AGENDA
NOTICE OF MEETING May 18, 2020
Worksession at 3:00 pm and the regular meeting beginning at 4:30 p.m.
City of Canyon City Commission Regular Meeting will take place via Video Conference. Notice is Hereby Given
in Accordance with the Order of the Office of the Governor Issued March 16, 2020.
A Worksession and Regular Meeting of the Governing body of the City of Canyon will be Held at 3:00 p.m. on
the 18th day of May 2020, in the Commission Chambers of City Hall at 301 16th Street in the City of Canyon by
Video Conference (In Order to Advance the Public Health Goal of Limiting Face-to-Face Meetings Also Called
“Social Distancing” to Slow the Spread of the Coronavirus /COVID-19. There will be No Public Access to the
Location Described Above.
This meeting will be streamed by YouTube only, an interpreter will not be available. YouTube does provide
closed captioning on the recorded video, it is not provided real-time.
In order to advance the Public Health Goal of Limiting face-to-face meetings, also called “social distancing”, to
slow the spread of the Coronavirus / COVID-19, the City of Canyon Commission meetings will be broadcast on
YouTube with interaction through YouTube chat. The link to YouTube will also be posted on the City of
Canyon Facebook and website.
Those wishing to address the City Commission regarding Public Comment or a Public Hearing are asked to
complete the Speaker Registration card and submit it no later than 4:00 pm the day of the posted meeting. You
will be required to provide your phone number on the form. The Mayor will then indicate that those wishing to
address the City Commission be contacted by City Staff. At this time you will be called on the phone number
provide, and you will be put on “speaker” so you can communicate your thoughts. The Speaker Registration
Card has complete details on rules for Public Comment and Public Hearings.
The meeting will be recorded and the recording will be available to the public in accordance with the Open
Meetings Act upon written request.
3:00 pm a Worksession Will Be Conducted Covering the Following Topics:
• Canyon PFIA Policy
• Canyon Fund Balance Policy
• Canyon Fiscal Principles and Policies
• Debt Obligations and Bond Rating
4:30 pm – Regular Meeting of the Canyon City Commission Will be Called to Order.
1.

Call to Order.

2.

Invocation.

3.

Pledge of Allegiance.

4.

Approval of the Minutes of the Meeting of May 4, 2020.

5.

Public Comment – Comments from Interested Citizens

6.

Consider and Take Appropriate Action on Resolution No. 12-2020 Public Investment Act Policy.

City of Canyon

7.

Consider and Take Appropriate Action on Resolution No. 13-2020 Regarding City of Canyon Fund
Balance Policy.

8.

Consider and Take Appropriate Action on March 31, 2020 Finance Report by Finance Director Joel
Wright.

9.

Consider and Take Appropriate Action on March 31, 2020 Investment Report by Finance Director Joel
Wright.

10.

Consider and Take Appropriate Action on Resolution No. 11-2020, A Resolution of the City Commission
of the City of Canyon Ratifying and Extending the First Amended Declaration of Disaster by the Mayor
of the City of Canyon in Response to Statewide Epidemic of COVID-19 Consistent with Governor’s
Executive Order GA-18.

11.

Second of Three Required Readings of Ordinance No. 1125, First Amendment to Atmos Energy Franchise
Agreement.

12.

Second of Three Required Readings of Ordinance No. 1126, First Amendment to SPS Franchise
Agreement.

13.

Executive Session Pursuant to §551.071 Consultation with Attorney; and §551.072 Real Property.

14.

Consider and Take Appropriate Action on Items Discussed in Executive Session.

15.

Adjourn.

Joe Price

Joe Price, City Manager
I certify that the above Notice of Meeting was posted on the bulletin board of the Civic Complex of the City of
Canyon, Texas on the 15th day of May 2020.

Gretchen Mercer, City Clerk

City of Canyon

WORK SESSION ITEMS

AGENDA

To:

Honorable Mayor and City Commission

From:

Joe Price, City Manager and Joel Wright, Director of Finance

Date:

May 18, 2020

Re:

Work Session Items

The attached items will be used in our discussion about the proposed new Comprehensive Fund
Balance and Reserve Policy, amendment of the Canyon PFIA Policy and a discussion on the
City of Canyon Debt Service Payments, along with the report on the recent Bond Rating Report.

ATTACHMENTS
1)
2)
3)
4)
5)
6)
7)
8)
9)

Draft Canyon Fiscal Principles and Policies
Proposed Comprehensive Fund Balance Policy (also in the agenda packet)
GFOA Fund Balance Guidelines for the General Fund
GASB Fact Sheet about Fund Balance Reporting and Governmental Fund Type
Definitions
Proposed Canyon PFIA Policy
Canyon PFIA Policy (Tracked Changes)
City of Canyon Annual Debt Service Payment Schedule
City of Canyon Discussion Topics for S&P Rating Report (prepared before the report
in 2019)
Official City of Canyon S&P Bond Rating Report (August 9, 2019)

City of Canyon

1
Draft
Canyon Fiscal
Principles and Policies

FISCAL PRINCIPLES & POLICIES
Policy Purpose
The City of Canyon has an important responsibility to its citizens to carefully account for public
funds, to manage municipal finances wisely, to plan for the adequate funding of services desired
by the public and to prepare for the future.
The overriding goal of the Fiscal Principles & Policies is to enable the City to maintain a longterm stable and positive financial condition. The priorities of the City’s fiscal management include
integrity, prudent stewardship, planning, accountability, and full disclosure.
The purpose of the Fiscal Policies is to provide guidelines for the Director of Finance in planning
and directing the City’s day to day financial affairs and in developing recommendations to the City
Manager and City Commission. The scope of the policies spans accounting, auditing, financial
reporting, internal controls, operating and capital budgeting, revenue management, cash
management, expenditure control, and debt management.
Review of Policies – These policies will be reviewed administratively by the Finance Director
and City Manager and will be presented annually to the City Commission for approval of any
significant changes.
Accounting and Financial Reporting
Accounting – The Fiscal Administrator is the City’s Director of Finance and is responsible for
establishing and maintaining the chart of accounts and for properly recording financial
transactions.
Accounts Receivable – These asset accounts reflect amounts owed to the City of Canyon from
citizens, companies, or other governmental entities. All delinquent accounts will be pursued.
 Delinquent active utility accounts: Services will be discontinued in accordance with the
disconnect policy as defined in the Code of Ordinances until payment is received. In rare
instances payment plans can be granted.


Delinquent inactive utility accounts: Information on customers will be submitted to Texas
Revenue Recovery Association for collections on qualifying accounts.



Any applicant for utility services must pay delinquent charges on previous accounts before
services will be connected. In rare instances payment plans can be granted.



Miscellaneous charges (street paving, property lease, etc), if not added to the utility
account, will be billed on a monthly basis.



Returned checks will be collected immediately without any grace period. If the returned
check is for a utility account and the customer does not resolve the issue immediately, the
utility services will be disconnected until the check amount and service charge have been
paid by cash or money order. Any unpaid returned checks will be turned over to the County
Attorney for collection.



Delinquent court charges will be pursued by the issuance of warrants and/or by collection
through a collection agency.



The City of Canyon will review delinquent accounts and write off accounts deemed
uncollectible after 3 years on an annual basis.

Internal Auditing
An internal audit program will be established and maintained by the Director of Finance to
ensure compliance with City policies and procedures and to minimize the potential for fraud.
This program will randomly select various employees, transactions or inventory to review.
Activities to be audited include, but are not limited to, City credit card accounts, daily cash
receipts, time sheet entry, travel expenses and transfers of funds or goods. All discrepancies
will be identified, and the employee’s Department Head will be notified. The City Manager
will also be notified depending on the significance of the infraction. The City Manager may
perform any of the internal auditing functions at his/her discretion.
External Financial Reporting
The City will continue working to develop its accounting system in order to prepare and
publish a comprehensive annual financial report (CAFR). The CAFR will be prepared in
accordance with generally accepted accounting principles. The CAFR will be published and
presented to the City Commission within 120 days after the end of the fiscal year. In case of
a delay in reporting, the Director of Finance will inform the City Manager, and the City
Manager will inform the City Commission of the delay and the reasons therefore.
Internal Financial Reporting
The Finance Department will prepare internal financial reports sufficient for management to
plan, monitor, and control the City’s financial affairs. Statements of Revenues and
Expenditures, Actual and Budget, will be provided to Department Heads on a monthly basis
to aid them in monitoring compliance with budgetary restraints. The City Manager and City
Commission will be provided with monthly financial statements including Balance Sheet and
Statement of Revenues and Expenditures for each major fund, Schedule of Cash Position and
Required Reserve, and Schedule of Secured Deposits as of the previous calendar month-end
for approval at the first regular City Commission meeting following the end of the month.

External Auditing
 The City of Canyon will engage an outside independent accounting firm (auditors) to
perform an audit of the City’s financial statements annually. The auditors must be a
Certified Public Accounting firm of national accreditation and reputation, must specialize
in audits of local governmental entities and must demonstrate that they have experienced
staff available to conduct the City’s audit in accordance with generally accepted auditing
standards and contractual requirements. The auditor’s report on the City’s financial
statements will be completed within 120 days of the City’s fiscal year end, and the
auditor’s management letter will be presented to the City staff accordingly. An interim
management letter will be issued prior to this date if any materially significant internal
control weaknesses are discovered.


The Auditors are accountable to the City Commission and will have access to direct
communication with the City Commission if the City staff is unresponsive to auditor
recommendations or if the auditors consider such communication necessary to fulfill their
legal and professional responsibilities.



Auditor Rotation – The City of Canyon will not require auditor rotation.

Internal Control
Objective – To provide management with reasonable assurance that assets are safeguarded against
loss from unauthorized use or dispositions, and recorded with material accuracy. It is the intent of
the City of Canyon to maintain an environment conducive to good internal control at all times.
Written Procedures – The Director of Finance is responsible for developing Citywide guidelines
on accounting, cash handling, and other financial matters, in written form whenever feasible. The
Finance Department will assist Department Managers as needed in tailoring these guidelines into
detailed written procedures to fit each department’s specific requirements.
Department Managers’ Responsibility – Each Department Manager is responsible to ensure that
good internal control is maintained throughout the department, that all Finance Department
guidelines on accounting and internal control are implemented, and that any recommendations
made by the City’s external independent auditor related to internal control within the department
are addressed and corrected appropriately.
Separation of Duties and Transaction Verification – In handling any kind of assets, separation of
duties will provide verification of transactions by more than one person, indicated by the signature
or initials of each individual.
Safeguarding of Cash – During regular business hours any cash or cash equivalent is to be receipted
into the accounting system immediately and without delay and related documentation stored in the
designated places. In rare exceptions, receipts may be stored in the vault for further processing.
Receipts from drop boxes or off-site locations will be processed within the same day they are
received at City Hall. During hours City Hall is closed any cash or cash equivalents are to be stored
in the vault and the vault is to be locked.

Operating Budget
Preparation - The City’s “operating budget” is the City’s annual financial operating plan. It
comprises governmental and enterprise funds, including the Debt Service Fund. The budget is
prepared by the City Manager, or an appointee, with the cooperation of all City Departments.
Planning - The budget process will be coordinated so as to identify major policy issues for City
Commission consideration several months prior to the budget approval date so that proper decision
analysis can be made.
Balanced Budget – The operating budget will be balanced with current revenues and resources
greater than or equal to current expenditures/expenses.
Adoption Process – Pursuant to City Code of Ordinances Article VIII, Sections 8.01 through 8.04,
a proposed budget will be presented by the City Manager to the City Commission. Upon approval
by the City Commission, the budget shall be filed with the City Clerk and be made available to the
public. The City Manager and the City Commission shall comply with all aspects of state law and
shall coordinate its consideration and adoption of the budget in a manner that allows full
compliance with the provisions of the Tax Code and state regulations established for the setting of
ad valorem tax rates based upon the adopted budget and known popularly as Truth in Taxation,
including all required notices, hearings and meeting of deadlines.
Amendment Process - Amendments may be made by ordinance as necessary.
Capital Outlay and Improvements
Preparation – The City’s Capital Outlay items will be included in each Department’s budget
together with the operating budget. The fiscal impact of capital improvements on the operating
budget will be integrated and monitored.
Facilities – Facilities are Capital Improvements and include any structures on properties owned by
the City, the land upon which the facility is situated for the provision of City services, and the
initial furniture, fixtures, equipment and apparatus necessary to put the facility into service.
Facilities include, but are not limited to the following: administrative offices, parks, service
buildings, storage yards, recreation areas, fire stations, and water and sewer related structures.
Infrastructure – Infrastructure includes permanently installed structures, which are placed
underground, at grade or above grade, and which form the basis for the provision of City services.
Included are streets and alley ways, water and sewer lines with related equipment, drainage
channels, and storm sewers. Department Heads are responsible for compiling a maintenance
schedule for infrastructure assets and for making requests for budget appropriations for such
maintenance.

Machinery, Equipment and other Assets – This category includes fixed or moveable tangible assets
that are used for operations of the City and will benefit the City for more than three years,
including, but are not limited to, rolling stock and tools. They will be replaced on a rotation
schedule according to the estimated life of the asset. Department Heads are responsible for
maintaining the rotation schedule and making requests for budget appropriations in the capital
outlay category.
Control – All capital expenditures must be appropriated in the budget, either for one-time purchase
expenditure, or by funding through the appropriate internal service funds. The availability of
resources for such appropriations must be verified before a capital expenditure contract is
executed. The City has implemented the use of internal service funds, Capital Equipment Fund
and Capital Improvement Project Funds, to provide for the planning, funding and accounting for
the City’s capital assets.
Alternate Resources – Where applicable, assessments, impact fees, pro-rata charges, or other userbased fees should be used to fund capital projects which have a primary benefit to specified
property owners. State and Federal grant opportunities will be explored when available. Large
projects to improve infrastructure can be funded by debt when no other funding opportunities are
available.
Debt Financing – Recognizing that debt is usually a more expensive financing method, alternative
financing sources will be explored before debt is issued. When debt is issued, it will be used to
acquired major assets with expected lives equal or greater than the average life of the debt issue.
The exceptions to this requirement are the traditional costs of marketing and issuing debt,
capitalized labor for design and construction of capital projects, and small component parts which
are attached to major equipment purchases.
Infrastructure Maintenance – The City recognizes that deferred infrastructure maintenance (street,
water and sewer lines, etc) increases future capital costs multi-mold. Therefore, a portion of the
General and Water/Sewer Fund budget will be set aside each year to maintain the quality of streets
and water/sewer lines and equipment. The amount will be established annually so that repairs will
be made according to the established rotation schedule.
Reporting – Periodic financial reports will be prepared to enable the Department Managers to
manage their capital budgets and to enable the Finance Department to monitor and control the
capital budget as authorized by the City Manager.
Revenue Management
Simplicity – The City will strive to keep the revenue system simple, which will result in a decrease
of compliance costs for the taxpayer or service recipient and a corresponding decrease in avoidance
to pay. The City will avoid nuisance taxes, fees, or charges as revenue sources.

Certainty – An understanding of the revenue source increases the reliability of the revenue system.
The City will try to understand its revenue sources, and enact consistent collection policies so that
assurance can be provided that the revenue base will materialize according to plans and budgets.
Equity – The City will seek to minimize forms of subsidization between entities, funds, services,
utilities, and customers. However, it is recognized that public policy decisions may lead to
subsidies in certain circumstances.
Administration – The benefits of a revenue will exceed the cost of producing the revenue. The cost
of collection will be reviewed periodically for cost effectiveness as a part of the indirect cost by
cost of services analysis. Where appropriate, the City will use Revenue Recovery Associations or
collection agencies in order to reduce administrative costs of collection and write-offs.
Revenue Adequacy – The City will require that there be a balance in the revenue system. The
revenue base will have the characteristics of fairness and neutrality as it applies to cost of services,
willingness to pay, and ability to pay.
Cost/Benefit of Abatement – The City will use due caution in the analysis of any tax, fee, or water
and wastewater incentives that are used to encourage development. Ideally, a cost/benefit (fiscal
impact) analysis will be performed as a part of such review.
Diversification and Stability – In order to protect the government from fluctuations in a revenue
source due to change in state law, fluctuations in the economy, and variations in weather (in the
case of water and wastewater), a diversified revenue system will be maintained which will
contribute to stability of income.
Nonrecurring Revenues – One-time revenues will not be used for ongoing operations.
Nonrecurring revenues will be used only for nonrecurring expenditures, unless specified by the
entity providing the nonrecurring funds. Care will be taken not to use these revenues for budget
balancing purposes.
Property Tax Revenues –
1. Process. Property shall be assessed at 100% of the fair market value as appraised by the
Potter Randall Appraisal Districts. Reappraisal and reassessment shall be done regularly
as required by State Law. The City has contracted with Randall County Tax AssessorCollector for the collection of property taxes. A 96% collection rate will serve as a goal
for tax collections, with a delinquency rate of 4% or less. All delinquent taxes will be
aggressively pursued through collection by a collection agency or attorney, as contracted
by the Randall County Tax Assessor-Collector.
2. Limited Reliance on Property Tax. The City will continue to balance reliance on property
tax by seeking additional revenue sources and attempting to expand and diversify the
City’s tax base.

Exemptions – In order to maintain stability of funds for the City, it is the Commission’s intentions
for the exemptions presently allowed by the City to be continued. New allowances will be
determined by Commission on a case-by case basis. Tax abatements should be used selectively
and only when a high probability of economic return in excess of the forgone revenue exists.
User-Based Fees – For services associated with a user fee or charge, the direct and indirect costs
of that service will be offset by a fee where possible. There will be a periodic review of fees and
charges to ensure that fees provide adequate coverage of costs of services.
Proprietary –Proprietary funds will pay the General Fund for direct services rendered.
Additionally, the Utility (Water Works and Sewer System) Fund will pay a franchise fee equal to
the percentage of other utilities according to their agreements with the City. This is to compensate
the General Fund for the lost revenue that would be payable from a privately-owned utility.
Franchise Agreements – The City will monitor the status of existing financial agreements and take
necessary actions to negotiate new agreements as they near expiration or as they need revisions to
best serve the citizens of Canyon.
General and Administrative Charges – A method will be maintained whereby the General Fund
may impose a charge to the proprietary, fiduciary and/or other funds for general and administrative
services (indirect cost) performed on the fund’s behalf.
Utility Rates – The City will review and adopt utility rates that will generate revenues required to
fully cover operating expenditures, meet the legal restrictions of all applicable bond covenants,
and provide for an adequate level of working capital needs. This policy does not preclude drawing
down cash balances to finance current operations. However, it is desired that any extra cash
balance be used to fund operations and capital projects City-wide.
Interest Income – Interest earned from investment of available moneys will be distributed to each
fund respective to the balance generating the interest of that fund.
Revenue Monitoring – Revenues received from external collections (i.e. Sales Tax) will be
regularly monitored, comparing to budget or reports obtained from external sources, and variances
will be investigated. Reports on trends will be provided for monitoring to the City Manager and
City Commission monthly.
Expenditure Control
Appropriations – The level of budgetary control is the department level in the General, Water
Works/Sewer System, and Golf Funds, and the fund level in all other funds. When budget
adjustments are necessary, approval by City Commission is necessary. The City Manager has the
authority to make line-item transfers. Refer to the City Charter for Budget Procedures.

Central Control – Significant budgetary savings in any department will be centrally controlled
and may not be spent by the department without specific City Manager authorization.
Purchasing – All purchases shall be in accordance with the City’s purchasing procedures.
Purchases and any contracts exceeding the limit established by state law will conform to a formal
bidding process. Recommendations on purchases and contracts that are subject to the bidding
process will be made to the City Commission for approval.
Procurement Card Program– The City uses a procurement card program for low-cost purchases
made at the department level. The program is designed to operate within the City’s purchasing
policies. The program is operated following the guidelines contained in the Procurement Card
Policies and Procedures Manual.
Prompt Payment – All invoices will be paid within 30 days of receipt in accordance with the
prompt payment requirements of State law. Procedures will be used to take advantages of all
purchase discounts where considered cost effective.
Equipment Financing – Unless a direct benefit is perceived to be derived from financing an
equipment purchase, the City strives to avoid financed purchases of equipment.
Asset Management
Investments – The City’s investment practices will be conducted in accordance with the
Investment Policy approved by the City Commission.
Cash Management – The City’s cash flow will be managed to maximize the cash invested, while
maintaining available cash to pay claims incurred from ongoing operations.
Investment Performance – The City Commission will be provided with a quarterly report prepared
by the Finance Director and approved by the City Manager on this investment performance and
balances, in accordance with the Public Funds Investment Act.
Fixed Assets and Inventory – These assets will be reasonably safeguarded, properly accounted for
and prudently insured. Each Department Head is responsible for the upkeep, accounting and
inventory control for assets in that department.
Financial Impact
Risk Management Program – The City will aggressively pursue every opportunity to provide for
the public’s and City employee’s safety and to manage its risks. All reasonable options will be
investigated to minimize losses. Such options may include risk prevention programs, risk transfer
and insurance coverage.

Compensated Absences – Benefits for full-time employees include paid vacation and sick leave in
accordance with the Personnel Policy Handbook. Available and accrued absences are paid out of
the budgeted operating salary account for the proper department.
Equipment Replacement –Each Department Manager is responsible for maintaining the listing of
all major rolling vehicle stock, their estimated life expectancy and anticipated replacement date,
together with future year projections. Purchases will be staggered over the years and Department
Heads are responsible for making requests in the budget for replacement.
No Operating Deficits – Current expenditures will be paid with current revenues. Deferrals and
Short-term loans will be avoided as budget balancing techniques. Reserves will be used only for
emergency or non-recurring expenditures, except when the unassigned fund balance can be
reduced because the level exceeds minimums set by the City’s Fund Balance and Reserve Policy.
Fund Balance
Objective – The City has implemented a Comprehensive Fund Balance and Reserve Policy
approved by the City Commission. The policy provides for maintenance of an adequate fund
balance and specifies the means and measurements for doing so.
Debt Management
Short-Term Debt – It is the policy of the City to avoid short-term debt whenever possible.
Purchases are preferred over leasing equipment. Should the need for short-term debt arise, every
attempt will be made to retire the debt by fiscal year end.
Long-Term Debt – Long-term debt will not be used for operating purposes, and the life of a bond
issuance will not exceed the useful life of the project financed.
Self-Supporting Debt- When appropriate, self-supporting revenues will pay debt service in lieu of
tax revenue.
Rating – Full disclosure of operations will be made to the bond rating agencies. The City staff,
with the assistance of fiscal advisors or bond counsel, will prepare the necessary disclosures for
presentation to the rating agencies.
Federal Requirements – The City will maintain procedures to comply with arbitrage rebate and
other Federal requirements as necessary.
Debt Burden – The Debt Burden should be limited and within the financial means of the City to
service adequately.

Bond Issuance Advisory Fees and Costs – The City will be actively involved in the selection of all
financial advisors, underwriters, paying agents, and bond counsel. The City shall evaluate the
merits of professional advisors and consultants as well as the kinds of services and fee structures
available from independent financial advisors, investment banking firms, and commercial banks.
The City will carefully itemize and scrutinize all costs associated with the issuance of bonds.
Staffing and Training
Adequate Staffing – Staffing levels will be adequate for the fiscal functions of the City to function
effectively. Overtime shall be used only to address temporary or seasonal demands that require
excessive hours. Workload management alternatives, including technology, will be explored
before adding staff.
Seasonal Staff – Summer help will be utilized on a part-time basis to accommodate seasonal
fluctuations in the demand for work. Seasonal work includes swimming pool staffing, mowing,
short-term projects, and regular work assignments to free up full-time staff for seasonal projects.
Training – The City will support the continuing of education efforts of all staff including the
investment in time, travel and materials for maintaining a current perspective concerning financial
and technical issues, certifications and continuing education as required or desired for a position.
Staff will be held accountable for communicating, teaching, and sharing with other staff members
all information and training materials acquired from seminars, conferences, and related education
efforts.
Awards – The City will support efforts and involvements which result in meeting standards and
receiving exemplary recitations on behalf of any of the City’s fiscal policies, practices, processes,
products, or personnel.
Approval by City Commission
Effective Date – This policy will become effective on the date following the initial approval by
City Commission.
Annual Review – This policy will be reviewed annually by the Director of Finance and the City
Manager and changes must be approved by City Commission.

2
Proposed
Comprehensive Fund
Balance Policy
(also in agenda packet)

RESOLUTION NO. 13-2020

A RESOLUTION OF THE CITY COMMISSION OF
THE CITY OF CANYON, TEXAS, ADOPTING THE
CITY OF CANYON’S COMPREHENSIVE FUND
BALANCE AND RESERVE POLICY
WHEREAS, the Government Finance Officers Association (GFOA) recommends that a
municipality establish a policy with respect to an appropriate level of unrestricted Fund Balance
in the General Fund.; and,
WHEREAS, City staff has reviewed GASB-54 and recommends specific improvements be made
to increase compliance with Accounting Standards; and,
WHEREAS, City staff has begun to take steps to improve the City’s Bond Rating to obtain lowinterest debt, a policy with the established standards will help improve our Credit Rating with
S&P; and,
WHEREAS, the City Commission of the City of Canyon, Texas, desiring to have a firm financial
foundation for economic stability and to maintain a prudent level of financial resources, concurs
with staff’s recommendation and finds that it is in the public interest to adopt said Policy as
hereinafter attached; and,
WHEREAS, the City Commission of the City of Canyon, Texas, hereby authorizes that this policy
shall be administered on behalf of the City Manager by the Director of Finance and will be
responsible for the reservation of City funds in accordance with the rules governing the Policy.
NOW THEREFORE, BE IT RESOLVED BY THE CITY COMMISSION OF THE CITY
OF CANYON, TEXAS:
SECTION 1:
That, the findings set out in the preamble are in all things hereby approved.
SECTION 2:
That, the Comprehensive Fund Balance and Reserve Policy dated May 2020 be approved
as the Comprehensive Fund Balance and Reserve Policy of the City of Canyon.
SECTION 3:
That, this Resolution and its authorization shall be effective immediately upon its passage
and shall continue in full force and effect as it is amended, revoked, or superseded by the
City commission of the City of Canyon, Texas; and until the participating institution
receives a copy of any such amendment or revocation.
PASSED, APPROVED, AND ADOPTED, on this the 18th day of May, 2020, at a regular
meeting of the City commission of the City of Canyon, Texas which meeting was held in
Resolution No. 13-2020
Page 1 of 2

compliance with the Open Meetings Act, Tex Gov’t Code, §551.001, et.seq. at which meeting a
quorum was present and voting.

