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INDEPENDENT AUDITORS’ REPORT

- Board of Directors
Old Sixth Ward Redevelopment Authority
Houston, Texas

We have audited the accompanying financial statements of the governmental activities and major fund
of Old Sixth Ward Redevelopment Authority (the Authority), as of and for the year ended June 30, 2021,

. and the related notes to the financial statements, which collectively comprise the Authority’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

= Auditors’ Responsibility

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

- An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or

- error. In making those risk assessments, the auditor considers internal control relevant to the 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.



Opinions

Im our opinian, the financial statements referred 1o above present fairly, in all material respects, the
respective financial position of the governmental activities and major fund of Old Sixth Ward
Redevelopment Authority as of June 30, 2021, and the respective changes in financial position for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United Staies of America require that the management's
discussion and analysis and budgetary comparison information on pages 3 through 7 and 19 through 20
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Aceounting 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 reguired supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of ingquiries of management ahout the methods of
preparing the information and comparing the information for consistency with management’s responses
to qur 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 tha
infarmation because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurandce.

Cther Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Authority’s basic financial statements. The schedule of operating expenses
and capital expenditures for the year ended lune 30, 2021 and the schedule of estimated project costs
to actual costs for the peried from Movember 7, 2002 (date of incarporation) through lune 30, 2021
{suppiementary information} are the responsibitity of management and were derived from and relate
directly to the underlying accounting and other records used to prepare tha basic finansial 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 fo the basic financial statements themselves, and other additional procedures in
accorgdance with auditing standards generally accepted In the United States of America. In our apinion,
the supplementary infermation is fairly stated, in all material respects, in relation to the basic financizl
statements as a2 whole.

Cﬁ“ﬁ ’?&ﬁv ,f‘ Jn{imm), Li.C

Houston, Texas
September 22, 2021



Old Sixth Ward Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

This discussion and analysis of Qld Sixth Ward Redevelopment Authority's {the Authority) financial
staterments provides an overview of the Authority’s financial performance during the years ended Juna
30, 2021 and 2020. This discussion and analysis includes comparative data for the year ended June 30,
2021 with the year ended June 30, 2020 and a brief explanation for significant chanpes between fiscal
years. Since the Management's Discussion and Analysis is designed to focus on current activities,
resulting changes and current known facts, please read in conjunction with the Authority’s basic
financial statements and the notes.

FINANCIAL HIGHLIGHTS

» During fiscal year 2021, the Authority continued work on their capital improvement program and

conducted various negotiations including the following:

o Completed the mobility planning study for the Pedestrian/Bike Mobility Program.

o Using the information obtained in the mobility planning study, the Authority, successfully
applied for a partnership grant with Precinet 2/Commissioner Adrian Garcia for design and
construction of Multimodal improvements to Sawyer and Edwards.

o Using the information obtainad in the mobility planning study, the Authority is working with
the City of Houston (the City) to defing improvements for the Washington Avenue and Silver
Straet Intersection and to start design on those improvements.

# Since the creation of the Zone in December 1998, the appraised value for property located within the
Zene has increased from approximately $34.3 million in the Originai Area, and 572 million in the 2011
Annexed Area, to an estimated $364 million in the Criginal Arga, and an estimatad $158 million in the
2011 Annexed Area for Tax Year 2020.

OVERVIEW OF THE FINAMCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financia!
statements. According to the definition in Governmental Accounting Standards Board {GASE), the
Authority qualifies as a special purpose government with one program - redevetopmant of the Qld Sixth
Ward.

The Statement of Net Position includes all of the Authority’s assets and liabilities, with the difference
between assets and liabilities presented as net position. Qver time, increases or decreases in the
Authority’s net position may serve as a useful indicator of whether the financial position of the Authority
is improving or deteriorating. All of the current year's revenues and expenses are accounted for in the
Statement of Activities, regardless of when cash is received or paid. The fund financial statements
report information about the Authority on the modified accrual basis, which only accounts for revenues
that are measurable and available within the current period or soon encugh thereafter to pay liabilities
of the current period. Adjustments are provided to reconcile the government-wide staterments to the
fund statements. Explanations for the recanciling items are provided as part of the financial statements.



Old Sixth Ward Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

OVERVIEW OF THE FINANCIAL STATEMENTS {Continued)
Statement of Net Position
The Statemnent of Net Position includes all assets and liabilities using the accrual basis of accounting.

