.

(3) Neighborhood—A platted subdivision or property con-
tiguous to and within 300 feet of a platted subdivision.

(4) Practical alternative—An economically, technologi-
cally, ecologically, and logistically viable option.

OUTDOOR BURNING IN TEXAS

(5) Prescribed burn—The controlled application of fire
to naturally occurring vegetative fuels under specified
environmental conditions and confined to a prede-
termined area, following appropriate planning and

precautionary measures.

(6) Refuse—Garbage, rubbish, paper, and other decayable
and nondecayable waste, including vegetable matter and
animal and fish carcasses.

(7) Structure containing sensitive receptor(s)—A man-
made structure utilized for human residence or business,
the containment of livestock, or the housing of sensitive
live vegetation. The term “man-made structure” does
not include such things as range fences, roads, bridges,
hunting blinds, or facilities used solely for the storage of
hay or other livestock feeds. The term “sensitive live veg-
etation” is defined as vegetation that has potential to be
damaged by smoke and heat, examples of which include,
but are not limited to, nursery production, mushroom
cultivation, pharmaceutical plant production, or labora-

tory experiments involving plants.

(8) Sunrise/Sunset—Official sunrise/sunset as set forth in
the United States Naval Observatory tables available
from National Weather Service offices.

(9) Wildland—Uncultivated land other than fallow, land
minimally influenced by human activity, and land
maintained for biodiversity, wildlife forage production,

protective plant cover, or wildlife habitat.

§111.205. Exception for Fire Training.

(A) Outdoor burning shall be authorized for training
firefighting personnel when requested in writing
and when authorized either verbally or in writ-
ing by the local air pollution control agency. In
the absence of such local entities, the appropriate
commission regional office shall be notified. The
burning shall be authorized if notice of denial from
the local air pollution control agency, or commis-
sion regional office is not received within 10 work-
ing days after the date of postmark or the date of

personal delivery of the request.

(B) Facilities dedicated solely for firefighting training,
at which training routinely will be conducted on a
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frequency of at least once per week, shall submit an
annual written notification of intent to continue such
training to the appropriate commission regional of-

fice and any local air pollution control agency.

(C) Facilities dedicated solely for firefighting training,
at which training is conducted less than weekly,
shall provide an annual written notification of
intent, with a telephone or electronic facsimile
notice 24 hours in advance of any scheduled train-
ing session. No more than one such notification is
required for multiple training sessions scheduled
within any one-week period, provided the initial
telephone/facsimile notice includes all such sessions.
Both the written and telephone notifications shall
be submitted to the appropriate commission region-

al office and any local air pollution control agency.

(D) Authorization to conduct outdoor burning under
this provision may be revoked by the executive
director if the authorization is used to circumvent

other prohibitions of this subchapter.

§111.207. Exception for Fires Used for
Recreation, Ceremony, Cooking, and Warmth.

Outdoor burning shall be authorized for fires used solely for
recreational or ceremonial purposes, or in the noncommercial
preparation of food, or used exclusively for the purpose of
supplying warmth during cold weather. Such burning shall be
subject to the requirements of §111.219(7) of this title (relat-
ing to General Requirements for Allowable Outdoor Burning).

§111.209. Exception for Disposal Fires.
Except as provided in Local Government Code, §352.082,

outdoor burning is authorized for the following:

(1) domestic waste burning at a property designed for and
used exclusively as a private residence, housing not more
than three families, when collection of domestic waste
is not provided or authorized by the local governmen-
tal entity having jurisdiction, and when the waste is
generated only from that property. Provision of waste
collection refers to collection at the premises where the
waste is generated. The term “domestic waste” is defined
in §101.1 of this title (relating to Definitions). Wastes
normally resulting from the function of life within a res-
idence that can be burned include such things as kitchen
garbage, untreated lumber, cardboard boxes, packaging
(including plastics and rubber), clothing, grass, leaves,

and branch trimmings. Examples of wastes not consid-

ered domestic waste that cannot be burned, include such
things as tires, non-wood construction debris, furniture,

carpet, electrical wire, and appliances;

(2) diseased animal carcass burning when burning is the

most effective means of controlling the spread of disease;

(3) veterinarians in accordance with Texas Occupations
Code, §801.361, Disposal of Animal Remains;

(4) on-site burning of trees, brush, grass, leaves, branch
trimmings, or other plant growth, by the owner of the
property or any other person authorized by the owner,
and when the material is generated only from that
property:

(A) in a county that is part of a designated nonattain-
ment area or that contains any part of a municipal-
ity that extends into a designated nonattainment
area; if the plant growth was generated as a result
of right-of-way maintenance, landclearing opera-
tions, and maintenance along water canals when no
practical alternative to burning exists. Such burning
is subject to the requirements of §111.219 of this
title (relating to General Requirements for Allow-
able Outdoor Burning). Commission notification

or approval is not required; or

(B) in a county that is not part of a designated nonat-
tainment area and that does not contain any part of
a municipality that extends into a designated nonat-
tainment area; this provision includes, but is not
limited to, the burning of plant growth generated as
a result of right-of-way maintenance, landclearing
operations, and maintenance along water canals.
Such burning is subject to local ordinances that
prohibit burning inside the corporate limits of a
city or town and that are consistent with the Texas
Clean Air Act, Chapter 382, Subchapter E, Author-
ity of Local Governments, and the requirements of
§111.219(3), (4), (6), and (7) of this title. Commis-

sion notification or approval is not required.

(5) at a site designated for consolidated burning of waste
generated from specific residential properties. A desig-
nated site must be located outside of a municipality and
within a county with a population of less than 50,000.
The owner of the designated site or the owner’s autho-

rized agent shall:

(A) post at all entrances to the site a placard measuring
a minimum of 48 inches in width and 24 inches in
height and containing, at a minimum, the words

“DESIGNATED BURN SITE - No burning of
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any material is allowed except for trees, brush, grass,
leaves, branch trimmings, or other plant growth
generated from specific residential properties for
which this site is designated. All burning must be
supervised by a fire department employee. For more
information call {PHONE NUMBER OF OWN-
ER OR AUTHORIZED AGENT}.” The placard(s)

must be clearly visible and legible at all times;

(B) designate specific residential properties for consoli-

dated burning at the designated site;

(C) maintain a record of the designated residential
properties. The record must contain the description
of a platted subdivision and/or a list of each proper-
ty address. The description must be made available
to commission or local air pollution control agency

staff within 48 hours, if requested;

(D) ensure that all waste burned at the designated site
consists of trees, brush, grass, leaves, branch trim-

mings, or other plant growth;

(E) ensure that all such waste was generated at specific
residential properties for which the site is desig-

nated; and

(F) ensure that all burning at the designated site is
directly supervised by an employee of a fire depart-
ment who is part of the fire protection personnel,
as defined by Texas Government Code, §419.021,
and is acting in the scope of the person’s employ-
ment. The fire department employee shall notify
the appropriate commission regional office with a
telephone or electronic facsimile notice 24 hours
in advance of any scheduled supervised burn.

The commission shall provide the employee with
information on practical alternatives to burning.

Commission approval is not required;

(6) crop residue burning for agricultural management pur-

poses when no practical alternative exists. Such burning
shall be subject to the requirements of §111.219 of this
title and structures containing sensitive receptors must
not be negatively affected by the burn. When possible,
notification of the intent to burn should be made to the
appropriate commission regional office prior to the pro-
posed burn. Commission notification or approval is not
required. This section is not applicable to crop residue

burning covered by an administrative order; and

(7) brush, trees, and other plant growth causing a detri-

mental public health and safety condition burned by a

county or municipal government at a site it owns upon
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receiving site and burn approval from the executive
director. Such a burn can only be authorized when there
is no practical alternative, and it may be done no more
frequently than once every two months. Such burns can-
not be conducted at municipal landfills unless autho-
rized under §111.215 of this title (relating to Executive
Director Approval of Otherwise Prohibited Outdoor
Burning), and shall be subject to the requirements of
§111.219 of this title.

§111.211. Exception for Prescribed Burn.

Outdoor burning shall be authorized for:
(1) Prescribed burning for forest, range and wildland/

wildlife management, and wildfire hazard mitigation
purposes, with the exception of coastal salt--marsh
management burning. Such burning shall be subject to
the requirements of §111.219 of this title (relating to
General Requirements for Allowable Outdoor Burning),
and structures containing sensitive receptors must not be
negatively affected by the burn. When possible, notifica-
tion of intent to burn should be made to the appropriate
commission regional office prior to the proposed burn.

Commission notification or approval is not required.

(2) Coastal salt-marsh management burning conducted

in Aransas, Brazoria, Calhoun, Chambers, Galveston,
Harris, Jackson, Jefferson, Kleberg, Matagorda, Nueces,
Orange, Refugio, and San Patricio Counties. Coastal
salt-marsh burning in these counties shall be subject to

the following requirements:

(A) All land on which burning is to be conducted shall
be registered with the appropriate commission
regional office using a United States Geological
Survey map or equivalent upon which are identified
significant points such as roads, canals, lakes, and
streams, and the method by which access is made
to the site. For large acreage, the map should be
divided into manageable blocks with identification
for each defined block. The information must be
received for review at least 15 working days before

the burning takes place.

(B) Prior to any burning, notification, either verbal or
written, must be made to, and authorization must
be received from the appropriate commission re-
gional office. Notification must identify the specific
area and/or block to be burned, approximate start
and end time, and a responsible party who can be

contacted during the burn period.
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(C) Such burning shall be subject to the requirements
of §111.219 of this title.

§111.213. Exception for Hydrocarbon Burning.

Outdoor burning shall be authorized for hydrocarbon burn-
ing from pipeline breaks and oil spills only upon proper
notification as set forth in §101.6 of this title (relating to No-
tification Requirements for Major Upset), and if the execu-
tive director has determined that the burning is necessary to
protect the public welfare. Sampling and monitoring may be

required to determine and evaluate environmental impacts.

§111.215. Executive Director Approval of
Otherwise Prohibited Outdoor Burning.

If not otherwise authorized by this chapter, outdoor burning
may be authorized by written permission from the executive
director if there is no practical alternative and if the burning
will not cause or contribute to a nuisance, traffic hazard or to
a violation of any federal or state primary or secondary ambi-
ent air standard. The executive director may specify proce-
dures or methods to control or abate emissions from outdoor
burning authorized pursuant to this rule. Authorization to
burn may be revoked by the executive director at any time if
the burning causes nuisance conditions, is not conducted in
accordance with the specified conditions, violates any provi-
sion of an applicable permit, or causes a violation of any air

quality standard.

§111.219. General Requirements
for Allowable Outdoor Burning.

Outdoor burning which is otherwise authorized shall also be
subject to the following requirements when specified in any
section of this subchapter.
(1) Prior to prescribed or controlled burning for forest
management purposes, the Texas Forest Service shall be
notified.

(2) Burning must be outside the corporate limits of a city
or town except where the incorporated city or town has
enacted ordinances which permit burning consistent
with the Texas Clean Air Act, Subchapter E, Authority

of Local Governments.

(3) Burning shall be commenced and conducted only
when wind direction and other meteorological condi-
tions are such that smoke and other pollutants will not
cause adverse effects to any public road, landing strip,
navigable water, or off-site structure containing sensitive

receptor(s).