____________________________
Gary Hinders, Mayor

ATTEST:

____________________________
Gretchen Mercer, City Secretary

Resolution No. 13-2020
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3
GOFA
Fund Balance
Guidelines for
General Fund

BEST PRACTICE
Fund Balance Guidelines for the
General Fund
BACKGROUND:
In the context of financial reporting, the term fund balance is used to describe the net position of
governmental funds calculated in accordance with generally accepted accounting principles (GAAP).
Budget professionals commonly use this same term to describe the net position of governmental
funds calculated on a government’s budgetary basis.1 While in both cases fund balance is intended
to serve as a measure of the financial resources available in a governmental fund; it is essential that
differences between GAAP fund balance and budgetary fund balance be fully appreciated.
1. GAAP financial statements report up to five separate categories of fund balance based on the
type and source of constraints placed on how resources can be spent (presented in
descending order from most constraining to least constraining): nonspendable fund balance,
restricted fund balance, committed fund balance, assigned fund balance, and unassigned
fund balance.2 The total of the amounts in these last three categories (where the only
constraint on spending, if any, is imposed by the government itself) is termed unrestricted
fund balance. In contrast, budgetary fund balance, while it is subject to the same constraints
on spending as GAAP fund balance, typically represents simply the total amount accumulated
from prior years at a point in time.
2. The calculation of GAAP fund balance and budgetary fund balance sometimes is complicated
by the use of sub-funds within the general fund. In such cases, GAAP fund balance includes
amounts from all of the subfunds, whereas budgetary fund balance typically does not.
3. Often the timing of the recognition of revenues and expenditures is different for purposes of
GAAP financial reporting and budgeting. For example, encumbrances arising from purchase
orders often are recognized as expenditures for budgetary purposes, but never for the
preparation of GAAP financial statements.
The effect of these and other differences on the amounts reported as GAAP fund balance and
budgetary fund balance in the general fund should be clarified, understood, and documented.
It is essential that governments maintain adequate levels of fund balance to mitigate current and
future risks (e.g., revenue shortfalls and unanticipated expenditures) and to ensure stable tax rates.
In most cases, discussions of fund balance will properly focus on a government’s general fund.
Nonetheless, financial resources available in other funds should also be considered in assessing the
adequacy of unrestricted fund balance in the general fund.
RECOMMENDATION:
GFOA recommends that governments establish a formal policy on the level of unrestricted fund
balance that should be maintained in the general fund for GAAP and budgetary purposes.3 Such a

guideline should be set by the appropriate policy body and articulate a framework and process for
how the government would increase or decrease the level of unrestricted fund balance over a
specific time period.4 In particular, governments should provide broad guidance in the policy for
how resources will be directed to replenish fund balance should the balance fall below the level
prescribed.
Appropriate Level. The adequacy of unrestricted fund balance in the general fund should take into
account each government’s own unique circumstances. For example, governments that may be
vulnerable to natural disasters, more dependent on a volatile revenue source, or potentially subject
to cuts in state aid and/or federal grants may need to maintain a higher level in the unrestricted fund
balance. Articulating these risks in a fund balance policy makes it easier to explain to stakeholders
the rationale for a seemingly higher than normal level of fund balance that protects taxpayers and
employees from unexpected changes in financial condition. Nevertheless, GFOA recommends, at a
minimum, that general-purpose governments, regardless of size, maintain unrestricted budgetary
fund balance in their general fund of no less than two months of regular general fund operating
revenues or regular general fund operating expenditures.5 The choice of revenues or expenditures
as a basis of comparison may be dictated by what is more predictable in a government’s particular
circumstances.6 Furthermore, a government’s particular situation often may require a level of
unrestricted fund balance in the general fund significantly in excess of this recommended minimum
level. In any case, such measures should be applied within the context of long-term forecasting,
thereby avoiding the risk of placing too much emphasis upon the level of unrestricted fund balance in
the general fund at any one time. In establishing a policy governing the level of unrestricted fund
balance in the general fund, a government should consider a variety of factors, including:
1. The predictability of its revenues and the volatility of its expenditures (i.e., higher levels of
unrestricted fund balance may be needed if significant revenue sources are subject to
unpredictable fluctuations or if operating expenditures are highly volatile);
2. Its perceived exposure to significant one-time outlays (e.g., disasters, immediate capital
needs, state budget cuts);
3. The potential drain upon general fund resources from other funds, as well as, the availability
of resources in other funds;
4. The potential impact on the entity’s bond ratings and the corresponding increased cost of
borrowed funds;
5. Commitments and assignments (i.e., governments may wish to maintain higher levels of
unrestricted fund balance to compensate for any portion of unrestricted fund balance already
committed or assigned by the government for a specific purpose). Governments may deem it
appropriate to exclude from consideration resources that have been committed or assigned to
some other purpose and focus on unassigned fund balance, rather than on unrestricted fund
balance.
Use and Replenishment.
The fund balance policy should define conditions warranting its use, and if a fund balance falls below
the government’s policy level, a solid plan to replenish it. In that context, the fund balance policy
should:
1. Define the time period within which and contingencies for which fund balances will be used;
2. Describe how the government’s expenditure and/or revenue levels will be adjusted to match
any new economic realities that are behind the use of fund balance as a financing bridge;
3. Describe the time period over which the components of fund balance will be replenished and
the means by which they will be replenished.
Generally, governments should seek to replenish their fund balances within one to three years of
use. Specifically, factors influencing the replenishment time horizon include:

1. The budgetary reasons behind the fund balance targets;
2. Recovering from an extreme event;
3. Political continuity;
4. Financial planning time horizons;
5. Long-term forecasts and economic conditions;
6. External financing expectations.
Revenue sources that would typically be looked to for replenishment of a fund balance include
nonrecurring revenues, budget surpluses, and excess resources in other funds (if legally permissible
and there is a defensible rationale). Year-end surpluses are an appropriate source for replenishing
fund balance.
Unrestricted Fund Balance Above Formal Policy Requirement. In some cases, governments can
find themselves in a position with an amount of unrestricted fund balance in the general fund over
their formal policy reserve requirement even after taking into account potential financial risks in the
foreseeable future. Amounts over the formal policy may reflect a structural trend, in which case
governments should consider a policy as to how this would be addressed. Additionally, an education
or communication strategy, or at a minimum, explanation of large changes in fund balance is
encouraged. In all cases, use of those funds should be prohibited as a funding source for ongoing
recurring expenditures.
Notes:
1. For the sake of clarity, this recommended practice uses the terms GAAP fund balance and
budgetary fund balance to distinguish these two different uses of the same term.
2. These categories are set forth in Governmental Accounting Standards Board (GASB)
Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions.
3. Sometimes restricted fund balance includes resources available to finance items that typically
would require the use of unrestricted fund balance (e.g., a contingency reserve). In that case,
such amounts should be included as part of unrestricted fund balance for purposes of
analysis.
4. See Recommended Practice 4.1 of the National Advisory Council on State and Local
Budgeting governments on the need to "maintain a prudent level of financial resources to
protect against reducing service levels or raising taxes and fees because of temporary
revenue shortfalls or unpredicted one-time expenditures" (Recommended Practice 4.1).
5. In practice, a level of unrestricted fund balance significantly lower than the recommended
minimum may be appropriate for states and America’s largest governments (e.g., cities,
counties, and school districts) because they often are in a better position to predict
contingencies (for the same reason that an insurance company can more readily predict the
number of accidents for a pool of 500,000 drivers than for a pool of fifty), and because their
revenues and expenditures often are more diversified and thus potentially less subject to
volatility.
6. In either case, unusual items that would distort trends (e.g., one-time revenues and
expenditures) should be excluded, whereas recurring transfers should be included. Once the
decision has been made to compare unrestricted fund balance to either revenues and/or
expenditures, that decision should be followed consistently from period to period.
This best practice was previously titled Appropriate Level of Unrestricted Fund Balance in the
General Fund.
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Fact Sheet about Fund Balance Reporting
and Governmental Fund Type Definitions
1. Why has the GASB issued new standards for reporting fund balance?
The GASB issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, to address issues related to how fund balance was being reported. The GASB’s
original intention was to clear up confusion regarding the relationship between reserved fund
balance and restricted net assets. However, the GASB’s research revealed that the existing
standards guiding fund balance reporting were being interpreted inconsistently by different
governments. Consequently, the fund balance information reported by many governments also
was inconsistent. It also became clear that the understandability of fund balance information was
affected and that financial statement users were unable to readily interpret reported fund balance
information.
2. Why did the GASB decide not to just clarify the existing fund balance classifications
(reserved, designated, unreserved)?
The GASB considered pursuing a solely educational approach to these issues. However, it
became apparent based on interviews and survey results that, even if all governments interpreted
the requirements consistently, the resulting information would not meet the needs of people who
use fund balance information to identify available resources and assess liquidity and financial
flexibility.
3. How will governments report fund balance in the future?
Fund balance will be displayed in the following classifications depicting the relative strength of
the spending constraints placed on the purposes for which resources can be used:
•
•
•

•

Nonspendable fund balance—amounts that are not in a spendable form (such as inventory) or
are required to be maintained intact (such as the corpus of an endowment fund)
Restricted fund balance—amounts constrained to specific purposes by their providers (such
as grantors, bondholders, and higher levels of government), through constitutional
provisions, or by enabling legislation
Committed fund balance—amounts constrained to specific purposes by a government itself,
using its highest level of decision-making authority; to be reported as committed, amounts
cannot be used for any other purpose unless the government takes the same highest-level
action to remove or change the constraint
Assigned fund balance—amounts a government intends to use for a specific purpose; intent
can be expressed by the governing body or by an official or body to which the governing
body delegates the authority

•

Unassigned fund balance—amounts that are available for any purpose; these amounts are
reported only in the general fund.

4. Why is unassigned fund balance reported only in the general fund?
When a government transfers resources from the general fund to another governmental fund, it is
communicating that, at a minimum, it intends to use those resources for the purpose of the fund
receiving them. This expression of intent meets the requirements for classification as assigned
fund balance. Because unassigned fund balance represents amounts that are not constrained in
any way, not even by an intention to use them for a specific purpose, the general fund is the only
appropriate place to report this classification of fund balance.
In the other governmental funds, however, if a government spends more on a specific purpose
than the resources available for that purpose in the fund, then it may need to report a negative
amount as unassigned fund balance. If a government cannot cover the deficit with amounts
assigned to other purposes in that fund, then the remaining deficit should be reported on the
unassigned fund balance line.
5. How will rainy-day amounts be reported under Statement 54?

Statement 54 treats stabilization arrangements as a specific purpose, allowing governments to
report these amounts in the general fund as restricted or committed, if they meet the applicable
definitions and criteria. Stabilization amounts that do not qualify to be reported as restricted or
committed should be included in unassigned fund balance. Governments may report stabilization
amounts in a special revenue fund only if they derive from specific revenue sources that are
restricted or committed to stabilization.
Regardless of where stabilization amounts are reported, governments also will disclose key
information about their stabilization arrangements in the notes to the financial statements,
including the authority by which the arrangements were established, the conditions under which
additions to the stabilization amounts are required, and the circumstances under which amounts
may be used.
6. How has Statement 54 changed the way encumbrances are reported?
The new standards clarify that an encumbrance is not a specific purpose and therefore should not
be reported as a separate line on the face of the balance sheet. Encumbering amounts that are
restricted or committed does not further limit the purposes for which they can be used. If the
encumbering process meets the definition and criteria for committed fund balance, then
encumbering an assigned or unassigned amount could result in the amount being reported as
committed; however, it would be reported with other amounts committed to the same or similar
purposes, not as “committed for encumbrances.” If a government has significant encumbrances,
it should disclose them under the standards for significant commitments.
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7. What did the GASB find out about the reporting of governmental funds?
In practice, many governments have interpreted in different ways the prior standards on reporting
governmental funds contained in National Council on Governmental Accounting (NCGA)
Statement 1, Governmental Accounting and Financial Reporting Principles. This is particularly
true for special revenue funds.
8. How does Statement 54 clarify the special revenue fund type definition?
Statement 54 makes clear that, for financial reporting purposes, a special revenue fund may only
be established around one or more revenue sources that are restricted or committed to purposes
other than capital projects or debt service. For example, a school district might report state and
federal aid for elementary and secondary education in a special fund if those revenue sources
represent a substantial portion of the fund’s total inflows.
9. How does Statement 54 clarify the definitions of debt service and capital projects fund
types?
Statement 54 revises the definitions of the debt service and capital projects fund types so that
consistent language and structure are used across all of the governmental fund type definitions.
Although the existing definition of a capital project fund specifies that they should be used to
account for “the acquisition or construction of major capital facilities,” many governments have
used them to report on capital assets that are not facilities or major or either. Based on
constituent feedback, the GASB broadened the definition to encompass capital outlays in
general.
10. How will Statement 54 impact the reporting of governmental funds?
The most significant changes are likely to occur in the reporting of special revenue funds,
because that is where there has been the most variation in how the prior standards were
interpreted. Some governments may not be able to continue to report some of their special
revenue funds under the clarified definition. The Statement 54 definition is considered by some
to be more permissive that the NCGA Statement 1 definition. However, practice has varied so
much that the Statement 54 definition may appear more restrictive to some governments.
11. Does Statement 54 affect how governments use funds for internal accounting purposes
or for special reporting?
No. Statement 54 affects only the reporting of governmental funds in general purpose external
financial reports in conformity with generally accepted accounting principles (GAAP).
Governments may continue to use any funds they choose or are required to for their internal
accounting or for special purpose reporting.
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12. What if a state law requires local governments to report a particular type of fund or to
report using the current classifications of fund balance?
For general purpose external financial reporting under GAAP, governments are required to
follow Statement 54. If a law conflicts with Statement 54 or any other part of GAAP, the legal
requirements can be met by presenting supplemental schedules. Governments will still be able to
comply with such state laws in their general purpose external financial report, but outside of the
basic financial statements, notes to the basic financial statements, and required supplementary
information.
13. What other note disclosures does Statement 54 require?
In addition to the disclosures already mentioned, Statement 54 requires governments to disclose:
•
•
•
•

•
•

Additional detail regarding the purposes of restrictions, commitments, and assignments, if the
required level of detail is not met through display on the face of the balance sheet
The decision-making authority and formal action, if any, that results in commitments of fund
balance
The bodies or persons with the authority to express intended uses of resources that result in
assigned fund balance
The order in which a government assumes restricted, committed, assigned, and unassigned
amounts are spent when amounts in more than one classification are available for a particular
purpose
Information about minimum fund balance policies, if a government has one
The purpose for each major special revenue fund, identifying which revenues and other
resources are reported in each of those funds.

14. When should Statement 54 be implemented?
Governments should implement Statement 54 no later than the first fiscal year beginning after
June 15, 2010 (for example, the fiscal year starting on July 1, 2010 and ending on June 30,
2011). Governments are encouraged to implement the standards earlier.
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Proposed Canyon
PFIA Policy

INVESTMENT POLICY
POLICY
It is the policy of the City of Canyon (the “City”) that after allowing for the anticipated cash flow requirements of the
City and giving due consideration to the safety and risk of investment, all available funds shall be invested in
conformance with these legal and administrative guidelines, seeking to optimize interest earnings to the maximum
extent possible.
Effective cash management is recognized as essential to good fiscal management. Investment interest is a source of
revenue to the City. The City’s investment portfolio shall be designed and managed in a manner designed to maximize
this revenue source, to be responsive to public trust, and to be in compliance with legal requirements and limitations.
Investments shall be made with the primary objectives of:
∗
∗
∗
∗

Safety and preservation of principal
Maintenance of sufficient liquidity to meet operating needs
Public trust from prudent investment activities
Optimization of interest earnings on the portfolio

PURPOSE
The purpose of this investment policy is to comply with Chapter 2256 of the Government Code (“Public Funds
Investment Act”), which requires the City to adopt a written investment policy regarding the investment of its funds
and funds under its control. The Investment Policy addresses the methods, procedures and practices that must be
exercised to ensure effective and judicious fiscal management of the City’s funds.

SCOPE
This Investment Policy shall govern the investment of all financial assets of the City. These funds are accounted for
in the City’s Comprehensive Annual Financial Report (CAFR) and include:
•
•
•
•
•
•
•
•
•
•
•
•

•

General Fund
Water Works & Sewer System Fund
Golf Course Fund
C.E.D.C. Funds
W/S Bond Funds
Emergency Management Fund
Library Gift and Memorial Fund
Board of City Development Fund
LEOSE Fund
D-Fi-It Program
Employee Flower Fund
Vol. Firemen’s Funds

All subsidiary funds and any new fund created unless specifically exempted
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The City may consolidate cash balances from all funds to manage bank service needs and enhance
investment earnings. Investment income will be allocated to the various funds based on their respective
participation and in accordance with generally accepted accounting principles.
This Investment Policy shall apply to all transactions involving the financial assets and related activity for
all the foregoing funds.

INVESTMENT OBJECTIVES
The City shall manage and invest its cash with four primary objectives, listed in order of priority: safety, liquidity,
public trust, and yield, expressed as optimization of interest earnings. The safety of the principal invested always
remains the primary objective. All investments shall be designed and managed in a manner responsive to the public
trust and consistent with state and local law.
The City shall maintain a comprehensive cash management program, which includes collection of account receivables,
vendor payments in accordance with invoice terms, and prudent investment of available cash. Cash management is
defined as the process of managing monies in order to insure adequate cash availability and optimum earnings on
short-term investment of idle cash.
Safety [PFIA 2256.005(b)(2)]
Safety of principal is the foremost objective of the investment program. Investments shall be undertaken in a manner
that seeks to ensure the preservation of capital in the overall portfolio. The objective will be to mitigate credit and
interest rate risk.
 Credit Risk – The City will minimize credit risk, the risk of loss due to the failure of the issuer or backer
of the investment, by:
• Limiting investments to the safest types of investments
• Pre-qualifying the financial institutions and broker/dealers with which the City will do business
• Diversifying issuer credit risk, when appropriate, so that potential losses on individual issuers
will be minimized.


Interest Rate Risk – the City will minimize the risk that the interest earnings and the market value of
investments in the portfolio will fall due to changes in general interest rates, by:
• Structuring the investment portfolio so that investments mature to meet cash requirements for
ongoing operations, thereby avoiding the need to liquidate investments prior to maturity.
• Investing operating funds primarily in certificates of deposit, shorter-term securities, money
market mutual funds, or local government investment pools functioning as money market
mutual funds.
• Diversifying maturities and staggering purchase dates to minimize the impact of market
movements over time.
• Utilizing any other method of investment management allowable by the Public Funds
Investment Act deemed most advantageous based on current market conditions.

Liquidity [PFIA 2256.005(b)(2)]
The investment portfolio shall remain sufficiently liquid to meet all operating requirements that may be reasonably
anticipated. This is accomplished by structuring the portfolio so that investments mature concurrent with cash needs
to meet anticipated demands.
Public Trust
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All participants in the City’s investment process shall seek to act responsibly as custodians of the public trust.
Investment officers shall avoid any transaction that might impair public confidence in the City’s ability to govern
effectively.
Yield (Optimization of Interest Earnings) [PFIA 2256.005(b)(3)]
The investment portfolio shall be designed with the objective of attaining a market rate of return throughout budgetary
and economic cycles, taking into account the investment risk constraints and liquidity needs. Return on investment is
of secondary importance compared to the safety and liquidity objectives described above.

RESPONSIBILITY AND CONTROL
Delegation of Authority [PFIA 2256.005(f)]
The City Commission designates the City Manager as the Chief Financial Officer, and he/she and the Director of
Finance as the City’s Investment Officers. An Investment Officer is authorized to execute investment transactions on
behalf of the City. No person may engage in an investment transaction or the management of City funds except as
provided under the terms of this Investment Policy as approved by the City Commission. The investment authority
granted to the Investment Officers is effective until rescinded by the City Commission.
Quality and Capability of Investment Management [PFIA 2256.005(b)(3)]
The City shall provide periodic training in investments for the designated Investment Officers and other investment
personnel through courses and seminars offered by professional organizations, associations, and other independent
sources in order to insure the quality and capability of investment management in compliance with the Public Funds
Investment Act.
Training Requirement (PFIA 2256.008)
In accordance with the Public Funds Investment Act, Investment Officers shall attend investment training no less often
than once every two years, aligned with the City’s fiscal year end, and shall accumulate not less than 8 hours of
instruction relating to investment responsibilities. A newly appointed Investment Officer must attend training
accumulating at least 10 hours of instruction within twelve months of the date the officer took office or assumed the
officer’s duties. Approved training sources include:
•
•
•
•
•

Government Finance Officers Association
Government Finance Officers Association of Texas
Government Treasurers’ Organization of Texas
Texas Municipal League
University of North Texas

Internal Controls (Best Practice)
The Chief Financial Officer is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the City are protected from loss, theft, or misuse. The internal control structure shall be
designed to provide reasonable assurance that these objectives are met. The concept of reasonable assurance
recognizes that (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of
costs and benefits requires estimates and judgments by management.
Accordingly, the Chief Financial Officer shall establish a process for annual independent review by the external
auditor to assure compliance with policies and procedures. The internal controls shall address the following points.
• Control of collusion.
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•
•
•
•
•

Separation of transactions authority from accounting and record keeping.
Custodial safekeeping.
Clear delegation of authority to subordinate staff members.
Written confirmation for telephone (voice) transactions for investments and wire transfers, and
Development of a wire transfer agreement with the depository band or third-party custodian

Prudence (PFIA 2256.006)
The standard of prudence to be applied by the Investment Officer shall be the “prudent investor rule.” This rule states
that “Investments 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 safety of their capital as well as the probable income to be derived.”
In determining whether an Investment Officer has exercised prudence with respect to an investment decision, the
determination shall be made taking into consideration:
•
•

The investment of all funds, or funds under the City’s control, over which the officer had responsibility
rather than a consideration as to the prudence of a single investment.
Whether the investment decision was consistent with the written approved investment policy of the City.

Indemnification (Best Practice)
The Investment Officer, acting in accordance with written procedures and exercising due diligence, shall not be held
personally responsible for a specific investment’s credit risk or market price changes, provided that these deviations
are reported immediately and the appropriate action is taken to control adverse developments.
Ethics and Conflicts of Interest [PFIA 2256.005(i)]
Investment Officers and employees involved in the investment process shall refrain from personal business activity
that would conflict with the proper execution and management of the investment program, or that would impair their
ability to make impartial decisions. Employees and Investment Officers shall disclose any material interests in
financial institutions with which they conduct business. They shall further disclose any personal financial/investment
positions that could be related to the performance of the investment portfolio. Employees and Investment Officers
shall refrain from undertaking personal investment transactions with the same individual with which business is
conducted on behalf of the City.
An Investment Officer of the City who has a personal business relationship with an organization seeking to sell an
investment to the City shall file a statement disclosing that personal business interest. An Investment Officer who is
related within the second degree by affinity or consanguinity to an individual seeking to sell an investment to the City
shall file a statement disclosing that relationship. A statement required under this subsection must be filed with the
Texas Ethics Commission and the City Commission.

SUITABLE AND AUTHORIZED INVESTMENTS

Portfolio Management
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The City currently has a “buy and hold” portfolio strategy. Maturity dates are matched with cash flow requirements
and investments are purchased with the intent to be held until maturity. However, investments may be liquidated prior
to maturity for the following reasons:
• An investment with declining credit may be liquidated early to minimize loss of principal.
• Cash flow needs of the City require that the investment be liquidated.
Investments [PFIA 2256.005(b)(4)(A)]
City funds governed by this Policy may be invested in the instruments described below, all of which are authorized
by the Public Funds Investment Act. Investment of City funds in any instrument or security not authorized for
investment prohibited. The City will not be required to liquidate an investment that becomes unauthorized subsequent
to its purchase.
I.

Authorized
1.

Obligations of, or guaranteed by governmental entities including:
a)

Obligations, including letters of credit, of the United States or its agencies and instrumentalities,
including the Federal Home Loan Bank;
b) Direct obligations of the State of Texas or its agencies and instrumentalities;
c) Other obligations, the principal of and interest on which are
unconditionally guaranteed or insured by, or backed by the full faith and
credit of, the State of Texas or the United States or their respective agencies
and instrumentalities, including obligations that are fully guaranteed or
insured by the Federal Deposit Insurance Corporation or by the explicit full
faith and credit of the United States;
d) 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; and
e) Interest-bearing banking deposits that are guaranteed or insured by:
1) The Federal Deposit Insurance Corporation or its successor; or
2) The National Credit Union Share Insurance Fund or its successor.

2.

Certificates of Deposit, issued by a depository institution that has its main office or a branch office in
this state:
a)

And such certificates of deposits are:
1) Guaranteed or insured by the Federal Deposit Insurance Corporation, or its successor; or
the National Credit Union Share Insurance Fund, or its successor;
2) Secured by obligations that are described by the PFIA, which are intended to include all
direct federal agency or instrumentality issued mortgage backed securities that have a
market value of not less than 102% of the principal amount of the certificates or in any
other manner and amount provided by law for deposits of the investing entities;
3) Secured in accordance with Chapter 2257 or in any other
manner and amount provided by law for deposits of the City.

b) Certificates of Deposit made with the following conditions:
1) The funds are invested by an investing entity through
a. A broker that has its main office or a branch office in the state of Texas and is
selected from a list adopted by the City as required by Section 2256.025; or
b. The broker or the depository institution selected by the City under Subdivision a)
arranges for the deposit of the funds in certificates of deposit in one or more
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c.
d.

federally insured depository institutions, wherever located, for the account of the
City;
The full amount of the principal and accrued interest of each of the certificates of
deposit is insured by the United States or an instrumentality of the United States;
The City appoints the depository institution selected depository institution under
Subdivision a), or a clearing broker-dealer registered with the Securities and
Exchange Commission and operating pursuant to Securities and Exchange
Commission Rule 15c3-3 as custodian for the City with respect to the certificates
of deposit issued for the account of the City.

3.

Money Market Mutual Funds that are 1) registered and regulated by the Securities and Exchange
Commission, 2) managed in compliance with money market fund regulations, 3) rated AAA by at least
one nationally recognized rating service, and 4) seek to maintain a stable net asset value of $1.0000 per
share.

4.

Local government investment pools, which 1) meet the requirements of Chapter 2256.016 of the Public
Funds Investment Act, 2) are rated no lower than AAA or an equivalent rating by at least one nationally
recognized rating service, 3) seek to maintain a $1.00 net asset value, and 4) are authorized by resolution
or ordinance by the City Commission.

5.

Certificates of Deposit and Money Market Accounts through cooperative programs such as CDARS
(Certificates of Deposit Account Registry Service) and ICS (Insured Cash Sweep) which spread deposits
to provide $250,000 FDIC Insurance Coverage per Financial Institution and insure the total deposit.

6.

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

It is the policy of the City to provide a competitive environment for all individual investment purchases and sales, and
financial institution, money market mutual fund, and local government investment pool selections.
All security transactions shall be executed using the delivery versus payment method. That is, funds shall not be wired
or paid until verification has made that the correct security was received by the City’s safekeeping agent. The City
shall contract with a bank or banks for the safekeeping of securities owned by the City as part of its investment
portfolio. Securities owned by the City shall be held in the City’s account as evidenced by safekeeping receipts of the
institution holding the securities. Safekeeping institutions shall be independent from the parties involved in the
investment transaction.
All prudent measures will be taken to liquidate an investment that is downgraded to less than the required minimum
rating. (PFIA 2256.021)
II.

Not Authorized [PFIA 2256.009(b)(1-4)]

The City’s authorized investments are more restrictive than those allowed by State law. Not all investments authorized
by State Law are authorized by this Policy. The City prohibits investments in all collateralized mortgage obligations.
State law specifically prohibits investment in the following investment securities:
1.

2.
3.

Obligations whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pay
no principal;
Obligations whose payment represents the principal stream of cash flow from the
underlying mortgage-backed security collateral and bears no interest;
Collateralized mortgage obligations that have a stated final maturity date of greater than 10 years.

The City is not required to liquidate investments that were authorized investments at the time of purchase. The City
will take prudent measures to liquidate any investment that loses its required minimum rating.
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INVESTMENT PARAMETERS
Maximum Maturities [PFIA 2256.005(b)(4)(B)]
The longer the maturity of investments, the greater their price volatility. Therefore, it is the City’s policy to concentrate
its investment portfolio in shorter-term investments in order to limit principal risk caused by changes in interest rates.
The City attempts to match its investments with anticipated cash flow requirements. The City will not directly invest
in investments maturing more than three (3) years from the date of purchase; however, the above described obligations,
certificates, or agreements may be collateralized using longer dated investments.
Diversification [PFIA 2256.005(b)(3)]
The City recognizes that investment risks can result from issuer defaults, market price changes or various technical
complications leading to temporary illiquidity. Risk is controlled through portfolio diversification that shall be
achieved by the following general guidelines:

•
•
•
•

Limiting investments to avoid overconcentration in a specific issuer or business sector (excluding those
deposit that are fully insured and collateralized in accordance with state and federal law),
Restricting/prohibiting investments that have higher credit risks (example: commercial paper),
Investing in varying maturities, and
Continuously investing a portion of the portfolio in cash equivalent options such as local government
investment pools (LGIPs), money market funds, or interest-bearing demand or money market depository
accounts to ensure that appropriate liquidity is maintained in order to meet ongoing obligations.

Investment Policy Certification
All local government investment pools and discretionary investment management firms must sign a certification
acknowledging that the organization has received and reviewed the City’s Investment Policy, and that reasonable
procedures and controls have been implemented to preclude investment transactions that are not authorized by the
City’s Policy in accordance with the PFIA.
Authorized Broker/Dealers
The City shall, at least annually, review, revise, and adopt a list of qualified broker/dealers authorized to engage in
securities transactions with the City. Authorized firms include primary dealers or secondary dealers that qualify under
Securities & Exchange Commission Rule 15C3-1 (Uniform Net Capital Rule). The Authorized Broker/Dealer list is
attached in Appendix A.
Depositories
The City will select and designate a qualified primary bank depository in compliance with State law and the City’s
purchasing policy. Additionally, the City may utilize other depository institutions to expand deposit placement
opportunities or provide specialty services.
All depository balances shall be insured or collateralized in compliance with applicable State law. The City reserves
the right, in its sole discretion, to accept or reject any form of insurance or collateralization pledged towards depository
deposits. Depositories will be required to sign an Agreement with the City. The Agreement shall address any concerns
in relation to acceptable collateral, levels of collateral, substitution and addition of collateral, and reporting and
monitoring of collateral. The collateralized deposit portion of the Agreement shall define the City’s rights to the
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collateral in case of default, bankruptcy, or closing, and shall establish a perfected security interest in compliance with
Federal and State regulations, including:

•
•
•
•

The Agreement must be in writing;
The Agreement has to be executed by the Depository and the City contemporaneously with the acquisition
of the asset;
The Agreement must be approved by the Board of Directors or Designated Committee of the Depository and
a copy of the meeting minutes must be delivered to the City; and
The Agreement must be part of the Depository’s “official record” continuously since its execution.

Collateral will be held by a third-party custodian designated by the City and pledged to the City as evidenced by
pledge receipts of the institution with which the collateral is deposited. Original pledge receipts shall be obtained.
Collateral may be held by a Federal Reserve Bank or branch of a Federal Reserve Bank, a Federal Home Loan Bank,
or a third party bank approved by the City and eligible under State law.

REPORTING (PFIA 2256.023)
Methods
The Investment Officers shall prepare an investment report on a quarterly basis that summarizes investment strategies
employed in the most recent quarter and describes the portfolio in terms of investments and maturities, and shall
explain the total investment return for the quarter.
The quarterly investment report shall include a summary statement that will allow the City to ascertain whether
investment activities during the reporting period have conformed to the Investment Policy. The report will be provided
to the City Commission. The report will include the following:
•
•
•
•
•
•
•
•
•

A listing of individual investments held at the end of the reporting period.
Unrealized gains or losses resulting from appreciation or depreciation by listing the beginning and ending book
and market value of investments for the period.
Additions and changes to the market value during the period.
Average weighted yield to maturity of portfolio as compared to applicable benchmark.
Listing of investments by maturity date.
Fully accrued interest for the reporting period.
The percentage of the total portfolio that each type of investment represents.
Statement of compliance of the City’s investment portfolio with state law and the investment strategy and policy
approved by the City Commission.
Signatures of each Investment Officer.

The market value of the portfolio will be calculated, and investment credit ratings will be confirmed on a quarterly
basis in compliance with the reporting requirements. In determining market value and credit ratings, sources
independent of the investment provider will be pursued.
“Weighted average yield to maturity” shall be the standard on which investment performance is calculated.
As a function of the annual audit, the quarterly investment reports shall be reviewed by the external auditor and the
results of that review provided to the City Commission.