The following table reflects condensed information (rounded to the nearest thousand} on the
Authority’s net position at June 30:

2021 2020
Assets;
Cash and cash equivalents £ 1,217,000 & 1,093,000
Investments 72,000 72,000
Grant receivable - 95,000
Tax increment receivables 1,381,000 770,000
Prepaid insurance 1,000 1,000
Total assets 2,671,000 2,026,000
Liakilities:
Accounts payable 158,000 166,000
Interast payable 27,000 29,000
Loan payable - due within one year 165,000 160,000
Loan payable - due in more than one year 1,302,000 1,467,000
Total liabilities 1,652,000 1,822,000
Net position - unrestricted S 1,013,000 S 204,000

The Authority’s cash is beld in demand deposits and maney market accounts. in fiscal years 2021 and
2020, excess funds were adequately collateralized. Texas CLASS, a local government investment pool,
is used to invest available cash not needed for operations.

Grant receivable at june 30, 2020, represents amount owed by the City totaling 590,000 for Dow
Elementary Park Improvements under an executed Interlocal Agreement. The balance was fully
collected in August 2020. '

Tax increments are based on calendar year taxes which are then received the next fiscal year, The
Authority received tax increments outstanding at June 30, 2021 in July 2021. The Authority received
tax increments outstanding at June 30, 2020 in July and August 2020,



Old 5ixth Ward Redevelopment Authority
Management’s Discussion and Analysis {(Unaudited)

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Accounts payable at June 30, 2021 and 2020, include amounts owed to vendors totaling
approximately $15,000 and $12,000 for capital projects and consulting services, respectively. Accounts
payabie at June 3Q, 2021 and 2020, also includes amounts owed related to municipal service costs of
approximately $143,000.

Statement of Activities

The Statement of Activities presents the operating results of the Authority. The following table
reflects condensed information {rounded to the nearast thousand} on the Authority's operations for
the years ended June 30:

2021 2020
Revenues:
Tax increments $ 1,381,000 & 770,000
Grant proceeds 12,000 90,000
Investment income 3,000 25,000
Total revenues 1,396,000 885,000
Expenditures:
Current 301,000 304,000
Capital outlay 193,000 1,019,000
interest 87,000 95,000
Total expendituras 581,000 1,418,000
Change in net position 815,000 {533,000}
Net position, beginning of year 204,000 737,000
Net position, end of year 5 1,019,000 S 204,000

Tax Increments

The City and HI5D have agreed, subject to certain limitations, to deposit to the Tax Increment Fund
established for the Authority, a certain percentage of tax collections arising from their respectiva
taxation of the increase, if any, in the appraised value of real property located in the Zone since a
designated base year. The basa year for the Zone is 2000. The City remits tax increments coflected by
the City and HISD on an annual basis.



Old Sixth Ward Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

OVERVIEW OF THE FINANCIAL STATEMENTS {Continued)

During fiscal year 2020, the City reviewed its tax increment revenug calculations for tax years 2014
through 2017 and identified an overpayment of $755,826. The City's previous methodology for its
calculations did not properly prorate properties that are not 100% within the TIRZ boundaries.
Accordingly, the City processed a one-time adjustment to apply the overpayment against the tax
increment deposit for tax year 2019 (fiscal year 2020). There were no similar adjustments for fiscal
year 2021.

Grant Proceeds

In 2021, the Authority was granted $12,500 in grant proceeds under Interlocal Agreement for mohbility
stucdy funding. In 2020, the Authority was granted 590,000 under Interlocal Agreements with the City
for the Authority's Dow Elementary Park project.

Capital Outfay

The Authority’s capital projects consisted of the following during the years ended June 30:

2021 2020

Streetscape - Sidewalks, Curbs and Related Issues $§ 163,000 S 2,000
Hemphill Road 20,000 27,000
Dow School Park 5,000 901,000
Traffic Sign Replacement - 76,000
Sustainable Streetscapes - 6,000
Historic Sabine Street - 5,000
Sawvyer Street Reconstruction - 2,000

Total $ 193,000 $ 1,019,000

Governmental Fund

At June 30, 2021, the Authority’s General Fund balance was approximately 52,512,000 representing
an approximate $653,000 increase fram the prior year. The majority of the Authority's fund balances
are currently committed or assighed to debt service {$246,000) and capital projects {$1,890,000).



01d Sixth Ward Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

CAPITAL ASSETS AND DEBT ADMINISTRATION
Copital Assets
The Authority had no capital assets as of Juna 30, 2021 or 2020.
Daht

During fiscal year 2010, the Authority received a $3.05 million loan from the City to finance certain
capital projects. Under the Igan agreement, annual principal and semi-annual interest payments were
due beginning in March 2010, The note is secured by tax increments. During the 2021 and 2020 fiscal
years the Authority paid 586,536 and 594,969 of interest payments related to the loan, respectively
and principal payments of $160,000 and $150,000, respectively, under this loan agreement. More
detailed information about the Authority’s debt is presented in the notes to the basic financial
statements.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Board of Directors adopts an annual budget for the General Fund. The Authority's annuai budget
was not amended during the year. Actual tax increments received by the Authority will be less than
budgeted each year because the Authority’s adopted budget is based an gross tax incraments to be
remitted to the Gld Sixth Ward TIRZ. The Authority anly receives, and records, amounts available for the
Authority’s operations. Tax increments used for educational facilities, affordable housing and City
administrative fees are withheld by the City and paid directly to the City or paid back to HISB.