(4) If at any time the burning causes or may tend to cause
smoke to blow onto or across a road or highway, it is the
responsibility of the person initiating the burn to post

flag-persons on affected roads.

(5) Burning must be conducted downwind of or at least
300 feet (90 meters) from any structure containing
sensitive receptors located on adjacent properties unless
prior written approval is obtained from the adjacent oc-

cupant with possessory control.

(6) Burning shall be conducted in compliance with the fol-

lowing meteorological and timing considerations:

(A) The initiation of burning shall commence no
earlier than one hour after sunrise. Burning shall be
completed on the same day not later than one hour
before sunset, and shall be attended by a responsible
party at all times during the active burn phase when
the fire is progressing. In cases where residual fires
and/or smoldering objects continue to emit smoke
after this time, such areas shall be extinguished if
the smoke from these areas has the potential to
create a nuisance or traffic hazard condition. In no
case shall the extent of the burn area be allowed to

increase after this time.

(B) Burning shall not be commenced when surface
wind speed is predicted to be less than six miles per
hour (mph) (five knots) or greater than 23 mph (20
knots) during the burn period.

(C) Burning shall not be conducted during periods of
actual or predicted persistent low level atmospheric

temperature inversions.

(7) Electrical insulation, treated lumber, plastics, non-wood
construction/demolition materials, heavy oils, asphal-
tic materials, potentially explosive materials, chemical
wastes, and items containing natural or synthetic rubber

must not be burned.

§111.221. Responsibility for

Consequences of Outdoor Burning.

The authority to conduct outdoor burning under this regula-
tion does not exempt or excuse any person responsible from
the consequences, damages, or injuries resulting from the
burning and does not exempt or excuse anyone from comply-
ing with all other applicable laws or ordinances, regulations,
and orders of governmental entities having jurisdiction, even
though the burning is otherwise conducted in compliance

with this regulation.
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Appendix D:
Background

30 TAC 111.201 prohibits outdoor burning in Texas, except
as stated in Sections 111.205-15. It also prohibits storing
spontaneously combustible materials other than “solid fossil
fuel” (i.e., coal) outside. The exception for coal was made to
be consistent with the intent expressed in the preamble to the
1989 revisions to the rule.

Land-clearing operation. The last sentence of this
definition indicates two different kinds of exclusions. The
first, for on-site property waste burns, is covered in Section
111.209(4); the second, for burns for ecological restoration,
is covered in Section 111.211(1). In practice, prescribed
burns and land-clearing burns may have similarities; occa-
sionally it is necessary in a prescribed burn to bulldoze trees
or brush into piles to obtain the appropriate effect. The key
difference is the concept of “conversion.” The goal of land
clearing is a major change in land use, i.e. the conversion of
the land from one use to another; the goal of a prescribed
burn is to restore, maintain, or renew the ecosystem.

Practical alternative. This definition contains four crite-
ria, each of which must be considered to determine whether
an alternative is practical. The standard of judgment should
be that of a reasonable person. For example, an option that is
technologically available but neither economically affordable
nor logistically possible is not practical. A method other than
burning may not be practical if it cannot achieve the desired
ecological outcome. An alternative that is technologically,
economically, and logistically feasible is not practical if it
causes a greater ecological harm than burning.

In Section 111.205(b), the wording “at which training
routinely will be conducted” is used to eliminate potential
confusion. For example, if training is conducted weekly ex-
cept during holidays and when meteorological conditions are
unfavorable, the facility still would qualify under this section
of the rule. Other similar situations may also qualify.

Section 111.209(1) specifies that collection of domestic
waste by the local governmental agency or authorized agent
must occur on the premises where the waste is generated.
The governmental provision of a transfer or convenience
station to which residents may bring waste does not consti-
tute collection of domestic waste; therefore, burning may
take place in that instance. Any authorization of collec-
tion services by a government or other jurisdiction must be

specific and well-defined. For a government merely to say it
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is OK for anybody to collect garbage commercially within its
jurisdiction does not constitute authorized collection for the
purposes of this rule.

Section 111.209(6) recognizes an agricultural practice
that continues in many parts of the state. The key factor is
whether a practical alternative exists. Determining whether
there is a practical alternative requires evaluating such things
as the type of crop, soil moisture level, soil nutrient benefits,
cropping sequence, and cost of alternative disposal methods.

Section 111.209(7) was added to deal with situations in
which accumulated vegetation has the potential to do such
things as obstruct the flow of water and cause flooding or
provide habitat for vermin, but where it is not feasible to
burn on-site because doing so would create a nuisance or
traffic hazard. Each such burn requires prior approval from
the regional office. A site cannot be designated by the mu-
nicipality or county for continual use, as a standard operating
procedure, to augment normal brush disposal. The intent is
that the government (or other organization) will not conduct
such a burn more frequently than once every two months,
no matter how many sites it may have available. For example,
it is not permissible for it to conduct a burn at one site and
then have another burn at another site a few days later, cir-
cumventing the intent of the rule.

Section 111.211 recognizes the use of fire as a necessary
management tool for particular situations for which there is
no practical alternative. All such burns are subject to the Gen-
eral Requirements for Allowable Outdoor Burning (111.219).

Section 111.213 sets forth a mechanism for remedia-
tion to avoid additional environmental degradation in an
emergency, such as preventing a petroleum substance from
entering a waterway. Once the emergency is under control,
it is not permissible to burn the material used to absorb
the hydrocarbon or other wastes associated with emer-
gency control. This section should not be used to sanction
disposal. Note that the Outdoor Burning Rule refers to Sec-
tion 101.6 (Notification Requirements for Major Upsets).
However, that section has been repealed and replaced by
Section 101.201 (Emissions Events Reporting and Record-
keeping Requirements).

Section 111.219(6)(A) allows flexible burn opportunities
with consideration for meteorological conditions conducive

to dispersion. The requirement for having a responsible
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party in attendance during the active burn phase does not
mean someone has to be in attendance once the fire is virtu-
ally complete and is not advancing, i.e., once it principally
consists of glowing coals with possibly some patchy residual
fires. The extent of the burn may not be allowed to increase
after one hour before sunset. A fire that has burned down to
glowing coals has consumed most of the volatile substances
and will not progress as a flame. It is understood that items
such as stumps may burn for several days. Residual fires and
smoldering objects without the potential to create a nuisance

or traffic hazard need not be quenched. For example, if you

wish to burn 100 acres with a road on one side and no sensi-
tive structures in other directions from the burn area, you
would be prudent to extinguish residual fires and smoldering
objects within a swath along the boundary with the road
where the potential for nuisance or traffic hazard exists, but
allow the remaining portion of the burn site to subside at a
natural rate.

Section 111.219(7) specifically prohibits the burning
of insulated wire without prohibiting the burning of piles
created by fence demolition that contain wire and untreated

wood wastes.
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Appendix E:
Arson Resources and Contact Information

Report susp1c1ous fire activity to your local law enforcement
office or call the toll-free phone numbers listed below.

Texas Toll-Free Arson Hotline
1-877-4FIRE45 (1-877-434-7345)

Texas A&M Forest Service Wildland Arson Hotline
800-364-3470

You may be eligible for a reward up to $2,000 if your information leads to the arrest and grand jury indictment of the

person or persons responsible for arson.
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ORDINANCE NO. 290B

AN ORDINANCE AMENDING ORDINANCE NO. 290 OF THE CITY OF
RICHWOOD, TEXAS PROHIBITING THE IGNITING OR BURNING OF
RUBBISH, GARBAGE, TRASH, GRASS, BRUSH, BRANCHES, LUMBER,
LEAVES OR OTHER COMBUSTIBLE MATERIALS OF ANY NATURE
WITHIN THE CITY LIMITS OF SAID CITY; MAKING CERTAIN
EXCEPTIONS; PROVIDING FOR PENALTY FOR VIOLATION OF THIS
ORDINANCE AND REPEALING ALL CONFLICTING ORDINANCES.

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF RICHWOOD, BRAZORIA
COUNTY, TEXAS:

SECTION 1. From and after the effective date of this ordinance, it shall be unlawful for any person
or persons to ignite or burn, or cause to be ignited or burned, any rubbish, garbage, trash, grass,
brush, branches, lumber, leaves or other combustible materials of any nature whatsoever at any
place within the city limits of the City of Richwood.

In those areas in town where the lot size is one (1) acre or more, the Fire Chief may authorize, in
writing, outdoor burning for land clearance only providing that the requirements of Texas
Commission on Environmental Quality are met and that the fire will be at least three hundred (300)
feet from any structure.

The applicant must post the permission from the City of Richwood on site where it is protected
and clearly visible.

All outdoor burning is to be done in compliance with the guidelines of TCEQ or the state natural
resource conservation commission.

The authority to burn under this ordinance does not relieve the persons conducting the outdoor
burning from responsibility for the consequences, damage, or injuries resulting from the burning
and does not exempt such persons from complying with all applicable laws and ordinances,
regulations or orders of governmental entities having jurisdiction.

The Fire Marshal or his designee, Fire Chief or his designee, any code enforcement officer or any
peace officer may prohibit any and all fires or order the immediate extinguishment of any and all
fires when atmospheric conditions or other conditions make such fires an immediate threat to
public safety or the smoke or ash from such fires becomes a public nuisance.

SECTION 2. It is an exception to the provisions of this ordinance if the person ignites or burns,
or causes to be ignited or burned, the rubbish, garbage, trash, grass, brush, branches, trees, lumber,
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leaves or other combustible material in question pursuant to the provisions of the Texas Clean Air
Act, codified as V.T.C.A., Health and Safety Code ch. 382, or the rules, regulations, or orders of
TCEQ or the state natural resource conservation commission. In any prosecution in the municipal
court of any other court of competent jurisdiction, the complaint charging a violation of this section
need not negate the existence of the foregoing exception; but the existence of the exception may
be raised by the defendant in such prosecution by way of defense.

SECTION 3. Any person, firm, corporation, association or other entity that violates this
ordinance may be fined as provided for in Section 1-6 of the Code of Ordinances of the City of
Richwood. Each day of violation shall constitute a separate offense.

SECTION 4. All ordinances or parts of ordinances in conflict herewith are hereby repealed.
SECTION 5. The provisions of this ordinance are severable, and if any sentence, section, or other

part of this ordinance be found to be invalid, such invalidity shall not affect the remaining
provisions, and the remaining provisions shall continue in full force and effect.

PASSED AND ADOPTED on this 20™ day of March, 2017.

Mark Guthrie, Mayor

ATTEST:

Karen Schrom, City Secretary
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MEMORANDUM

To:
From:
Date:

Subject:

The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
Michael Coon, City Manager
March 9, 2017

Establish Performance Evaluation for City Manager

The City Manager’s contract calls for an employee evaluation on a quarterly basis with the Mayor
and on an annual basis with the City Council. Using the Core Values established by City Council,
listed below are some ideas on different areas in which the city manager’s performance may be
evaluated.