INVESTMENT STRATEGIES
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Operating Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Operating Funds.
Safety of Principal - All investments shall be of high quality with no perceived default risk. Market price fluctuations
may occur. However, by managing the weighted average days to maturity for the Operating Fund’s portfolio to less
than 270 days and restricting the maximum allowable maturity to two years, the price volatility of the overall portfolio
will be minimized.
Marketability - Securities with active and efficient secondary markets are necessary in the event of an unanticipated
cash flow requirement.
Liquidity - The Operating Funds requires the greatest short-term liquidity of any of the Fund types. Cash equivalent
investments will provide daily liquidity and may be utilized as a competitive yield alternative to fixed maturity
investments.
Diversification - Investment maturities should be staggered throughout the budget cycle to provide cash flow based
on the anticipated operating needs of the City. Market cycle risk will be reduced by diversifying the appropriate
maturity structure out through two years.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio restrictions is the desired
objective. The yield of an equally weighted, rolling three-month Treasury Bill portfolio will be the minimum yield
objective.
Construction and Capital Improvement Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Construction and Capital Improvement
Funds.
Safety of Principal – All investments will be of high quality with no perceived default risk. Market fluctuations may
occur. However, by restricting the maximum maturity to the lesser of the anticipated cash flow requirements, three
years or the IRS defined temporary period, the market risk of the portfolio will be minimized.
Marketability - The balancing of short-term and long-term cash flow needs requires the Construction and Capital
Improvement Funds portfolio to have securities with active and efficient secondary markets.
Liquidity - Construction and Capital Improvement Funds used as part of a CIP plan or scheduled repair and
replacement program are reasonably predictable. However, unanticipated needs or emergencies may arise.
Maintaining minimum cash equivalent investment amounts will reduce the liquidity risk of unanticipated
expenditures.
Diversification - Investment maturities should blend the short-term and long-term cash flow needs to provide adequate
liquidity, yield enhancement and stability. A “barbell” maturity ladder may be appropriate.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio structures is the desired
objective. The yield of an equally weighted, rolling six-month Treasury Bill portfolio will be the minimum yield
objective.
Debt Service Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for the Debt Service Fund.
Safety of Principal - All investments shall be of high quality with no perceived default risk. Market price fluctuations
may occur. However, by managing Debt Service Funds to not exceed the debt service payment schedule, the market
risk of the overall portfolio will be minimized.
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Marketability - Securities with active and efficient secondary markets are not necessary as the event of an
unanticipated cash flow requirement is not probable.
Liquidity - Debt Service Funds have predictable payment schedules. Therefore, investment maturities should not
exceed the anticipated cash flow requirements. Cash equivalent investments may provide a competitive yield
alternative for short term fixed maturity investments.
Diversification - Market conditions influence the attractiveness of fully extending maturity to the next “unfunded”
payment date. Generally, if investment rates are anticipated to decrease over time, the City is best served by locking
in most investments. If the interest rates are potentially rising, then investing in shorter and larger amounts may
provide advantage. At no time shall the debt service schedule be exceeded in an attempt to bolster yield.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio restrictions is the desired
objective. The yield of an equally weighted, rolling three-month Treasury Bill portfolio shall be the minimum yield
objective.

INVESTMENT POLICY ADOPTION [PFIA 2256.005(e)]
The City’s investment policy shall be adopted by resolution of the City Commission. It is the City’s intent to comply
with state laws and regulations. The City’s investment policy shall be subject to revisions consistent with changing
laws, regulations, and needs of the City. The City Commission shall adopt a resolution stating that it has reviewed
the policy and investment strategies annually, approving any changes or modifications.
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Appendix A.
Authorized Broker/Dealer List

At this time, the City solely uses Happy State Bank for all investments. No authorized broker/dealer listed are required
at this time.
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6
Canyon PFIA
Policy
(Tracked Changes)

INVESTMENT POLICY
I. POLICY
It is the policy of the City of Canyon (the “City”) that after allowing for the anticipated
cash flow requirements of the City and giving due consideration to the safety and risk of
investment, all available funds shall be invested in conformance with these legal and
administrative guidelines, seeking to optimize interest earnings to the maximum extent
possible.
Effective cash management is recognized as essential to good fiscal management.
Investment interest is a source of revenue to the City. The City’s investment portfolio shall
be designed and managed in a manner designed to maximize this revenue source, to be
responsive to public trust, and to be in compliance with legal requirements and limitations.
Investments shall be made with the primary objectives of:





Safety and preservation of principal
Maintenance of sufficient liquidity to meet operating needs
Public trust from prudent investment activities
Optimization of interest earnings on the portfolio

II. PURPOSE
The purpose of this investment policy is to comply with Chapter 2256 of the Government
Code (“Public Funds Investment Act”), which requires the City to adopt a written
investment policy regarding the investment of its funds and funds under its control. The
Investment Policy addresses the methods, procedures and practices that must be exercised
to ensure effective and judicious fiscal management of the City’s funds.

III. SCOPE
This Investment Policy shall govern the investment of all financial assets of the City.
These funds are accounted for in the City’s Comprehensive Annual Financial Report
(CAFR) and include:






General Fund
Water Works & Sewer System Fund
Golf Course Fund
C.E.D.C. Funds
W/S Bond Funds
1










Emergency Management Fund
Library Gift and Memorial Fund
Board of City Development Fund
LEOSE Fund
D-Fi-It Program
Employee Flower Fund
Vol. Firemen’s Funds
All subsidiary funds and any new fund created unless specifically exempted

The City may consolidate cash balances from all funds to manage bank service needs and
enhance investment earnings. Investment income will be allocated to the various funds
based on their respective participation and in accordance with generally accepted
accounting principles.
This Investment Policy shall apply to all transactions involving the financial assets and
related activity for all the foregoing funds.

IV. INVESTMENT OBJECTIVES
The City shall manage and invest its cash with four primary objectives, listed in order of
priority: safety, liquidity, public trust, and yield, expressed as optimization of interest
earnings. The safety of the principal invested always remains the primary objective. All
investments shall be designed and managed in a manner responsive to the public trust and
consistent with state and local law.
The City shall maintain a comprehensive cash management program, which includes
collection of account receivables, vendor payments in accordance with invoice terms, and
prudent investment of available cash. Cash management is defined as the process of
managing monies in order to insure adequate cash availability and optimum earnings on
short-term investment of idle cash.
Safety [PFIA 2256.005(b)(2)]
Safety of principal is the foremost objective of the investment program. Investments shall
be undertaken in a manner that seeks to ensure the preservation of capital in the overall
portfolio. The objective will be to mitigate credit and interest rate risk.
 Credit Risk – The City will minimize credit risk, the risk of loss due to the
failure of the issuer or backer of the investment, by:
 Limiting investments to the safest types of investments
 Pre-qualifying the financial institutions and broker/dealers with which
the City will do business
 Diversifying issuer credit risk, when appropriate, so that potential losses
on individual issuers will be minimized.

2



Interest Rate Risk – the City will minimize the risk that the interest earnings and
the market value of investments in the portfolio will fall due to changes in
general interest rates, by:
 Structuring the investment portfolio so that investments mature to meet
cash requirements for ongoing operations, thereby avoiding the need to
liquidate investments prior to maturity.
 Investing operating funds primarily in certificates of deposit, shorterterm securities, money market mutual funds, or local government
investment pools functioning as money market mutual funds.
 Diversifying maturities and staggering purchase dates to minimize the
impact of market movements over time.
 Utilizing any other method of investment management allowable by the
Public Funds Investment Act deemed most advantageous based on
current market conditions.

Liquidity [PFIA 2256.005(b)(2)]
The investment portfolio shall remain sufficiently liquid to meet all operating requirements
that may be reasonably anticipated. This is accomplished by structuring the portfolio so
that investments mature concurrent with cash needs to meet anticipated demands.
Public Trust
All participants in the City’s investment process shall seek to act responsibly as custodians
of the public trust. Investment officers shall avoid any transaction that might impair public
confidence in the City’s ability to govern effectively.
Yield (Optimization of Interest Earnings) [PFIA 2256.005(b)(3)]
The investment portfolio shall be designed with the objective of attaining a market rate of
return throughout budgetary and economic cycles, taking into account the investment risk
constraints and liquidity needs. Return on investment is of secondary importance compared
to the safety and liquidity objectives described above.

V. RESPONSIBILITY AND CONTROL
Delegation of Authority [PFIA 2256.005(f)]
The City Commission designates the City Manager as the Chief Financial Officer, and
he/she and the Director of Finance as the City’s Investment Officers. An Investment
Officer is authorized to execute investment transactions on behalf of the City. No person
may engage in an investment transaction or the management of City funds except as
provided under the terms of this Investment Policy as approved by the City Commission.
The investment authority granted to the Investment Officers is effective until rescinded by
the City Commission.
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Quality and Capability of Investment Management [PFIA 2256.005(b)(3)]
The City shall provide periodic training in investments for the designated Investment
Officers and other investment personnel through courses and seminars offered by
professional organizations, associations, and other independent sources in order to insure
the quality and capability of investment management in compliance with the Public Funds
Investment Act.
Training Requirement (PFIA 2256.008)
In accordance with the Public Funds Investment Act, Investment Officers shall attend
investment training no less often than once every two years, aligned with the City’s fiscal
year end, and shall accumulate not less than 8 hours of instruction relating to investment
responsibilities. A newly appointed Investment Officer must attend training accumulating
at least 10 hours of instruction within twelve months of the date the officer took office or
assumed the officer’s duties. Approved training sources include:






Government Finance Officers Association
Government Finance Officers Association of Texas
Government Treasurers’ Organization of Texas
Texas Municipal League
University of North Texas

Internal Controls (Best Practice)
The Chief Financial Officer is responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the City are protected from loss, theft,
or misuse. The internal control structure shall be designed to provide reasonable assurance
that these objectives are met. The concept of reasonable assurance recognizes that (1) the
cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of
costs and benefits requires estimates and judgments by management.
Accordingly, the Chief Financial Officer shall establish a process for annual independent
review by the external auditor to assure compliance with policies and procedures. The
internal controls shall address the following points.
 Control of collusion.
 Separation of transactions authority from accounting and record keeping.
 Custodial safekeeping.
 Clear delegation of authority to subordinate staff members.
 Written confirmation for telephone (voice) transactions for investments and wire
transfers, and
 Development of a wire transfer agreement with the depository band or third-party
custodian
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Prudence (PFIA 2256.006)
The standard of prudence to be applied by the Investment Officer shall be the “prudent
investor rule.” This rule states that “Investments 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 safety of their capital as well as the probable income to be
derived.”
In determining whether an Investment Officer has exercised prudence with respect to an
investment decision, the determination shall be made taking into consideration:



The investment of all funds, or funds under the City’s control, over which the
officer had responsibility rather than a consideration as to the prudence of a
single investment.
Whether the investment decision was consistent with the written approved
investment policy of the City.

Indemnification (Best Practice)
The Investment Officer, acting in accordance with written procedures and exercising due
diligence, shall not be held personally responsible for a specific investment’s credit risk or
market price changes, provided that these deviations are reported immediately and the
appropriate action is taken to control adverse developments.
Ethics and Conflicts of Interest [PFIA 2256.005(i)]
Investment Officers and employees involved in the investment process shall refrain from
personal business activity that would conflict with the proper execution and management of
the investment program, or that would impair their ability to make impartial decisions.
Employees and Investment Officers shall disclose any material interests in financial
institutions with which they conduct business. They shall further disclose any personal
financial/investment positions that could be related to the performance of the investment
portfolio. Employees and Investment Officers shall refrain from undertaking personal
investment transactions with the same individual with which business is conducted on
behalf of the City.
An Investment Officer of the City who has a personal business relationship with an
organization seeking to sell an investment to the City shall file a statement disclosing that
personal business interest. An Investment Officer who is related within the second degree
by affinity or consanguinity to an individual seeking to sell an investment to the City shall
file a statement disclosing that relationship. A statement required under this subsection
must be filed with the Texas Ethics Commission and the City Commission.
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VI. SUITABLE AND AUTHORIZED INVESTMENTS
Portfolio Management
The City currently has a “buy and hold” portfolio strategy. Maturity dates are matched
with cash flow requirements and investments are purchased with the intent to be held until
maturity. However, investments may be liquidated prior to maturity for the following
reasons:
 An investment with declining credit may be liquidated early to minimize loss of
principal.
 Cash flow needs of the City require that the investment be liquidated.
Investments [PFIA 2256.005(b)(4)(A)]
City funds governed by this Policy may be invested in the instruments described below, all
of which are authorized by the Public Funds Investment Act. Investment of City funds in
any instrument or security not authorized for investment prohibited. The City will not be
required to liquidate an investment that becomes unauthorized subsequent to its purchase.
I.

Authorized
1. Obligations of, or guaranteed by governmental entities including:, including
letters of credit, of the United States of America or its agencies and
instrumentalities, including the Federal Home Loan Banks.
a) Obligations, including letters of credit, of the United States or its agencies
and instrumentalities, including the Federal Home Loan Bank;
b) Direct obligations of the State of Texas or its agencies and instrumentalities;
c) Other obligations, the principal of and interest on which are
unconditionally guaranteed or insured by, or backed by the full faith and
credit of, the State of Texas or the United States or their respective agencies
and instrumentalities, including obligations that are fully guaranteed or
insured by the Federal Deposit Insurance Corporation or by the explicit full
faith and credit of the United States;
d) 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; and
e) Interest-bearing banking deposits that are guaranteed or insured by:
1) The Federal Deposit Insurance Corporation or its successor; or
2) The National Credit Union Share Insurance Fund or its successor.
2. Certificates of Deposit, and other forms of deposit, placed with a bank or other
approved financial institution organized under Texas law, the laws of another
state, or federal law, that has its main office or a branch office in Texas, and that
is guaranteed or insured by the Federal Deposit Insurance Corporation or its
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successor, or secured by obligations in a manner and amount provided by law
for deposits of the City. issued by a depository institution that has its main office
or a branch office in this state:
a)
And such certificates of deposits are:
1) Guaranteed or insured by the Federal Deposit Insurance Corporation,
or its successor; or the National Credit Union Share Insurance Fund, or
its successor;
2) Secured by obligations that are described by the PFIA, which are
intended to include all direct federal agency or instrumentality issued
mortgage backed securities that have a market value of not less than
102% of the principal amount of the certificates or in any other manner
and amount provided by law for deposits of the investing entities;
3) Secured in accordance with Chapter 2257 or in any other
manner and amount provided by law for deposits of the City.
b)

Certificates of Deposit made with the following conditions:
1) The funds are invested by an investing entity through
a. A broker that has its main office or a branch office in the state of
Texas and is selected from a list adopted by the City as required by
Section 2256.025; or
b. The broker or the depository institution selected by the City under
Subdivision a) arranges for the deposit of the funds in certificates of
deposit in one or more federally insured depository institutions,
wherever located, for the account of the City;
c. The full amount of the principal and accrued interest of each of the
certificates of deposit is insured by the United States or an
instrumentality of the United States;
d. The City appoints the depository institution selected depository
institution under Subdivision a), or a clearing broker-dealer
registered with the Securities and Exchange Commission and
operating pursuant to Securities and Exchange Commission Rule
15c3-3 as
custodian for the City with respect to the certificates of deposit
issued for the account of the City.
1.3.Money Market Mutual Funds that are 1) registered and regulated by the
Securities and Exchange Commission, 2) managed in compliance with money
market fund regulations, 3) rated AAA by at least one nationally recognized
rating service, and 4) seek to maintain a stable net asset value of $1.0000 per
share.
2.4.Local government investment pools, which 1) meet the requirements of Chapter
2256.016 of the Public Funds Investment Act, 2) are rated no lower than AAA
or an equivalent rating by at least one nationally recognized rating service, 3)
seek to maintain a $1.00 net asset value, and 4) are authorized by resolution or
ordinance by the City Commission.
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3.5.Certificates of Deposit and Money Market Accounts through cooperative
programs such as CDARS (Certificates of Deposit Account Registry Service)
and ICS (Insured Cash Sweep) which spread deposits to provide $250,000 FDIC
Insurance Coverage per Financial Institution and insure the total deposit.
4.6.Obligations of states, agencies, counties, cities, and other political subdivisions
of any state rated as to investment quality by a nationally recognized investment
rating firm not less than A or its equivalent.
It is the policy of the City to provide a competitive environment for all individual
investment purchases and sales, and financial institution, money market mutual fund, and
local government investment pool selections.
All security transactions shall be executed using the delivery versus payment method. That
is, funds shall not be wired or paid until verification has made that the correct security was
received by the City’s safekeeping agent. The City shall contract with a bank or banks for
the safekeeping of securities owned by the City as part of its investment portfolio.
Securities owned by the City shall be held in the City’s account as evidenced by
safekeeping receipts of the institution holding the securities. Safekeeping institutions shall
be independent from the parties involved in the investment transaction.
All prudent measures will be taken to liquidate an investment that is downgraded to less
than the required minimum rating. (PFIA 2256.021)
II.

Not Authorized [PFIA 2256.009(b)(1-4)]

The City’s authorized investments are more restrictive than those allowed by State law.
Not all investments authorized by State Law are authorized by this Policy. The City
prohibits investments in all collateralized mortgage obligations. State law specifically
prohibits investment in the following investment securities:
1. Obligations whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pay
no principal;
2. Obligations whose payment represents the principal stream of cash flow from the
underlying mortgage-backed security collateral and bears no interest;
3. Collateralized mortgage obligations that have a stated final maturity date of
greater than 10 years.
The City is not required to liquidate investments that were authorized investments at the
time of purchase. The City will take prudent measures to liquidate any investment that
loses its required minimum rating.
Investments including interest-only or principal-only strips of obligations with underlying
mortgage-backed security collateral, and collateralized mortgage obligations with an
inverse floating interest rate or a maturity date of over 10 years are strictly prohibited.
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VII. INVESTMENT PARAMETERS
Maximum Maturities [PFIA 2256.005(b)(4)(B)]
The longer the maturity of investments, the greater their price volatility. Therefore, it is the
City’s policy to concentrate its investment portfolio in shorter-term investments in order to
limit principal risk caused by changes in interest rates.
The City attempts to match its investments with anticipated cash flow requirements. The
City will not directly invest in investments maturing more than three (3) years from the date
of purchase; however, the above described obligations, certificates, or agreements may be
collateralized using longer dated investments.
Diversification [PFIA 2256.005(b)(3)]
The City recognizes that investment risks can result from issuer defaults, market price
changes or various technical complications leading to temporary illiquidity. Risk is
controlled through portfolio diversification that shall be achieved by the following general
guidelines:





Limiting investments to avoid overconcentration in a specific issuer or business
sector (excluding those deposit that are fully insured and collateralized in
accordance with state and federal law),
Restricting/prohibiting investments that have higher credit risks (example:
commercial paper),
Investing in varying maturities, and
Continuously investing a portion of the portfolio in cash equivalent options such
as local government investment pools (LGIPs), money market funds, or interestbearing demand or money market depository accounts to ensure that appropriate
liquidity is maintained in order to meet ongoing obligations.

Investment Policy Certification
All local government investment pools and discretionary investment management firms
must sign a certification acknowledging that the organization has received and reviewed the
City’s Investment Policy, and that reasonable procedures and controls have been
implemented to preclude investment transactions that are not authorized by the City’s
Policy in accordance with the PFIA.
Authorized Broker/Dealers
The City shall, at least annually, review, revise, and adopt a list of qualified broker/dealers
authorized to engage in securities transactions with the City. Authorized firms include
primary dealers or secondary dealers that qualify under Securities & Exchange Commission
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Rule 15C3-1 (Uniform Net Capital Rule). The Authorized Broker/Dealer list is attached in
Appendix A.
Depositories
The City will select and designate a qualified primary bank depository in compliance with
State law and the City’s purchasing policy. Additionally, the City may utilize other
depository institutions to expand deposit placement opportunities or provide specialty
services.
All depository balances shall be insured or collateralized in compliance with applicable
State law. The City reserves the right, in its sole discretion, to accept or reject any form of
insurance or collateralization pledged towards depository deposits. Depositories will be
required to sign an Agreement with the City. The Agreement shall address any concerns in
relation to acceptable collateral, levels of collateral, substitution and addition of collateral,
and reporting and monitoring of collateral. The collateralized deposit portion of the
Agreement shall define the City’s rights to the collateral in case of default, bankruptcy, or
closing, and shall establish a perfected security interest in compliance with Federal and
State regulations, including:





The Agreement must be in writing;
The Agreement has to be executed by the Depository and the City
contemporaneously with the acquisition of the asset;
The Agreement must be approved by the Board of Directors or Designated
Committee of the Depository and a copy of the meeting minutes must be delivered
to the City; and
The Agreement must be part of the Depository’s “official record” continuously
since its execution.

Collateral will be held by a third-party custodian designated by the City and pledged to the
City as evidenced by pledge receipts of the institution with which the collateral is
deposited. Original pledge receipts shall be obtained. Collateral may be held by a Federal
Reserve Bank or branch of a Federal Reserve Bank, a Federal Home Loan Bank, or a third
party bank approved by the City and eligible under State law.

VIII. REPORTING (PFIA 2256.023)
Methods
The Investment Officers shall prepare an investment report on a quarterly basis that
summarizes investment strategies employed in the most recent quarter and describes the
portfolio in terms of investments and maturities, and shall explain the total investment
return for the quarter.
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The quarterly investment report shall include a summary statement that will allow the City
to ascertain whether investment activities during the reporting period have conformed to the
Investment Policy. The report will be provided to the City Commission. The report will
include the following:










A listing of individual investments held at the end of the reporting period.
Unrealized gains or losses resulting from appreciation or depreciation by listing the
beginning and ending book and market value of investments for the period.
Additions and changes to the market value during the period.
Average weighted yield to maturity of portfolio as compared to applicable benchmark.
Listing of investments by maturity date.
Fully accrued interest for the reporting period.
The percentage of the total portfolio that each type of investment represents.
Statement of compliance of the City’s investment portfolio with state law and the
investment strategy and policy approved by the City Commission.
Signatures of each Investment Officer.

The market value of the portfolio will be calculated, and investment credit ratings will be
confirmed on a quarterly basis in compliance with the reporting requirements. In
determining market value and credit ratings, sources independent of the investment
provider will be pursued.
“Weighted average yield to maturity” shall be the standard on which investment
performance is calculated.
As a function of the annual audit, the quarterly investment reports shall be reviewed by the
external auditor and the results of that review provided to the City Commission.

IX. INVESTMENT STRATEGIES
Operating Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Operating
Funds.
Safety of Principal - All investments shall be of high quality with no perceived default
risk. Market price fluctuations may occur. However, by managing the weighted average
days to maturity for the Operating Fund’s portfolio to less than 270 days and restricting the
maximum allowable maturity to two years, the price volatility of the overall portfolio will
be minimized.
Marketability - Securities with active and efficient secondary markets are necessary in the
event of an unanticipated cash flow requirement.
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Liquidity - The Operating Funds requires the greatest short-term liquidity of any of the
Fund types. Cash equivalent investments will provide daily liquidity and may be utilized as
a competitive yield alternative to fixed maturity investments.
Diversification - Investment maturities should be staggered throughout the budget cycle to
provide cash flow based on the anticipated operating needs of the City. Market cycle risk
will be reduced by diversifying the appropriate maturity structure out through two years.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio
restrictions is the desired objective. The yield of an equally weighted, rolling three-month
Treasury Bill portfolio will be the minimum yield objective.
Construction and Capital Improvement Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Construction
and Capital Improvement Funds.
Safety of Principal – All investments will be of high quality with no perceived default risk.
Market fluctuations may occur. However, by restricting the maximum maturity to the
lesser of the anticipated cash flow requirements, three years or the IRS defined temporary
period, the market risk of the portfolio will be minimized.
Marketability - The balancing of short-term and long-term cash flow needs requires the
Construction and Capital Improvement Funds portfolio to have securities with active and
efficient secondary markets.
Liquidity - Construction and Capital Improvement Funds used as part of a CIP plan or
scheduled repair and replacement program are reasonably predictable. However,
unanticipated needs or emergencies may arise. Maintaining minimum cash equivalent
investment amounts will reduce the liquidity risk of unanticipated expenditures.
Diversification - Investment maturities should blend the short-term and long-term cash
flow needs to provide adequate liquidity, yield enhancement and stability. A “barbell”
maturity ladder may be appropriate.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio
structures is the desired objective. The yield of an equally weighted, rolling six-month
Treasury Bill portfolio will be the minimum yield objective.
Debt Service Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for the Debt
Service Fund.
Safety of Principal - All investments shall be of high quality with no perceived default
risk. Market price fluctuations may occur. However, by managing Debt Service Funds to
not exceed the debt service payment schedule, the market risk of the overall portfolio will
be minimized.
12

Marketability - Securities with active and efficient secondary markets are not necessary as
the event of an unanticipated cash flow requirement is not probable.
Liquidity - Debt Service Funds have predictable payment schedules. Therefore,
investment maturities should not exceed the anticipated cash flow requirements. Cash
equivalent investments may provide a competitive yield alternative for short term fixed
maturity investments.
Diversification - Market conditions influence the attractiveness of fully extending maturity
to the next “unfunded” payment date. Generally, if investment rates are anticipated to
decrease over time, the City is best served by locking in most investments. If the interest
rates are potentially rising, then investing in shorter and larger amounts may provide
advantage. At no time shall the debt service schedule be exceeded in an attempt to bolster
yield.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio
restrictions is the desired objective. The yield of an equally weighted, rolling three-month
Treasury Bill portfolio shall be the minimum yield objective.

X. INVESTMENT POLICY ADOPTION [PFIA 2256.005(e)]
The City’s investment policy shall be adopted by resolution of the City Commission. It is
the City’s intent to comply with state laws and regulations. The City’s investment policy
shall be subject to revisions consistent with changing laws, regulations, and needs of the
City. The City Commission shall adopt a resolution stating that it has reviewed the policy
and investment strategies annually, approving any changes or modifications.
Commented [JP1]: Removed Fund Balance Content and put in
new Comprehensive Fund Balance and Reserve Policy
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Appendix A.
Authorized Broker/Dealer List

At this time, the City solely uses Happy State Bank for all investments. No authorized
broker/dealer listed are required at this time.
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7
City of Canyon
Annual Debt
Service Payment
Schedule

City of Canyon
Annual Debt Service Requirements
Debt: Bonds/Loans/Capital Leases

Series 2016
GO Bonds
CAP
FYE 9/30/__
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036

384,300.00
382,025.00
379,600.00
381,950.00
379,075.00
380,975.00
377,650.00
380,550.00
379,700.00
382,175.00
382,875.00
383,275.00
383,375.00
383,175.00
382,675.00
381,875.00
385,700.00

6,490,950.00

01 General Fund
GovCap 8534
GovCap 8564
Southside Bank Southside Bank
247218
259557
Radio System
Firetruck
93,851.60
93,851.60
93,851.60

281,554.80

51,170.98
51,170.98
51,170.98
51,170.98
51,170.98

255,854.90

TCF
Capital Lease
Parks
Equip
37,021.10
37,021.10

74,042.20

Total
General
Fund

Series 2012
Cert of Obl

02 Utility Fund
GovCap 8917
Series 2013
TIB
GO Refunding
259557
72.04% of issue
AMR Equip

566,343.68
564,068.68
524,622.58
433,120.98
430,245.98
380,975.00
377,650.00
380,550.00
379,700.00
382,175.00
382,875.00
383,275.00
383,375.00
383,175.00
382,675.00
381,875.00
385,700.00

620,100.00
627,650.00
624,750.00
620,437.50
619,600.00
618,237.50
621,262.50
623,587.50
620,300.00
616,487.50
621,975.00
621,675.00
620,675.00

450,035.71
449,333.29
448,306.68
450,503.99
448,720.92
450,161.78
71,520.87
69,467.64

7,102,401.90

8,076,737.50

2,838,050.88

166,045.88
166,045.88
166,045.88
166,045.88
166,045.88
166,045.88
166,045.88
166,045.88
166,045.88
166,045.88

1,660,458.80

Total
Utility
Fund

03 Golf Fund
GovCap 7981
TCF
Series 2013
Southside Bank Capital Lease
GO Refunding
247218
Golf
27.96% of issue
Equipment
Equip

1,236,181.59
1,243,029.17
1,239,102.56
1,236,987.37
1,234,366.80
1,234,445.16
858,829.25
859,101.02
786,345.88
782,533.38
621,975.00
621,675.00
620,675.00
-

174,639.29
174,366.71
173,968.32
174,821.01
174,129.08
174,688.22
27,754.13
26,957.36

12,575,247.18

1,101,324.12

103,625.82
103,625.82
103,513.08

310,764.72

30,516.48
30,516.48
30,516.48
30,516.48
10,172.16

132,238.08

Total
Golf
Fund

Total
All
Funds

308,781.59
308,509.01
307,997.88
205,337.49
184,301.24
174,688.22
27,754.13
26,957.36
-

2,111,306.86
2,115,606.86
2,071,723.02
1,875,445.84
1,848,914.02
1,790,108.38
1,264,233.38
1,266,608.38
1,166,045.88
1,164,708.38
1,004,850.00
1,004,950.00
1,004,050.00
383,175.00
382,675.00
381,875.00
385,700.00

1,544,326.92

21,221,976.00
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Discussion Topics
Issuer:
Issue:
On the call from S&P:

Canyon, TX
Review of outstanding GO Bonds and Certificates of Obligations
Primary: Daniel Golliday- daniel.golliday@spglobal.com
Backup: Tiffany Tribbitt- tiffany.tribbitt@spglobal.com

Debt and Liability:
•

Has the city entered into any variable rate debt, direct purchase agreements or private
placements since our last review (03/28/2018)? If so, is there any acceleration, cross default
provisions, or permissive covenants? The city entered into two private placements with Gov
Capital. 11-19-18 in the amount of $260,000 for emergency response radios. 2-4-19 in the
amount of $227,885 for a new fire truck. There is no acceleration, cross default provisions or
permissive covenants.