FUTURE PROIJECTS
The Authority is pursuing the following projects within the Old Sixth Ward Zone:

* Improvements 12 Washington Avenue and Silver Street Intersection and the Memorial Way and
Silver Street Intersection to improve safaty and mobility within the Zone.

»  Multimodal improvements on Sawyer between Washington and Buffalo Bayou Park.

»  Multimodal improvements on Edwards hetween Sawyer and Silver,

+ Rehabilitation or reconstruction of various streets within the zane,

= NMultimodal improvements on various streets within the zone.

Heik kg

This financial report s designed to provide a general overview of the Old Sixth Ward Redevelopment
Authority's finances for all thosa with an interest in the government’s finances and to show the Authority’s
accountability for the money it receives. Questions concerning any of the infarmation provided in this
report or requests for additienal Information should be addressed to the City of Houston, 611 Walker, 10%
Floor, Houston, TX 77002,



Old Sixth Ward Redevelopment Authority
Governmental Fund Balance Sheet and Statement of Net Position

Statement of

June 30, 2021 {General Fund  Adjustments  Net Position
Assets
Cash and cash equivalents 1,217,281 - 1,217,281
[Investronents 71,925 - 71,825
Tax increment receivahles 1,380,737 - 1,380,737
Prepaid insurance 1,186 1,186
Total assets 2,669,943 & 1,186 2,671,129
Liabilities
Accounts payable 157,852 % - 157,852
Interest payable - 26,890 26,890
Loan payable - due in one year - 165,000 165,000
Loan payable - due in more than one year - 1,301,715 1,301,715
Total liakilities 157,852 1,493,605 1,651,457

Fund balance
Committed 156,418 {155,418} -
Assigned 2,221,919 {2,221,919) -
Unassigned 134,754 {134,754} -

Total fund halance 2,512,091 {2,377,337)
Total liabilities and fund bafance 2,669,943 - -
Net position - unrestricted 1,019,672 5 1,019,672
Total fund balance of governmental fund S 2,512,091
Amounts reported for governmental activities in the statement of

net position are different because:

Prepaid insurance is expensed when incurred and therefore not reported

it the fund 1,186

Loan payable and interest payable are not due and payatle in the current

periad and therefore not reperted in the general fund {1,493,605}

Met position of governmental activities 5 1,019,672

The orcompanying notes are an integral part of these financiaf statements.
-8-



Old Sixth Ward Redevelopment Authority
Governmental Fund Revenues, Expenditures and
Change in Fund Balance and Staterment of Activities

Statement of

For the year ended June 30, 2021 General Fund  Adjustments Activities
Revenues
Tax increments 5 1,380,737 S - § 1,380,737
Investment income 3,300 - 3,300
Grant proceeds 12,500 - 12,500
Total revenues 1,396,537 - 1,396,537
Expenditures
Current:
Professional services 60,379 - 60,37%
Administrative services 89,165 - 89,1565
Municipal services agreement 142,891 - 142,891
Other 9,568 {43} 9,525
Capital cutlay 192,587 - 192,587
Debt service:
Principal payment 160,000 (160,000 -
Interest expense 89,469 (2,933) 86,536
Total expenditures 744,059 {162,976} 581,083
Excess of revenues over expenditures 652,478 {652,478)
Change in net position 815,454 815,454
Fund halance/net position (deficit):
Beginning of year 1,859,613 {1,655,395} 204,218
End of year $ 2,512,091 § (1,492,419} § 1,019,672
MNet change in fund balance of governmental fund 5 652,478

amounts reported for governmental activities in the statement of activities
are different because:
Repayment of loan principal is an expenditure in the governmental fund, but the
repayment reduces loan payable in the statement of net position 160,000
Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in the governmental fund 2,976

Change in net pasition of governmental activitias 5 815,454

The accompanying notes are an integral part of these finoncial statements.
S



Old Sixth Ward Redevelopment Authority
Notes to Basic Financial Statements

Note 1; DESCRIPTION OF ORGANIZATION

Old Sixth Ward Redevelepment Autharity {the Authority]l is a not-for-profit ogal government
corporation, incorporated on Movember 7, 2002 under the laws of the State of Texas, and operating
under Chapter 431, Texas Transportation Cade. On August 16, 2000, the City of Houston (the City)
adopted Resolution No. 2000-40, which authorized the Authority to aid, assist and act on behalf of the
City, in the perfarmance of the City's governmental and proprietary functions with raspect to the
common geod and peneral welfare of Reinvestment Zone Number Thirteen, City of Houston, Texas (Old
Sixth Ward TIRZ or Zone).