Act as a good steward of City Resources.
o Maintain or improve the City’s current bond rating.
Create a plan for and improve the financial condition of the Utility Fund
Maintain a clean report on the CAFR
Apply for and obtain the GFOA Distinguished Budget Award

o O O

Lead the City by serving our community.
o Attend city sponsored events
o Participate in community organizations

Foster economic growth for today and tomorrow.
o Review & streamline the City’s development process
o Work with the EDC to create a strategic plan
o Participate in Alliance meetings and actively engage their staff to help produce
leads

Maintain integrity through transparency.
o Initiate a request tracking system for the residents
o Encourage residents to get more involved in the budget process

Promote a positive quality of life for our community.
o Ensure the consistent and prompt code enforcement
o Develop a long-term plan to replace and maintain the City’s aging infrastructure

Included in the meeting packet you will also find a few examples of evaluations that can be used
for ideas as well.
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City Manager Performance Evaluation

City of

Evaluation period: to

Governing Body Member's Name
Each member of the governing body should complete this evaluation form, sign it in the

space below, and return it to . The

deadline for submitting this performance evaluation is

Evaluations will be summarized and included on the agenda for discussion at the work

session on

Mayor’s Signature

Date

Governing Body Member’s Signature

Date Submitted

Page 1 of 7
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INSTRUCTIONS

This evaluation form contains ten categories of evaluation criteria. Each category
contains a statement to describe a behavior standard in that category. For each
statement, use the following scale to indicate your rating of the city manager’s
performance.

5 = Excellent (almost always exceeds the performance standard)

4 = Above average (generally exceeds the performance standard)

3 = Average (generally meets the performance standard)

2 = Below average (usually does not meet the performance standard)
1 = Poor (rarely meets the performance standard)

Any item left blank will be interpreted as a score of “3 = Average”

This evaluation form also contains a provision for entering narrative comments,
including an opportunity to enter responses to specific questions and an opportunity to
list any comments you believe appropriate and pertinent to the rating period. Please
write legibly.

Leave all pages of this evaluation form attached. Initial each page. Sign and date the
cover page. On the date space of the cover page, enter the date the evaluation form
was submitted. All evaluations presented prior to the deadline identified on the cover
page will be summarized into a performance evaluation to be presented by the
governing body to the city manager as part of the agenda for the meeting indicated on
the cover page.

PERFORMANCE CATEGORY SCORING

1. INDIVIDUAL CHARACTERISTICS

___ Diligent and thorough in the discharge of duties, “self-starter”
___ Exercises good judgment

____ Displays enthusiasm, cooperation, and will to adapt
______Mental and physical stamina appropriate for the position

Exhibits composure, appearance and attitude appropriate for executive position

Add the values from above and enter the subtotal +5= score for this category

Page20of7 Initials
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2.

PROFESSIONAL SKILLS AND STATUS
Maintains knowledge of current developments affecting the practice of local government

management

Demonstrates a capacity for innovation and creativity

Anticipates and analyzes problems to develop effective approaches for solving them

Willing to try new ideas proposed by governing body members and/or staff

Sets a professional example by handling affairs of the public office in a fair and impatrtial

manner

Add the values from above and enter the subtotal +5= score for this category

3.

RELATIONS WITH ELECTED MEMBERS OF THE GOVERNING BODY
Carries out directives of the body as a whole as opposed to those of any one member or
minority group

Sets meeting agendas that reflect the guidance of the governing body and avoids
unnecessary involvement in administrative actions

Disseminates complete and accurate information equally to all members in a timely

manner

Assists by facilitating decision making without usurping authority

Responds well to requests, advice, and constructive criticism

Add the values from above and enter the subtotal +b= score for this category

4.

POLICY EXECUTION

Implements governing body actions in accordance with the intent of council

Supports the actions of the governing body after a decision has been reached, both
inside and outside the organization

Understands, supports, and enforces local government’s laws, policies, and ordinances
Reviews ordinance and policy procedures periodically to suggest improvements to their
effectiveness

Offers workable alternatives to the governing body for changes in law or policy when an

existing policy or ordinance is no longer practical

Add the values from above and enter the subtotal +5= score for this category

Page3of 7 Initials
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5. REPORTING
Provides regular information and reports to the governing body concerning matters of
importance to the local government, using the city charter as guide
Responds in a timely manner to requests from the governing body for special reports
Takes the initiative to provide information, advice, and recommendations to the
governing body on matters that are non-routine and not administrative in nature
Reports produced by the manager are accurate, comprehensive, concise and written to
their intended audience
Produces and handles reports in a way to convey the message that affairs of the

organization are open to public scrutiny

Add the values from above and enter the subtotal +5= score for this category

6. CITIZEN RELATIONS
Responsive to requests from citizens
Demonstrates a dedication to service to the community and its citizens
Maintains a nonpartisan approach in dealing with the news media
Meets with and listens to members of the community to discuss their concerns and

strives to understand their interests
Gives an appropriate effort to maintain citizen satisfaction with city services

Add the values from above and enter the subtotal +b= score for this category

7. STAFFING
Recruits and retains competent personnel for staff positions

Applies an appropriate level of supervision to improve any areas of substandard

performance

Stays accurately informed and appropriately concerned about employee relations
Professionally manages the compensation and benefits plan

Promotes training and development opportunities for employees at all levels of the

organization

Add the values from above and enter the subtotal +5= score for this category

Page4 of 7 Initials

253



8. SUPERVISION

__ Encourages heads of departments to make decisions within their jurisdictions with
minimal city manager involvement, yet maintains general control of operations by
providing the right amount of communication to the staff

_____Instills confidence and promotes initiative in subordinates through supportive rather than
restrictive controls for their programs while still monitoring operations at the department
level

____ Develops and maintains a friendly and informal relationship with the staff and work force
in general, yet maintains the professional dignity of the city manager’s office

_____ Sustains or improves staff performance by evaluating the performance of staff members
at least annually, setting goals and objectives for them, periodically assessing their
progress, and providing appropriate feedback

____ Encourages teamwork, innovation, and effective problem-solving among the staff

members

Add the values from above and enter the subtotal +5= score for this category

9. FISCAL MANAGEMENT

______ Prepares a balanced budget to provide services at a level directed by council

_____ Makes the best possible use of available funds, conscious of the need to operate the
local government efficiently and effectively

______ Prepares a budget and budgetary recommendations in an intelligent and accessible
format

______Ensures actions and decisions reflect an appropriate level of responsibility for financial
planning and accountability

Appropriately monitors and manages fiscal activities of the organization

Add the values from above and enter the subtotal +5= score for this category

Page50f7 Initials
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10. COMMUNITY

__ Shares responsibility for addressing the difficult issues facing the city

_______Avoids unnecessary controversy

__ Cooperates with neighboring communities and the county

______Helps the council address future needs and develop adequate plans to address long
term trends

Cooperates with other regional, state and federal government agencies

Add the values from above and enter the subtotal +5= score for this category

NARRATIVE EVALUATION

What would you identify as the manager’s strength(s), expressed in terms of the principle

results achieved during the rating period?

What performance area(s) would you identify as most critical for improvement?

Page 6 of 7 Initials
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What constructive suggestions or assistance can you offer the manager to enhance

performance?

What other comments do you have for the manager; e.g., priorities, expectations, goals or

objectives for the new rating period?

Page7of 7 Initials
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SECTION I: ASSISTING COUNCIL WITH ITS POLICY-MAKING ROLE

Needs
Improvement

Meets
Expectations

Exceeds
Expectations

A. Providing Information

The City Manager provides information which is:

Detailed and reliable

Explained in a thorough manner and includes
alternatives or recommendations

Timely

Helpful in preventing trivial administrative matters from
being reviewed by the Council

Helpful and adequate to assist City Council in making
sound decisions

The City Manager:

Provides members of City Council with the opportunity
to set long-term organizational goals and to establish the
future direction of City policy

Keeps City Council informed, in a timely manner, of the
things Council wants to know

Keeps City Council well informed with concise written
and oral communications

Provides City Council members with information on an
equal basis

Informs the City Council of administrative developments

Follows up in a timely manner on City Council requests
for information or action

B. Providing Advice

The City Manager:

Has adequate knowledge of municipal affairs, including
the City’s laws and ordinances

Considers alternatives before making recommendations

Plans ahead, anticipates needs and recognizes potential
problems

Has a good sense of timing in bringing issues to the
Council for action

Comments:
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SECTION II: INTERNAL ADMINISTRATION

Needs Meets Exceeds
Improvement | Expectations | Expectations

A. Implementation of Council Policies

The City Manager is effective in the following areas:

Carrying out Council directives

Assigning work so that it is performed efficiently and
effectively

Paying sufficient attention to detail to avoid error or
things “slipping through the cracks”

Analyzing problems or issues and identify causes,
reasons, and implications

Accurately interpreting the direction given by Council

Carrying out the directives of Council as a whole rather
than those of any one Council member, but recognizes
the concerns of the minority

Supporting the actions of the City Council after a
decision is made

Assuming responsibility for staff performance

Providing members of City Council with periodic status
reports on projects or tasks which may overlap months
or years in implementation

Insuring that the management staff maintains normal
service delivery operations as well as the flexibility to
manage emergency situations

B. Financial Management

Are you satisfied with the City Manager’s:

Approach to budget preparation and review

Use of standard financial management procedures to
meet Council’s policy guidelines

Implementation of Council’s policy regarding the
expenditure of budgeted funds

Cost control through economical use of labor, materials
and equipment

Information on the financial status of City government

Use of available funds and his ability to operate the City
efficiently and effectively

Knowledge of financial matters

Information pertaining to long or short-term financing
for capital projects or equipment purchases

Information on opportunities for federal and state grant
funding
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Needs
Improvement

Meets
Expectations

Exceeds
Expectations

C. Personnel Management

The City Manager is:

Successful in guiding people as a team toward common
objectives

Effective in selecting qualified and highly competent
staff members

Effective in maintaining professional relationships with
Department Directors

Effective in assuring that staff members make a positive
impression on citizens

The City

Manager:

Insures that the City’s personnel policies and practices
are administered by City Department Directors and
management staff in an equitable manner

Develops and motivates employees so that they are
increasingly effective

Addresses disciplinary problems and takes action when
warranted

Monitors performance of employees and initiates
corrective action as needed

Comments:
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SECTION I1l: EXTERNAL RELATIONS

Needs
Improvement

Meets
Expectations

Exceeds
Expectations

A. Citizen

Relations

The City Manager:

Makes a positive impression on citizens and is he
respected in the City of Oviedo

Has appropriate visibility or identity in the community

Assists the Council in resolving problems at the
administrative level to avoid unnecessary Council action

Is willing to meet with members of the community and
discuss issues of concern

Is skillful with the news media, avoiding political
positions and partisanship

Provides information to the public in a timely fashion on
matters which will cause public reaction

Represents Council positions and policies accurately and
effectively

Thinks and acts in a manner reflecting an attitude that
client (Council, staff or citizens) perceptions and
satisfactions are important

Responds completely and in a timely manner to citizen
complaints

B. Intergovernmental Relations

The City Manager is:

Effective representing the City’s interests in dealing with
other agencies

Participative in enough intergovernmental activity to
have an impact on behalf of the City

Cooperative with the county, state and federal
governments

Comments:
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SECTION IV: PERSONAL ACCOMPLISHMENTS

Needs
Improvement

Meets
Expectations

Exceeds
Expectations

A. Communications

With regard to communications, the City Manager is:

Easy to talk to and a good listener

Thoughtful, clear and to the point

Sensitive to the concerns of others

Candid and forthright in discussing City business matters
with members of City Council

B. Management Style

The City

Manager

Demonstrates interest and enthusiasm in performing his
duties

Commands respect and good performance from staff

Shows initiative and creativity in dealing with issues,
problems and unusual situations

Is open to new ideas and suggestions for change

Works well under pressure

Consistently puts aside personal views and implements
Council policy and direction

Displays the ability to resolve the numerous conflicts
inherent in municipal government

Responds well to a changing world and local conditions;
is adaptive

Is accessible to City Council members

Conforms to the high standards of the profession;
follows the “ICMA Code of Ethics

Exhibits a commitment to continuing education in order
to encourage his professional development

Is receptive to constructive criticism and advice
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Needs
Improvement

Meets
Expectations

Exceeds
Expectations

C. Job Effectiveness

The City Manager:

Demonstrates interest and enthusiasm about the
Council’s Vision for the City

Gives his staff the tools necessary to provide efficient,
responsive City services

Coordinates the implementation of City goals and
objectives

Supports policies that will promote annexation and
growth in the City of Oviedo

Creates a positive atmosphere for successful economic
development in the City

Supports responsible infrastructure expansion and
maintenance

Emphasizes the need for employee training and
technological improvements

Comments:
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SECTION V: NARRATIVE RESPONSES

ACHIEVEMENTS FROM THIS PAST YEAR:

o What were the Manager’s most notable accomplishments during the past year?

o Which of the Manager’s qualities were most instrumental in fulfilling the role of City Manager
this past year?