•

Does the city have any plans to issue additional debt in the next 12-24 months? If so, how much,
how do you plan to issue these bonds, and for what purpose? No, the city does not have plans
to issue any debt at this time.

•

Is the city, directly or indirectly, liable for the repayment of any bonded debt or other
obligations that are intended to be repaid from an outside third party (for example, repayment
under a contingent loan agreement)? No

•

Are there any material anticipated changes to the city’s pension and/or OPEB
contributions/liabilities? No, we do not anticipate any changes.

Economy:
•

Please provide an overview of the city’s economy and discuss any recent and/or upcoming
residential and commercial developments that could have an impact on assessed values as well
as major revenue sources since our last review. The city has experience one of the most robust
economy’s in recent times. Sales tax collection are at an all time high. Retail and restaurant
sales are also very strong. The city of Canyon has several new housing developments taking
place. Madison Park, Canyon East, and our newest development Spring Creek. This
development will include 250 higher end houses and a new elementary school. Over the next
several years, Canyon will see a significant impact on our assessed values. Major revenues for
the city continue to be sales tax, ad valorem tax and our proprietary funds which include water,
sewer and trash.

•

What do you attribute the increases in assessed value to over the past several years? Our values
have increase in part to new development taking place plus, more people moving into and
around the city. West Texas A&M University continues to have an increase on enrollment which
helps to drive assessed values up.

•

Please discuss assessed valuation trends and what is expected of AV moving forward. The city
expects assessed valuations to continue to increase over the next several years. Again, with
new developments and grow, assessments will continue to be strong.

•

Have there been any recent changes to any of the City’s major employers or taxpayers? No, all
major employers and taxpayers remain strong.

•

Does the city anticipate to change their tax rate? At this time, the city anticipates increasing the
tax rate by 3%. This will still make us one of the lowest tax rate cities in the Panhandle.

•

How are sales tax collections trending in the city? As mentioned earlier, sales tax collections are
at the highest rate we have ever seen. We are anticipating a 5 – 8% increase this upcoming
fiscal year.

Finances/Budget Flexibility and Performance:
•

Fiscal 2018
o

Please provide commentary on what drove general fund results. What were the
contributing factors that led an operating deficit of $1.4 million prior to other financing
sources? While there is an operating deficit of $1.4 million in the general fund, this is
before the budgeted transfer from the utility fund. The biggest driving factor of the
operating deficit is our Commissions desire to keep property taxes low, and supplement
the general fund with excess revenues from the utility fund.

o

Please discuss the contributing factors that lead to negative variances in total
expenditures and revenues. Again, the city budgets for a transfer of funds for the utility
fund to the general fund. This practice is becoming the norm in cities across Texas.
Since property taxes are kept low, transfers from the utility fund are necessary to
balance the general fund budget.

o

Were there any expenditures in the general fund or across all governmental funds, such
as debt proceeds or spending down of bond proceeds considered as one-time capital
outlay? If so what was it for? No

o

Since the city relies on enterprise transfers to subsidize general operations does the city
expect to increase transfers into the GF to shore up the structural gap? From looking at
the fiscal 2018 audit the water and sewer fund has a “due from other funds” amount of
roughly $5.2 million due to transfers or interfund payables either to the GF or the golf
course fund. We are always looking for ways to decrease the amount of transfer our
enterprise fund makes to the general fund and golf course. These transfers are
something most cities in the Panhandle have to do. We are limited on the amount of

property taxes we can assess. With the passing of SB2/HB2 the city’s hands are going to
be further tied from increasing our general fund revenues.
o

•

Please discuss the negative net position of the city’s golf course. How does the city
expect to improve its operating margins and return to balanced operations fund? The
city is continuously looking at ways to improve our operating margins at the golf course.
Rates and fees are adjusted as appropriate to increase revenues. However, our
Commission views the golf course as a quality of life area. We want to have recreational
opportunities for our residents. With that in mine, we are not overly concerned with
having a balanced operations fund. The golf course brought in close to $1 million last
year. That is $1 million more than any of our other city of Canyon parks brought in last
year. Your golf course serves more people than all of our parks put together. So, while
we will continue to strive to make our golf course profitable, we also understand that it
will have to be subsidized by our utility fund.

Fiscal 2019
o

Please discuss the 2019 budget and how it is trending year to date. Our 2019 budget is
a $20 million budget. At eight months into our budget, we are at we are at 68% of
revenue collections and at 60% for expenditures. We see this trend continuing with
revenues being on target for what was budgeted and expenditures being below what
was budgeted.

o

What are your year-end projections for the general fund? We see our general fund
ending above projected revenues and below projected expenditures.

•

Do you anticipate maintaining, spending, or building reserves during the next two years? Please
explain. We anticipate continuing to building our reserves over the next two years. We do not
anticipate any unforeseen projects that we would need to use fund balance to pay for. We see
a continued trend of having our revenues come in more than our expenditures in our total
budget.

•

How does the city expect realign revenues and expenditures to produce balanced operating
results? As stated earlier, the city will continue to work on lowering the amount of funds the
utility funds need to transfer to the general fund. However, with the State passing a new law
that limits our ability to increase property taxes more than 3.5% (unless citizens vote for more of
an increase than 3.5%) the city foresees continuing to make transfers from the utility fund to the
general fund.

•

Are you aware of any budgetary pressures the city will face over the next couple of years? No,
there are no budgetary pressures that the city sees facing over the next couple of years. As
mentioned earlier, Canyon is experiencing moderate growth and a great economy.

•

What are the city’s thoughts on the bill that is expected be signed into law that would limit the
rollback rate to 3.5% from 8%? What is the city’s plan to adapt to the new legislation? Over the
past 5 years, the city has averaged a property tax increase of only 2.99%. Although we do see
this as a possible problem in the future, historically we have not had to increase rates about 3%.

•

Any lawsuits that could have a material effect on the city’s finances? No

Financial management practices/policies:
(Please provide copies of any policies, plans, and reports, if applicable)
•

If applicable, discuss any recent turnover in the city’s administration that may impact financial
operations. Our City Manager left a few months ago, and the city is currently in the process of
looking to fill that position. That being said, this will not have any impact on the financial
operations of the city.

•

Revenue and expenditure assumptions
o

•

Budget amendments and updates (Please provide latest budget to actual report)
o

•

•

What is the process used for projecting revenues and expenditures? Specifically, how
many years of historical information are used, and what outside sources of information
(if any) are used for projection purposes? The city uses a 5-year lookback for projecting
revenues and expenditures. We also have a consultant that studies our sales tax trends
and gives us a conservative percentage of how our sales taxes are going. Our
department heads continually study and monitor the expenditures for their
departments and this information is used to make projections.

How often is budget amended? Does the board receive periodic budget-to-actual
reports? If so, how often? We do budget amendments as needed, usually on a one time
a year basis. Our Commission receives a monthly budget and finance report.

Long term financial planning (multi-year financial forecast)
o

Does the city maintain long term financial plans with revenue and expenditure
projections for its major funds? If so, how often are the plans revised? Yes, we use our
financial software to maintain our long-term financial plans. These projections are
reviewed and revised every year when we do our budget.

o

What are the most important variables looked at? Is the financial planning document
shared with the council during the budget process? The most important variable looked
at by the city is future infrastructure needs along with what revenue increases or
decreases that might take place during the upcoming years. The City of Canyon’s
economy is divers and not dependent a few sources. Thus, we enjoy a fairly predictable
revenue stream. One that we see continuing to increase over the next 10 years.

Long term capital planning (Please provide the latest capital improvement plan)
o

Does the city have a long term capital plan? How often is it updated? Are funding
sources identified for all years? The city just completed a comprehensive plan that
includes long term capital projects. Funding sources will be revenue from property tax,
possibly from our fund balance, and possibly from the issuance of General Obligation
Bonds.

•

Investment management (Please provided the latest investment report and policy)
o

•

Debt management (Please provide the policy if applicable)
o

•

Does the city have a formal investment management policy? Does the council receive
periodic holdings & earnings reports? If so what is the frequency? Yes, the city has a
formal investment management policy. Our commission reviews the policy annually
and received monthly earnings reports.
Does the city have a formal debt management policy (aside from state guidelines)? No,
the city does not have a formal debt management policy, but is working to develop one.

Reserves and liquidity (Please provide the policy if applicable)
o

Does the city have a formal or informal reserve policy? If so what is the reserve policy
based on? Cash flow? Etc. Yes, this is included in our investment policy. Our reserve
policy is 25% of our budget.
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Canyon GO
Long Term Rating
Canyon GO
Long Term Rating

Rationale
S&P Global Ratings lowered its long-term rating to 'A+' from 'AA-' on Canyon, Texas' general obligation (GO) debt
outstanding. The outlook is stable.
The one-notch downgrade reflects the city's recent budgetary imbalance that materially weakened general fund
balance to levels no longer comparable with those of higher-rated peers. The city's net deficit spending in four of the
past five fiscal years is largely the result of increased cash contributions, in lieu of debt issuances, for unbudgeted
capital outlay; this led the available fund balance to decline to 4.8% of operating expenditures in fiscal 2018, from
31.1% in fiscal 2014, and limits the city's ability to respond to financial stress. However, we recognize the city enacted
revenue enhancements that increased its utility rates for 2019 and tax rates for fiscal 2020, bringing its spending in line
with recurring revenues.

Security
The bonds and certificates are the city's direct obligations, payable from a combination of the levy and collection of a
continuing annual ad valorem tax, within the limits prescribed by law, on all taxable property in the city. The
certificates outstanding are additionally secured by net revenues of the city's waterworks and sewer system. We rate to
the strength of the GO pledge on these certificates, due to the lack of legal covenants in place to assess the strength of
the utility pledge.
Texas statutes limit the ad valorem tax rate for home rule cities to $2.50 per $100 of taxable assessed valuation (AV)
for all city purposes. The Texas attorney general permits the allocation of $1.50 of the $2.50 maximum tax rate for ad
valorem tax debt service. In fiscal 2019, Canyon's total levy is well below the maximum at 44.76 cents per $100 of AV,
05.68 cents of which is dedicated to debt service. Despite state statutory tax-rate limitations, we do not differentiate
between the city's limited-tax debt and its general creditworthiness, since the ad valorem tax is not derived from a
measurably narrower tax base and there are no limitations on the fungibility of resources, which supports our view of
the city's overall ability and willingness to pay debt service.
The rating reflects our assessment of the following credit characteristics:
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• Weak economy, with market value per capita of $55,685 and projected per capita effective buying income at 87.3%
of the national level;
• Adequate management, with standard financial policies and practices under our Financial Management Assessment
methodology;
• Weak budgetary performance, with operating deficits in the general fund and at the total governmental fund level in
fiscal 2018;
• Adequate budgetary flexibility, with an available fund balance in fiscal 2018 of 4.8% of operating expenditures;
• Very strong liquidity, with total government available cash at 64% of total governmental fund expenditures and
17.3x governmental debt service, and access to external liquidity we consider strong;
• Very strong debt and contingent liability position, with debt service carrying charges at 3.7% of expenditures and
net direct debt that is 56.8% of total governmental fund revenue, as well as rapid amortization, with 67.9% of debt
scheduled to be retired in 10 years; and
• Strong institutional framework score.

Weak economy
We consider Canyon's economy weak. The city, with an estimated population of 14,672, is located in Randall County.
The city has a projected per capita effective buying income of 87.3% of the national level and per capita market value
of $55,685. Overall, the city's market value grew by 11.4% over the past year to $817 million in 2019. The county
unemployment rate was 2.6% in 2018.
Canyon is in the Texas Panhandle, about 16 miles south of Amarillo. The economy centers on education, agriculture,
and tourism at Palo Duro Canyon State Park. West Texas A&M University (WTAMU), with a student enrollment of
roughly 9,961, is in the city. While Canyon's economy lacks significant depth and diversity beyond the university,
residents can commute into Amarillo's broader economy for employment opportunities.
Canyon's AV has experienced steady growth in recent years in line with continued residential and retail development,
and city officials anticipate this positive trend to persist, with an assortment of projects currently in varying stages of
development. Over the past five years, annual AV growth has averaged 7.4%, and in total, the city's tax base increased
by approximately $243.3 million, or 42%. Some of the notable developments underway is the Spring Canyon
subdivision that is expected to add roughly 500 homes and the construction of various facilities on WTAMU main
campus.
We assess the local economy will continue to experience sustained growth, but do not anticipate any material changes
to the city's key economic credit fundamentals over the next two years.

Adequate management
We view the city's management as adequate, with standard financial policies and practices under our Financial
Management Assessment methodology, indicating the finance department maintains adequate policies in some but not
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all key areas.
Our assessment of the city's financial management accounts for the recent fund balance drawdowns for capital outlay,
coupled with the inability to amend the budget to achieve balanced operations, which led to a disparity between
revenues and expenditures at year-end. However, based on recent revenue enhancements, management expects to
produce structurally balanced operations and year-to-date results show revenues are either on target or above
projections.
When developing its budget, management evaluates five years of historical data and uses conservative assumptions for
revenue and expenditure projections. The city uses a consultant that assists with sales tax trends and projections. The
budget can be amended as needed throughout the fiscal year, and management provides monthly budget-to-actual
reports to council. The city has a formal investment policy that follows state investment requirements, and it provides
quarterly reports to the governing body on holdings and returns. The city also has a minimum fund balance target of
25% of current budget for all funds combined to allow for the city to respond to emergencies or any unanticipated
expenditures. The city does not have a long-term financial plan that includes multiyear revenue and expenditure
projections. The city does not maintain a formalized long-term capital improvement plan; however, it is currently in
the process of developing one. Lastly, the city does not have a formalized debt management policy but is currently
developing one.

Weak budgetary performance
Canyon's budgetary performance is weak in our opinion. The city had operating deficits of negative 3.3% of
expenditures in the general fund and of negative 2.9% across all governmental funds in fiscal 2018. We have adjusted
our calculations to account for routine transfers into the general fund from the city's water and sewer fund.
Historically, the city had budgeted for break-even operations when incorporating transfers in from its water and sewer
fund and has historically relied on the water and sewer utility system to subsidize general fund operations and assist in
managing the tax rate.
Although the city's deficits largely resulted from management choosing to use reserves to fund capital equipment
purchases, surplus operational results were largely the result of transfers from the utility system, which somewhat
insulated Canyon from posting larger operating deficits. The weak performance in fiscal 2018 is largely attributed to a
negative variance of ($423,824) in total expenditures stemming from capital outlay expenses that were not budgeted
for when comparing final budget-to-actual figures, as management chose to cash-fund these purchases after the budget
was settled. While modest economic growth has translated to an increase in operating revenues, expenditures have
outpaced revenues with utility transfers providing support for operations, although not sufficient to cover capital
spending, resulting in weakening general fund reserves. While the city's water and sewer fund consistently produces
positive operating margins leading to its healthy financial position, the general fund's reliance on transfers and recent
practice of funding unbudgeted capital outlay indicates difficulties in raising sufficient governmental fund revenue to
support operations absent of an increase in its M&O tax rate.
Major general fund revenue sources in fiscal 2018 consisted of property taxes (26.3%), charges for services (22.9%),
sales taxes (22.2%), and utility transfers (10.8%). The adopted fiscal 2019 budget reflects balanced operations in the
general fund due to another large utility fund transfer. Year-to-date results indicate that revenues are outpacing
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expenditures, and management does not foresee any unplanned capital projects that would cause current operating
trends to deteriorate. The room for negative variances is limited given the city's close to low-nominal reserve position.
We recognize that the city has implemented revenue enhancements in an effort to achieve structural balance by
increasing its M&O rate 3% above its effective rate, as well as by raising water and sewer rates by 2% and 5%.
If the city is unsuccessful in stabilizing its budgetary performance through revenue enhancements, adequate utility
transfers, expenditure reductions, and continues to produce a trend of negative operating performance, the rating
could be pressured. However, if we observe a sustained trend of stabilized stronger budgetary results over the long
term in the general fund and across all governmental funds, we could revise our view of the city's budgetary
performance to a more positive outlook.

Adequate budgetary flexibility
The city maintains a formal fund balance policy that requires a minimum unassigned fund balance in the general fund
of 25% of budgeted expenditures for the fiscal year. However, Canyon's commission interpretation of the policy
combines the available fund balance across all funds, including its enterprise funds, in the overall budget. This practice
reduces the clarity of legally available funds in its operating fund, which our criteria assesses to measure the degree a
local government can look to additional financial flexibility in times of stress.
Net operating deficits in four of the past five fiscal years, has eroded the city's available fund balance to levels we
consider adequate, at 4.8% of operating expenditures or $512,000 in fiscal 2018 from 31.1% or $2.5 million in fiscal
2014. The drawdown in fund balance over the past five years is attributed to unplanned capital outlay without
corresponding revenue sources causing a structural gap.
Management has confirmed that there are no plans to reduce its current reserve levels and expects to rebuild its
reserves in the outlook horizon. While year-to-date results show that revenues are outpacing expenditures, continued
weak budgetary performance or one-time spending that results in additional declines in available fund balance to
levels we consider low nominal could place downward pressure on the rating.

Very strong liquidity
In our opinion, Canyon's liquidity is very strong, with total government available cash at 64.0% of total governmental
fund expenditures and 17.3x governmental debt service in 2018. In our view, the city has strong access to external
liquidity if necessary.
Despite its weak general fund budgetary performance, Canyon still demonstrates proportionately very strong liquidity
when considering all available governmental funds, including its utility funds. In our view, the city has strong access to
external liquidity if necessary, based on its history of issuing GO debt over the past 20 years. Canyon has historically
had what we consider very strong cash balances, and we do not believe its liquidity position will weaken over the next
two years. Currently, all of its investments comply with state guidelines and its formal investment policy and we do not
consider them aggressive. At Sept. 30, 2018, the city's investments were primarily in certificates of deposit which we
view to be highly liquid.
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Very strong debt and contingent liability profile
In our view, Canyon's debt and contingent liability profile is very strong. Total governmental fund debt service is 3.7%
of total governmental fund expenditures, and net direct debt is 56.8% of total governmental fund revenue.
Approximately 67.9% of the direct debt is scheduled to be repaid within 10 years, which is in our view a positive credit
factor.
According to management, there are no plans to issue additional debt in the next 12 to 24 months. Additionally, we
note that our view of the city's debt profile could further weaken should future debt issuances cause the city's 10-year
amortization schedule to fall below 65%.

Pension and OPEB
Canyon's combined required pension and actual other postemployment benefits (OPEB) contributions totaled 8.5% of
total governmental fund expenditures in 2018. Of that amount, 8% represented required contributions to pension
obligations, and 0.5% represented OPEB payments. The city made its full annual required pension contribution in
2018.
The city contributes to a nontraditional, joint contributory, hybrid defined-benefit pension plan administered by the
Texas Municipal Retirement System (TMRS). The city's required pension contribution is its actuarially determined
contribution (ADC), which is calculated using the entry age actuarial cost method. The city has historically paid at least
100% of the ADC. In fiscal 2018, it contributed 16.4% of covered payroll, which amounted to $857,048 in contributions
to the pension system. In addition to the TMRS pension plan, Canyon also participates in the cost-sharing,
multiple-employer, defined-benefit, group-term life insurance plan operated by TMRS known as the Supplemental
Death Benefits Fund. The city may terminate coverage and discontinue participation by adopting an ordinance before
Nov. 1 of any year to be effective the following Jan. 1. The city has historically contributed 100% of the contractually
required rate as determined by an annual actuarial valuation and its net liability under the plan was $222,438 as of Dec.
31, 2017.
Actuarial assumptions include a discount rate of 6.75% and a 28-year closed amortization period. The plan's assumed
discount rate is not considered aggressive, in our opinion, though we do consider the closed amortization period of 28
years as extended, leaving greater potential for costs to grow depending on actual performance. Using updated
reporting standards in accordance with Governmental Accounting Standards Board Statement No. 68, the city's net
pension liability, measured as of Dec. 31, 2017, was $2.2 million. The plan's fiduciary net position as a percent of the
total pension liability is 92.5%.
In addition to TMRS, the city participates in the Texas Emergency Services Retirement System (TERS) to provide
pension benefits for certain volunteer emergency services personnel who serve without significant monetary
compensation. The plan is funded through a combination of local contributions and state appropriations. The
minimum local contribution established by the TERS Board is $36 per month for each participating member. The local
contribution is not actuarially determined. However, the state is required to contribute an amount necessary to make
the total system contributions actuarially sound. The actual costs to Canyon remain relatively modest and for the
August 2017 measurement date, the city paid $50,395 to the plan. Per the fiscal 2018 audit, the city's net pension
liability was 81.4% and the city's proportionate share of the liability was $216,975.
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The city provides health care benefits for retired employees through an agent multiple-employer plan administered by
Texas Municipal League Intergovernmental Employee Benefits Pool; these costs, however, are minimal compared to
overall expenditures and are covered on a pay-as-you-go basis. At fiscal year-end, the total OPEB liability was $1.8
million.

Strong institutional framework
The institutional framework score for Texas municipalities is strong.

Outlook
The stable outlook reflects our view that despite recent reserve deterioration due to cash-funded capital outlays, we
expect the city to continue making the necessary budgetary adjustments to maintain, what we consider, stable
operating results, adequate reserves, and very strong liquidity, as evidenced by recent revenue enhancements to the
city's maintenance and operations (M&O) tax rate and utility rate increases. Furthermore, the city does not expect a
further draw down to its available reserves to finance capital projects in the near term. For these reasons, we do not
expect to change the rating during the two-year outlook period.

Downside scenario
If the city is unsuccessful at sustainably aligning revenue and expenditures, pressuring reserves further, we could lower
the rating.

Upside scenario
We could raise the rating if Canyon demonstrates a track record of positive budgetary performance causing its
available fund balance to materially improve, coupled with strengthened financial policies.

Related Research
• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013
• Incorporating GASB 67 And 68: Evaluating Pension/OPEB Obligations Under Standard & Poor's U.S. Local
Government GO Criteria, Sept. 2, 2015

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for
further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.
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AGENDA
NOTICE OF MEETING May 18, 2020
Worksession at 3:00 pm and the regular meeting beginning at 4:30 p.m.
City of Canyon City Commission Regular Meeting will take place via Video Conference. Notice is Hereby Given
in Accordance with the Order of the Office of the Governor Issued March 16, 2020.
A Worksession and Regular Meeting of the Governing body of the City of Canyon will be Held at 3:00 p.m. on
the 18th day of May 2020, in the Commission Chambers of City Hall at 301 16th Street in the City of Canyon by
Video Conference (In Order to Advance the Public Health Goal of Limiting Face-to-Face Meetings Also Called
“Social Distancing” to Slow the Spread of the Coronavirus /COVID-19. There will be No Public Access to the
Location Described Above.
This meeting will be streamed by YouTube only, an interpreter will not be available. YouTube does provide
closed captioning on the recorded video, it is not provided real-time.
In order to advance the Public Health Goal of Limiting face-to-face meetings, also called “social distancing”, to
slow the spread of the Coronavirus / COVID-19, the City of Canyon Commission meetings will be broadcast on
YouTube with interaction through YouTube chat. The link to YouTube will also be posted on the City of
Canyon Facebook and website.
Those wishing to address the City Commission regarding Public Comment or a Public Hearing are asked to
complete the Speaker Registration card and submit it no later than 4:00 pm the day of the posted meeting. You
will be required to provide your phone number on the form. The Mayor will then indicate that those wishing to
address the City Commission be contacted by City Staff. At this time you will be called on the phone number
provide, and you will be put on “speaker” so you can communicate your thoughts. The Speaker Registration
Card has complete details on rules for Public Comment and Public Hearings.
The meeting will be recorded and the recording will be available to the public in accordance with the Open
Meetings Act upon written request.
3:00 pm a Worksession Will Be Conducted Covering the Following Topics:
• Canyon PFIA Policy
• Canyon Fund Balance Policy
• Canyon Fiscal Principles and Policies
• Debt Obligations and Bond Rating
4:30 pm – Regular Meeting of the Canyon City Commission Will be Called to Order.
1.

Call to Order.

2.

Invocation.

3.

Pledge of Allegiance.

4.

Approval of the Minutes of the Meeting of May 4, 2020.

5.

Public Comment – Comments from Interested Citizens

6.

Consider and Take Appropriate Action on Resolution No. 12-2020 Public Investment Act Policy.

City of Canyon

7.

Consider and Take Appropriate Action on Resolution No. 13-2020 Regarding City of Canyon Fund
Balance Policy.

8.

Consider and Take Appropriate Action on March 31, 2020 Finance Report by Finance Director Joel
Wright.

9.

Consider and Take Appropriate Action on March 31, 2020 Investment Report by Finance Director Joel
Wright.

10.

Consider and Take Appropriate Action on Resolution No. 11-2020, A Resolution of the City Commission
of the City of Canyon Ratifying and Extending the First Amended Declaration of Disaster by the Mayor
of the City of Canyon in Response to Statewide Epidemic of COVID-19 Consistent with Governor’s
Executive Order GA-18.

11.

Second of Three Required Readings of Ordinance No. 1125, First Amendment to Atmos Energy Franchise
Agreement.

12.

Second of Three Required Readings of Ordinance No. 1126, First Amendment to SPS Franchise
Agreement.

13.

Executive Session Pursuant to §551.071 Consultation with Attorney; and §551.072 Real Property.

14.

Consider and Take Appropriate Action on Items Discussed in Executive Session.

15.

Adjourn.

Joe Price

Joe Price, City Manager
I certify that the above Notice of Meeting was posted on the bulletin board of the Civic Complex of the City of
Canyon, Texas on the 15th day of May 2020.

Gretchen Mercer, City Clerk

City of Canyon

City Commission Meeting
May 4, 2020
The City Commission of the City of Canyon ,met at 4:30 p.m. Via Zoom with the meeting also
broadcast through YouTube. Mayor Gary Hinders presided over the meeting with the following
Commissioners in attendance, Mayor Pro-Tem Cody Jones, Roger Remlinger, Randy Ray, and Paul
Lyons.
Also present were the following City Staff: City Manager Joe Price, Assistant City Manager Jon
Behrens, City Secretary Gretchen Mercer, IT Manager Shaun Holtman, Business and Community
Development Director Evelyn Ecker, Planning and Development Director Danny Cornelius, Chief of
Police Steven Brush, Water Foreman Jeff Williams, Interim Fire Chief Vince Whitfill, and City
Attorney Chuck Hester.
Item 1.

Call to Order.

Mayor Hinders called the meeting to order at 4:31 p.m.
Item 2.

Invocation.

Commissioner Randy Ray gave the invocation.
Item 3.

Pledge of Allegiance.

The Pledge of Allegiance was led by Commissioner Lyons.
Item 4.

Approval of Minutes of the Meeting of April 20, 2020.

Commissioner Remlinger moved, duly seconded by Mayor Pro-Tem Jones to approve the minutes
of April 20, 2020 as presented. Motion carried unanimously.
Item 5.

Approval of Minutes of the Emergency Meeting of April 29, 2020.

Commissioner Remlinger moved, duly seconded by Commissioner Ray to approve the minutes of
April 29, 2020 as presented. Motion carried unanimously.
Item 6.

Public Comment – Comments From Interested Citizens.

No Public Comments were made.
Item 7.

First of Three Required Readings of Ordinance No. 1125, First Amendment to Atmos
Energy Franchise Agreement.

City Manager Joe Price presented Ordinance No. 1125 for the first of three readings as required by
the City of Canyon Charter. Mr. Price stated this would amend the Atmos Energy Franchise
Agreement adopted January 31, 2011 and increase the franchise fee from 4% to 5% and add five
more years to the agreement extending it from 2026 to 2031. Mr. Price stated the City of Canyon
currently receives approximately $110,000 to $114,000 per year in franchise fees from Atmos. Mr.
Price said staff anticipates an increase of approximately $35,000 per year.
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As required by Charter, Ordinance No. 1125 was read in its entirety as recorded by City Secretary,
Gretchen Mercer.
No action required for first reading.
ORDINANCE NO. 1125
AN ORDINANCE OF THE CITY OF CANYON, RANDALL COUNTY,
TEXAS, AMENDING THE EXISTING GAS FRANCHISE BETWEEN
THE CITY AND ATMOS ENERGY CORPORATION, (A TEXAS AND
VIRGINIA CORPORATION, WITH ITS PRINCIPAL OFFICE IN THE
CITY OF DALLAS, DALLAS COUNTY TEXAS), TO PROVIDE FOR A
DIFFERENT CONSIDERATION; PROVIDE FOR A DIFFERENT
EXPIRATION DATE; PROVIDING AN EFFECTIVE DATE; PROVIDING
FOR ACCEPTANCE BY ATMOS ENERGY CORPORATION; FINDING
AND DETERMINING THAT THE MEETING AT WHICH THIS
ORDINANCE IS PASSED IS OPEN TO THE PUBLIC AS REQUIRED
BY LAW.
Item 8.

First of Three Required Readings of Ordinance No. 1126, First Amendment to SPS
Franchise Agreement.