Reinvestment Zone Number Thirteen

Oid Sixth Ward TIRZ was created on December 22, 1998, under Chapter 311, Texas Tax Code, by City
Crdinance Mo. 98-1256, as a tax increment reinvestment zone (TIRZ). The TIRZ is created for the
purpose of revitalizing and advancing the improvement of the Old Sixth Ward area. The TIRZ will
provide a source of funding through the tax increments generated by redevelopment of the Old Sixth
Ward area.

Mote 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

As required by accounting principles generally accepted in the Unitad States of America, these basic
financial staterments represent all the funds of the Old Sixth Ward Redevelopment Authority. The
Authority s a component unit of the City of Houston, Texas. Compenent units are legally separate
entities for which the primary government is financially accountable. The City appoints voting Board
Members and approves the Authority’s budget. There are no separate legal entities that are a part of
the Authority's reporting entity. In evaluating the Authority as a reporting entity, management has
considered all potential component units in accordance with Section 2100: Defining the Financial
Reporting Entity of the Governmental Accounting Standards Board (GASB) Codification.

Measurement Focus ond Basis of Accounting

Government-Wide Financial Stafements

The statement of net position and the statement of activities display information about the reporting
government as a whole. These statements are prepared on the “economic rescurces” measurement
focus and the accrual basis of accounting. Accardingly, all of the Authority's assets, deferred outflows of
resources, liabilities, and deferred inflows of resources are included in the accompanying Statement of
Met Position. The Statement of Activities presents changes in net position. Under the accrual basis of
accounting, revenuss are recognized when garned and expenses are recorded when the fHability is
incurred, regardless of the timing of the related cash flow. Annual assessments are recognized as
revenues in the year for which they are levied. Expenses are recorded when liabilities are incurred.

-10 -



Old Sixth Ward Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-wide statements distinguish between governmental-type and business-type activities,
Governmental activities are those financed through taxes, intergovernmental revenues, and other non-
exchange revenues and are usually reported in governmenta! and internal service funds. Business-type
activities are financed in whole or in part through fees charged for goods or services to the general
public and are usually reported in proprietary funds. The Authority does not have any business-type
activities.

Fiduciary funds and fiduciary component units have not been included in the government-wide financial
statements. :

Fund Financial Statements

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds are accounted for using a current financial resources measurement focus
and have been prepared using the modified accrual basis of accounting. Under the modified accrual
hasis of accounting, revenues are recognized when susceptible to accrual {i.e., when they are
“measurable and availabie”}). “Measurable” means the amount of the transaction can be determined
and “available” means collectible within the current period or soon enough thereafter to pay liabilities
of the current period. The Authority considers all revenue available if it 1s collected within 60 days after
the year-end. Expenditures are recarded when the related fund liahility is incurred as under accrual
accounting. The only fund of the Authority is the General Fund.

Fund Accounting

The Authority uses funds to report on its financial position and the results of its operations. Fund
acceunting is designed to demonstrate legal compliance and te aid financial management by segregating
transactions relating to certain government functions ar activities. A fund is a separate entity with a
self-balancing set of accounts. The fund the Authority uses, the general fund, is the general cperating
fund of the Authority, It accounts for all activities except those required to be accounted for in other
funds.

Fund Balance Classification

The governmental fund financial statements present fund balances based on classifications that
comprise a hierarchy that is based primarily on the axtent to which thae Authority is bound to honor
constraints on the specific purposes for which amgounts in the respective governmental funds can be
spent, The provisions of GASB Statement No. 54, Fund Balance Reporting and Govarnment Fund Type
Dafinitions, specifies the following classifications:

Nonspendabie — amounts that cannot be spent either because they are in nonspendahble form or

because they are legally or contractually required to be maintained intact. The Authority did not have
any nonspendable rescurces as of June 30, 2021.

-11 -



Old Sixth ward Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued}

Restricted — amounts for which constraints have been placed on the use of the resources either (a)
externally imposed by creditors (such as through a debt covenant), grantors, contributors, or laws or
regutations of other governments, or (b} imposed by law through constitutional provisions or enabling
iegislation. The Authority did not have any restricted resources as of June 30, 2021.

Committed — amounts that can be usad only for specific purposes pursuant to constraints imposed by
formal action of the Authority's Board of Directors. These amounts cannot be used for any other
purpase unlass the Board of Directors removes or changes the specified use by taking the same type
of action {resolution) that was employed when the funds were initially committed. This classification
also includes contractual chligations to the extent that existing resources have been specifically
committed for use in satisfying those contractual reguirements.