PERFORMANCE OBJECTIVES FOR COMING YEAR:

e What does the Manager do that you would like him to continue?

e Is there anything that the Manager does that you would like him to do differently?

¢ Inwhat areas should the Manager focus his attention in this coming year?

e Do you have any other general comments to share with the City Manager?

Rater’s Signature Date

263




Newberg City Manager Performance Evaluation:
SAMPLE ONLY - may not be current contract.

CITY OF NEWBERG
PERFORMANCE EVALUATION

CITY MANAGER

PURPOSE

The purpose of the employee performance evaluation and development report is to increase communication
between the City Council and the City Manager concerning the performance of the City Manager in the
accomplishment of his/her assigned duties and responsibilities, and the establishment of specific work-related
goals and objectives.

PROCESS

The City Council shall conduct an annual review and evaluation of the City Manager’s work performance. The
results of such evaluation shall commend areas of good performance and point out areas for improvement. It
shall also be the basis for contract extension and compensation decisions.

1. If the criteria, standards and policy directives change, a public process is to be followed as outlined in ORS
192.660(1) (i).

2. Evaluation forms are distributed to all Council members.

3. The City Manager prepares a memorandum to the Council including his/her self-evaluation in a narrative
format.

4. Each Council member completes the form, signs, dates and returns to the Mayor.

5. The Mayor and Council President tabulate the results of the evaluation forms. The Mayor and the Council
President summarize the results of the evaluation forms as submitted.

6. A composite evaluation form and the City Manager’s self-evaluation is distributed to the Council prior to the
executive session evaluation meeting.

7. The Council meets with the City Manager in executive session to review the evaluation, unless the City
Manager requests an open hearing.

INSTRUCTIONS

Review the City Manager’s work performance for the entire period; try to refrain from basing judgment on
recent events or isolated incidents only. Disregard your general impression of the city manager and
concentrate on one factor at a time.

Evaluate the city manager on the basis of standards you expect to be met for the job to which assigned
considering the length of time in the job. Check the number which most accurately reflects the level of
performance for the factor appraised using the rating scale described below. If you did not have an opportunity
to observe a factor during this evaluation period, please indicate so in the “N/O” column next to the factor.
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Newberg City Manager Performance Evaluation:  SAMPLE ONLY - may not be current contract.


CITY MANAGER
PERFORMANCE EVALUATION
DATE:

RATING SCALE DEFINITIONS (1-5)

Unsatisfactory

Improvement
Needed

Meets Job
Standards

Exceeds Job

Standards

Outstanding

N/O

(1)

&)

(3)

4

®)

The employee’s work performance is inadequate and definitely inferior to the
standards of performance required for the job. Performance at this level can
not be allowed to continue.

The employee’s work performance does not consistently meet the
standards of the position. Serious effort is needed to improve performance.

The employee’s work performance consistently meets the standards of
the position.

The employee’s work performance is frequently or consistently above
the level of a satisfactory employee, but has not achieved an overall level of
outstanding performance.

The employee’s work performance is consistently excellent when compared
to the standards of the job.

No Opinion.

|. PERFORMANCE EVALUATION AND ACHIEVEMENTS

1. City Council Relationships

A. Effectively implements policies and programs 1 2 3 4 5 N/O

approved by the City Council.

B. Reporting to the City Council is timely, clear, 1 2 3 4 5 N/O
concise and thorough.

C. Accepts direction/instructions in a positive manner 1 2 3 4 5 N/O
D. Effectively aids the City Council in establishing long 1 2 3 4 5 N/O
range goals.

E. Keeps the City Council informed of current plans 1 2 3 4 5 N/O

and activities of administration and new
developments in technology, legislation,
governmental practices and regulations, etc.

F. Provides the City Council with clear reports of 1 2 3 4 5 N/O
anticipated issues that could come before the

City Council.
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Comments:

2. Public Relations

A. Projects a positive public image. N/O
B. Is courteous to the public at all times. N/O
C. Maintain_s effective relations with media N/O
representatives.

Comments:

3. Effective Leadership of Staff

A. Delegates appropriate responsibilities. 1 N/O
Comments:

4. Fiscal Management

A. Prepares realistic annual budget. 1 N/O
B. Controls expenditures in accordance with 1 N/O
approved budget.

C. Keeps City Council informed about revenues and 1 N/O
expenditures, actual and projected.

D. Ensures that the budget addresses the City 1 N/O
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Council’s goals and objectives, including readability.

Comments:

5. Communication

A. Oral communication is clear, concise and articulate. 1

B. Written communications are clear, concise and
accurate.

Comments:

N/O

1

N/O

6. Personal Traits

A. Initiative.

B. Judgment.

C. Fairness and Impatrtiality.
D. Creativity.

Comments:

N/O

N/O

N/O

N/O

7. Intergovernmental Affairs

A. Maintains effective communication with local,
regional, state and federal government agencies.

B. Pursues financial resources (grants) from other
agencies.

N/O

N/O
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C. Contributes to good government through 1 2 3 4 5 N/O
regular participation in local, regional and state
committees and organizations.

D. Lobbies effectively with legislators and state 1 2 3 4 5 N/O
agencies regarding City programs and projects.

Comments:

Il. ACHIEVEMENTS RELATIVE TO OBJECTIVES FOR THIS EVALUATION PERIOD:

. SUMMARY RATING

Overall Performance Rating - Considering the results obtained against established performance standards as
well as overall job performance, the following rating is provided:

Unsatisfactory Improvement Meets Job Exceeds Job Outstanding
Needed Standards Standards

Comments:

IV. FUTURE GOALS AND OBJECTIVES

Specific goals and objectives to be achieved in the next evaluation period:
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This evaluation was reviewed and discussed between the City Council and the City Manager on:

City Council Concurrence

YES / NO

Bob Stewart, Mayor

YES /NO
Bob Andrews, Council President

YES /NO
Roger Currier

YES /NO
Robert Soppe

YES /NO
Mike Boyes

YES /NO
Dawn Nelson

YES /NO
Bart Rierson
City Manager
James H. Bennett Next Evaluation Date
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MEMORANDUM

To: Honorable Mayor Mark Guthrie and members of the Richwood City
Council

From: Karen B. Schrom, City Secretary

Date: March 9, 2017

Subject: Richwood’s Sixtieth Anniversary.

Several members of Council asked for this item to be on the agenda. Richwood will be 60 years
old this November. We’ve come a long way since then. It is a great opportunity to remember
where we’ve come from and to look at where we are heading.

In 1957, the most popular song was “All Shook Up” by Elvis Presley and gas was $0.31 per gallon.
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MEMORANDUM

To: The Honorable Mark Guthrie, Mayor and Members of the Richwood City Council
From: Michael Coon, City Manager

Date: March 8, 2017

Subject: City Secretary Hire

This item is for City Council to vote on the hire of Giani Cantu as the City Secretary/Finance
Director position. Ms. Cantu is currently the Deputy City Secretary in Lake Jackson. In addition
to working closely with the City Secretary in Lake Jackson, she has served as a court clerk and as
an accounting clerk.
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28-Feb-17

BUDGET CURRENT BALANCE  PERCENT
FY 201617 FY 2016/17 FY 201617 REMAINING
ADMINISTRATION 642,070.00 149,862.75 492,207.25 76.66%
CITY MAINTENANCE 243,890.00 $5,193.06 158,696.94 65.07%
STREETS & DRAINAGE 125,000.00 3,201.77 121,798.23 97 44%
SPECIAL REVENUES 18,400.00 1,102.47 17.297.53 94.01%
POLICE DEPARTMENT 839,555.00 372,950.74 466,604.26 55.58%
JUDICIAL 128,888.00 54.128.66 74,759.34 58.00%
FIRE DEPARTMENT 165.250.00 71,643.22 93,606.78 56.65%
PARKS & RECREATION 39,500.00 15,694.31 23,805.69 60.27%
CODE ENFORCMENT 60,454.00 16,776.01 43,677.99 72.25%
PERMITTING 91,281.00 26,946.25 64.334.75 70.48%
TOTAL 2,354,288,00 797.499.24 1,556,788.76
GENERAL FUND REVENUES 2.354,288.00 1,636,497.69 717,790.31 30.49%
§38,998.45 838,998.45
DEBT SERVICE 171,594.00 10,694.32 160,899.68 93.77%
TOTAL 171,594.00 10,694.32 160,899.68
DEBT SERVICE REVENUES 171,594.00 149.597.05 21,996.95 12.82%
138,902.73 138.,902.73
WATER/SEWER 1,584,197.00 456,737.76 1,127.459.24 N1T%
TOTAL 1,584,197.00 456,737.76 1,127 459.24
WATER/SEWER REVENUES 1,584,197.00 478,136.20 1,106,060.80 69.82%
21,398.44 1,106,060.80
DEBT SERVICE 168,210.00 106,565.55 61,644.45 36.65%
TOTAL 168,210.00 106,565.55 61,644.45
DEBT SERVICE REVENUES 168,210.00 50,609.89 117,600.11 69.91%
(55,955 66) (55,955.66)
TRANSPORTATION 116,000.00 116,000.00 100.00%
TOTAL 116,000.00 i 116,000.00
TRANSPORTATION REV. 136,000.00 58.491.37 77,508.63 56.99%
58.491.37 38,491.37
INSURANCE CONTINGENCY - N
TOTAL . i -
REPLACEMENT . . #DIV/O!
TOTAL . -
CRIME CONTROL & PREVEM 125,000.00 47.925.95 77,074.05 61.66%
TOTAL 125,000.00 47,.925.95 77.074.05
CRIME CONTROL REV. 125,000.00 34,781.13 90.218.87 72.18%
(13,144.82) (13,144.82)
CAPITAL IMPROVEMENTS - #DIV/O!
TOTAL . - -
CAPITAL PROJECTS W/$ . #DIv/0!
TOTAL - - _
CAPITAL PROJECTS GF - #DIV/0!
TOTAL - -
GRAND TOTAL 4,519.289.00 1419.422.82 2.083,866.18
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City of Richwood