City Manager Joe Price presented Ordinance No. 1126 for the first of three readings as required by
the City of Canyon Charter. Mr. Price stated this would amend the SPS Franchise Agreement
adopted January 31, 2011 and increase the franchise fee from 3% to 4.51%. Mr. Price stated the
City of Canyon Franchise Agreement with SPS is unique to other cities and only allows an increase
by 1.51% instead of the normal 2%. Mr. Price said the remaining .49% will go on the next rate case
in the next year or two. Mr. Price stated the City of Canyon currently receives approximately
$330,000 to $365,000 per year in franchise fees from Atmos. Mr. Price said staff anticipates an
increase of approximately $174,875 per year.
As required by Charter, Ordinance No. 1126 was read in its entirety as recorded by City Secretary,
Gretchen Mercer.
No action required for first reading.
ORDINANCE NO. 1126
FIRST AMENDMENT TO FRANCHISE AGREEMENT
AN ORDINANCE AMENDING ORDINANCE NO. 934, WHICH
GRANTED SOUTHWESTERN PUBLIC SERVICE COMPANY (“SPS”)
A FRANCHISE WITHIN THE CITY OF CANYON, TEXAS (“CITY”) TO
CONDUCT AN ELECTRICAL LIGHTING AND POWER BUSINESS
AND TO HAVE USE OF CITY’S PUBLIC STREETS, ALLEYS,
HIGHWAYS, BRIDGES, AND OTHER PUBLIC GROUNDS TO PUBLIC
RIGHT-OF-WAY AS SPECIFIED IN ORDINANCE NO. 934, TO REVISE
THE PERCENTAGE OF GROSS RECEIPTS PAID AS A FRANCHISE
FEE FOR USE OF CITY’S STREETS, ALLEYS, HIGHWAYS,

City Commission Meeting
May 4, 2020
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BRIDGES, AND OTHER PUBLIC GROUNDS; PROVIDING FOR RATE
RECOVERY
OF
FRANCHISE
FEES;
PROVIDING
FOR
SEVERABILITY; PROVIDING FOR REPEALER; PROVIDING
SAVINGS CLAUSE; AND PROVIDING FOR AN EFFECTIVE DATE.
Item 9.

Adjourn

There being no further business, Mayor Pro-Tem Jones moved this meeting be adjourned.

______________________________
Gary Hinders, Mayor
ATTEST:

________________________________
Gretchen Mercer, City Secretary

REGARDING ITEM 6

AGENDA

To:

Honorable Mayor and City Commission

From:

Joe Price, City Manager

Date:

May 18, 2020

Re:

Consider and Take Appropriate Action on Resolution No. 12-2020 Public
Investment Act Policy

Pursuant to Texas Government Code, Chapter 2256, municipalities are required to adopt an
investment policy and/or review/revise their current investment policy on an annual basis.
Our current Investment Policy was last reviewed in 2018. We have made several revisions this
the year. Staff has reviewed and amended the Policy and with the newly written additions the
Policy continues to meet the requirements of the statute. We would request the Commission
consider adoption of the amended Policy.
Staff recommends approval of Resolution No. 12-2020

RECOMMENDED MOTION
“I move to adopt/deny Resolution No. 12-2020 for the Amendment of the City of Canyon
Public Investment Policy”

City of Canyon

INVESTMENT POLICY
I. POLICY
It is the policy of the City of Canyon (the “City”) that after allowing for the anticipated
cash flow requirements of the City and giving due consideration to the safety and risk of
investment, all available funds shall be invested in conformance with these legal and
administrative guidelines, seeking to optimize interest earnings to the maximum extent
possible.
Effective cash management is recognized as essential to good fiscal management.
Investment interest is a source of revenue to the City. The City’s investment portfolio shall
be designed and managed in a manner designed to maximize this revenue source, to be
responsive to public trust, and to be in compliance with legal requirements and limitations.
Investments shall be made with the primary objectives of:





Safety and preservation of principal
Maintenance of sufficient liquidity to meet operating needs
Public trust from prudent investment activities
Optimization of interest earnings on the portfolio

II. PURPOSE
The purpose of this investment policy is to comply with Chapter 2256 of the Government
Code (“Public Funds Investment Act”), which requires the City to adopt a written
investment policy regarding the investment of its funds and funds under its control. The
Investment Policy addresses the methods, procedures and practices that must be exercised
to ensure effective and judicious fiscal management of the City’s funds.

III. SCOPE
This Investment Policy shall govern the investment of all financial assets of the City.
These funds are accounted for in the City’s Comprehensive Annual Financial Report
(CAFR) and include:






General Fund
Water Works & Sewer System Fund
Golf Course Fund
C.E.D.C. Funds
W/S Bond Funds
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Emergency Management Fund
Library Gift and Memorial Fund
Board of City Development Fund
LEOSE Fund
D-Fi-It Program
Employee Flower Fund
Vol. Firemen’s Funds
All subsidiary funds and any new fund created unless specifically exempted

The City may consolidate cash balances from all funds to manage bank service needs and
enhance investment earnings. Investment income will be allocated to the various funds
based on their respective participation and in accordance with generally accepted
accounting principles.
This Investment Policy shall apply to all transactions involving the financial assets and
related activity for all the foregoing funds.

IV. INVESTMENT OBJECTIVES
The City shall manage and invest its cash with four primary objectives, listed in order of
priority: safety, liquidity, public trust, and yield, expressed as optimization of interest
earnings. The safety of the principal invested always remains the primary objective. All
investments shall be designed and managed in a manner responsive to the public trust and
consistent with state and local law.
The City shall maintain a comprehensive cash management program, which includes
collection of account receivables, vendor payments in accordance with invoice terms, and
prudent investment of available cash. Cash management is defined as the process of
managing monies in order to insure adequate cash availability and optimum earnings on
short-term investment of idle cash.
Safety [PFIA 2256.005(b)(2)]
Safety of principal is the foremost objective of the investment program. Investments shall
be undertaken in a manner that seeks to ensure the preservation of capital in the overall
portfolio. The objective will be to mitigate credit and interest rate risk.
 Credit Risk – The City will minimize credit risk, the risk of loss due to the
failure of the issuer or backer of the investment, by:
 Limiting investments to the safest types of investments
 Pre-qualifying the financial institutions and broker/dealers with which
the City will do business
 Diversifying issuer credit risk, when appropriate, so that potential losses
on individual issuers will be minimized.
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Interest Rate Risk – the City will minimize the risk that the interest earnings and
the market value of investments in the portfolio will fall due to changes in
general interest rates, by:
 Structuring the investment portfolio so that investments mature to meet
cash requirements for ongoing operations, thereby avoiding the need to
liquidate investments prior to maturity.
 Investing operating funds primarily in certificates of deposit, shorterterm securities, money market mutual funds, or local government
investment pools functioning as money market mutual funds.
 Diversifying maturities and staggering purchase dates to minimize the
impact of market movements over time.
 Utilizing any other method of investment management allowable by the
Public Funds Investment Act deemed most advantageous based on
current market conditions.

Liquidity [PFIA 2256.005(b)(2)]
The investment portfolio shall remain sufficiently liquid to meet all operating requirements
that may be reasonably anticipated. This is accomplished by structuring the portfolio so
that investments mature concurrent with cash needs to meet anticipated demands.
Public Trust
All participants in the City’s investment process shall seek to act responsibly as custodians
of the public trust. Investment officers shall avoid any transaction that might impair public
confidence in the City’s ability to govern effectively.
Yield (Optimization of Interest Earnings) [PFIA 2256.005(b)(3)]
The investment portfolio shall be designed with the objective of attaining a market rate of
return throughout budgetary and economic cycles, taking into account the investment risk
constraints and liquidity needs. Return on investment is of secondary importance compared
to the safety and liquidity objectives described above.

V. RESPONSIBILITY AND CONTROL
Delegation of Authority [PFIA 2256.005(f)]
The City Commission designates the City Manager as the Chief Financial Officer, and
he/she and the Director of Finance as the City’s Investment Officers. An Investment
Officer is authorized to execute investment transactions on behalf of the City. No person
may engage in an investment transaction or the management of City funds except as
provided under the terms of this Investment Policy as approved by the City Commission.
The investment authority granted to the Investment Officers is effective until rescinded by
the City Commission.
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Quality and Capability of Investment Management [PFIA 2256.005(b)(3)]
The City shall provide periodic training in investments for the designated Investment
Officers and other investment personnel through courses and seminars offered by
professional organizations, associations, and other independent sources in order to insure
the quality and capability of investment management in compliance with the Public Funds
Investment Act.
Training Requirement (PFIA 2256.008)
In accordance with the Public Funds Investment Act, Investment Officers shall attend
investment training no less often than once every two years, aligned with the City’s fiscal
year end, and shall accumulate not less than 8 hours of instruction relating to investment
responsibilities. A newly appointed Investment Officer must attend training accumulating
at least 10 hours of instruction within twelve months of the date the officer took office or
assumed the officer’s duties. Approved training sources include:






Government Finance Officers Association
Government Finance Officers Association of Texas
Government Treasurers’ Organization of Texas
Texas Municipal League
University of North Texas

Internal Controls (Best Practice)
The Chief Financial Officer is responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the City are protected from loss, theft,
or misuse. The internal control structure shall be designed to provide reasonable assurance
that these objectives are met. The concept of reasonable assurance recognizes that (1) the
cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of
costs and benefits requires estimates and judgments by management.
Accordingly, the Chief Financial Officer shall establish a process for annual independent
review by the external auditor to assure compliance with policies and procedures. The
internal controls shall address the following points.
 Control of collusion.
 Separation of transactions authority from accounting and record keeping.
 Custodial safekeeping.
 Clear delegation of authority to subordinate staff members.
 Written confirmation for telephone (voice) transactions for investments and wire
transfers, and
 Development of a wire transfer agreement with the depository band or third-party
custodian
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Prudence (PFIA 2256.006)
The standard of prudence to be applied by the Investment Officer shall be the “prudent
investor rule.” This rule states that “Investments 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 safety of their capital as well as the probable income to be
derived.”
In determining whether an Investment Officer has exercised prudence with respect to an
investment decision, the determination shall be made taking into consideration:



The investment of all funds, or funds under the City’s control, over which the
officer had responsibility rather than a consideration as to the prudence of a
single investment.
Whether the investment decision was consistent with the written approved
investment policy of the City.

Indemnification (Best Practice)
The Investment Officer, acting in accordance with written procedures and exercising due
diligence, shall not be held personally responsible for a specific investment’s credit risk or
market price changes, provided that these deviations are reported immediately and the
appropriate action is taken to control adverse developments.
Ethics and Conflicts of Interest [PFIA 2256.005(i)]
Investment Officers and employees involved in the investment process shall refrain from
personal business activity that would conflict with the proper execution and management of
the investment program, or that would impair their ability to make impartial decisions.
Employees and Investment Officers shall disclose any material interests in financial
institutions with which they conduct business. They shall further disclose any personal
financial/investment positions that could be related to the performance of the investment
portfolio. Employees and Investment Officers shall refrain from undertaking personal
investment transactions with the same individual with which business is conducted on
behalf of the City.
An Investment Officer of the City who has a personal business relationship with an
organization seeking to sell an investment to the City shall file a statement disclosing that
personal business interest. An Investment Officer who is related within the second degree
by affinity or consanguinity to an individual seeking to sell an investment to the City shall
file a statement disclosing that relationship. A statement required under this subsection
must be filed with the Texas Ethics Commission and the City Commission.
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VI. SUITABLE AND AUTHORIZED INVESTMENTS
Portfolio Management
The City currently has a “buy and hold” portfolio strategy. Maturity dates are matched
with cash flow requirements and investments are purchased with the intent to be held until
maturity. However, investments may be liquidated prior to maturity for the following
reasons:
 An investment with declining credit may be liquidated early to minimize loss of
principal.
 Cash flow needs of the City require that the investment be liquidated.
Investments [PFIA 2256.005(b)(4)(A)]
City funds governed by this Policy may be invested in the instruments described below, all
of which are authorized by the Public Funds Investment Act. Investment of City funds in
any instrument or security not authorized for investment prohibited. The City will not be
required to liquidate an investment that becomes unauthorized subsequent to its purchase.
I.

Authorized
1. Obligations of, or guaranteed by governmental entities including:, including
letters of credit, of the United States of America or its agencies and
instrumentalities, including the Federal Home Loan Banks.
a) Obligations, including letters of credit, of the United States or its agencies
and instrumentalities, including the Federal Home Loan Bank;
b) Direct obligations of the State of Texas or its agencies and instrumentalities;
c) Other obligations, the principal of and interest on which are
unconditionally guaranteed or insured by, or backed by the full faith and
credit of, the State of Texas or the United States or their respective agencies
and instrumentalities, including obligations that are fully guaranteed or
insured by the Federal Deposit Insurance Corporation or by the explicit full
faith and credit of the United States;
d) 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; and
e) Interest-bearing banking deposits that are guaranteed or insured by:
1) The Federal Deposit Insurance Corporation or its successor; or
2) The National Credit Union Share Insurance Fund or its successor.
2. Certificates of Deposit, and other forms of deposit, placed with a bank or other
approved financial institution organized under Texas law, the laws of another
state, or federal law, that has its main office or a branch office in Texas, and that
is guaranteed or insured by the Federal Deposit Insurance Corporation or its
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successor, or secured by obligations in a manner and amount provided by law
for deposits of the City. issued by a depository institution that has its main office
or a branch office in this state:
a)
And such certificates of deposits are:
1) Guaranteed or insured by the Federal Deposit Insurance Corporation,
or its successor; or the National Credit Union Share Insurance Fund, or
its successor;
2) Secured by obligations that are described by the PFIA, which are
intended to include all direct federal agency or instrumentality issued
mortgage backed securities that have a market value of not less than
102% of the principal amount of the certificates or in any other manner
and amount provided by law for deposits of the investing entities;
3) Secured in accordance with Chapter 2257 or in any other
manner and amount provided by law for deposits of the City.
b)

Certificates of Deposit made with the following conditions:
1) The funds are invested by an investing entity through
a. A broker that has its main office or a branch office in the state of
Texas and is selected from a list adopted by the City as required by
Section 2256.025; or
b. The broker or the depository institution selected by the City under
Subdivision a) arranges for the deposit of the funds in certificates of
deposit in one or more federally insured depository institutions,
wherever located, for the account of the City;
c. The full amount of the principal and accrued interest of each of the
certificates of deposit is insured by the United States or an
instrumentality of the United States;
d. The City appoints the depository institution selected depository
institution under Subdivision a), or a clearing broker-dealer
registered with the Securities and Exchange Commission and
operating pursuant to Securities and Exchange Commission Rule
15c3-3 as
custodian for the City with respect to the certificates of deposit
issued for the account of the City.
1.3.Money Market Mutual Funds that are 1) registered and regulated by the
Securities and Exchange Commission, 2) managed in compliance with money
market fund regulations, 3) rated AAA by at least one nationally recognized
rating service, and 4) seek to maintain a stable net asset value of $1.0000 per
share.
2.4.Local government investment pools, which 1) meet the requirements of Chapter
2256.016 of the Public Funds Investment Act, 2) are rated no lower than AAA
or an equivalent rating by at least one nationally recognized rating service, 3)
seek to maintain a $1.00 net asset value, and 4) are authorized by resolution or
ordinance by the City Commission.
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3.5.Certificates of Deposit and Money Market Accounts through cooperative
programs such as CDARS (Certificates of Deposit Account Registry Service)
and ICS (Insured Cash Sweep) which spread deposits to provide $250,000 FDIC
Insurance Coverage per Financial Institution and insure the total deposit.
4.6.Obligations of states, agencies, counties, cities, and other political subdivisions
of any state rated as to investment quality by a nationally recognized investment
rating firm not less than A or its equivalent.
It is the policy of the City to provide a competitive environment for all individual
investment purchases and sales, and financial institution, money market mutual fund, and
local government investment pool selections.
All security transactions shall be executed using the delivery versus payment method. That
is, funds shall not be wired or paid until verification has made that the correct security was
received by the City’s safekeeping agent. The City shall contract with a bank or banks for
the safekeeping of securities owned by the City as part of its investment portfolio.
Securities owned by the City shall be held in the City’s account as evidenced by
safekeeping receipts of the institution holding the securities. Safekeeping institutions shall
be independent from the parties involved in the investment transaction.
All prudent measures will be taken to liquidate an investment that is downgraded to less
than the required minimum rating. (PFIA 2256.021)
II.

Not Authorized [PFIA 2256.009(b)(1-4)]

The City’s authorized investments are more restrictive than those allowed by State law.
Not all investments authorized by State Law are authorized by this Policy. The City
prohibits investments in all collateralized mortgage obligations. State law specifically
prohibits investment in the following investment securities:
1. Obligations whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pay
no principal;
2. Obligations whose payment represents the principal stream of cash flow from the
underlying mortgage-backed security collateral and bears no interest;
3. Collateralized mortgage obligations that have a stated final maturity date of
greater than 10 years.
The City is not required to liquidate investments that were authorized investments at the
time of purchase. The City will take prudent measures to liquidate any investment that
loses its required minimum rating.
Investments including interest-only or principal-only strips of obligations with underlying
mortgage-backed security collateral, and collateralized mortgage obligations with an
inverse floating interest rate or a maturity date of over 10 years are strictly prohibited.
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VII. INVESTMENT PARAMETERS
Maximum Maturities [PFIA 2256.005(b)(4)(B)]
The longer the maturity of investments, the greater their price volatility. Therefore, it is the
City’s policy to concentrate its investment portfolio in shorter-term investments in order to
limit principal risk caused by changes in interest rates.
The City attempts to match its investments with anticipated cash flow requirements. The
City will not directly invest in investments maturing more than three (3) years from the date
of purchase; however, the above described obligations, certificates, or agreements may be
collateralized using longer dated investments.
Diversification [PFIA 2256.005(b)(3)]
The City recognizes that investment risks can result from issuer defaults, market price
changes or various technical complications leading to temporary illiquidity. Risk is
controlled through portfolio diversification that shall be achieved by the following general
guidelines:





Limiting investments to avoid overconcentration in a specific issuer or business
sector (excluding those deposit that are fully insured and collateralized in
accordance with state and federal law),
Restricting/prohibiting investments that have higher credit risks (example:
commercial paper),
Investing in varying maturities, and
Continuously investing a portion of the portfolio in cash equivalent options such
as local government investment pools (LGIPs), money market funds, or interestbearing demand or money market depository accounts to ensure that appropriate
liquidity is maintained in order to meet ongoing obligations.

Investment Policy Certification
All local government investment pools and discretionary investment management firms
must sign a certification acknowledging that the organization has received and reviewed the
City’s Investment Policy, and that reasonable procedures and controls have been
implemented to preclude investment transactions that are not authorized by the City’s
Policy in accordance with the PFIA.
Authorized Broker/Dealers
The City shall, at least annually, review, revise, and adopt a list of qualified broker/dealers
authorized to engage in securities transactions with the City. Authorized firms include
primary dealers or secondary dealers that qualify under Securities & Exchange Commission
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Rule 15C3-1 (Uniform Net Capital Rule). The Authorized Broker/Dealer list is attached in
Appendix A.
Depositories
The City will select and designate a qualified primary bank depository in compliance with
State law and the City’s purchasing policy. Additionally, the City may utilize other
depository institutions to expand deposit placement opportunities or provide specialty
services.
All depository balances shall be insured or collateralized in compliance with applicable
State law. The City reserves the right, in its sole discretion, to accept or reject any form of
insurance or collateralization pledged towards depository deposits. Depositories will be
required to sign an Agreement with the City. The Agreement shall address any concerns in
relation to acceptable collateral, levels of collateral, substitution and addition of collateral,
and reporting and monitoring of collateral. The collateralized deposit portion of the
Agreement shall define the City’s rights to the collateral in case of default, bankruptcy, or
closing, and shall establish a perfected security interest in compliance with Federal and
State regulations, including:





The Agreement must be in writing;
The Agreement has to be executed by the Depository and the City
contemporaneously with the acquisition of the asset;
The Agreement must be approved by the Board of Directors or Designated
Committee of the Depository and a copy of the meeting minutes must be delivered
to the City; and
The Agreement must be part of the Depository’s “official record” continuously
since its execution.

Collateral will be held by a third-party custodian designated by the City and pledged to the
City as evidenced by pledge receipts of the institution with which the collateral is
deposited. Original pledge receipts shall be obtained. Collateral may be held by a Federal
Reserve Bank or branch of a Federal Reserve Bank, a Federal Home Loan Bank, or a third
party bank approved by the City and eligible under State law.

VIII. REPORTING (PFIA 2256.023)
Methods
The Investment Officers shall prepare an investment report on a quarterly basis that
summarizes investment strategies employed in the most recent quarter and describes the
portfolio in terms of investments and maturities, and shall explain the total investment
return for the quarter.
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The quarterly investment report shall include a summary statement that will allow the City
to ascertain whether investment activities during the reporting period have conformed to the
Investment Policy. The report will be provided to the City Commission. The report will
include the following:










A listing of individual investments held at the end of the reporting period.
Unrealized gains or losses resulting from appreciation or depreciation by listing the
beginning and ending book and market value of investments for the period.
Additions and changes to the market value during the period.
Average weighted yield to maturity of portfolio as compared to applicable benchmark.
Listing of investments by maturity date.
Fully accrued interest for the reporting period.
The percentage of the total portfolio that each type of investment represents.
Statement of compliance of the City’s investment portfolio with state law and the
investment strategy and policy approved by the City Commission.
Signatures of each Investment Officer.

The market value of the portfolio will be calculated, and investment credit ratings will be
confirmed on a quarterly basis in compliance with the reporting requirements. In
determining market value and credit ratings, sources independent of the investment
provider will be pursued.
“Weighted average yield to maturity” shall be the standard on which investment
performance is calculated.
As a function of the annual audit, the quarterly investment reports shall be reviewed by the
external auditor and the results of that review provided to the City Commission.

IX. INVESTMENT STRATEGIES
Operating Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Operating
Funds.
Safety of Principal - All investments shall be of high quality with no perceived default
risk. Market price fluctuations may occur. However, by managing the weighted average
days to maturity for the Operating Fund’s portfolio to less than 270 days and restricting the
maximum allowable maturity to two years, the price volatility of the overall portfolio will
be minimized.
Marketability - Securities with active and efficient secondary markets are necessary in the
event of an unanticipated cash flow requirement.
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Liquidity - The Operating Funds requires the greatest short-term liquidity of any of the
Fund types. Cash equivalent investments will provide daily liquidity and may be utilized as
a competitive yield alternative to fixed maturity investments.
Diversification - Investment maturities should be staggered throughout the budget cycle to
provide cash flow based on the anticipated operating needs of the City. Market cycle risk
will be reduced by diversifying the appropriate maturity structure out through two years.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio
restrictions is the desired objective. The yield of an equally weighted, rolling three-month
Treasury Bill portfolio will be the minimum yield objective.
Construction and Capital Improvement Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Construction
and Capital Improvement Funds.
Safety of Principal – All investments will be of high quality with no perceived default risk.
Market fluctuations may occur. However, by restricting the maximum maturity to the
lesser of the anticipated cash flow requirements, three years or the IRS defined temporary
period, the market risk of the portfolio will be minimized.
Marketability - The balancing of short-term and long-term cash flow needs requires the
Construction and Capital Improvement Funds portfolio to have securities with active and
efficient secondary markets.
Liquidity - Construction and Capital Improvement Funds used as part of a CIP plan or
scheduled repair and replacement program are reasonably predictable. However,
unanticipated needs or emergencies may arise. Maintaining minimum cash equivalent
investment amounts will reduce the liquidity risk of unanticipated expenditures.
Diversification - Investment maturities should blend the short-term and long-term cash
flow needs to provide adequate liquidity, yield enhancement and stability. A “barbell”
maturity ladder may be appropriate.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio
structures is the desired objective. The yield of an equally weighted, rolling six-month
Treasury Bill portfolio will be the minimum yield objective.
Debt Service Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for the Debt
Service Fund.
Safety of Principal - All investments shall be of high quality with no perceived default
risk. Market price fluctuations may occur. However, by managing Debt Service Funds to
not exceed the debt service payment schedule, the market risk of the overall portfolio will
be minimized.
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Marketability - Securities with active and efficient secondary markets are not necessary as
the event of an unanticipated cash flow requirement is not probable.
Liquidity - Debt Service Funds have predictable payment schedules. Therefore,
investment maturities should not exceed the anticipated cash flow requirements. Cash
equivalent investments may provide a competitive yield alternative for short term fixed
maturity investments.
Diversification - Market conditions influence the attractiveness of fully extending maturity
to the next “unfunded” payment date. Generally, if investment rates are anticipated to
decrease over time, the City is best served by locking in most investments. If the interest
rates are potentially rising, then investing in shorter and larger amounts may provide
advantage. At no time shall the debt service schedule be exceeded in an attempt to bolster
yield.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio
restrictions is the desired objective. The yield of an equally weighted, rolling three-month
Treasury Bill portfolio shall be the minimum yield objective.

X. INVESTMENT POLICY ADOPTION [PFIA 2256.005(e)]
The City’s investment policy shall be adopted by resolution of the City Commission. It is
the City’s intent to comply with state laws and regulations. The City’s investment policy
shall be subject to revisions consistent with changing laws, regulations, and needs of the
City. The City Commission shall adopt a resolution stating that it has reviewed the policy
and investment strategies annually, approving any changes or modifications.
Commented [JP1]: Removed Fund Balance Content and put in
new Comprehensive Fund Balance and Reserve Policy
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Appendix A.
Authorized Broker/Dealer List

At this time, the City solely uses Happy State Bank for all investments. No authorized
broker/dealer listed are required at this time.
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INVESTMENT POLICY
POLICY
It is the policy of the City of Canyon (the “City”) that after allowing for the anticipated cash flow requirements of the
City and giving due consideration to the safety and risk of investment, all available funds shall be invested in
conformance with these legal and administrative guidelines, seeking to optimize interest earnings to the maximum
extent possible.
Effective cash management is recognized as essential to good fiscal management. Investment interest is a source of
revenue to the City. The City’s investment portfolio shall be designed and managed in a manner designed to maximize
this revenue source, to be responsive to public trust, and to be in compliance with legal requirements and limitations.
Investments shall be made with the primary objectives of:
∗
∗
∗
∗

Safety and preservation of principal
Maintenance of sufficient liquidity to meet operating needs
Public trust from prudent investment activities
Optimization of interest earnings on the portfolio

PURPOSE
The purpose of this investment policy is to comply with Chapter 2256 of the Government Code (“Public Funds
Investment Act”), which requires the City to adopt a written investment policy regarding the investment of its funds
and funds under its control. The Investment Policy addresses the methods, procedures and practices that must be
exercised to ensure effective and judicious fiscal management of the City’s funds.

SCOPE
This Investment Policy shall govern the investment of all financial assets of the City. These funds are accounted for
in the City’s Comprehensive Annual Financial Report (CAFR) and include:
•
•
•
•
•
•
•
•
•
•
•
•

•

General Fund
Water Works & Sewer System Fund
Golf Course Fund
C.E.D.C. Funds
W/S Bond Funds
Emergency Management Fund
Library Gift and Memorial Fund
Board of City Development Fund
LEOSE Fund
D-Fi-It Program
Employee Flower Fund
Vol. Firemen’s Funds

All subsidiary funds and any new fund created unless specifically exempted
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The City may consolidate cash balances from all funds to manage bank service needs and enhance
investment earnings. Investment income will be allocated to the various funds based on their respective
participation and in accordance with generally accepted accounting principles.
This Investment Policy shall apply to all transactions involving the financial assets and related activity for
all the foregoing funds.

INVESTMENT OBJECTIVES
The City shall manage and invest its cash with four primary objectives, listed in order of priority: safety, liquidity,
public trust, and yield, expressed as optimization of interest earnings. The safety of the principal invested always
remains the primary objective. All investments shall be designed and managed in a manner responsive to the public
trust and consistent with state and local law.
The City shall maintain a comprehensive cash management program, which includes collection of account receivables,
vendor payments in accordance with invoice terms, and prudent investment of available cash. Cash management is
defined as the process of managing monies in order to insure adequate cash availability and optimum earnings on
short-term investment of idle cash.
Safety [PFIA 2256.005(b)(2)]
Safety of principal is the foremost objective of the investment program. Investments shall be undertaken in a manner
that seeks to ensure the preservation of capital in the overall portfolio. The objective will be to mitigate credit and
interest rate risk.
 Credit Risk – The City will minimize credit risk, the risk of loss due to the failure of the issuer or backer
of the investment, by:
• Limiting investments to the safest types of investments
• Pre-qualifying the financial institutions and broker/dealers with which the City will do business
• Diversifying issuer credit risk, when appropriate, so that potential losses on individual issuers
will be minimized.


Interest Rate Risk – the City will minimize the risk that the interest earnings and the market value of
investments in the portfolio will fall due to changes in general interest rates, by:
• Structuring the investment portfolio so that investments mature to meet cash requirements for
ongoing operations, thereby avoiding the need to liquidate investments prior to maturity.
• Investing operating funds primarily in certificates of deposit, shorter-term securities, money
market mutual funds, or local government investment pools functioning as money market
mutual funds.
• Diversifying maturities and staggering purchase dates to minimize the impact of market
movements over time.
• Utilizing any other method of investment management allowable by the Public Funds
Investment Act deemed most advantageous based on current market conditions.

Liquidity [PFIA 2256.005(b)(2)]
The investment portfolio shall remain sufficiently liquid to meet all operating requirements that may be reasonably
anticipated. This is accomplished by structuring the portfolio so that investments mature concurrent with cash needs
to meet anticipated demands.
Public Trust

2

All participants in the City’s investment process shall seek to act responsibly as custodians of the public trust.
Investment officers shall avoid any transaction that might impair public confidence in the City’s ability to govern
effectively.
Yield (Optimization of Interest Earnings) [PFIA 2256.005(b)(3)]
The investment portfolio shall be designed with the objective of attaining a market rate of return throughout budgetary
and economic cycles, taking into account the investment risk constraints and liquidity needs. Return on investment is
of secondary importance compared to the safety and liquidity objectives described above.