Asgigned — amounts that are constrained by the Authority's intent to be used for a specific purpose
but are neither restricted nor committed. This intent can be expressed by the Board of Directors or
through the Board of Directors delegating this responsibility to the Authority’s Board Chair through
the budgetary process.

Unassigned — residual fund balance for the General Fund.

The Authority would typically use restricted fund halances first, followed by cormmitted resources, and
then assigned resources, as appropriate opportunities arise, hut reserves the right to selectively spend
unassigned resources first to defer the use of these other ciassified funds.

Cosh, Cash Equivalents and Investments

Cash, cash equivalents and investments consist of demand and time depeosits and funds maintained in a
public funds investment pool.

Investments of the Authority consist of Texas Cooperative Liguid Assats Securities System {Texas CLASS),
a local government investment pool created to meet the cash management and short-term investrent
needs of Texas governmental entitias. Portfolio assets aim to comply with the Public Funds Investment
Act, Texras Government Code (PFIA). Texas CLASS is administered by Public Trust Advisors, LLT and Wells
Fargo Bank serves as the Custodian,

Tax Increments
The City and the Houstan Independent School District (HISD) {each a Participant] has agreed to deposit
to the Tax Increment Fund established for the Old Sixth Ward TIRZ ({the Tax Increment Fund) a certain

percentage of tax collections arising from their taxation of the increase, if any, in the appraised value of
real property located in the Old Sixth Ward TIRZ since January 1, 2000 {the Tax Incraments).

- 12 -



Old Sixth Ward Redevelopment Authority
MNotes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Each Participant is required to collect taxes on real property located within the ©ld Sixth Ward TIRZ in
the same manner as other taxes are collected by the Participant. The Participant 1s then required to pay
infe the Tax Increment Fund the Tax Increments, as agreed upon in accordance with such Participant’s
agreement with the City and the Old Sixth Ward TIRZ {collectively, the Participation Agreements) by not
tater than the 90' day after the delinguency date for the Participant's property taxes. Thus, Tax
Increments are due to be deposited in the Tax Increment Fund on May 1. The Tax Increment Financing
Act under which the Qld Sixth Ward TIRZ presently operates requires that for a petition created TIRZ,
such as Old Sixth Ward TIRZ, one-third of the Tax Increments from each Participant be dedicated to
providing affordable housing during the term of the Qld Sixth Ward TIRZ, The City has agreed to pay
100% of their Tax Increments to the Tax Increment Fund beginning January 1, 1999

HISD has agreed to pay 100% of the coliected Tax Increments based on its then current tax rate per $100
valuation of the Captured Appraised Value heginning January 1, 2000. As with the City, one-third of the
HISD Tax Increments will apply to affordable housing, Of the remaining two-thirds of the HISD Tax
Increment, $0.32 per 5100 valuation will be applied to payment of non-educational facilitizs with the
remaining amount paid to HISD for educational facilities. Under the provisions of the HISD interlocal
agreement, taxes collected by HISD in any year on actual Captured Appraised Value that exceeds the
estimatae of Captured Appraised Value for that year shown in the Project Plan approved before
September 1, 1999, shail be retained by HISD.

The Authority is dependent upon the Tax Increments. Default by any of the governmental entities
involved in the Zone would impact the Authority's ability to repay its outstanding note and other
obligations.

Debt

All debt to be repaid from governmental resources is reported as a tiability in the government-wide
statements. Dabt consists of 2 loan payable.

Cebt for the governmental funds is not reported as a liability in the fund financial statements. The dei
proceeds are reported as other financing sources and the payment of principal and interest is reported
as expendituras,

-13 -



Old Sixth Ward Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
Foderal Income Tax

The Authority is exempt from Federal income taxes under section 509{aj as an organization described in
Section 501(c)3 of the Internal Revenue Code. Furthermore, the Internal Revenue Service has ruled that
the Authority is a publicly-supported organization and is not a private foundation. Under the provisions
of Internal Revenue Procedure 95-48, the Authority is not reguired to file public information returns on
Farm 220).

Lise of Estimotes

The preparation of the Authority's basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires the Authority’s management to make
estimates and assumptions that affect the amounts of assets and liabilities and disclosure of contingent
assets and lizbilities at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those estimates.

Financial instruments

The Authority’s financial statements {primarily cash and cash equivalents, investments, receivables,
payables and debt) are carried in the accompanying baslc financial statements at amounts which
reasonably approximate fair value.

Future Accounting Pronouncements

In June 2017, the GASB issued Statement No. 87, Leases. The chjective of this Statement is to better
meet the information needs of financial statement users by improving accounting and financial
reporting for leases by governments. This Statement increases the usefulness of governments’ financial
statements by requiring recognition of certain fease assets and liabilities for leases that previously were
classified as operating leases and recognized as inflows of resources or outflows of resources hased on
the payment provisions of the contract. it establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. Under this
Statement, a lessee is required to recognize a lease liability and an intangible right-to-use lease asset,
and a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby
enhancing the relevance and consistency of information about governments’ leasing activities. This
statement is effective for fiscal years beginning after June 15, 2021. Management is currently evaluating
the requirements of this statement and the impact on reporting.