RUAR0AT Slbpm Statement of Revenue and Expenditures Page 1
Revised Budget
For General Fund (10)
For the Fiscal Period 2017-5 Ending February 28, 2017

[ 0urnen:‘ Current Annual YTD Remalning

‘Account Number Budga Actual Budget Actual Budget %

Revenues
10-04-4250 Revenues - Festivals 000 § 450.00 § 7,000.00 % 450.00 93.57%
10-04-4251 Revenues - Palice Officer Training 0.00 0.00 1,100.00 0.00 100.00%
10-04-4252 Revenues - Seizure & Forfeiture 0.00 0.00 0.00 0.00 0.00%
10-04-4253 Revenues - Court Security .00 {6,800.00} 3,300.00 (6,800.00) 306.06%
10-04-4254 Revenues - Court Technology 0.00 0.00 4,200.00 0.00 100.00%
10-04-4255 Revenues - Bobby Ford Park 0.00 0.00 5,000.00 0.00 100.00%
10-04-4256 K-9 Unit 0.00 0.00 0.00 0.00 0.00%
10-04-4257 Parks and Recreation 0.00 0.00 0.00 160.00 0.00%
10-29-4103 Ad Valorem Taxes 0.00 158,722.06 1,348,960.00 1,249,514.09 7.37%
10-29-4104 Delinquent Taxes 0.00 1,651.01 30,000.00 7,969.73 73.43%
10-29-4105 Penalty & Interest 0.00 1,908.53 22,000.00 3,413.87 84.48%
10-29-4106 Licenses & Permits 0.00 1,696.00 10,000.00 5,586.50 44.14%
10-29-4107 Building Permits 0.00 287.50 35,000.00 12,619.50 63.94%
10-29-4109 Municipal Court 0.00 17,975.76 115,000.00 70,199.61 38.96%
10-29-4110 Interest Eamnings 0.00 0.39 1,000.00 422.06 57.79%
10-29-4111 Franchise Taxes 0.00 28,117.81 250,000.00 80,393.07 67.84%
10-28-4112 Miscellaneous Income 0.00 30,545.87 20,000.00 31,237.90 (56.19%}
10-28-4113 Intragovernmental Income 0.00 0.00 0.00 0.00 0.00%
10-29-4114 Animal Fines/Licenses 0.00 30.00 500.00 80.00 84.00%
10-29-4116 Sales Tax - Streets 0.00 9,176.09 125,000.00 35,591.29 71.53%
10-29-4117 Sales Tax 0.00 36,704.32 366,228.00 142,365.07 61.13%
10-29-4118 Municipal Building Rentals 0.00 165.00 0.00 2,470.00 0.00%
10-29-4120 Deferred Revenue 0.00 0.00 0.00 0.00 0.00%
10-29-4121 Parks & Recreation 0.00 225.00 10,000.00 825.00 91.75%
10-29-4123 Other Revenues 0.00 0.00 0.00 0.00 0.00%
10-29-4125 Transportation Fee 0.00 u.00 0.00 0.00 0.00%
10-29-4221 Bond Proceeds 0.00 0.00 0.00 0.00 0.00%
10-29-4435 Capital Contributions 0.00 0.00 0.00 0.00 0.00%
10-60-4250 Revenues - Festivals 0.00 0.00 0.00 0.00 0.00%
10-60-4251 Revenues - Police Officer Training 0.00 0.00 0.00 0.00 0.00%
10-60-4252 Revenues - Seizure & Forfeiture 0.00 0.00 0.00 0.00 0.00%
10-604253 Revenues - Court Security 0.00 0.00 0.00 0.00 0.00%
10-60-4254 Revenues - Court Technology 0.00 0.00 0.00 0.00 0.00%
10-61-4124 Beautification Revenues 0.00 0.00 0.00 0.00 0.00%

Total General Fund Revenues 000 §  280,855.34 $ 2,354,288.00 §  1,636,497.69 30.49%

General Fund Excess of Revenues Over Expenditures § 0.00 $ 87,963.18 § (2,000.00) $ 831,270.96 41863.55%
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3/8/2017 3:10pm

10-28-1101
10-29-1103
10-29-1105
10-29-1106
10-29-1107
10-29-1108
10-29-1109
10-29-1110
10-29-1111
10-29-1112
10-29-1113
10-29-1114
10-29-1115
10-29-1116
10-29-1118
10-29-1119
10-29-1120
10-29-1121
10-29-1122
10-29-1123
10-28-1125
10-29-1127
10-29-1129
10-29-1130
10-29-1131
10-29-1133
10-29-1134
10-29-1140
10-29-1141
10-29-1142
10-28-1143
10-29-1144
10-29-1145
10-28-1146
10-29-1147
10-29-1150
10-29-1261
10-29-1262
10-29-1263
10-29-1264
10-29-1265

City of Richwood

Balance Sheet

For General Fund (10)
February 28, 2017

Assets

Cash

Cash in bank - Beautification
Seizure and Forfeiture Fund
TexPool Investments

Petty Cash

TexStar Investments

Logic Investments

WCMA - Merrill Lynch Investments
Certificates of Deposit

Tax Receivable

Accrued Inferest Receivable
Sales Tax Receivable

Due from Fire Department

Due from Enterprise Fund

Due from Capital Construction Fund
Due from Replacment

Allowance for Uncollectibles

Due from Insurance Contingency
Accounts Receivable - Other
Deferred Taxes

Prepaid Expenditures
Investments - Merrill Lynch
Delinquent Taxes

Accounts Rec/NSF checks

Due from Other Governments
Reserve for Ad Valorem Taxes
Reserve for Delinquent Taxes
Due from Capital Improvements
Due From Debt Service

Due from General - Replacement
Due from Seizure and Forfeiture
Due from Crime Control and Prevention
Due from Beautification

Due from Transportation Fund
Due from General (Seizure)
Loan receivable

Land

Buildings
Vehicles

Office Equipment
Equipment

Total

Total Assets

Liabilities and Fund Balance

289

Page 1

190,778.86
.00
1,016.55
587,301.99
800.00
228,203.82
156,504.56
.00
187,717.46
{1,180,506.53)
80.42
47,277.01
.00
746,107.74
.00
.00
{17,098.78)
.00
14,472.06
{18,368.20)
1,875.00
.00
(19,416.38)
1,509.15
527.51
1,233,636.92
19,424.08
.00
.00
.00
.00
52,019.00
.00
3,907.90
00
100,896.00
.00
.00
.00
.00
.00

2338677.04
2,338,677.04




3/8/2017 3:10pm

10-29-2125
10-29-2127
10-29-2129
10-29-2130
10-29-2131
10-29-2132
10-29-2134
10-29-2135
10-29-2136
10-29-2137
10-29-2138
10-28-2139
10-28-2140
10-29-2141
10-29-2142
10-29-2144
10-29-2145
10-29-2146
10-29-2149
10-29-2150
10-28-2151
10-29-2153
10-29-2155
10-29-2156
10-29-2157
10-29-2158
10-29-2159
10-29-2160
10-29-2161
10-29-2162
10-29-2165
10-28-2166
10-29-2170
10-29-2172
10-29-2175
10-61-2221

10-29-3103
10-29-3105
10-29-3110
10-29-3190
10-29-3191
10-29-3182
10-29-3198

City of Richwood

Balance Sheet

For General Fund (10)
February 28, 2017

Cash Over/Under

Municipal Court Bonds
Accts Payble - Other
Accounts Payable

Federal W/H Payble
Retirement Payable

Due to Debt Service Fund
Blue Santa Program Payable
Insurance Payable

Credit Union Payable

Child Support Payable
Festivals

Municipal Court Costs
Overdrawn

Student Loan

Social Security Payable
Special Police Training Fund
Deferred Palice Forfeitures
Due to Capital Porjects

Due to Water/Sewer

Due to Insurance Contingency
Due to Water Meter Deposit
Due fo Replacement

Due to Revenue Bond &S
Couirt Security Fund

Due to Capital Improvement

Due to Crime Control and Prevention District

Due to Reserve Fund

Due to Beautification

Due to Transportation Fund
Accounts Payable - Debt Service
Due to Seizure & Forfeiture

Tax Escrow Account

Due to General from Seizure and Forfeiture

AFU Account
Due to General
Total
Total Liabllties

Fund Balance

Reserved for Investment in Inventory
Encumberance Account

Seizure and Forfeiture Fund
Reserve - Festival

Reserve - Police Training

Reserve - Municipal Courl Security

290
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(118.49)
568.69
4,025.87
55,974.30
9,071.31
5,968.09
.00
1,856.50
(2,163.80)
(425.00)
.00
(6.87)
25,395.80
.00
.00
{401.35)
(250.00)
.00
.00
203,837.36
.00
.00
1,700.00
.00
.00
.00
43,694.00
00
.00
.00
134,439.89
.00
.00
.00
.00
.00

7483.166.370

483,166.30

1,013,870.81
.00

554.09
858.60
1,989.38
747.97
1,779.26



Page 3

3/8/2017 3:10pm City of Richwood
Balance Sheet
For General Fund (10)
February 28, 2017
10-29-3199 Reserve for Municipal Court Technology 443967
Total 1,024,239.78
Excess of Revenue Over Expenditures 831,270.98
Total Fund Balances 1,855,510.74
$ 2,338,677.04

Total Liabllities and Fund Balances
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City of Richwood

293

%2017 3:10pm Statement of Revenue and Expenditures Page &
Revised Budget
For Enterprise (30)
For the Fiscal Period 2017-5 Ending February 28, 2017
Current Curré}ll‘ Anmiélé YTD Rel-li"éi'ning
\Account Number Budggt Actual Budget Actual Budget_%
Revenues
30-25-4113 Intragovernmental Income $ 000 % 000 § 0.00% 0.00 0.00%
30-25-4410 Water Fees 0.00 6,128.84 §8,061.00 27,230.49 69.08%
30-25-4420 Sewer Fees 0.00 5,331.55 80,149.00 23,379.40 70.83%
30-30-4110 Interest Earnings 0.00 26.52 300.00 113.33 62.22%
30-30-4112 Miscellaneous Income 0.00 196.73 6,000.00 124.90 97.92%
30-30-4113 Intragovernmentai Income 0.00 0.00 0.00 0.00 0.00%
30-30-4120 Deferred Revenue 0.00 0.00 0.00 0.00 0.00%
30-304123 Other Revenues 0.00 0.00 0.00 0.00 0.00%
30-30-4221 Bond Proceeds 0.00 0.c0 0.00 0.00 0.00%
30-30-4410 Water Fees 0.00 55,031.46 775,723.00 247.153.01 68.14%
30-30-4420 Sewer Fees 0.00 47,529.21 755,174.00 212,8956.06 71.80%
30-30-4430 Delinquent Charges 0.00 1,951.30 25,000.00 11,763.90 52.94%
30-30-4435 Capital Contributions 0.00 0.00 0.00 0.00 0.00%
30-30-4440 Water Taps 0.00 500.00 8,000.00 4,000.00 50.00%
30-30-4450 Sewer Taps 0.00 0.00 2,000.00 1,000.00 50.00%
30-30-4460 Reconnect Fees 0.00 0.00 7.000.00 1,025.00 85.36%
30-30-4470 Garbage Receipts 0.00 0.00 5,000.00 0.00 100.00%
Total Enterprise Revenues $ 0.00 $§ 11669561 $§ 1,752407.00 $§  528,746.08 69.83%
Enterprise Excess of Revenues Over Expenditures $ 0.00 $ (49,559.97) 0.00 % (32,419.74) 0.00%
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3/8/2017 3:10pm