RESPONSIBILITY AND CONTROL
Delegation of Authority [PFIA 2256.005(f)]
The City Commission designates the City Manager as the Chief Financial Officer, and he/she and the Director of
Finance as the City’s Investment Officers. An Investment Officer is authorized to execute investment transactions on
behalf of the City. No person may engage in an investment transaction or the management of City funds except as
provided under the terms of this Investment Policy as approved by the City Commission. The investment authority
granted to the Investment Officers is effective until rescinded by the City Commission.
Quality and Capability of Investment Management [PFIA 2256.005(b)(3)]
The City shall provide periodic training in investments for the designated Investment Officers and other investment
personnel through courses and seminars offered by professional organizations, associations, and other independent
sources in order to insure the quality and capability of investment management in compliance with the Public Funds
Investment Act.
Training Requirement (PFIA 2256.008)
In accordance with the Public Funds Investment Act, Investment Officers shall attend investment training no less often
than once every two years, aligned with the City’s fiscal year end, and shall accumulate not less than 8 hours of
instruction relating to investment responsibilities. A newly appointed Investment Officer must attend training
accumulating at least 10 hours of instruction within twelve months of the date the officer took office or assumed the
officer’s duties. Approved training sources include:
•
•
•
•
•

Government Finance Officers Association
Government Finance Officers Association of Texas
Government Treasurers’ Organization of Texas
Texas Municipal League
University of North Texas

Internal Controls (Best Practice)
The Chief Financial Officer is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the City are protected from loss, theft, or misuse. The internal control structure shall be
designed to provide reasonable assurance that these objectives are met. The concept of reasonable assurance
recognizes that (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of
costs and benefits requires estimates and judgments by management.
Accordingly, the Chief Financial Officer shall establish a process for annual independent review by the external
auditor to assure compliance with policies and procedures. The internal controls shall address the following points.
• Control of collusion.
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•
•
•
•
•

Separation of transactions authority from accounting and record keeping.
Custodial safekeeping.
Clear delegation of authority to subordinate staff members.
Written confirmation for telephone (voice) transactions for investments and wire transfers, and
Development of a wire transfer agreement with the depository band or third-party custodian

Prudence (PFIA 2256.006)
The standard of prudence to be applied by the Investment Officer shall be the “prudent investor rule.” This rule states
that “Investments 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 safety of their capital as well as the probable income to be derived.”
In determining whether an Investment Officer has exercised prudence with respect to an investment decision, the
determination shall be made taking into consideration:
•
•

The investment of all funds, or funds under the City’s control, over which the officer had responsibility
rather than a consideration as to the prudence of a single investment.
Whether the investment decision was consistent with the written approved investment policy of the City.

Indemnification (Best Practice)
The Investment Officer, acting in accordance with written procedures and exercising due diligence, shall not be held
personally responsible for a specific investment’s credit risk or market price changes, provided that these deviations
are reported immediately and the appropriate action is taken to control adverse developments.
Ethics and Conflicts of Interest [PFIA 2256.005(i)]
Investment Officers and employees involved in the investment process shall refrain from personal business activity
that would conflict with the proper execution and management of the investment program, or that would impair their
ability to make impartial decisions. Employees and Investment Officers shall disclose any material interests in
financial institutions with which they conduct business. They shall further disclose any personal financial/investment
positions that could be related to the performance of the investment portfolio. Employees and Investment Officers
shall refrain from undertaking personal investment transactions with the same individual with which business is
conducted on behalf of the City.
An Investment Officer of the City who has a personal business relationship with an organization seeking to sell an
investment to the City shall file a statement disclosing that personal business interest. An Investment Officer who is
related within the second degree by affinity or consanguinity to an individual seeking to sell an investment to the City
shall file a statement disclosing that relationship. A statement required under this subsection must be filed with the
Texas Ethics Commission and the City Commission.

SUITABLE AND AUTHORIZED INVESTMENTS

Portfolio Management
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The City currently has a “buy and hold” portfolio strategy. Maturity dates are matched with cash flow requirements
and investments are purchased with the intent to be held until maturity. However, investments may be liquidated prior
to maturity for the following reasons:
• An investment with declining credit may be liquidated early to minimize loss of principal.
• Cash flow needs of the City require that the investment be liquidated.
Investments [PFIA 2256.005(b)(4)(A)]
City funds governed by this Policy may be invested in the instruments described below, all of which are authorized
by the Public Funds Investment Act. Investment of City funds in any instrument or security not authorized for
investment prohibited. The City will not be required to liquidate an investment that becomes unauthorized subsequent
to its purchase.
I.

Authorized
1.

Obligations of, or guaranteed by governmental entities including:
a)

Obligations, including letters of credit, of the United States or its agencies and instrumentalities,
including the Federal Home Loan Bank;
b) Direct obligations of the State of Texas or its agencies and instrumentalities;
c) Other obligations, the principal of and interest on which are
unconditionally guaranteed or insured by, or backed by the full faith and
credit of, the State of Texas or the United States or their respective agencies
and instrumentalities, including obligations that are fully guaranteed or
insured by the Federal Deposit Insurance Corporation or by the explicit full
faith and credit of the United States;
d) 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; and
e) Interest-bearing banking deposits that are guaranteed or insured by:
1) The Federal Deposit Insurance Corporation or its successor; or
2) The National Credit Union Share Insurance Fund or its successor.

2.

Certificates of Deposit, issued by a depository institution that has its main office or a branch office in
this state:
a)

And such certificates of deposits are:
1) Guaranteed or insured by the Federal Deposit Insurance Corporation, or its successor; or
the National Credit Union Share Insurance Fund, or its successor;
2) Secured by obligations that are described by the PFIA, which are intended to include all
direct federal agency or instrumentality issued mortgage backed securities that have a
market value of not less than 102% of the principal amount of the certificates or in any
other manner and amount provided by law for deposits of the investing entities;
3) Secured in accordance with Chapter 2257 or in any other
manner and amount provided by law for deposits of the City.

b) Certificates of Deposit made with the following conditions:
1) The funds are invested by an investing entity through
a. A broker that has its main office or a branch office in the state of Texas and is
selected from a list adopted by the City as required by Section 2256.025; or
b. The broker or the depository institution selected by the City under Subdivision a)
arranges for the deposit of the funds in certificates of deposit in one or more
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c.
d.

federally insured depository institutions, wherever located, for the account of the
City;
The full amount of the principal and accrued interest of each of the certificates of
deposit is insured by the United States or an instrumentality of the United States;
The City appoints the depository institution selected depository institution under
Subdivision a), or a clearing broker-dealer registered with the Securities and
Exchange Commission and operating pursuant to Securities and Exchange
Commission Rule 15c3-3 as custodian for the City with respect to the certificates
of deposit issued for the account of the City.

3.

Money Market Mutual Funds that are 1) registered and regulated by the Securities and Exchange
Commission, 2) managed in compliance with money market fund regulations, 3) rated AAA by at least
one nationally recognized rating service, and 4) seek to maintain a stable net asset value of $1.0000 per
share.

4.

Local government investment pools, which 1) meet the requirements of Chapter 2256.016 of the Public
Funds Investment Act, 2) are rated no lower than AAA or an equivalent rating by at least one nationally
recognized rating service, 3) seek to maintain a $1.00 net asset value, and 4) are authorized by resolution
or ordinance by the City Commission.

5.

Certificates of Deposit and Money Market Accounts through cooperative programs such as CDARS
(Certificates of Deposit Account Registry Service) and ICS (Insured Cash Sweep) which spread deposits
to provide $250,000 FDIC Insurance Coverage per Financial Institution and insure the total deposit.

6.

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

It is the policy of the City to provide a competitive environment for all individual investment purchases and sales, and
financial institution, money market mutual fund, and local government investment pool selections.
All security transactions shall be executed using the delivery versus payment method. That is, funds shall not be wired
or paid until verification has made that the correct security was received by the City’s safekeeping agent. The City
shall contract with a bank or banks for the safekeeping of securities owned by the City as part of its investment
portfolio. Securities owned by the City shall be held in the City’s account as evidenced by safekeeping receipts of the
institution holding the securities. Safekeeping institutions shall be independent from the parties involved in the
investment transaction.
All prudent measures will be taken to liquidate an investment that is downgraded to less than the required minimum
rating. (PFIA 2256.021)
II.

Not Authorized [PFIA 2256.009(b)(1-4)]

The City’s authorized investments are more restrictive than those allowed by State law. Not all investments authorized
by State Law are authorized by this Policy. The City prohibits investments in all collateralized mortgage obligations.
State law specifically prohibits investment in the following investment securities:
1.

2.
3.

Obligations whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pay
no principal;
Obligations whose payment represents the principal stream of cash flow from the
underlying mortgage-backed security collateral and bears no interest;
Collateralized mortgage obligations that have a stated final maturity date of greater than 10 years.

The City is not required to liquidate investments that were authorized investments at the time of purchase. The City
will take prudent measures to liquidate any investment that loses its required minimum rating.
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INVESTMENT PARAMETERS
Maximum Maturities [PFIA 2256.005(b)(4)(B)]
The longer the maturity of investments, the greater their price volatility. Therefore, it is the City’s policy to concentrate
its investment portfolio in shorter-term investments in order to limit principal risk caused by changes in interest rates.
The City attempts to match its investments with anticipated cash flow requirements. The City will not directly invest
in investments maturing more than three (3) years from the date of purchase; however, the above described obligations,
certificates, or agreements may be collateralized using longer dated investments.
Diversification [PFIA 2256.005(b)(3)]
The City recognizes that investment risks can result from issuer defaults, market price changes or various technical
complications leading to temporary illiquidity. Risk is controlled through portfolio diversification that shall be
achieved by the following general guidelines:

•
•
•
•

Limiting investments to avoid overconcentration in a specific issuer or business sector (excluding those
deposit that are fully insured and collateralized in accordance with state and federal law),
Restricting/prohibiting investments that have higher credit risks (example: commercial paper),
Investing in varying maturities, and
Continuously investing a portion of the portfolio in cash equivalent options such as local government
investment pools (LGIPs), money market funds, or interest-bearing demand or money market depository
accounts to ensure that appropriate liquidity is maintained in order to meet ongoing obligations.

Investment Policy Certification
All local government investment pools and discretionary investment management firms must sign a certification
acknowledging that the organization has received and reviewed the City’s Investment Policy, and that reasonable
procedures and controls have been implemented to preclude investment transactions that are not authorized by the
City’s Policy in accordance with the PFIA.
Authorized Broker/Dealers
The City shall, at least annually, review, revise, and adopt a list of qualified broker/dealers authorized to engage in
securities transactions with the City. Authorized firms include primary dealers or secondary dealers that qualify under
Securities & Exchange Commission Rule 15C3-1 (Uniform Net Capital Rule). The Authorized Broker/Dealer list is
attached in Appendix A.
Depositories
The City will select and designate a qualified primary bank depository in compliance with State law and the City’s
purchasing policy. Additionally, the City may utilize other depository institutions to expand deposit placement
opportunities or provide specialty services.
All depository balances shall be insured or collateralized in compliance with applicable State law. The City reserves
the right, in its sole discretion, to accept or reject any form of insurance or collateralization pledged towards depository
deposits. Depositories will be required to sign an Agreement with the City. The Agreement shall address any concerns
in relation to acceptable collateral, levels of collateral, substitution and addition of collateral, and reporting and
monitoring of collateral. The collateralized deposit portion of the Agreement shall define the City’s rights to the
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collateral in case of default, bankruptcy, or closing, and shall establish a perfected security interest in compliance with
Federal and State regulations, including:

•
•
•
•

The Agreement must be in writing;
The Agreement has to be executed by the Depository and the City contemporaneously with the acquisition
of the asset;
The Agreement must be approved by the Board of Directors or Designated Committee of the Depository and
a copy of the meeting minutes must be delivered to the City; and
The Agreement must be part of the Depository’s “official record” continuously since its execution.

Collateral will be held by a third-party custodian designated by the City and pledged to the City as evidenced by
pledge receipts of the institution with which the collateral is deposited. Original pledge receipts shall be obtained.
Collateral may be held by a Federal Reserve Bank or branch of a Federal Reserve Bank, a Federal Home Loan Bank,
or a third party bank approved by the City and eligible under State law.

REPORTING (PFIA 2256.023)
Methods
The Investment Officers shall prepare an investment report on a quarterly basis that summarizes investment strategies
employed in the most recent quarter and describes the portfolio in terms of investments and maturities, and shall
explain the total investment return for the quarter.
The quarterly investment report shall include a summary statement that will allow the City to ascertain whether
investment activities during the reporting period have conformed to the Investment Policy. The report will be provided
to the City Commission. The report will include the following:
•
•
•
•
•
•
•
•
•

A listing of individual investments held at the end of the reporting period.
Unrealized gains or losses resulting from appreciation or depreciation by listing the beginning and ending book
and market value of investments for the period.
Additions and changes to the market value during the period.
Average weighted yield to maturity of portfolio as compared to applicable benchmark.
Listing of investments by maturity date.
Fully accrued interest for the reporting period.
The percentage of the total portfolio that each type of investment represents.
Statement of compliance of the City’s investment portfolio with state law and the investment strategy and policy
approved by the City Commission.
Signatures of each Investment Officer.

The market value of the portfolio will be calculated, and investment credit ratings will be confirmed on a quarterly
basis in compliance with the reporting requirements. In determining market value and credit ratings, sources
independent of the investment provider will be pursued.
“Weighted average yield to maturity” shall be the standard on which investment performance is calculated.
As a function of the annual audit, the quarterly investment reports shall be reviewed by the external auditor and the
results of that review provided to the City Commission.

INVESTMENT STRATEGIES
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Operating Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Operating Funds.
Safety of Principal - All investments shall be of high quality with no perceived default risk. Market price fluctuations
may occur. However, by managing the weighted average days to maturity for the Operating Fund’s portfolio to less
than 270 days and restricting the maximum allowable maturity to two years, the price volatility of the overall portfolio
will be minimized.
Marketability - Securities with active and efficient secondary markets are necessary in the event of an unanticipated
cash flow requirement.
Liquidity - The Operating Funds requires the greatest short-term liquidity of any of the Fund types. Cash equivalent
investments will provide daily liquidity and may be utilized as a competitive yield alternative to fixed maturity
investments.
Diversification - Investment maturities should be staggered throughout the budget cycle to provide cash flow based
on the anticipated operating needs of the City. Market cycle risk will be reduced by diversifying the appropriate
maturity structure out through two years.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio restrictions is the desired
objective. The yield of an equally weighted, rolling three-month Treasury Bill portfolio will be the minimum yield
objective.
Construction and Capital Improvement Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for Construction and Capital Improvement
Funds.
Safety of Principal – All investments will be of high quality with no perceived default risk. Market fluctuations may
occur. However, by restricting the maximum maturity to the lesser of the anticipated cash flow requirements, three
years or the IRS defined temporary period, the market risk of the portfolio will be minimized.
Marketability - The balancing of short-term and long-term cash flow needs requires the Construction and Capital
Improvement Funds portfolio to have securities with active and efficient secondary markets.
Liquidity - Construction and Capital Improvement Funds used as part of a CIP plan or scheduled repair and
replacement program are reasonably predictable. However, unanticipated needs or emergencies may arise.
Maintaining minimum cash equivalent investment amounts will reduce the liquidity risk of unanticipated
expenditures.
Diversification - Investment maturities should blend the short-term and long-term cash flow needs to provide adequate
liquidity, yield enhancement and stability. A “barbell” maturity ladder may be appropriate.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio structures is the desired
objective. The yield of an equally weighted, rolling six-month Treasury Bill portfolio will be the minimum yield
objective.
Debt Service Funds Strategy
Suitability - Any investment eligible in the Investment Policy is suitable for the Debt Service Fund.
Safety of Principal - All investments shall be of high quality with no perceived default risk. Market price fluctuations
may occur. However, by managing Debt Service Funds to not exceed the debt service payment schedule, the market
risk of the overall portfolio will be minimized.
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Marketability - Securities with active and efficient secondary markets are not necessary as the event of an
unanticipated cash flow requirement is not probable.
Liquidity - Debt Service Funds have predictable payment schedules. Therefore, investment maturities should not
exceed the anticipated cash flow requirements. Cash equivalent investments may provide a competitive yield
alternative for short term fixed maturity investments.
Diversification - Market conditions influence the attractiveness of fully extending maturity to the next “unfunded”
payment date. Generally, if investment rates are anticipated to decrease over time, the City is best served by locking
in most investments. If the interest rates are potentially rising, then investing in shorter and larger amounts may
provide advantage. At no time shall the debt service schedule be exceeded in an attempt to bolster yield.
Yield - Attaining a competitive market yield for comparable investment-types and portfolio restrictions is the desired
objective. The yield of an equally weighted, rolling three-month Treasury Bill portfolio shall be the minimum yield
objective.

INVESTMENT POLICY ADOPTION [PFIA 2256.005(e)]
The City’s investment policy shall be adopted by resolution of the City Commission. It is the City’s intent to comply
with state laws and regulations. The City’s investment policy shall be subject to revisions consistent with changing
laws, regulations, and needs of the City. The City Commission shall adopt a resolution stating that it has reviewed
the policy and investment strategies annually, approving any changes or modifications.
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Appendix A.
Authorized Broker/Dealer List

At this time, the City solely uses Happy State Bank for all investments. No authorized broker/dealer listed are required
at this time.
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RESOLUTION NO. 12-2020
A RESOLUTION OF THE CITY COMMISSION OF
THE CITY OF CANYON, TEXAS, REVIEWING THE
CITY OF CANYON’S INVESTMENT POLICY
PURSUANT TO THE PUBLIC FUNDS INVESTMENT
ACT

WHEREAS, the Public Funds Investment Act (Texas Government Code, Chapter 2256)
requires that a municipality annually review its investment policy with respect to the investment
of public funds; and,
WHEREAS, City staff has reviewed the City of Canyon’s (“City”) current Investment Policy
(“Policy”) and recommends specific changes be made to said Policy; and,
WHEREAS, the City commission of the City of Canyon, Texas, having reviewed said Policy,
concurs with staff’s recommendation and finds that it is in the public interest to ammend said
Policy as hereinafter attached; and,
WHEREAS, the City commission of the City of Canyon, Texas, hereby authorizes the Director
of Finance to be responsible for the investment of City funds in accordance with the rules
governing investments adopted in the Investment Policy.

NOW THEREFORE, BE IT RESOLVED BY THE CITY COMMISSION OF THE CITY
OF CANYON, TEXAS:
SECTION 1:
That, the findings set out in the preamble are in all things hereby approved.

SECTION 2:
That, the Investment Policy dated May 2020 be amended from the previous version to be
the approved Public Funds Investment Policy of the City of Canyon.
SECTION 3:
That, this Resolution and its authorization shall be effective immediately upon its passage
and shall continue in full force and effect as it is amended, revoked, or superseded by the
City commission of the City of Canyon, Texas; and until the participating institution
receives a copy of any such amendment or revocation.
PASSED, APPROVED, AND ADOPTED, on this the 18th day of May, 2020, at a regular
meeting of the City commission of the City of Canyon, Texas which meeting was held in
compliance with the Open Meetings Act, Tex Gov’t Code, §551.001, et.seq. at which meeting a
quorum was present and voting.
Resolution No. 12-2020
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____________________________
Gary Hinders, Mayor

ATTEST:

____________________________
Gretchen Mercer, City Secretary

Resolution No. 12-2020
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REGARDING ITEM 7

AGENDA

To:

Honorable Mayor and City Commission

From:

Joe Price, City Manager and Joel Wright, Director of Finance

Date:

May 18, 2020

Re:

Consider and Take Appropriate Action on Resolution No. 13-2020
Comprehensive Fund Balance and Reserve Policy

The purpose of this policy is to establish a key element of the financial stability of the City by
setting guidelines and parameters for budgetary fund balance and an assigned reserve fund.
In the context of financial reporting, the term fund balance is used to describe the net position
(Net Position means the difference between (1) assets and deferred outflows of resources, and
(2) liabilities and deferred inflows of resources) of governmental funds calculated in accordance
with generally accepted accounting principles (GAAP). Budget professionals commonly use
this same term to describe the net position of governmental funds calculated on a government’s
budgetary basis. While in both cases fund balance is intended to serve as a measure of the
financial resources available in a governmental fund; it is essential that differences between
GAAP fund balance and budgetary fund balance be fully appreciated.
Unassigned fund balance is an important measure of economic stability. It is essential that the
City maintain adequate levels of unassigned fund balance to mitigate financial risk that can
occur from unforeseen revenue fluctuations, unanticipated expenditures, and other similar
circumstances.
This policy will ensure that the City maintains an adequate fund balance in the City’s general
fund and utility fund for the purposes of:
• Providing sufficient cash flow for daily operations
• Securing and maintaining a higher investment grade bond rating
• Offsetting significant economic declines or revenue shortfalls
• Providing funds to meet unforeseen emergency expenditures
• Demonstrating a commitment to long-term financial planning objectives
Our current Investment Policy has some aspects of a fund balance policy. We have taken time
to create a new standalone Comprehensive Fund Balance and Reserve Policy.
The Government Finance Officers Association (GFOA) recommends that governments
establish a formal policy on the level of unrestricted fund balance that should be maintained in
the general fund for GAAP and budgetary purposes. Such a guideline should be set by the
appropriate policy body and articulate a framework and process for how the government would
increase or decrease the level of unrestricted fund balance over a specific time period. In

City of Canyon

AGENDA
particular, governments should provide broad guidance in the policy for how resources will be
directed to replenish fund balance should the balance fall below the level prescribed.
As the City Staff and City Commission takes great pride in having a stable financial condition,
we also want to move towards improving our bond rating and preparing for our first Capital
Improvement Program.
Staff has put together a Policy that the City Commission can appreciate and will set a foundation
for the future. We would request the Commission consider adoption of the amended Policy.
Staff recommends approval of Resolution No. 13-2020

RECOMMENDED MOTION
“I move to adopt/deny Resolution No. 13-2020 for the Adoption of the City of Canyon
Comprehensive Fund Balance and Reserve Policy”

City of Canyon

Comprehensive Fund Balance and Reserve Policy
Policy Purpose
The City desires to maintain a prudent level of financial resources to guard its stakeholders against service disruption
in the event of unexpected temporary revenue shortfalls or unpredicted one-time expenditures. In addition, this policy
is intended to document the appropriate Reserve level to protect the City’s credit worthiness and provide adequate
cash flow based upon the traditional operating cycle. Reserves are accumulated and maintained to provide stability
and flexibility to respond to unexpected adversity and/or opportunities and to minimize the costs associated with shortterm cash borrowing. Standard & Poor’s Global Rating Services and Moody’s Investors Service analysis in addition
to Government Finance Officers Association (GFOA), recommends the establishment of a formal fund balance policy
because they “minimize political considerations of adequate reserve levels and keep the municipalities more focused
on providing structural balance in their operations.”
This policy will ensure that the City maintains an adequate fund balance in the City’s general fund for the purposes
of:
• Providing sufficient cash flow for daily operations
•

Securing and maintaining a higher investment grade bond rating

•

Offsetting significant economic declines or revenue shortfalls

•

Providing funds to meet unforeseen emergency expenditures

•

Demonstrating a commitment to long-term financial planning objectives

The Governmental Accounting Standards Board (“GASB”) issued Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions (“GASB-54”). One objective of this standard was to improve, including the
understandability, the usefulness of fund balance information by providing clear fund balance classifications.
GASB-54 abandoned the reserved, unreserved, and designated classifications of fund balance and replaced them
with five classifications: nonspendable, restricted, committed, assigned, and unassigned.
GASB-54 requires local governments to focus on the constraints imposed upon resources when reporting fund
balance in governmental funds. The fund balance classifications indicate the level of constraints placed upon how
resources can be spent and identify the sources of those constraints. The following five classifications serve to
inform readers of the financial statements of the extent to which the City is bound to honor constraints on the
specific purposes for which resources in a fund can be spent.
For clarification purposes, the terms GAAP fund balance and budgetary fund balance are distinguished in two
different uses of the same term. Budget professionals commonly use this same term to describe the net position of
governmental funds calculated on a government’s budgetary basis. While in both cases fund balance is intended to
serve as a measure of the financial resources available in a governmental fund; it is essential that differences
between GAAP fund balance and budgetary fund balance be fully appreciated.1
For the intentions of this policy, budget fund balance will represent net cash position and cash receivables. However,
GAAP fund balance must be recognized for Governmental Fund and GASB-54 purposes.

Definitions
Fund Balance Reporting in Governmental Funds
Nonspendable Fund Balance – Fund balance reported as “nonspendable” represents fund balance that is:
(a) not in a spendable form such as prepaid items; or
(b) legally or contractually required to be maintained intact such as an endowment.
Classification - Non-spendable amounts will be determined before all other classifications and consist of the following
items (as applicable in any given fiscal year):
a.
The City will maintain a fund balance equal to the balance of any long-term outstanding
balances due from others (including other funds of the City),
b.
The City will maintain a fund balance equal to the value of inventory balances and prepaid
items (to the extent that such balances are not offset with liabilities and actually result in
fund balance),
c.
The City will maintain a fund balance equal to the corpus (principal) of any permanent
funds that are legally or contractually required to be maintained in-tact, and
d.
The City will maintain a fund balance equal to the balance of any land or other nonfinancial assets held for sale.
Restricted Fund Balance – Fund balance reported as “restricted” consists of amounts that can be spent only on the
specific purposes stipulated by law, enabled legislation or by the external providers of those resources. An example
would be debt reserve funds as established by debt covenant or other funds established by laws or legislation.
Committed Fund Balance – Fund balance reported as “committed” are self-imposed limitations set in place prior to
the end of the fiscal period. These amounts can be used only for the specific purposes determined by a formal action
of the City Commission, which is the highest level of decision-making authority, and that require the same level of
formal action to remove the constraint. An example would be committing hotel/motel tax funds for future construction
of a Visitor's Center.
Authority to Commit - Commitments will only be used for specific purposes pursuant to a formal
action of the City Council. The action to commit funds must occur prior to fiscal year-end, to report
such commitments in the balance sheet of the respective period, even though the amount may be
determined subsequent to fiscal year-end. A vote is required to approve a commitment and a
majority vote is required to remove a commitment.
Assigned Fund Balance – Fund balance reported as “assigned” consists of amounts that are subject to a purpose
constraint that represents an intended use established by the City Commission or by their designated body or official.
The City Commission has hereby authorized the City Manager as the official to assign fund balance to a specific
purpose. The purpose of the assignment must be narrower than the purpose of the General Fund. Formal action is not
necessary to impose, remove, or modify a constraint in Assigned Fund Balance. Additionally, this category is used to
reflect the appropriation of a portion of existing fund balance to eliminate a projected deficit in the subsequent year’s
budget. An example would be encumbrances (i.e. Purchase Orders) for purchase of goods, supplies and/or construction
services.
Authority to Assign - The City Commission delegates the responsibility to assign funds not to exceed
$50,000 to the City Manager or their designee to be used for specific purposes. City Council shall
have the authority to assign any amount of funds to be used for specific purposes. Such assignments

cannot exceed the available (spendable, unrestricted, uncommitted) fund balance in any particular
fund. The assignments may occur subsequent to fiscal year-end.
Unassigned Fund Balance – Fund balance reported as “unassigned” represents the residual classification of fund
balance and includes all spendable amounts not contained within the other classifications. An example would be
spendable funds not classified as non-spendable, restricted, committed or assigned.
Authority
The Canyon City Commission is responsible for the approval of financial policies which establish and direct the
operations of the City of Canyon. The City Manager is responsible for carrying out the policy directives of the City
Commission and managing the day-to-day operations of the executive departments, including the Department of
Finance. This policy shall be administered on behalf of the City Manager by the Director of Finance.
Monitoring Performance
The City will measure its compliance with this policy on an annual basis during the City’s budgeting process. During
the course of the fiscal year the Department of Finance shall closely monitor the City’s revenues and expenditures to
ensure Reserves are not used beyond any planned usage. If the target level of Reserves is not met at fiscal year-end or
is not likely to be met at any point within a ten-year time horizon, then during the annual budget process a plan to
replenish the Reserve levels will be developed by collaboration among affected departments and the Department of
Finance based on the requirements outlined in this policy.
Periodic Review of the Targets – At a minimum, during the annual financial planning/budget process staff shall review
the current and ten-year projected Reserves to ensure that they are appropriate given the economic and financial risk
factors the City is subject to.
Funding the Reserves
Funding of Reserve (unassigned fund balance) targets will generally come from excess revenues over expenditures or
one-time revenues.
Excess of Reserves
In the event Reserves exceed the minimum balance requirements, at the end of each fiscal year, any excess Reserves
may be used in the following ways:
1. Fund long-term accrued liabilities, including but not limited to debt service, pension liability, and other
postemployment benefits (for example, OPEB liability) as directed and approved within the long-term
financial plan and the annual budget ordinance. Priority will be given to those items that relieve budget or
financial operating pressure in future periods;
2. Appropriated to lower the amount of bonds or debt service payments (all forms of debt);
3. Increase the pay-as-you-go contributions needed to fund capital projects in the City’s Capital Improvement
Plan;
4. Increase the contributions needed to fund equipment in the City’s Capital Equipment Fund;
5. One-time expenditures that do not increase recurring operating costs that cannot be funded through current
revenues. Emphasis will be placed on one-time uses that reduce future operating costs; or
6. Start-up expenditures for new programs, provided that such action is approved by the City Council and is
considered in the context of multi-year projections of revenue and expenditures as prepared by the
Department of Finance.