S14-



Old Sixth Ward Redevelopment Authority
Motes to Basic Financial Statements

Note 3: AUTHORIZED INVESTMENTS

The Board of Directors has adopted a written investment policy regarding the investments of its funds as
defined in the Public Funds Investment Act of 1997 {Chapter 2256, Texas Government Code}. Such
investments include (1) obligations of the United States or its agencies; (2] direct cbligations of the State
of Texas or its agencies; (3} other obligations, the principal and interest of which are unconditionally
guarantead or insured by or backed by the full faith and credit of the State of Texas or the United States
or their respactive agencies; (4) certificates of deposit; and (5) various other items that comply with the
Public Funds Investment Act.

Mote 4: DEPOSITS AND INVESTMENTS

Custodial credit risk for deposits with financial institutfons is the risk that in the event of a bank failure,
the Authority's deposits may not be returned to it. As of June 30, 2021, the carrying amount and bank
balances of the Authority’s deposits totaled 51,217,281, The Authority’s deposits in excess of Federal
Deposit Insurance Corporation (FDIC) totaling $967,549 were adequately collateralized.

Investments include deposits of 571,925, which the Authority has chosen ta invest in the Texas CLASS.
Texas CLASS is specifically tailored to meet Texas state and local government investment objectivas of
preservation of principal, daily fiquidity and competitive yield. The program seeks to maintain a constant
dollar objective and fulfills all requirements of the Texas Public Funds Investment Act for local
government investment pools.

Credit risk is the possibility that the issuer of a security will fail to make timely payments of interest or
principal. To minimize credit risk, Texas CLASS investment policy restricts investments of the pertfolio
into designated investments only. Market risk is the potential for a decline in market value generally due
ta, but not limited exclusively to, rising interest rates.

The Authority’s investment in Texas CLASS Is rated AAAmM by Standard and Poor's and maintains a
weighted average maturity of 60 days or lass. The tuthority considers the investments in Texas CLASS to
have maturities of less than one year due to the fact the share position can unusually be redeemed each
day at the discretion of the Authority, unless there has been a sighificant change in value.

tnvestments are reported at fair value in accordance with GASB Statements No. 79 and Statement No.
31, and therefore is not required to be categorized within the fair value hierarchy for purposes of GASBE
Statement No. 72. There is no difference beitween the fair value of the Authority's position in
TexasCLASS and the amortized costs of the poof shares at tune 30, 2021,
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Old Sixth Ward Redevelopment Authority
Notes to Basic Financial Statements

Note 5: LOAN PAYABLE

A summary of changes in the Authority's loan payable follows:

Balance at July 1, 2020 5 1,626,715
Additions -
Retirements {160,000}

Balance at June 30, 2021 5 1466715

Cutrent portion due s 165,000

In September 2009, the Authority entered into a $3.05 million loan agreement [direct horrowing) with
the City to fund certain capital projects. The loan bears interast at a rate of 5.5%. Annual principal and
semi-annual interest payments are due beginning March 1, 2010. The note matures on March 1, 2029,
The note is secured by the Authority’s City Tax Increments. Future debt payments are as follows:

Principal Interest Total
2022 5 165,000 & 80,669 S 245,609
2023 170,000 71,594 241,594
2024 180,000 62,244 242,244
2025 190,000 52,344 242 344
2026 205,000 41,894 246,894
2027-2029 566,715 39,698 596,413
Total S 1466715 ¢ 348443 & 1,815,158

Mote 6: FUND BALANCES - GOVERNMENTAL FUND

As of June 30, 2021, fund balances of the general fund are classified as follows:

Committed {o;

Roadway and sidewalk improvements 5 5,088

Public utilities 138,017

Qther commitments 12,313
Assigned to:

Debt service 245,669

Roadway and sidewalk improvements 1,735.000

Fiscal year 2022 administrative budget 241,250
Unassigned 134,754
Taotal fund balances § 2,512,091
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Old Sixth Ward Redevelopment Authority
Notes to Basic Financial Statements

Note 7: TAX INCREMENT SUMMARY

The Authority’s tax increment revenues, net of transfers, were received from the following participants:

Gross
For the vear ended June 30, 2021 Increment Transfers Met Increment
City of Houston 5 2,106,000 5 {807,300) & 1,298,700
Houston Independent School District 383,850 {301,813) 22,037
Total tax increments 5 2,489,850 5 (1,109,113} S 1,380,737