30-23-1101
30-24-1101
30-25-1101
J30-30-1101
30-23-1106
30-25-1108
30-30-1106
30-54-1106
30-30-1107
30-25-1109
30-30-1109
30-24-1110
30-25-1110
30-30-1110
30-23-1111
30-25-1111
30-30-1111
30-30-1113
30-30-1118
30-30-1119
30-30-1120
30-30-1121
30-30-1122
30-24-1125
30-25-1125
30-30-1125
30-24-1127
30-25-1127
30-30-1127
30-30-1130
30-30-1131
30-30-1140
30-30-1141
30-30-1159
30-30-1160
30-30-1207
30-30-1208
30-30-1209
30-30-1210
30-30-1227
30-30-1228
30-30-1229
30-30-1230
30-30-1231
30-30-1232
30-30-1239

City of Richwood
Balance Sheet
For Enterprise (30)
February 28, 2017
Assets

Cash

Reserve Cash

Cash - Revenue Bond

Cash

TexPool Investments

TexPool investments

TexPool Investments

TexPool Investments

Petty Cash

Logic Investments

Logic Investments

Reserve - WCMA

WCMA - Marrill Lynch Investments
WCMA - Merrill Lynch Investments
Cerlificates of Deposit

Certificates of Deposit

Certificates of Deposit

Accrued Interest Receivable

Bue from Capital Construction Fund
Due from Replacment

Allowance for Uncollectibles

Due from Insurance Contingency
Accounts Receivable - Other
Prepaid Expenditures

Prepaid Expenditures

Prepaid Expenditures

Investments - Merrill Lynch
Investments - Merrill Lynch
Investments - Merrill Lynch
Accounts Rec/NSF checks

Due from Other Govemments

Due from Capital Improvements
Due From Debt Service

Deferred Outflow - TMRS

Deferred Qutflow - Contribution
Bond Issuance Cost

Accumulated amortization of bond
2011 CO Bond Issuance Costs
2011 CO Accumulated Amortization
Construction in Progress - CDBG
Construction in Progress - Water Wells

Construction in Progress - Sewer Lift Stations

Utility Receivables
Reserve for Uncollectables
Unbilled utility

Due from Bond

297

Page 10

.00

.00

.00
(80,288.19)

65,027.56

.00

.00

.00

.00

811.07
(.39)

.00

.00

.00

28,239.08

.00

71,755.23

28.62

.00

.00

.00

.00

.00

.00

.00

.00

.00

.00

.00

569.98

.00

.00

00

2,462.00

14,187.48

.00

.00

.00

.00

.00

147,224.85

.00

167,464.29

.00

66,761.48

.00



3/8/2017 3:10pm

30-30-1240
30-30-1241
30-30-1242
30-30-1245
30-30-1250
30-25-1252
30-30-1252
30-23-1253
30-30-1253
30-30-1259
30-30-1261
30-30-1262
30-30-1263
30-30-1264
30-30-1265
30-30-1266
30-30-1267
30-30-1269
30-25-1325

30-30-2125
30-30-2129
30-30-2130
30-30-2131
30-30-2132
30-30-2134
30-30-2136
30-30-2137
30-30-2138
30-30-2144
30-30-2149
30-25-2150
30-54-2150
30-30-2151
30-30-2153
30-30-2155
30-30-2156
30-24-2158
30-30-2158
30-54-2158
30-30-2160
30-30-2162

Total

City of Richwood

Balance Sheet

For Enterprise (30)
February 28, 2017

Due from General Water/Sewer
Due from General - Water/Meter
Due from General - Capital

Due from Capital Projects

Due from General - Reserve
Due from W/S - Revenue Bond
Due from W/S - Revenue Bond
Due from WS for W/M

Due from W/S for W/M
Deferred inflow-TMRS

Land

Buildings

Vehicles

Office Equipment

Equipment

Water System

Sewer System

Accumuiated Depreciation

Due from General Fund

Total Assets

Liabilities and Fund Balance

Cash Over/fUnder

Accts Payble - Other
Accounis Payable

Federal W/H Payble
Retirement Payable

Due to Debt Service Fund
Insurance Payable

Credit Union Payable

Child Support Payable
Social Security Payable
Due to Capital Porjects

Due to Water/Sewer

Due to Water/Sewer

Due to Insurance Contingency
Due to Water Meter Deposit
Due to Replacement

Due to Revenue Bond 1&S
Due to Capital Improvement
Due to Capital Improvement
Due to Capital Improvement
Due to Reserve Fund

Due t¢ Transportation Fund
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203,837.56
.00

00

.00

.00

.00

.00

.00

.00
{6,593.00)
122,580.00

193,270.01
100,396.99
.00
203,130.25
5,776,307.06
5,127,859.10
(4,704,009.09)
.00
7.501,021.94

‘Gﬂ
™~
o
2
=
[~
-

:I.‘E

1

.00
950.94
2,138.41
1,029.65
1,335.22
.00
1,070.83
.00

.00
(866.07)
.00

.00

.00

.00

.00

.00

.00

.00

.00

.00

.00
36,732.92



3/8/2017 3:10pm

30-30-2175
30-30-2220
30-30-2221
30-30-2222
30-30-2224
30-30-2225
30-30-2228
30-30-2235
30-30-2240
30-30-2241
30-30-2242
30-30-2243
30-30-2244
30-25-2248
30-25-2249
30-30-2249
30-25-2250
30-30-2250
30-25-2255
30-30-2255
30-25-2256
30-30-2256
30-25-2257
30-25-2280

30-30-3110
30-30-3201
30-25-3205
30-25-3206

Total

City of Richwood

Balance Sheet
For Enterprise (30)
February 28, 2017

AFU Account

Customer Meter Deposits

Due to General

Due to Debt Service

Due to W/S from Water/Meter

Due to Transportation Fund

Due to Revenue Bond from W/S
Sales Tax Payable

Sanitation Payable

Fire Department Donations
Beautification Donations
Transportation Fees

Inspection fee payable

Accrued int payable - Capital Loan
Accured Revenue Bond Int. Payable
Accured Revenue Bond Int. Payable
Revenue Bonds Payable - 1980
Revenue Bonds Payable - 1980
Loan Payable

Loan Payable

Cerlificates Payable

Certificates Payable

2011 Certificates of Obligation Bond
Net Pension Liability

Total Liabiltles

Total

Encumberance Accouni
Retained Earnings
Retained Eamings - Bonds
Reserve - Construction

Excess of Revenue Over Expenditures

Total Fund Balances

Total Liabllities and Fund Balances
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.00
121,371.94
749,693.44

.00

.00

.00

.00

3,631.74
28,238.58
6,933.91
4,561.21
21,640.00
10,370.00
14,401.60
7.742.86

.00

.00

.00
549,909.45
100,896.00
310,000.00

.00
660,000.00

56,846.40

2,688,537.63

2,688,537.63

.00
3,627,354.41
566,267.85
751,281.79

4.844904.05

(32.419.74)

_4812484.31
7,501,021.94




City of Richwood

SE@0iT J:a0pm Statement of Revenue and Expenditures Page 2
Revised Budget
For Capital Improvements (11}
For the Fiscal Period 2017-5 Ending February 28, 2017
Current| Current] Annual YTD Remaining
Account Number Budget Actual Budget Actual Budget %
Revenues
11-65-411C interest Earnings $ 000 $ 0.00 § 65.00$ 40.19 38.17%
11-55-4113 Intragovernmental Income - 0.00 0.00 0.00 0.00 0.00_%_
Total Capital Inprovements Revenues $ 000 $ 0.00 § 65.00 $ 40.1¢9 38.17%
Capital Inprovements Excess of Revenues Over Expen $ 0.00 $ 0.00 $ 6500 $ 40.19 38.17%
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32017 3:10pm City of Richwood fage <

Balance Sheet
For Capital Improvements (11)

February 28, 2017
Assets

11-55-1101 Cash .00
11-55-1106 TexPool Investments 31,718.92
11-55-1109 Logic Investments 2,263.85
11-55-1110 WCMA - Merrill Lynch Investments .00
11-55-1111 Certificates of Deposit 39,866.06
11-55-1113 Accrued Interest Receivable 10.90
11-55-111€ Due from Enterprise Fund .00
11-55-1118 Due from Capital Construction Fund .00
11-55-1119 Due from Replacment .00
11-55-1125 Prepaid Expenditures .00
11-55-1127 Investments - Merrill Lynch .00
11-55-1140 Due from Capital Improvements .00
11-55-1325 Due from General Fund .00

Total

Total Assets $ 73,859.73

Liabilities and Fund Balance

11-55-2149 Due to Capital Porjects .00
11-55-2150 Due to Water/Sewer .00
11-56-2155 Due to Replacement .00
11-55-2158 Due to Capital Improvement .00
11-55-2221 Due to General .00

Total !

Total Liabilties
11-55-3103 Fund Balance 73,819.54
11-55-3110 Prior Year Encumbrance Account .00

Total 73,819.54

Excess of Revenue Over Expenditures 40.19
Total Fund Balances 73,859.73
Total Liabilities and Fund Balances $ 73,8579;737
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City of Richwood

REEIIF 3ilopm Statement of Revenue and Expenditures Page 3
Revised Budget
For Insurance (12)
For the Fiscal Period 2017-5 Ending February 28, 2017

| Curren Current] Annual; YTDT Remaining
-Account Number Budget| Actual Budget Actual Budget %
Revenues
12-53-4110 Interest Earnings $ 000 §$ 0.00 § 110.00% 16.56 84.95%
12-53-4113 Intragovernmental Income 0.00 0.00 0.00 0.00 0.00%
Total Insurance Revenues $ 0.00 § 0.00 $ 110.00 § 16.56 84.95%
Insurance Excess of Revenues Over Expenditures $ 0.00 ¢ 0.00 $ 11000 $ 16.56 84.95%
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3/8/2017 3:10pm City of Richwood Page 5
Balance Sheet

For insurance (12)
February 28, 2017
Assets
12-53-1111 Certificates of Deposit 13,445.50
12-53-1113 Accrued Interest Receivable 17.60
12-53-1325 Due from General Fund ) .00_
Total 13,463.10
Total Assets $ 13463.10

Liabilities and Fund Balance

12-53-2221 Due to General .00
Total
Total Liabilties
12-53-3103 Fund Balance 13,446.54
12-53-3110 Prior Year Encumbrance Account .00
12-55-3110 Prior Year Encumbrance Account .00
Total 13,446.54
Excess of Revenue Over Expenditures ___16.56
Total Fund Balances 13,463.10
Total Liabilities and Fund Balances $ 13.463._10
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City of Richwood