Designated Reserves
The following fund reserves are utilized by the City of Canyon:
• General Fund Reserve
• General Fund CIP
• Utility Fund Reserve

General Fund Reserve
Components of the Reserve:
•

•

Operating Expenses – The City will maintain a Budget Fund Balance in the General Fund equivalent to, at a
minimum, twenty-five percent (25%) of regular ongoing operating expenditures (equivalent to 3 months)
and, at a maximum, thirty-five percent (35%) of regular ongoing operating expenditures. For the purposes of
this policy, current fiscal year’s actual expenditures will exclude significant non-recurring items. 1
Debt Service – In addition to the aforementioned reserve for operating expenses, the City will maintain a
minimum level of Fund Balance in the General Fund equal to debt service payments due within the next 6
months.2

General Fund Capital
Components of the Reserve:
•

Capital Funding – The City will begin funding the General Capital Improvement Fund to, at a minimum,
fully fund the General Fund projects (excludes other Funds-Utility, Golf, etc.) identified in the first year of
the City’s Five-Year Capital Improvement Plan and, at a maximum, to fund all General Fund projects
identified in the plan. For the purposes of this policy, any projects to be financed by new debt will be excluded
from this calculation. 3

Utility Fund Reserve
Components of the Reserve:
•

•

•

Operating Expenses – The City will maintain a Budget Fund Balance in the Utility Fund equivalent to, at a
minimum, twenty-five percent (25%) of regular ongoing operating expenditures and, at a maximum, thirtyfive percent (35%) of regular ongoing operating expenditures. For the purposes of this policy, current fiscal
year’s actual expenditures will exclude significant non-recurring items and depreciation expense. 5
Capital Funding – In addition to the aforementioned reserve for operating expenses, the City will maintain a
Budget Fund Balance in the Utility Capital Improvement Fund to, at a minimum, fully fund the Utility Fund
projects identified in the first year of the City’s Five-Year Capital Improvement Plan and, at a maximum, to
fund the first two years identified in the plan. For the purposes of this calculation, any projects to be financed
by new debt will be excluded. 6
Debt Service – The City will maintain a minimum level of Fund Balance in the Utility Fund equal to debt
service payments due within the next 6 months. 2

Designated Circumstances
The minimum reserves (unassigned fund balance) may be spent under these circumstances:
• Natural disasters, including but not limited to tornados, fire or flood.

•
•
•
•

Opportunities for a grant in which the matching portion may require a portion of the minimum unassigned
fund balance.
Shortfall in the budgeted revenue in excess of 20%.
Unforeseeable expenditures in excess of 20% over budget.
When unforeseen circumstances or emergencies in another fund require a fund transfer from the General
Fund.

Replenishment of Reserves
1.
2.

When designated circumstances have reduced the reserve balance below the targeted minimum level, the
replenishment is to occur within 12 months.
Depending on the severity of the reduction of the minimum reserve the following measures will be taken to
replenish the reserve fund balance:
a. Should calculations reveal that the minimum reserve balance will be replenished through normal
activity within the next 12 months no action is necessary
b. Reduction of expenditures
c. Delay of capital purchases
d. Increase in fees and/or taxes
e. Salary freeze
f. Hiring freeze

References / Sources / Justification
1

The Government Finance Officers Association (GFOA) recommends, at a minimum, that general purpose
governments, regardless of size, maintain unrestricted budgetary fund balance in their general fund of no less than
two months of regular general fund operating revenues or regular general fund operating expenditures. GFOA
acknowledges that a government’s particular situation may require a level of unrestricted fund balance (aka
reserves) in the general fund significantly in excess of this recommended minimum level. The City of Canyon
utilizes expenditures as a basis for its minimum calculation because it is more predictable than revenues. The City
has established a higher three-month (25%) minimum balance based upon (1) the unpredictability of its revenues,
sales tax revenue in particular, (2) the perceived exposure to significant one-time outlays, such as natural disasters,
(3) the potential drain upon general fund resources from other funds, (4) the potential impact on the City’s bond
ratings, and (5) existing commitments and assignments for pension fund liability, reliever route maintenance, etc.

2

The Municipal Securities Rulemaking Board (MSRB) states that a typical debt service reserve fund requirement
might be a fixed percent of the outstanding par value or the maximum annual debt service of the issue(s). The
City of Canyon has chosen to go with the latter.

3

Best practice established by the City of Fort Worth, Texas in their 2014-15 Financial Management Policy
Statements.

4

GFOA’s A Risk-Based Analysis of General Fund Reserve Requirements, May 2013. This factor concerns the
extreme events (e.g., natural disasters) the City is vulnerable to, the public safety programs that must be funded
during the occurrence of an extreme event, and the federal or state programs that would help and how long it
would take to get assistance. For example, reimbursement from the Federal Emergency Management Agency
(FEMA) does not always occur right away, so it is important to have reserves to absorb the cost in the meantime,
and FEMA does not necessarily reimburse 100 percent of the cost of responding to an event.

5

GFOA’s Determining the Appropriate Levels of Working Capital in Enterprise Funds (Best Practice)
recommends that governments develop a target amount of working capital that best fits local conditions for each
fund, starting with a baseline of ninety (90) days of working capital and then adjusting the target based on the
particular characteristics of the enterprise fund in question. The City of Andrews has set a higher minimum based

upon the following considerations: (1) large peaks and valleys in cash position during the year, (2) volatility in
demand for services, and (3) difficulty in raising rates and revenues.
6

The City of Canyon Fiscal Principles & Policies states “The City maintains a pay-as-you-go philosophy regarding
capital expenditures.”

A Snapshot of Targeted Reserves vs Actual
Minimum
2020 Target

Maximum
2020 Target

Actual 3/31/20

Reserve
General Fund
Debt Service Amount (restricted)
General Fund CIP

$ 2,763,890 (25%)
$ 192,150 (50%)

Utility Fund
Debt Service Amount (restricted)

$2,014,350 (25%)
$0

Total Funds Balance (less restricted)

$ 4,778,240

$6,689,535

$5,727,676

Total Funds Balance

$ 4,970,390

$6,689,535

$6,044,825

$ 3,869,445 (35%)
No Maximum

$2,763,890
$317,149
$949,436

$2,820,090 (35%)
$0

$2,014,350
$0

RESOLUTION NO. 13-2020

A RESOLUTION OF THE CITY COMMISSION OF
THE CITY OF CANYON, TEXAS, ADOPTING THE
CITY OF CANYON’S COMPREHENSIVE FUND
BALANCE AND RESERVE POLICY
WHEREAS, the Government Finance Officers Association (GFOA) recommends that a
municipality establish a policy with respect to an appropriate level of unrestricted Fund Balance
in the General Fund.; and,
WHEREAS, City staff has reviewed GASB-54 and recommends specific improvements be made
to increase compliance with Accounting Standards; and,
WHEREAS, City staff has begun to take steps to improve the City’s Bond Rating to obtain lowinterest debt, a policy with the established standards will help improve our Credit Rating with
S&P; and,
WHEREAS, the City Commission of the City of Canyon, Texas, desiring to have a firm financial
foundation for economic stability and to maintain a prudent level of financial resources, concurs
with staff’s recommendation and finds that it is in the public interest to adopt said Policy as
hereinafter attached; and,
WHEREAS, the City Commission of the City of Canyon, Texas, hereby authorizes that this policy
shall be administered on behalf of the City Manager by the Director of Finance and will be
responsible for the reservation of City funds in accordance with the rules governing the Policy.
NOW THEREFORE, BE IT RESOLVED BY THE CITY COMMISSION OF THE CITY
OF CANYON, TEXAS:
SECTION 1:
That, the findings set out in the preamble are in all things hereby approved.
SECTION 2:
That, the Comprehensive Fund Balance and Reserve Policy dated May 2020 be approved
as the Comprehensive Fund Balance and Reserve Policy of the City of Canyon.
SECTION 3:
That, this Resolution and its authorization shall be effective immediately upon its passage
and shall continue in full force and effect as it is amended, revoked, or superseded by the
City commission of the City of Canyon, Texas; and until the participating institution
receives a copy of any such amendment or revocation.
PASSED, APPROVED, AND ADOPTED, on this the 18th day of May, 2020, at a regular
meeting of the City commission of the City of Canyon, Texas which meeting was held in
Resolution No. 13-2020
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compliance with the Open Meetings Act, Tex Gov’t Code, §551.001, et.seq. at which meeting a
quorum was present and voting.

____________________________
Gary Hinders, Mayor

ATTEST:

____________________________
Gretchen Mercer, City Secretary

Resolution No. 13-2020
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REGARDING ITEM 8

AGENDA

To:

Joe Price, City Manager

From:

Joel Wright, Director of Finance

Date:

May 18, 2020

Re:

Consider and Take Appropriate Action on March 31, 2020 Finance Report by
Finance Director Joel Wright

I have prepared financial statements for the major governmental and enterprise funds of the City
of Canyon as follows:
Governmental Funds - Balance Sheet and Schedule of Revenues, Expenditures and
Changes in Fund Balance – Budget and Actual:
• General Fund
• Debt Service Fund
Enterprise Funds - Balance Sheet and Schedule of Revenues, Expenditures and Changes
in Net Position – Budget and Actual
• Water & Sewer Fund
• Golf Fund
Key points of the financial statements (government-wide) as of and for the six months ended
March 31, 2020 are:
•

•

•

•

•

General Fund: Total assets = $6,296,206
Fund balance – unassigned = $5,727,676
Total revenues = $6,072,960, $72,567 over budget
Sales tax revenue=$1,237,363, $10,637 under budget
Total expenditures - $4,861,346, $751,194 under budget
Net change in fund balance = $1,561,614 increase
Debt Service Fund: Total assets = $316,807 (majority cash)
Property taxes collected = $433,732
Debt service payments = $313,950 (2016 general obligation bonds)
Water & Sewer Fund: Total assets = $51,883,918
Unrestricted net position = $6,700,321
Total revenues = $5,929,378, $1,905,678 over budget
Total operating expenses= $2,489,972, $104,424 under budget
Golf Fund:
Total assets = $ 1,895,775
Unrestricted deficit = ($3,498,201)
Total revenues = $313,959, $223,531 under budget
Total operating expenses = $650,375, $68,397 under budget
Overall: Cash and Cash equivalents is $ 9,160,740

City of Canyon

AGENDA

RECOMMENDED MOTION
“I move to approve/not approve the Finance Report for the City of Canyon as of and for the
Six Months Ended March 31, 2020.”

City of Canyon

CITY OF CANYON
BALANCE SHEET
GENERAL FUND
GOVERNMENTAL FUND
MARCH 31, 2020 AND SEPTEMBER 30, 2019

ASSETS
Cash and cash equivalents
Accounts receivables, net
Tax receivable, net
Due from other funds
Due from CEDC
Due from other governments
Prepaid items
Total assets
LIABILITIES
Accounts payable
Due to other funds
Payable to other governments
Accrued expenses
Total liabilities
DEFERRED INFLOWS OF RESOURCES
Unavailable revenues
FUND BALANCES
Nonspendable:
Prepaid items
Restricted:
By enabling legislation for special projects
Assigned to:
Special projects
Unassigned
Total fund balances
Total liabilities, deferred inflows of
resources, and fund balances

03/31/2020

9/30/2019

$ 2,260,111
692,224
21,252
2,910,932
12,566
399,121
-

$ 2,119,717
709,272
21,252
2,102,173
12,566
399,121
11,486

$ 6,296,206

$ 5,375,587

$

$

10,287
78,627
66,074
7,624

227,718
479,159
89,106
7,624

162,612

803,607

161,147

161,147

-

11,486

36,887

36,887

207,884
5,727,676

207,884
4,154,576

5,972,447

4,410,833

$ 6,296,206

$ 5,375,587

CITY OF CANYON
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
GOVERNMENTAL FUND
For the Six Months Ended March 31, 2020

REVENUES
Taxes:
Property taxes
Sales tax
Franchise fees
Mixed beverage tax
Licenses and fees
Fines and forfeitures
Intergovernmental
Charges for services
Interest earnings
Grants and donations
Other
Total revenues
EXPENDITURES
Current:
General government
Public safety
Highways and streets
Culture and recreation
Conservation and development
Sanitation
Debt service:
Principal & interest
Capital outlay
Total expenditures
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES)
Transfers in
Total other financing sources (uses)
NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING
FUND BALANCE - ENDING

Budget
Six Months
Ended
03/31/2020

Actual
Six Months
Ended
03/31/2020

$ 2,706,660
1,248,000
460,000
15,000
50,250
127,550
326,686
1,029,750
6,500
-

$ 2,770,880
1,237,363
344,175
16,147
64,626
167,698
308,786
1,067,003
15,012
23,609

30,000

57,661

27,661

6,000,396

6,072,960

72,564

623,029
2,321,863
578,928
1,070,304
129,691
722,787

602,215
2,176,998
303,254
818,730
123,034
587,498

20,814
144,865
275,674
251,574
6,657
135,289

24,990
140,948
5,612,540

181,480
68,137
4,861,346

(156,490)
72,811
751,194

387,856

1,211,614

823,758

428,619

350,000

(78,619)

428,619

350,000

(78,619)

816,475

1,561,614

745,139

4,410,833
$ 5,227,308

4,410,833
$ 5,972,447

745,139

Variance

$

$

64,220
(10,637)
(115,825)
1,147
14,376
40,148
(17,900)
37,253
8,512
23,609

CITY OF CANYON
BALANCE SHEET
DEBT SERVICE FUND
GOVERNMENTAL FUND
MARCH 31, 2020 AND SEPTEMBER 30, 2019

03/31/2020
ASSETS
Cash and cash equivalents
Due from other funds
Total assets

9/30/2019

$

316,807
342

$

196,681
342

$

317,149

$

197,023

LIABILITIES
Total liabilities

$

FUND BALANCES
Assigned to:
Debt service
Total fund balances
Total liabilities, deferred inflows of
resources, and fund balances

$

-

$

-

317,149

197,023

317,149

197,023

317,149

$

197,023

CITY OF CANYON
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
DEBT SERVICE FUND
GOVERNMENTAL FUND
For the Six Months Ended March 31, 2020

REVENUES
Taxes:
Property taxes
Interest earnings

Budget
Six Months
Ended
03/31/2020

Actual
Six Months
Ended
03/31/2020

$

$

-

433,732
344

Variance

$

433,732
344

-

434,076

434,076

EXPENDITURES
Debt service:
Principal
Interest and other charges

-

240,000
73,950

(240,000)
(73,950)

Total expenditures

-

313,950

(313,950)

-

120,126

120,126

Total revenues

NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING
FUND BALANCE - ENDING

197,023

197,023
$

197,023

$

317,149

$

120,126

CITY OF CANYON
BALANCE SHEET
WATER & SEWER FUND
ENTERPRISE FUND
MARCH 31, 2020 AND SEPTEMBER 30, 2019

03/31/2020
ASSETS
Current assets:
Cash and cash equivalents
Restricted cash for construction
Receivables, net
Due from other funds
Intergovernmental receivables
Inventories

$ 5,640,363
435,876
1,123,097
962,324
64,469
33,032

9/30/2019

$

2,415,831
727,858
1,121,700
1,369,249
71,726
33,300

8,259,161

5,739,664

5,054,012
7,511,177
340,099
12,232,783
3,239,153
35,528,840
(20,281,307)

5,054,012
6,003,275
340,099
12,232,783
3,239,153
35,528,840
(19,780,631)

Total noncurrent assets

43,624,757

42,617,531

Total assets

51,883,918

48,357,195

86,454
120,535
258,455
2,234

86,454
120,535
258,456
2,234

467,678

467,679

376,495
1,089
29,628
223,710
12,329
273,905

576,912
1,089
29,628
52,092
12,329
268,840

Total current assets
Noncurrent assets:
Capital assets:
Land
Construction in progress
Buildings and improvements
Improvements other than buildings
Equipment
Infrastructure
Less accumulated depreciation

DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on refunding
Deferred pension contributions
Deferred pension deficient earnings
Deferred OPEB contributions
Total deferred outflows of resources
LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Accrued interest
Due to other funds
Unearned revenues
Customer deposits

CITY OF CANYON
BALANCE SHEET
WATER & SEWER FUND
ENTERPRISE FUND
MARCH 31, 2020 AND SEPTEMBER 30, 2019

03/31/2020
Compensated absences - current
Note payable - current
Certificates of obligation payable - current

9/30/2019

9,700
122,079
814,033

9,700
783,227

1,862,968

1,733,817

87,169
746,608
390,813
1,287,203

87,169
746,608
390,813
-

8,000,227

8,814,260

Total noncurrent liabilities

10,512,020

10,038,850

Total liabilities

12,374,988

11,772,667

136,604
4,815

136,604
4,815

141,419

141,419

33,534,783
6,700,321

33,534,783
3,376,005

$ 40,235,104

$ 36,910,788

Total current liabilities

Noncurrent liabilities:
Accrued compensated absences
Net pension liability
Other post-employment benefit obligations
Note payable - net of current portion
Certificates of obligation payable - net of current
portion

DEFERRED INFLOWS OF RESOURCES
Pension economic/demographic gains
OPEB economic/demographic gains
Total deferred inflows of resources
NET POSITION
Net investment in capital assets
Unrestricted
Total net position

CITY OF CANYON
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN NET POSITION - BUDGET AND ACTUAL
WATER AND SEWER FUND
ENTERPRISE FUND
For the Six Months Ended March 31, 2020
Budget
Six Months
Ended
03/31/2020
OPERATING REVENUES:
Charges for services:
Water sales
Sewer charges
Permits and licenses
Lease and other income
Total revenues
OPERATING EXPENSES:
Personnel costs
Supplies and contractual services
Depreciation
Intercity charges
Total operating expenses
OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES):
Investment earnings
Interest and fiscal charges
Total nonoperating revenues (expenses)
INCOME (LOSS) BEFORE TRANSFERS
TRANSFERS
CHANGE IN NET POSITION
NET POSITION - BEGINNING
NET POSITION - ENDING

$

2,575,000
1,426,000
8,800

Actual
Six Months
Ended
03/31/2020

$

2,451,003
3,453,588
7,550

Variance

$

(123,997)
2,027,588
(1,250)

13,900

17,237

3,337

4,023,700

5,929,378

1,905,678

890,156
1,646,763
57,477

802,247
1,134,749
500,676
52,300

87,909
512,014
(500,676)
5,177

2,594,396

2,489,972

104,424

1,429,304

3,439,406

2,010,102

5,000
(622,738)

34,734
(149,824)

29,734
472,914

(617,738)

(115,090)

502,648

811,566
(606,136)

3,324,316

2,512,750

(400,000)

205,430

2,924,316

36,910,788

36,910,788

$ 37,722,354

$ 40,235,104

206,136
2,718,886
$

2,512,750

CITY OF CANYON
BALANCE SHEET
GOLF FUND
ENTERPRISE FUND
MARCH 31, 2020 AND SEPTEMBER 30, 2019

03/31/2020
ASSETS
Current assets:
Cash and cash equivalents
Due from other funds
Inventories
Total current assets
Noncurrent assets:
Capital assets:
Land
Buildings and improvements
Improvements other than buildings
Equipment
Infrastructure
Less accumulated depreciation

$

192,214
156,911
137,529
486,654

9/30/2019

$

65,675
156,911
137,529
360,115

397,138
460,018
709,452
1,248,276
720,958
(2,126,721)

397,138
460,018
709,452
1,248,276
720,958
(2,031,236)

Total noncurrent assets

1,409,121

1,504,606

Total assets

1,895,775

1,864,721

33,549
34,882
79,095
907

33,549
36,249
77,728
907

148,433

148,433

101,112
7,937
11,591
3,653,784
2,500
124,281
150,967

119,079
7,937
11,591
3,017,986
19,775
2,500
120,348
146,773

4,052,172

3,445,989

DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on refunding
Deferred pension contributions
Deferred pension deficient earnings
Deferred OPEB contributions
Total deferred outflows of resources
LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Accrued interest
Due to other funds
Due to other governments
Compensated absences - current
Note payable - current
Certificates of obligation payable - current
Total current liabilities

CITY OF CANYON
BALANCE SHEET
GOLF FUND
ENTERPRISE FUND
MARCH 31, 2020 AND SEPTEMBER 30, 2019

03/31/2020

Noncurrent liabilities:
Accrued compensated absences
Net pension liability
Other post-employment benefit obligations
Note payable

9/30/2019

25,127
224,535
121,138
181,501

22,627
224,535
121,138
292,603

758,032

908,999

Total noncurrent liabilities

1,310,333

1,569,902

Total liabilities

5,362,505

5,015,891

41,082
1,955

41,082
1,955

43,037

43,037

Certificates of obligation payable - net of current
portion

DEFERRED INFLOWS OF RESOURCES
Pension economic/demographic gains
OPEB economic/demographic gains
Total deferred inflows of resources
NET POSITION
Net investment in capital assets
Unrestricted (deficit)
Total net position

89,403
(3,498,201)

89,403
(3,135,177)

$ (3,408,798) $ (3,045,774)

CITY OF CANYON
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN NET POSITION - BUDGET AND ACTUAL
GOLF FUND
ENTERPRISE FUND
For the Six Months Ended March 31, 2020
Budget
Six Months
Ended
03/31/2020
OPERATING REVENUES:
Charges for services:
Golf services
Sales of goods
Other income
Total revenues
OPERATING EXPENSES:
Personnel costs
Supplies and contractual services
Depreciation
Intercity charges
Total operating expenses
OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES):
Investment earnings
Interest and fiscal charges
Total nonoperating revenues (expenses)
INCOME (LOSS) BEFORE TRANSFERS
TRANSFERS
CHANGE IN NET POSITION
NET DEFICIT - BEGINNING
NET DEFICIT - ENDING

$

366,250
170,740

Actual
Six Months
Ended
03/31/2020

$

218,208
95,687

Variance

$

(148,042)
(75,053)

500

64

(436)

537,490

313,959

(223,531)

323,305
369,927
25,540

324,357
230,533
95,485
-

(1,052)
139,394
(95,485)
25,540

718,772

650,375

68,397

(181,282)

(336,416)

(155,134)

50
-

51
(26,659)

1
(26,659)

50

(26,608)

(26,658)

(181,232)

(363,024)

(181,792)

205,760

50,000

(155,760)

24,528

(313,024)

(337,552)

(3,045,774)

(3,045,774)

$ (3,227,006) $ (3,408,798) $

(337,552)

CITY OF CANYON
SCHEDULE OF SALES TAX COLLECTIONS
MARCH 31, 2020 AND SEPTEMBER 30, 2019

Month
October
November
December
January
February
March
April
May
June
July
August
September
Total
Less CEDC's 25%

2016-2017
Collections

2017-2018
Collections

2018-2019
Collections

Year-to Date
2019-2020
Collections

227,753
258,016
216,890
262,010
270,864
182,909
201,855
312,853
190,405
207,521
245,043
219,684

231,485
294,952
220,749
225,820
320,829
220,711
260,761
331,122
217,963
230,351
264,752
230,520

235,520
297,762
261,394
242,562
295,203
302,480
229,684
276,064
239,182
248,431
281,787
245,711

253,690
278,470
272,371
266,319
334,436
244,531

2,795,803

3,050,015

3,155,780

1,649,817

(698,951)
2,096,852

(762,504)
2,287,511

(788,945)
2,366,835

(412,454)
1,237,363

REGARDING ITEM 9

AGENDA

To:

Joe Price, City Manager

From:

Joel Wright, Director of Finance

Date:

May 18, 2020

Re:

Consider and Take Appropriate Action on March 31, 2020 Investment Report
by Finance Director Joel Wright

I have prepared a Schedule of Cash & Cash Equivalents as of March 31, 2020, for the City
of Canyon. The accounts are presented by fund.
All cash is deposited with the City’s depository bank, Happy State Bank, in checking accounts,
short-term certificates of deposit or Insured Cash Sweep (ICS) accounts.
A summary of cash, available and designated/restricted, is presented on the second page of the
schedule. Available cash as of March 31, 2020 = $5,675,880
Also presented on the second page of the schedule is the City’s current status with regard to the
required reserve as stated in the Investment Policy. The policy requires the unassigned fund
balance of the City’s General Fund be maintained between 25% and 50% of the current fiscal
year budgeted expenditures for the General Fund. As of March 31, 2020, the unassigned fund
balance was $5,727,676 which is approximately 52% of the budgeted expenditures of the
General fund for fiscal year 2019-2020.
I have prepared a Schedule of Secured Deposits as of March 31, 2020, for the City of Canyon.
Balances of all accounts included in the City’s depository contract with Happy State Bank
totaled $10,145,229 as of March 31, 2020 (Note: this includes the accounts of the CEDC).
The total market value of securities pledged as of March 31, 2020 was $11,283,184.
The cash deposits held by the City of Canyon’s depository bank, Happy State Bank, were
adequately secured by FDIC insurance and securities pledged by the bank for the benefit of the
City of Canyon as of March 31, 2020.

RECOMMENDED MOTION
“I move to approve/not approve the Investment Report for the City of Canyon as of March 31,
2020.”

City of Canyon

CITY OF CANYON
SCHEDULE OF CASH & CASH EQUIVALENTS
AND REQUIRED RESERVE
MARCH 31, 2020 AND SEPTEMBER 30, 2019
Interest
Rate at
03/31/2020
Cash and cash equivalents
General Fund:
Secured by bank pledged securities:
Bank account - checking
Certificates of deposit (6 - 12 month terms)
CD #4758
CD #4895
CD #5076
CD #4970

0.14%

03/31/2020

$

1.07%
1.07%
1.07%
1.26%

Cash drawers

$

243,175

152,655
518,343
152,483
154,902

151,847
515,599
151,677
153,938

1,348,256

1,216,236

1.47%

910,940

902,566

n/a

915

915

$ 2,260,111

$ 2,119,717

Total secured by bank pledged securities
Insured Cash Sweep (ICS) account

369,873

9/30/2019

Total cash and cash equivalents - General Fund
Debt Service Fund:
Secured by bank pledged securities:
Bank account - checking

0.14%

$

316,807

$

196,681

Water & Sewer (Utility) Fund:
Secured by bank pledged securities:
Bank account - checking

0.14%

$

870,957

$

154,610

Insured Cash Sweep (ICS) account

4,769,406

2,261,221

Total cash and cash equivalents

$ 5,640,363

$ 2,415,831

Restricted cash - 2012 certificates of obligation proceeds
Secured by bank pledged securities:
Bank account - checking
0.14%

$

$

Insured Cash Sweep (ICS) account

1.47%

1.47%

Total restricted cash
Golf Fund:
Secured by bank pledged securities:
Bank account - checking
Cash drawers
Total cash and cash equivalents

0.14%

32,356
403,520

93,930
633,928

$

435,876

$

727,858

$

191,914

$

65,375

n/a

300
$

192,214

300
$

65,675
Continued

CITY OF CANYON
SCHEDULE OF CASH & CASH EQUIVALENTS
AND REQUIRED RESERVE
MARCH 31, 2020 AND SEPTEMBER 30, 2019
Continuation
Interest
Rate at
03/31/2020
Cash and cash equivalents
Capital Fund:
Secured by bank pledged securities:
Bank account - checking

0.14%

Summary:
Total Cash and Cash Equivalents - All Funds
Less: Restricted Cash
Designated for waste water treatment plant improvements
Utility Fund AMI project loan proceeds
Debt service - 2016 general obligation bonds
Restricted cash - 2012 certificates of obligation proceeds
Total available cash & cash equivalents

03/31/2020

$

315,369

$ 9,160,740
(1,950,000)
(782,177)
(316,807)
(435,876)
$ 5,675,880

9/30/2019

$

556,927

$ 6,082,689
(196,681)
(727,858)
$ 5,158,150

Required reserve (per current Investment Policy): Unassigned General Fund fund balance to be
maintained between 25% and 50% of General Fund budgeted expenditures for the fiscal year.
General Fund 2019-2020 budgeted expenditures - total

$ 11,055,559

25% of budgeted expenditures
50% of budgeted expenditures
General Fund Unassigned Fund Balance

$ 2,763,890
$ 5,527,780
52%

$ 5,727,676

Comment: The unassigned fund balance of the General Fund is within the
acceptable range as required by the current Investment Policy
as of March 31, 2020.

CITY OF CANYON
SCHEDULE OF SECURED DEPOSITS
MARCH 31, 2020 AND SEPTEMBER 30, 2019

Cash and cash equivalents
Checking accounts and short-term certificates of deposit
secured by Happy State Bank pledged securities:
City of Canyon:
General Fund
Checking account
Certificates of deposit
Debt Service Fund - checking account
Water & Sewer (Utility) Fund -checking account
Water & Sewer (Utility) Fund - restricted
Golf Fund - checking account
Capital Fund - checking account
Board of City Development - checking account
Emergency Management Fund - checking account
LEOSE Fund - checking account
Library Gifts & Memorials Fund - checking account
D-FY-IT Fund - checking account
Total City of Canyon
Canyon Economic Development Corporation
CEDC - checking account
CEDC Marketing & Promotions - checking account
CEDC - certificate of deposit
Total CEDC
Total deposits secured by pledged securities

Bank Account
Balance
03/31/2020

Bank Account
Balance
9/30/2019

$

$

369,873
978,383
316,807
870,874
32,356
191,914
315,369
24,213
6,332
11,879
3,577
564
3,122,141

461,001
973,062
196,681
405,520
93,930
56,679
556,927
69,255
7,128
9,798
3,010
562
2,833,553

656,114
160,830
59,802
816,944
3,939,085

697,611
124,201
59,470
821,812
3,655,365

910,939
4,769,406
403,521
6,083,866

902,566
2,261,221
633,928
3,797,715

$

121,018
3,918,733
7,574,098

$

11,871,664

Insured Cash Sweep (ICS) and CDARS accounts
secured by FDIC-insured institutions
City of Canyon:
General Fund - ICS account
Water & Sewer (Utility) Fund - ICS account
Water & Sewer (Utility) Fund - restricted - ICS account
Total City of Canyon
Canyon Economic Development Corporation
CDARS account
Total FDIC-insured deposits
Total deposits

$

122,278
6,206,144
10,145,229

Securities Pledged by Happy State Bank for City of Canyon
Total market value of pledged securities (see attached)

$

11,283,184

Comment: The cash deposits held by the City of Canyon's depository bank, Happy
State Bank, were adequately secured by securities pledged by the
bank for the benefit of the City of Canyon as of March 31, 2020
and September 30, 2019.