Note 8: ENFORCEMENT AGREEMENT

In connection with the City's purchase of Dow School and transfer of the title of Dow School to
Multicultural Education and Counseling through the Arts (MECA), the City entered into a Declaration of
Canditions and Restrictions {Declaration) agreement with MECA restricting the use of the property for
community-based cultural and education purposes and requiring the historic character be maintained
and the facade preserved. Since purchase of the Dow 5chaol was a part of the Old Sixth Ward TIiRZ
project plan, the City, the Zone and the Authority entered into an Enfarcement Agreement (Agreement)
whereas the Authority will assist the City in its monitoring and enforcing the Declaration to ensure
compliance with the restrictions. The Authority will furnish a report to the City annually regarding
MECA's compliance with the Declaration no later than January 31, The Authority will also notify the City
of any other viclations ocourring throwghout the year.

Note 9: RISK MANAGEMENT

The Authaority is exposed to varieus risks of [oss related to torts, theft of, damage to, and destruction of
assets: errars and omissions: personal injuries: apd natural disasters. The risk of loss is coverad by
commercial insurance. There have been no significant reductions in insurance cowverage and no
settlements.

Note 10: COMMITIMENTS AND CONTINGENCIES

Construckion Contracts and Consultant Agreements

The Authority has entered intc agreements with various engineering and construction contractors
relating to capital projects. In addition, the Authority has entered into agreement with various
consultants to provide professional services. These contracts will be paid in future periads as work is

performed and services are provided. At June 30, 2021, the Authority had outstanding commitments
under these agreements totaling approximately $155,000.
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Old Sixth Ward Redevelopment Authority
Notes to Basic Financial Statements

Note 10: COMMITMENTS AND CONTINGENCIES {Continued)
Municipal Services Agreement

The Authority, the Zone, and the City entered into an agreement whereby the Authority will pay to the
City incremental costs of providing municipal services incurred as a result of the creation of the Zona
and the development of the land within the Zone. Payment of the incremental services costs is from the
City's tax increment and is limited to the tax increment received by the Authority and the amount
included in the Authority’s annual approved budget. !f the City increment is not sufficient in any year to
pay the amount included in the approved budget, the amount due will accrve. Accrued amounts will
rot bear interest. The agreement renews annually each June 30,

Lease Agreement

The Authority and the City entered intc a lease agreement in November 2011 for purposes of
constructing and maintaining a City park. The park will be open to the general public and primarily for
the use and enjeyment of the surrounding neighborhood. Upon completion of the park, the Authority
has certain obligations, as definad in the agreement, t¢ maintain the park during the term of the
agreement., The agreement is for an initial term of thirty {30} vears. After the initial term, the term of
the agreement continues for annual terms until either party terminates the agreement.

Note 11: UNCERTAINTIES

The continued spread of COVID-19 pandemic is affecting the United States economies. As a result,
uncertainties have arisen that may bave a significant negative impact an the operating activities and
results of the Authority. The occurrence and extant of such an impact will depend on future
developments, including (i} the duration and spread of the virus, {ii) government quarantine measures,
(i} voluntary and precautionary restrictions on travel or meetings, {iv) the effects on the financial
markets, and {v) the effects on the economy overall, all of which are uncertain.
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Old Sixth Ward Redevelopment Authority
Schedule of Revenues, Expenditures, and Change in
Fund Balance - Budget to Actual — General Fund (Unaudited)

Actual
Original and Amounts
Final Budgeted (Budgetary  Variance With
For the vear ended June 20, 2021 Amounts Basis) Final Budget
Budgetary fund halance - beginning of year S 1,685,068 $ 1,859,613 5 174,545
Resources
Tax increments 2,436,800 2,489,850 53,050
Grant proceeds 200,000 12,500 {187,500)
Othar 6,284 3,300 {2,984)
Total available respurces 4,378,152 4,365,263 37,111
Expenses
Management consulting services 232,750 155,112 {73,638}
Capital expenditures 2,510,000 192,587 (2,317,413)
Debt service 249,168 249,469 1
Other interfund transfers:
Municipal services 142,891 142,891 -
Affordable housing 212,267 829,950 17,683
HISD educational facilities 167,794 148,863 (18,931)
Administrative fees 125,589 130,300 4311
Total uses of resources 4,241,159 1,853,172 {2,387,987)
Budgetary fund balance - end of year 5 86,993 5 2,512,091 5 2425098

[Continued)
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Old Sixth Ward Redevelopment Authority
Schedule of Revenues, Expenditures, and Change in
Fund Balance — Budget 1o Actual = General Fund (Continued) {Unaudited)

Explanation of differences between budgetary inflows and autfiows
and GAAP revenues and expenses

Sources/inflows of resources:
Actual ameounts (budgetary basis)
Differences - Budget to GAAP;