SEE0T Saliem Statement of Revenue and Expenditures Page 4
Revised Budget
For Replacements (13)
For the Fiscal Period 2017-5 Ending February 28, 2017

Curren “Current] Annual YTD Remaining
Account Number Budget Actual Budget Actual Budget %
Revenues
13-52-4110 Interest Earnings ] 000 $ 0.00 3 35008 19.83 43.34%
13-52-4112 Miscellaneous Income 0.00 0.00 0.00 1,700.00 0.00%
13-52-4113 Intragovernmental Income 0.00 0.00 0.00 0.00 0.00%
Total Replacements Revenues $ 0.00 $ 0.00 $ 35.00 % 1,719.83 (4813.80%)
Replacements Excess of Revenues Over Expenditures $ 0.00 § 0.00 $ 35.00 § 1,719.83 (4813.80%)
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3/8/2017 3:10pm

13-52-1106
13-52-1108
13-52-1109
13-52-1110
13521111
13-52-1113
13-62-1116
13-52-1119
13-52-1125
13-52-1127
13-52-1140
13-52-1325

13-52-2150
13-52-2155
13-52-2158
13-52-2221

13-52-3103
13-62-3110
13-55-3110

City of Richwood

Balance Sheet

For Replacements (13)
February 28, 2017

Assets

TexPool Investments

TexStar investments

Logic Investments

WCMA - Merrill Lynch Investments
Certificates of Deposit

Accrued Interest Receivable
Due from Enterprise Fund

Due from Replacment

Prepaid Expenditures
Investments - Merrill Lynch

Due from Capital Improvements
Due from General Fund

Total
Total Assets
Liabilities and Fund Balance
Due to Water/Sewer
Due to Replacement
Due to Capital Improvement
Due to General
Total
Total Liabilties
Fund Balance
Prior Year Encumbrance Account
Total

Excess of Revenue Over Expenditures
Total Fund Balances

Total Lizbilities and Fund Balances
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.00
6,893.35
5,564.35

.00

601.69
9.07

.00

.00

.00

.00

.00
1,700.00

14,768.46

.00
00
00
.00

13,048.63
.00
.00

13,048.63

1,719.83

14,768.46

14,768.46




City of Richwood

L Statement of Revenue and Expenditures Page 5
Revised Budget
For Crime Control and Prevention {(15)
For the Fiscal Period 2017-5 Ending February 28, 2017

! Current] Current Annual YTD Remaining
IAccount Number Budget Actual Budget, Actual Budget %
Revenues

1560-4110 Interest Earnings $ 0.00 $ 0.00 % 0.00% 35.91 0.00%

1560-4112 Miscellaneous Income 0.00 0.00 0.00 0.00 0.00%

15-60-4117 Sales Tax 0.00 9,086.42 125,000.00 34,781.13 72.18%
Total Crime Control and Prevention Revenues $ 0.00 § 9,086.42 $ 125,000.00 § 34,817.04 72.15%
Crime Control and Prevention Excess of Revenues Over$ 0.00 $ 6,87642 § 0.00 § (13,108.91) 0.00%
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22T L1m City of Richwood Page 7

Balance Sheet
For Crime Control and Prevention (15)

February 28, 2017
Assets

15-60-1106 TexPool Investments 18,942.29
15-60-1108 TexStar Investments 14,451.13
15-60-1110 WCMA - Merrill Lynch Investments .00
15-60-1111 Certificates of Deposit 66,493.54
15-60-1113 Accrued Interest Receivable 2.06
15-60-1114 Sales Tax Receivable 9,423.33
15-60-1127 Investments - Merrill Lynch .00
15-60-1325 Due from General Fund 43,694.00

Total 153,006.35

Total Assets $ 153, 006.35_

Liabilities and Fund Balance

15-60-2221 Due te General 47.925.95
Total 4?,925.92 7
Total Liabilties 47,925.95
15-60-3103 Fund Balance 118,189.31
15-60-3110 Prior Year Encumbrance Account .00
Total 118,189.31
Excess of Revenue Over Expenditures (13,108.91)
Total Fund Balances 105,080.40
Total Liabilities and Fund Balances $ 1563,006.35
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City of Richwood

Sl Statement of Revenue and Expenditures Page 7
Revised Budget
For Transportation Fund (25)
For the Fiscal Perlod 2017-5 Ending February 28, 2017

i Current| Curren Annual YTD Remaining
:‘Account Number Budget Actual Budget Actual Budget %
Revenues

2540-4110 Interest Earnings 3 000 § 0.00 $ 0.00% 118.45 0.00%

25-40-4112 Miscellaneous Income 0.00 0.00 0.00 0.00 0.00%

2540-4125 Transporiation Fee 0.00 0.00 136,000.00 36,732.92 72.993&_
Total Transportation Fund Revenues $ 000 $ 000 § 136,000.00 $ 36,851.37 72.90%
Transportation Fund Excess of Revenues Over Expend] $ 000 § 0.00 $ 20,000.00 $ 36,851.37 (84.26%)
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3/8/2017 3:10pm City of Richwood Page 9
Balance Sheet

For Transportation Fund (25)
February 28, 2017
Assets

25-40-11086 TexPool Investments .00
25-40-1108 TexStar investments 1,743.49
25-40-1109 Logic Investments 54,686.85
25-40-1111 Certificates of Deposit 432519
25-40-11186 Due from Enterprise Fund 36,732.92
25-40-1122 Accounts Receivable - Other .00
25-40-1325 Due from General Fund .o ]

Total 97,488.45

Total Assets $ 97,488.45

Liabilities and Fund Balance

25-40-2221 Due to General .00
Total
Total Liabilties

25-40-3103 Fund Balance 60,636.08

25-40-3110 Prior Year Encumbrance Account 77.097
Total 60,636.08

Excess of Revenue Over Expenditures 36,851.37

Total Fund Balances 97,487.45
Total Liabllities and Fund Balances $ 97 487 .45
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City of Richwood

3/6/2017 3:10pm Statement of Revenue and Expenditures Page 9
Revised Budget
For General Obligation 185 (40)
For the Fiscal Period 2017-5 Ending February 28, 2017
r Current Current Annual} YTD Remaining
|Account Number ! Budge! Actual Budgetl Actual Budget %
Revenues
40-50-4103 Ad Valorem Taxes $ 000 § 14,233.50 § 171,394.00 % 125,852.75 26.57%
40-50-4104 Delinquent Taxes 0.00 0.00 0.00 23,656.58 0.00%
40-50-4110 Interest Earnings 0.00 0.00 200.00 a7.72 56.14%
40-50-4112 Miscellaneous Income 0.00 0.00 0.00 0.00 0.00%
40-50-4113 Intragovernmental Income 0.00 0.00 0.00 0.00 0.00%
40-50-4221 Bond Proceeds 0.00 0.00 0.00 0.00 0.00%
40-50-4222 Bond Premium 0.00 0.00 0.00 0.00 0.00%
Total General Obiigation 1&S Revenues $ 0.00 $ 1_9,233.50 $ 171,594.00 $ 149.597.0_5 12.82%
General Obligation 185 Excess of Revenues Over Expe $ 0.00 $ 13,886.34 § 200.00 % 138,902.73 (69351.37%)
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3/8/2017 3:10pm City of Richwood Page 13

Balance Sheet
For General Obligation 1&S (44)

February 28, 2017
Assets

40-50-1101 Cash .00
40-50-1106 TexPoal Investments .00
40-50-1109 Logic Investments 1,436.03
40-50-1110 WCMA - Merrill Lynch Investments .00
40-50-1111 Certificates of Deposit 92,820.18
40-50-1112 Tax Receivable (141,425.50)
40-50-1113 Accrued Interest Receivable 65.72
40-50-11186 Due from Enterprise Fund .00
40-50-1118 Due from Capital Construction Fund .00
40-50-1120 Allowance for Uncollectibles {1,987.16)
40-50-1122 Accounts Receivable - Other 155,441.70
40-50-1123 Deferred Taxes (2,430.55)
40-50-1127 Investments - Merrill Lynch .00
40-50-1131 Due from Other Governments .00
40-50-1133 Reserve for Ad Valorem Taxes 151,086.31
40-50-1245 Due from Capital Projects .00
40-50-1325 Due from General Fund .00

Total 255,006.73

Total Assets $ 255,006.73

Liabilities and Fund Balance

40-50-2150 Due to Water/Sewer .00
40-50-2221 Due to General .00
40-50-2249 Accrued Int. Payable
Total
Total Liabilties
40-50-3103 Fund Balance 116,104.00
40-50-3110 Prior Year Encumbrance Account .00
Total 116,104.00
Excess of Revenue Over Expenditures 138,902.73
Total Fund Balances 255,006.73
Total Liabllities and Fund Balances 3 255,006.73
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CONFIDENTIAL MATERIAL
CITY MANAGER’S INTRA-AGENCY INFORMATION
DISCLOSURE PROHIBITED AND PUNISHABLE
UNDER SECTION 552.352 OF THE
TEXAS GOVERNMENT CODE

Manager’s Letter
03/13/2017
Consent

Approval of Minutes

No comment.

Certification of Unopposed Candidates

No Comment.

Ordinance No. 412 Cancelling May 6, 2017 Election
This will cancel the election since all the candidates were unopposed.

Review of Investment Policy

Each year the City is required to review the Investment Policy. Staff is not recommending any changes to the
policy this year. If during your review of the policy, you find something you would like to change, during the
Council meeting you can ask that this item be pulled from the consent agenda. This would allow the Council to
discussion any changes and to provide direction to staff.

Payment of Bills

No comment.

Regular Agenda

FY 16 Audit Presentation
Overall the audit is a clean opinion. However, there were some minor issues with how some of the transactions

were processed and the auditors helped us fix those. | think one of the most important points from the audit is
that the Utility Fund has a substantial liability to the General Fund of about $900,000. | have listed below some
of the key projects that contributed to the $900,000 liability.

e Repairs to Lift Station #4,

e Emergency Repair on Magnolia Sewer Line
e Overages on Two CDBG Projects

e New Lift Station for Apartments

As we are preparing for the next budget, | believe that it is vital that we start creating a plan for the Utility Fund
to (1) pay back the General Fund, (2) build at least a 25 percent reserve, (3) fund the needed improvements to
the system, and (4) create a contingency for unexpected projects. It sounds like a lot to do, and it is, but we will
work at creating a plan to improve the situation one step at a time.
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Public Hearing — Single-Family Attached Residences

As you all are aware, there is currently one developer that would like to build some townhomes in Richwood.
However, our current zoning ordinance would only allow for that in a Multi-Family District. So, staff looked at
how other cities’ zoning codes treat townhomes and found that most other cities have a separate district in
their zoning code for townhomes, or single-family attached residences. So, staff reviewed and took pieces from
the ordinances from several cities including Angleton, Clute, Frisco, Lake Jackson, Missouri City, Pearland, and
Sugarland.

| believe there is a demand and a need to create a new zone where town homes can fit, as explained in the
preliminary report. With that being said, | am concerned about making sure that we make the right changes and
that the right guidelines are put into place to ensure that only quality townhome developments will be built in
Richwood.

Preliminary Report on Proposed Amendment to the Zoning Ordinance

As part of the process to amend the Zoning Ordinance, the City is required to produce a preliminary report on
the proposed changes. The report is attached to the agenda packet.

Ordinance No. 2908, prohibiting the igniting or burning of rubbish, garbage, trash, grass, etc.

After the recent brush fire in Oakwood Shores, staff is recommending an update to the burn ordinance. The
revisions would require that any burn be approved by the TCEQ, the state regulatory agency, and be signed by
the fire chief, fire marshal, or their designee. Additionally, that signed document would have to be clearly posted
at the burn site. This will make the burn ordinance a lot easier for our officers to enforce.

Although it no longer explicitly allows burning on tracts over one acre in size, the state allows exemptions for
burning when it is done in conjunction with the clearing of a property. So, with the proper approval, builders

would still be allowed to have controlled burns in Oakwood Shores.

E. Ordinance No. 131B-17, amending ordinance to include provisions for non-consent towing

The intent of this ordinance change is to protect our residents from the unfair business practices that are
sometimes utilized by towing companies. Some non-consent towing companies having been taking vehicles all
the way to Houston. This ordinance would basically require that all vehicles towed without an owner’s consent
are stored within a 10-mile radius of Richwood.

Lake Jackson, Clute, and Freeport have similar ordinances. Their ordinances limit the radius to either 3 or 5
miles. Talking it over with staff, we feel that a 10-mile radius gives the towing company a little more room to

operate without making it too difficult for a resident to retrieve their vehicle.

Authorization to seek Requests for Proposals - Ambulance Services

There have been a growing number of concerns with the professionalism of Clute EMS and their service charge
has typically increased every year. Since we entered our contract with Clute we have not gone out to bid for
EMS services. We know that Lake Jackson EMS is interested in providing a bid to offer their services and we may
also receive bids from one or more private companies.
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G. Authorization to seek Requests for Proposals - Custodial Services

Over the past few months we have not been receiving the same quality of service from our current custodial
provider. Staff would like to begin the RFP process to allow us to start looking at other companies.

H. Authorization to renew Debris Monitoring Contract for one year.

Under new FEMA regulations, after the declaration of a declared emergency, we are required to have a trained
person monitoring the debris removal process. We do not have someone on staff trained for this, and FEMA will
reimburse the City for the cost of monitoring, so | recommend we continue our current contract with the
provider.

I. Proposed changes to the Traffic Plan

Over the past couple of years, the Police Department has been monitoring the traffic patterns in Richwood.
After completing his study, Chief Corb is recommending that the residential speed limit be change to 25 mph,
unless it is with in a school zone. The cost to purchase new speed signs will be less than $1,000. | recommend
that Council approve the Chief’s recommendation.

J. Proposed ordinance on Oil and Gas Drilling

This item is to begin a discussion on updating the City’s ordinance on oil and gas drilling. Under a new state law
that was enacted in 2015, our current ordinance would probably be found to be too restrictive.

The draft of the ordinance in the packet is basically Lake Jackson’s ordinance, which they paid a large sum of
money to outside counsel to draft the ordinance. Staff and our attorney have reviewed the ordinance and the
one major change that we may recommend is to look at restricting the permit fee. The draft includes a fee of
$5,000, but | would recommend going to a significantly smaller fee and requiring that the permit applicant
reimburse the City for any professional consultations that are required to process the ordinance.

K. Establishing Performance Evaluation for City Manager in accordance with his contract

In the agenda packet, | have provided some examples of performance evaluations for City Managers. Please feel
free to look those over for ideas on what you would like to be included in my evaluations. | have listed below
the Core Values from Council’s Strategic Plan and some examples of what a specific goal under that category
may look like.

e Act as a good steward of City Resources.
o Maintain or improve the City’s current bond rating.
o Create a plan for and improve the financial condition of the Utility Fund
o Maintain a clean report on the CAFR
o Apply for and obtain the GFOA Distinguished Budget Award

e Lead the City by serving our community.
o Attend city sponsored events
o Participate in community organizations

e Foster economic growth for today and tomorrow.
o Review & streamline the City’s development process
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o Work with the EDC to create a strategic plan
o Participate in Alliance meetings and actively engage their staff to help produce leads

e Maintain integrity through transparency.
o Initiate a request tracking system for the residents
o Encourage residents to get more involved in the budget process

e Promote a positive quality of life for our community.
o Ensure the consistent and prompt code enforcement
o Develop a long-term plan to replace and maintain the City’s aging infrastructure

The above list and the provided examples are intended to be a starting point for the conversation. | would
recommend that for the meeting on Monday we discuss this preliminary list and examples and collect any
feedback and suggestions that you may have. Then | would recommend that the Mayor and | sit down to finalize
an evaluation tool with some measurable objectives, which we can then bring back to the City Council for
approval.

L. Legislative Update
Instead of taking about the legislative session in the “Manager’s Report”, | placed this item hear so that City
Council can have an open discussion about any legislative bills that concern you.

M. Richwood's Sixtieth Anniversary

This item is on the agenda to allow the City Council to discuss plans for a 60th Anniversary Celebration. My
recommendation would be to see if one or two councilmembers would like to work with a group of residents to
organize an event.

N. Executive Session pursuant to Section 551.074, Government Code, Personnel Matters to deliberate the

appointment, employment, evaluation, reassignment, duties, discipline or dismissal of a public officer or

employee; or to hear a complaint against an officer or employee:

This will allow you to talk with Giani Cantu and to get to know her a little bit before voting to approve her hire.
Giani was always great to work with in Lake Jackson and she was the most qualified applicant. | will also send
her application and resume to you via email so you can review them before Monday.

0. Action as a result of executive session

This item will allow you to vote on the hire of Mrs. Cantu as the City Secretary.

P. Approve items removed from Consent Agenda Preliminary Report on Proposed Amendment to the Zoning

Ordinance
No Comment
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CONFIDENTIAL MATERIAL
CITY MANAGER’S INTRA-AGENCY INFORMATION
DISCLOSURE PROHIBITED AND PUNISHABLE
UNDER SECTION 552.352 OF THE
TEXAS GOVERNMENT CODE

Manager’s Letter Supplement
03/20/2017

Most of the information provided in the manager’s letter for last week is still up to date. | just wanted to
provide a brief update on a few items.

Public Comment

Mr. Sparks, a resident on Blue Jay Dr., has expressed interest in coming to talk to Council about simplifying the
City’s process to get a permit for chickens. Mr. Sparks understands that the Council will not be able to respond
at this meeting. Sometime after the meeting, individual members of Council could reach out to me and let me
know if this is an item they would like to discuss in more detail on a future agenda.

Regular Agenda

Ordinance No. 2908, prohibiting the igniting or burning of rubbish, garbage, trash, grass, etc.
After hearing some concerns about the changes to the ordinances, staff has gone back and reviewed the State
law governing outdoor burning, Title 30 Texas Administrative Code Sections 111.201-221. Looking at the code

in more detail has led to some revisions in the ordinance draft, which are briefly highlighted below.

Staff is recommending that the original language with regards to the one acre exception be left in place. The
original ordinance allows burning for “land clearance only”. Also after taking another look at the State’s law,
burning of domestic waste is already illegal anywhere in Richwood. Below is a section of TCEQ’s guide on burning
that outlines the burning of domestic waste.

Domestic waste—in other words, household trash or rubbish—may be burned when the local
governmental organization with jurisdiction over such matters does not collect trash and does not
authorize a business or other service to do so. To qualify for this exception, the waste must come from
a property that is designed to be a private residence and used exclusively as a private residence for no
more than three families. The waste must also be burned on the property where it was produced.
According to TCEQ rules [30 TAC 101.1(26)], domestic wastes include wastes that normally result from
the function of life within a residence—for example, kitchen garbage, untreated lumber, cardboard
boxes, packaging, clothing, grass, leaves, and branch trimmings. Such items as tires, construction debris,
furniture, carpet, electrical wire, and appliances are not considered to be domestic waste and cannot be
burned. Other conditions of the general requirements for outdoor burning do not apply to the burning
of domestic waste, but the outdoor burn must not cause a nuisance or traffic hazard. (Texas Commision
on Environmental Quality, 2015)
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Since all City residents are provided with trash collection, Texas law does not allow for our residents to burn
“Domestic Waste”.

The significant changes being proposed to the current ordinance are the following:

e Allowing a designee of the Fire Chief to give permission for burns

e Requiring the TCEQ burn guidelines to be posted on site

e Requiring the permission from the City be posted on site

e Grants the Fire Chief, Fire Marshal, designees of the Fire Chief or Fire Marshal, code enforcement
officers, or any peace officer the ability to prohibit a fire or require the immediate extinguishment of a
fire if the weather conditions are creating a safety hazard or if the smoke or ash becomes a public
nuisance.

Legislative Update

This Tuesday Chief Corb and | had the opportunity to travel to Austin to participate in a hearing on S.B. 2 and to
talk to some of our State representatives. After providing a summary on those two items, | will also provide my
assessment on the property tax situation in Texas.

SB 2 — Due to the extend nature of the hearing the Chief and | did not get to testify on S.B. 2, but we did hear
some valuable testimony from several residents across the state that have been impacted with rather large
property tax increases. However, even most of those residents admitted that a large portion of the tax increases
came from their school district and/or voter approved debt. SB 2 would do very little, if anything, to address
those concerns because school districts would not be included and the bill does not address voter approved
debt.

State Representative — The Chief and | had discussions with both Rep. Bonnen and Senator Hoffman with
regards to several of the bills that are being proposed to change the process for setting property tax rates. Both
representatives believe that changes need to be made to the property tax system, but it appears that neither is
enthusiastic about a 4 percent roll-back rate. Rep. Bonnen would like to focus more of his efforts on increasing
the transparency of the rate setting process and maybe creating an indexed value for the roll-back rate. | fully
support Rep. Bonnen’s transparency proposals, although some slight modifications could help reduce some
minor unfunded mandates. Rep. Bonnen’s idea he shared to attach the roll-back rate to an index would be
better than establishing a hard cap number, like 4 percent, and it would allow for flexibility during high times of
inflation.

My Thoughts — | do believe that changes need to be made to the property tax system, but | do not believe that
SB 2 takes the right approach. School districts make up over 50% of the property tax bills across the State, yet
SB 2 would do nothing to address that problem. School finance reform needs to be addressed to have the most
impact on the property taxes that are paid by Texans. However, | do not think that exempts cities and other
entities from working with the State to improve our end of the property tax equation and the rate setting
process.
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There areas of the state where residents have been faced with several elections to approve voter issued debt
and all the elections have been on different dates, which | think is unfair and not very transparent. | do believe
that it would be appropriate for the State to place some restrictions on the dates that entities can go to the
voters to approve debt. The Senate would like to see all elections done in November. | think that goes too far
because the November ballots are already too crowed and City issues would not get the attention they deserve.
In the worst-case scenario, it would be better if the State gave municipalities the option to either declare
November or May as their official election dates for all issues, except for special elections when a council seat
is vacated. However, my preference would be for the state to allow cities to use both the November and May
election dates, but to prohibit all other dates unless it is for a special election when a council seat is vacated.
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