The fund balance at the beginning of the year is a budgetary resource
but is not a current year revenue for financial reporting purposes
Budgeted revenues include HISD educational facilities transfers, city
administrative charges and the affordable housing transfer to the city,

while the Authority's fund reports revenues net of these transfers

$ 4,365,263

{1,859,613)

(1,109,113)

Total revenue as reported on the statement of revenues, expenditures, and
change in fund batance - governmental fund

5 1,396,537

Uses/outflows of resources:
Actual amounts (budgetary basis)
Differences - budget to GAAP
Budgeted expenditures include HISD educational facilities transfers, city
administrative charges and the affordable housing transfer to the city,
while the Authority's fund reports revenues net of these transfers

5 1,853,172

{1,109,113)

Total expenditures as reported on the statement of revenues, expenditures,
and change in fund balance - governmental fund

& 744,059
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Old Sixth Ward Redevelopment Authority
Schedule of Operating Expenses and Capital Expenditures

For the yeor ended fune 20, 2021

Ackual
Management cansulting scrvices W ridor Budget Expenditures Variance
Adminlstration and overhead:
Adminisatlve support Bracewel /SMW Prnciple Solutiens 5 100,000 5§ 85,165 5 10,835
Insurance 0178 2,250 1,240 1,010
Avcounting Tha Morton Accounting Services 15,000 16,771 {£.771)
Auditor - Nnancial Carr, Riggs & ingram, LLC 8,500 &,300 200
Bondfservices/trustee/finacial advisor Ecpuii-Tax 2,060 1,941 bt
Office expenses/bank fees Various 15,000 8,323 5,672
Towtal administration and overhead 142 T5Q 125,745 17,005
Legal - general matters Bracewell LLP 35000 18,920 16,071
Edminster, Hinshaw, Russ &
Engineering and pragram consultants Associates, Walter P Moore 35,000 14 438 20,562
Flanning consultant 20,200 - 20,000
Total program and project consultants O0,000 32,367 56,633
Total management consuiting services 40232750 % 159,112 % 73,538
Actus
Capital expenditures Vendor Budpet Expenditures Varlance
Historic District Monumentation {T-2301) £ 15000 & - 8 15,000
Sanitary Sewer RehabiliatationSubstiture (T-1304) SMW Princaple Solutions, Inc. 150,000 263 149 737
Historle Sabine Street (T-1307):
Construction 101040 - 10,000
Total Historic Sahine Street (T-1307) 10,000 - B0,000
Hemphill Road (T-1310):
Do Edminstar, Hinshaw, Russ &
eHgn Assaciates 0,000 16,250 13,750
Cansulting SMW Printiple Solutions 1,750,000 3,482 1,746,512
Total Hemphllil Road {T-1310) 1,780,004 19,738 1,760,262
Daw Schapl Park (T-1313):
Cresign and Consulting SMW Principle Solutions, Ing. - 786 {785}
Constructi Millts. Development B Construction
onstrachnn LLC 200,000 3 758 196,242
Total Dow Schogl Park [T-1313) 200,000 4,544 195,456
Streetseape - Sidewatks, Curbs and Related [ssues (T-1314).
Blapmn SMW Principle Soluthons/Traffic
anning Engineers Inc/Housten Rike Share 150,000 168,042 {18 042)
Total Streetscape - Sidewatks, Curbs and Related [ssues {T-1314) 150,000 168 (M2 (18,042}
Padestrian Crossing mprevements on Washington (T-1320) 180,000 - 130.000
Safe Sidewslk program {T-13949] 25,000 . 25,000
Total capital expenditures % 2,510,000 5 102,587 5 2,317.413
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Old Sixth Ward Redevelopment Authority
Schedule of Estimated Project Costs to Actual Costs
For the Period November 7, 2002 {Date of Incorporation) through June 30, 2021

Estimated Total

Total Costs  Expenditures Yariance

Infrastructure improvements

Public utilities 5 15400,000 S5 3,834,220 S 11,565,780

Roadway and sidewalk improvements 21,912,000 2,955,763 18,958,237

Total infrastructure improvements 37,312,000 6,789,583 30,522,017

Other project costs

Historic presarvation 6,000,000 1,013,867 4,986,123
Parks and recreational facilities 6,134,000 2,063,574 4,070,426
Mitigation and remediation 100,000 - 100,000
Affordable housing 11,765,306 7,911,496 3,853,810
Education related projects 4,854,691 2,520,259 2,334,432
Financing costs - 1,743,624 {(1,743,624)
Zone creation 50,000 - &0,000
Zone adrministration 1,339,973 1,568,683 {228,710

Total other costs 30,253,570 16,821,503 13,432,467

Project plan total

67,565,970 5 23,611,48s S 43,954,484
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