REGARDING ITEM 10

AGENDA

To:

Mayor and City Commission

From:

Chuck Hester, City Attorney

Date:

May 18, 2020

Re:

Consider and Take Appropriate Action on Resolution 11-2020, Ratifying and
Extending the First Amended Declaration of Disaster Order by the Mayor of
the City of Canyon of March 30, 2020.

In our efforts to track the various executive orders issued from Austin, I recommend approval
of Resolution __-2020. The continuation of our state of public health emergency consistent
with the executive orders will impact governmental immunity issues as well as the possible
reimbursement of funds expended in the COVID-19 mitigation efforts.
Approval is recommended.
RECOMMENDED MOTION
“I move to approve/deny the Resolution Ratifying and Extending the First Amended
Declaration of Disaster Order by the Mayor of the City of Canyon of March 30, 2020.”

City of Canyon

RESOLUTION NO. 11-2020
A RESOLUTION OF THE CITY COMMISSION OF
THE CITY OF CANYON RATIFYING AND
EXTENDING THE FIRST AMENDED DECLARATION
OF DISASTER BY THE MAYOR OF THE CITY OF
CANYON IN RESPONSE TO STATEWIDE EPIDEMIC
OF COVID-19 CONSISTENT WITH GOVERNOR’S
EXECUTIVE ORDER GA-21.
WHEREAS, the President of the United States declared a state of emergency related to a
nationwide epidemic of COVID-19 which threatens the entire country; and,
WHEREAS, the Governor of Texas declared a state of emergency relating to the epidemic of
COVID-19 which threatens the State of Texas; and,
WHEREAS, the Texas Department of State Health Services jointly with the Governor declared a
statewide health disaster; and,
WHEREAS, the Mayor of Canyon, acting pursuant to TEX. GOV’T CODE §418.108, declared a
state of disaster within the City of Canyon on March 18, 2020; and,
WHEREAS, the Mayor of Canyon signed a First Amended Declaration of Disaster on March 30,
2020;
NOW, THEREFORE, BE IT RESOLVED BY THE CITY COMMISSION OF THE CITY
OF CANYON;
SECTION 1:
To the extent consistent with GA-21, the First Amended local disaster declaration by the
Mayor on March 30, 2020 is extended to May 19, 2020 at which time the Governor has
planned to initiate the next phase of the plan to reopen business in Texas; and,
SECTION 2:
The Mayor or in his absence the Mayor Pro Tem is designated to carry out the duties
required by Executive Order GA-21 or other provisions of Texas law.
SECTION 3:
To the extent public funds are required and lawfully appropriated for such purpose the
expenditure of such funds shall be exempt from the competitive bidding procedure
generally required by TEX. LOC. GOV’T CODE §252.021 pursuant to TEX. LOC. GOV’T CODE
§252.022 (a)(1) and (2) for the duration of the local disaster declaration.
SECTION 4:
The provisions of the Emergency Management Plan required and authorized by §92.03 of
the Code of Ordinances are in effect as of the date of the adoption of this resolution. The
penalty for violations as set forth in code section 92.99 are now in effect.
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Adopted May 18, 2020.
CITY OF CANYON, TEXAS
________________________________
GARY HINDERS, Mayor
ATTEST:
______________________________
Gretchen Mercer, City Secretary

Page 2 of 2

REGARDING ITEM 11

AGENDA

To:

Honorable Mayor and City Commission

From:

Joe Price, City Manager

Date:

May 18, 2020

Re:

Second of Three Required Readings of Ordinance No. 1125 First Amendment
to Atmos Energy Franchise Agreement.

On January 31st, 2011, the City Commission approved Ordinance No. 932, granting a Franchise
to Atmos Energy for a term of fifteen (15) years. In Section 4 of this Ordinance, the franchise
fee has remained at three (4) percent to all customers receiving electric service within the city
limits. The adoption of the previous Ordinance did not include an increase in the franchise fee
above four (4) percent (5% being the max allowable by law).
Our current Franchise Ordinance doesn’t expire until March 2026. However, we have an
opportunity to provide an amendment to the Franchise Agreement, by increasing the percentage
for gross receipts.
The original Ordinance (932) will continue and the Amendment will add five (5) more years to
the expiration year (going from 2026 to 2031) for the franchise to operate and maintain a gas
system within the corporate limits of Canyon. Additionally, the proposed Ordinance
Amendment will grant a new 5 percent (currently 4%; moving to 5%) franchise fee.
According to the Canyon Home Rule Charter Section 3.17, the City Commission must have
three (3) full readings of the Franchise Agreement Amendment before they can take official
action on the agreement. Additionally, the Franchise Agreement calls for a Public Hearing.
Reading Dates:
Monday, May 4th, 2020 – First Reading
Monday, May 18, 2020 – Second Reading
Monday, June 1, 2020 – Final Reading, Public Hearing and Official Vote
The City’s General Fund currently receives approximately $110,000 to $140,000 per year in
franchise fees from Atmos for the use of the City’s public right-of-ways, staff anticipates an
increase of $35,000 per 2019’s gross revenue (new total: 2019 amount: $140,000 plus $35,000
= $175,000 in revenue.
All reading requirements will need to be met before we can take action on Ordinance No.
1125.
Second Reading Only, no action necessary until the Third Reading.

City of Canyon

City of Canyon TX

Period
1Q-19
2Q-19
3Q-19
4Q-19
1Q-20

$
$
$
$
$

Revenue
954,682.25
460,456.25
372,915.50
725,060.00
967,990.50

Total $

3,481,104.50

Rate
4%
4%
4%
4%
4%
4%

Franchise Fee Paid
Estimated Franchise
Based on 4% Rate Rate Fee Based on 5% Rate
$
38,187.29
5% $
47,734.11
$
18,421.85
5% $
23,022.81
$
14,916.62
5% $
18,645.78
$
29,002.40
5% $
36,253.00
$
39,719.62
5% $
48,399.53
5% $
$

140,247.78

$

174,055.23

ORDINANCE NO. 1125
AN ORDINANCE OF THE CITY OF CANYON,
RANDALL COUNTY, TEXAS, AMENDING THE
EXISTING GAS FRANCHISE BETWEEN THE CITY
AND ATMOS ENERGY CORPORATION, (A TEXAS
AND VIRGINIA CORPORATION, WITH ITS
PRINCIPAL OFFICE IN THE CITY OF DALLAS,
DALLAS COUNTY TEXAS), TO PROVIDE FOR A
DIFFERENT CONSIDERATION; PROVIDE FOR A
DIFFERENT EXPIRATION DATE; PROVIDING AN
EFFECTIVE DATE; PROVIDING FOR ACCEPTANCE
BY ATMOS ENERGY CORPORATION; FINDING
AND DETERMINING THAT THE MEETING AT
WHICH THIS ORDINANCE IS PASSED IS OPEN TO
THE PUBLIC AS REQUIRED BY LAW.
WHEREAS, Atmos Energy Corporation (“Atmos Energy” or “Company”), is engaged in the
business of furnishing and supplying gas to the general public in the City of Canyon (“City”),
including the transportation, delivery, sale, and distribution of gas in, out of, and through the City
for all purposes, and is using the public streets, alleys, grounds and rights-of-ways within the City
for that purpose under the terms of Ordinance No. 932, as amended by Ordinance 967, heretofore
duly passed by the governing body of the City and duly accepted by Company; and,
WHEREAS, the City and Atmos Energy desire to amend said franchise ordinance to provide for
a different consideration and expiration date;
NOW, THEREFORE, BE IT ORDAINED BY THE CITY COMMISSION OF THE CITY
OF CANYON;
SECTION 1:
In Section 2.1 of Ordinance No. 932, the termination date of the franchise ordinance
heretofore duly passed by the governing body of the City and duly accepted by the
Company is hereby changed to March 31, 2031.
SECTION 2:
In Section 4.1 of Ordinance No. 932, the consideration payable by Atmos Energy for the
rights and privileges granted to Company by the franchise ordinance heretofore duly passed
by the governing body of the City and duly accepted by the Company is hereby changed
to be five percent (5%).
SECTION 3:
In all respects, except as specifically and expressly amended by this ordinance, the existing
effective franchise ordinance heretofore duly passed by the governing body of the City and
duly accepted by Atmos Energy shall remain in full force and effect according to its terms
until said franchise ordinance terminates as provided therein.
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SECTION 4:
This ordinance shall take effect upon the first day of the calendar quarter following its final
passage and Atmos Energy’s acceptance. Atmos Energy shall, within thirty (30) days from
the receipt of this ordinance, file its written acceptance of this ordinance with the Office of
the City Secretary in substantially the following form:
To the Honorable Mayor and City Commission:
Atmos Energy Corporation, acting by and through the undersigned authorized
officer, hereby accepts in all respects, on this the ____ day of ________________,
2020, Ordinance No. __________ amending the current gas franchise between the
City and Atmos Energy Corporation.
Atmos Energy Corporation, West Texas Division

By ________________________________
Philip Littlejohn, Vice President
SECTION 5:
The City shall provide a copy of this Ordinance to Mr. Philip Littlejohn, VP of Rates and
Regulatory Affairs, Atmos Energy Corporation, 6606 66th Street, Lubbock, Texas 79424,
no later than ten (10) business days after its final passage and approval.
SECTION 6:
It is hereby officially found and determined that the meeting at which this Ordinance is
passed is open to the public as required by law and that public notice of the time, place and
purpose of said meeting was given as required.
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READ in accordance with the Canyon Home Rule Charter Section 3.17 by the City Commission
of the City of Canyon, Texas with a quorum of such Commission duly and lawfully assembled
on the first (1st) reading, on the 4th of May, 2020.
CITY OF CANYON, TEXAS
________________________________
GARY HINDERS, Mayor
ATTEST:

APPROVED:

______________________________
Gretchen Mercer, City Secretary

________________________________
CHUCK HESTER, City Attorney

READ in accordance with the Canyon Home Rule Charter Section 3.17 by the City Commission
of the City of Canyon, Texas with a quorum of such Commission duly and lawfully assembled on
the second (2nd) reading, on the 18th of May, 2020.
CITY OF CANYON, TEXAS
________________________________
GARY HINDERS, Mayor
ATTEST:

APPROVED:

______________________________
Gretchen Mercer, City Secretary

________________________________
CHUCK HESTER, City Attorney

ORDINANCE PASSED AND ADOPTED in accordance with the Canyon Home Rule Charter
Section 3.17 by the City Commission of the City of Canyon, Texas, with a quorum of such
Commission duly and lawfully assembled and voting, on the third (3rd) and final reading, on the
1st of June, 2020.
CITY OF CANYON, TEXAS
________________________________
GARY HINDERS, Mayor
ATTEST:

APPROVED:

______________________________
Gretchen Mercer, City Secretary

________________________________
CHUCK HESTER, City Attorney
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ORDINANCE NO. 933

AN ORDINANCE OF THE CITY OF CANYON, TEXAS, GRANTING TO
WEST TEXAS GAS,
PRINCIPAL
COUNTY,
SUCH

OFFICE
TEXAS)

CITY

THE

INC. (

A

IN

THE

TEXAS

CORPORATION,

CITY

OF

MIDLAND,

WITH

MIDLAND

A FRANCHISE AND RIGHT TO CONDUCT
BUSINESS

OF

ACQUIRING,

ITS

IN

MAINTAINING,

CONSTRUCTING, LAYING, REPAIRING, REMOVING, REPLACING,
INSTALLING, OPERATING, AND DISPOSING OF A GAS SYSTEM FOR
THE SALE, TRANSPORTATION, AND DISTRIBUTION OF NATURAL
GAS WITHIN THE MUNICIPAL BOUNDARIES OF THE CITY AND TO
THE RESIDENTS AND BUSINESSES LOCATED THEREIN FOR LIGHT,

HEAT, POWER, AND ANY OTHER PURPOSES AND THE RIGHT TO
USE THE PRESENT AND FUTURE STREETS, ROADS, HIGHWAYS,

ALLEYS, PUBLIC WAYS, AND REAL PROPERTY IN SUCH CITY AND
OWNED OR CONTROLLED BY SUCH CITY FOR SUCH PURPOSES;
PRESCRIBING THE TERMS AND CONDITIONS TO WHICH SUCH
FRANCHISE AND RIGHTS ARE SUBJECT; AND PRESCRIBING THE
TERM OF SUCH FRANCHISE AND RIGHTS.

BE IT HEREBY ORDAINED BY THE CITY OF CANYON, TEXAS, (

hereinafter

referred to as the " City ") that, subject to the terms and conditions hereinafter set forth, WEST
TEXAS

GAS,

INC.,

a Texas corporation with its principal office in the City of Midland,

Midland County, Texas ( hereinafter referred to as " West Texas Gas"), be, and hereby is, granted

the non -exclusive franchise and rights to conduct in the City the business of acquiring ( by
purchase, lease, or otherwise),

maintaining, constructing, laying, repairing, removing, replacing,

installing, operating, and disposing of (by sale, lease or otherwise) a gas system, as hereinafter
defined,

for the sale, transportation,

and distribution

of natural gas within the municipal

boundaries of the City and to the residents and businesses located therein for light, heat, power,
and any other purpose during the term set forth below. Such franchise and rights shall include
the right to use the present and future streets, roads, highways, alleys, public ways, and other real

property, other than the City' s public parks, owned by or under the control of the City for
purposes of maintaining, constructing, laying, repairing, removing, replacing, installing, and
operating any and all components of the gas system, together with access, at all times and from

time to time, to such streets, roads, highways, alleys, public ways, and other real property during
the term hereof, with such prior notice as is reasonable under the circumstances.

WEST TEXAS GAS INC. FRANCHISE — ORDINANCE
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ARTICLE

I

DEFINITIONS

For the purposes of this Ordinance, the following terms shall have the meanings set forth below:
Section 1. 1

Gas S sy tem.

The term " gas system" shall mean any and all pipelines, as

hereinafter defined, meters, valves, compressors, anti -corrosion items, facilities,

structures,

machinery, equipment, and appurtenances of any kind that West Texas Gas, in its sole discretion,

may deem necessary or advisable for the exercise of the franchise and rights granted to West
Texas Gas herein.

Section 1. 2

Pipelines.

The term " pipelines" shall mean any and all above -ground and

below- ground pipes, including, but not limited to, mains, distribution lines, secondary lines,
laterals, and other pipes, that have been, are being, or are intended to be used at any time, in or in
connection with, the sale, transportation, or distribution of natural gas within the City.
ARTICLE

II

TERM

Section 2. 1 Term —unless earlier terminated in accordance with the terms and provisions

hereof, the term of the franchise and rights hereby granted to West Texas Gas shall commence
on the effective date hereof as defined in Section 7. 6 below, and terminate on March 31, 2026.

ARTICLE

III

ACKNOWLEDGEMENT

AND GRANT

OF SPECIFIC RIGHTS OF WEST TEXAS GAS

In addition to the franchise and rights granted herein to West Texas Gas, the City
acknowledges that West Texas Gas has, and hereby grants to West Texas Gas, the following
rights and powers:

Section 3. 1

Right to Contract.

West Texas Gas may enter into separate gas service

contracts with industrial or other consumers in the City whose average consumption of gas

generally is substantially in excess of the average consumption by residential or commercial
consumers or whose service requirements generally are substantially different from the average
service requirements

of residential

or commercial

consumers.

Such contracts may provide for

rates different from the rates applicable to such residential and commercial consumers.
WEST TEXAS GAS INC. FRANCHISE — ORDINANCE
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Section 3. 2 Discontinuance of Service

West Texas Gas may discontinue service to any

residential or commercial consumer for any lawful reason, including, but not limited to, such

consumer' s failure to pay, when due, any indebtedness owed by such consumer to West Texas
Gas.

Section 3. 3 Reconnection Charges. In addition to any and all other proper charges, West
Texas Gas may charge and collect from any residential or commercial consumer whose service
has been discontinued by West Texas Gas a reasonable reconnection or similar charge for
recommencing service to such consumer.

Section 3. 4 Adoption of Rules.

From time to time during the term hereof, West Texas

Gas may, subject to any and all valid and applicable statutes, ordinances, rules, and regulations
of any federal or state governmental authority or agency, make and enforce reasonable rules

pertaining to West Texas Gas' s business and operations, including, but not limited to, requiring
any residential or commercial consumer to execute and deliver a written contract or amendment

to an existing written contract prior,

and

as

a

condition,

to the initial

commencement,

recommencement, or continuation of service to such consumer.

Section 3. 5 Removal of Gas System. West Texas Gas may remove all or any portion of
the gas system upon the termination by the City, pursuant to Article VI of this Ordinance, of the

franchise and rights granted hereby.
Section 3. 6 Consumer Preferences.

West Texas Gas may give preference to residential

consumers over other consumers during periods in which the total volume of gas available for

distribution to and within the City is insufficient, for any reason whatsoever, to adequately
supply all residential and commercial consumers.

ARTICLE IV

OBLIGATIONS OF WEST TEXAS GAS
Section 4. 1 Franchise Fee.
a)

As consideration for the grant of the franchise and rights herein and for the use by

West Texas Gas of the streets, roads, highways, alleys, public ways, and other real property,
other than the City' s public parks, owned or controlled by the City, West Texas Gas shall pay to
the City, within thirty ( 30) days after the end of each calendar quarter during the term hereof, a
franchise fee equal to five percent ( 5 %) of West Texas Gas' s gross receipts derived from the
WEST TEXAS GAS INC. FRANCHISE — ORDINANCE 933 ( 2011)
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sale, transportation, and distribution by West Texas Gas of natural gas within the City limits
during the preceding calendar quarter. At any time during the term of this franchise, the City

may increase the franchise fee payable hereunder, subject to and in accordance with all of the
following terms and conditions:
1)

The city may increase the franchise fee only if the franchise fee, as so

increased, constitutes a charge for West Texas Gas' s use of the City' s streets,
roads, highways, alleys, public ways, and other real property, other than the City' s
public parks, that is reasonable and lawful. Such increase must be adopted by the
governing body of the City at a public hearing that is held no earlier than thirty

30) days following the delivery to West Texas Gas by the City, in person or by
certified or registered mail, of a written notice stating the reason for, and the date,

time, place of such hearing.
2)

The franchise fee may not be increased at any one time by an amount

exceeding the amount allowed by applicable law.
3)

In the event the franchise fee provided herein exceeds that franchise fee

amount that is recovered by West Texas Gas as part of its base rates for natural

gas service charged to its customers within the City, or if the franchise fee is
increased in accordance with this Subsection 4. 1( a), the City agrees that West

Texas Gas may immediately add a line -item surcharge to the monthly bills of
West Texas Gas' s customers located within the City in an amount sufficient to
recover such excess or increase.

b) Nothing herein contained shall preclude, or be deemed to preclude, West Texas Gas
and the City from agreeing to an increase in the franchise fee in excess of the limitations
imposed in such subsection.
c)

The franchise fee, together with any and all charges of the City for water, sewage,

and garbage services provided by the City to West Texas Gas, any and all sales taxes collected

by West Texas Gas, and any and all ad valorem taxes assessed by the City against West Texas
Gas' s property, shall constitute the only amounts for which West Texas Gas shall be obligated to
pay to the City and shall be in lieu of any and all other costs, levies, assessments, fees, or other
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amounts, of any kind whatsoever, that the City, during the term hereof, may charge West Texas
Gas or assess against West Texas Gas' s property.

Section 4.2 No Obstruction of Public Property. West Texas Gas shall not, unnecessarily
or for any unreasonable period of time, obstruct or interfere with the public use of any of the
streets, roads, highways, alleys, public ways, or other real property owned or controlled by the
City.
Section

4. 3.

Repair of Damages.

West Texas Gas shall repair any and all damages

caused solely by West Texas Gas, its agents, contractors, or employees, to any streets, roads,

highways, alleys, public ways, or other real property, owned or controlled by the City and shall
restore, as nearly as practicable, such property to substantially its condition immediately prior to
the incident causing such damage. West Texas Gas shall commence such repairs immediately
upon completion of the work or activity in which West Texas Gas was involved at the time the

damage occurred and shall complete such repairs as promptly as possible. West Texas Gas shall
maintain the repairs to the reasonable satisfaction of the City for one year after the date the

surface of such street, road, highway, alley, or public way was broken for such construction or
maintenance work, after which time responsibility for the maintenance shall become the duty of

the City. The City may, from time to time, adopt reasonable ordinances regulating such work.
Section 4. 4 Conduct of Work and Activities.

West Texas Gas shall use reasonable care

in conducting its work and activities in order to prevent injury to any person and unnecessary
damage to any real or personal property.

Section 4. 5 Use of Alleys. West Texas Gas shall attempt to utilize the alleys of the City
insofar as is reasonably

practicable

in conducting

its work and activities

hereunder.

Notwithstanding the foregoing, however, West Texas Gas may, when reasonably necessary,
utilize the streets and any other public ways owned or controlled by the City to perform such
work and activities.

Section 4. 6 Service and Supply.

West Texas Gas shall use reasonable care to furnish

good and reliable service and an adequate supply of pipeline quality natural gas.
Section 4. 7

Installation

of Underground

Pipelines.

West Texas Gas, shall, when

reasonably practicable, install all pipelines under -ground at such depth and in such manner so as

not to interfere with the existing pavement, curbs, gutters, or underground wires, cables, or water
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or sewer pipes owned or controlled by the City. The proposed location of pipelines shall be
approved by the City.

Section 4. 8 No Discrimination Between Consumers. Subject to West Texas Gas' s rights

set forth in Article III of this Ordinance, West Texas Gas shall not discriminate against any
consumer with respect to charges for natural gas or services rendered under substantially the
same circumstances to other consumers of the same classification.
Section 4. 9. Changes in Gas System.

a) West Texas Gas shall, upon written request from the City, change the location,
position, route, or depth of any pipeline or other component of the gas system if and when such

change becomes reasonably necessary because of a change in the grade of any street, road,
highway, alley, public way, or other real property, owned or controlled by the City or because of
any change in the location of, or in the manner of maintaining, constructing, laying, repairing,
removing, replacing, installing, or operating any pavement, curbs, gutters, or underground wires,
cables, or water or sewer pipes owned or controlled by the City. The City' s written request for

such change must set forth, in detail substantially all of the essential elements and specifications
of the requested

change.

b) All of the changes in location, position, route, depth, described in Subsection 4. 9( a)

above shall be made at West Texas Gas' s sole expense, and without unreasonable delay,
provided, however, that West Texas Gas may seek payment from any governmental entity or
agency, other than the City (unless the City exercise its authority granted under § 1433. 001 et seq.
of The Texas Government Code),

person, or party of any amount to which West Texas Gas may

be entitled because of such change in location, position, route, or depth or because of the
abandonment

of any pipeline

or other component

of the gas system regardless

of whether

such

pipeline or component is wholly or partially located in any public or private right -of -way.

Section 4. 10. Schedule of Rates. West Texas Gas shall, at all times, keep on file with the
City a schedule setting forth current residential and commercial rates for natural gas and services
rendered to customers within the City. Nothing contained in this Ordinance, however, shall

adversely affect West Texas Gas' s right to apply for an increase in all or any of its rates at any
time and from time to time during the term hereof and to a lawful and equitable decision with
respect to any such application.

Nothing contained in this Ordinance shall adversely affect the
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City' s right to legally oppose any increase in all or any of West Texas Gas' s rates at any time
and from time to time during the term hereof.
Section 4. 11 Rebates.

West Texas Gas shall not grant, directly or indirectly, any rebate,
in the form of money or any other thing of value, to any consumer in order to circumvent the rate
schedule filed with the City pursuant to Section 4. 10 of this Article IV.
Section 4. 12.

Maps of Gas System.

West Texas Gas shall make available to the city a

map or maps in AutoCad format showing the current location of all pipelines and other

components of West Texas Gas' s natural gas distribution facilities located in the City.
Section 4. 13.

Bond for Removal of Gas System. West Texas Gas shall, upon electing to

remove all or or any portion of the gas system in accordance with Section 3. 5 of Article III of

this Ordinance, file with the Clerk of the City a bond in a reasonable amount and with a proper
and adequate surety, securing West Texas Gas' s obligation to promptly repair, at West Texas

Gas' s sole expense, any damage to any real property, or personal property, owned or controlled
by the City caused by West Texas Gas' s removal of all or any portion of the gas system and to
restore such property to substantially the same condition it was in immediately prior to the
incident causing such damage.
Section 4. 14.

Location Restrictions. West Texas Gas shall be restricted to installation of

new pipelines to newly developed areas only, unless specifically authorized by action of the City
Commission.

ARTICLE V
RIGHTS
Section

5. 1.

OF THE CITY

Use of City Property. The right of West Texas Gas hereunder to use any

streets, roads, highways, alleys, public ways, and other real property, other than City' s public
parks, owned or controlled by the City shall in no way affect the right of the City or its agents to
maintain, construct, lay, repair, remove, replace, install, or operate any pavement, curbs, gutters,
or underground wires, cables, or water or sewer pipes owned by the City and located on or near

such streets, roads, highways, alleys, public ways, and other real property.
Section 5. 2.

Inspection of Books and Records.

The City may, at its sole expense and,

upon reasonable prior notice, at any reasonable time during normal business hours, inspect and
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copy any of West Texas Gas' s books and records, wherever located, pertaining to and directly
affecting the rights of the City arising under or by virtue of this Ordinance.

ARTICLE VI

REMEDIES UPON DEFAULT BY WEST TEXAS GAS
Section 6. 1.

Termination of Franchise and Rights. In the event of a substantial breach by

West Texas Gas of any material provision of this Ordinance, the City may terminate the
franchise and rights granted to West Texas Gas hereunder, provided, however, that such
termination shall not be effective unless and until the procedures described below have been
followed:
a)

The City must deliver to West Texas Gas, by certified or registered mail, a written

notice signed by the Mayor, attested by the City Clerk, and sealed with the official seal of the
City. Such notice must ( i) fairly and fully set forth in detail each of the alleged acts or omissions

of West Texas Gas that the City contends constitutes a substantial breach of any material
provision hereof, (ii) designate which of the terms and conditions hereof the City contends West
Texas Gas breached, and ( iii) specify the date, time, and place at which a public meeting will be
held by the governing body of the City for the purpose of determining whether the allegations

contained in the notice did in fact occur, provided, however, that the date of such meeting may
not be less than thirty ( 30) days after the date of such notice.
b)

Within ten ( 10) days following the adjournment of the public meeting described in

Subsection 6. 1( a) above, the City must deliver to West Texas Gas, by certified or registered mail,
a written notice signed by the Mayor, attested by the Clerk, and sealed with the official seal of
the City, setting forth ( i) the acts and omissions of West Texas Gas described in the first notice
that the governing body of the City determines to have in fact occurred and ( ii) the specific terms

and conditions of this Ordinance listed in the first notice that the governing body of the City
determines to have in fact been breached by such acts or omissions of West Texas Gas. The City
must permit West Texas Gas the opportunity to substantially correct all of the breaches hereof

set forth in the written notice described in Subsection 6. 1( b) above within sixty ( 60) days after
West Texas Gas' s receipt of such notice.
Section 6. 2.

Civil Penalty.

In lieu of terminating the franchise and rights granted herein

pursuant to Section 6. 1 of this Article VI, the City may, in the event of a substantial breach by
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West Texas Gas of any material provision of this ordinance, charge and collect from West Texas
Gas a civil penalty of Five Hundred Dollars ($ 500. 00) per day for each breach by West Texas

Gas hereof, provided, however, that the City shall first have furnished to West Texas Gas the
notices, right to public hearing, and opportunity to cure described in Section 6. 1 of this Article
VI.

ARTICLE VII

GENERAL PROVISIONS
Section 7. 1.

Force Majeure.

Notwithstanding anything expressly or impliedly to the

contrary contained herein, in the event West Texas Gas is prevented, wholly or partially, from
complying with any obligation or undertaking contained herein by reason of any event of force
majeure, then, while so prevented, compliance with such obligations or undertakings shall be

suspended, and the time during which West Texas Gas is so prevented shall not be counted
against West Texas Gas for any reason. The term " force majeure", as used herein, shall mean
any cause not reasonably within West Texas Gas' s control and includes, but is not limited to,

acts of God, strikes, lock -outs, wars, riots, orders or decrees of any lawfully constituted federal,
state, or local body, contagions or contaminations hazardous to human life or health, fires,

storms, floods, wash -outs, explosions, breakages, or accidents to machinery or lines of pipe,
inability to obtain or the delay in obtaining rights -of w
- ay, materials, supplies, or labor permits,
temporary failures of gas supply, or necessary repair, maintenance, or replacement of facilities
used in the performance of the obligations contained in this Ordinance.
Section

7. 2.

Other Ordinances.

Except to the extent otherwise expressly provided

herein, the franchise and rights granted hereby and the operations and activities performed by
West Texas Gas pursuant hereto shall be subject to all valid ordinances and regulations of the
City and any valid amendments thereto insofar as, such ordinances and regulations ( i) do not

shorten the term hereof or terminate, abrogate, or materially and adversely affect the franchise
and rights granted to West Texas Gas hereby or ( ii) do not conflict with or are not inconsistent
with the terms and provisions contained in this Ordinance, such conflicting or inconsistent
ordinances hereby being repealed to the extent of such conflict or inconsistency.
Section 7. 3.

Amendments.

This Ordinance and the franchise and rights granted herein

may be amended only by written agreement of the City and West Texas Gas to such amendment.
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Section

7. 4.

Severabili y. In the event any part of this Ordinance is determined to be

invalid or illegal for any reason whatsoever, such invalidity or illegality shall not affect the
validity or legality of this Ordinance as a whole or any part hereof.
Section 7. 5.

Binding Effect. This Ordinance shall extend to, be binding upon, and inure

to the benefit of, the parties hereto and their respective successors and assigns.
Section 7. 6. Effective Date. This Ordinance shall become effective on the date on which

this Ordinance is finally adopted by the City in accordance with law, and West Texas Gas shall
file with the Clerk of the City a letter stating that West Texas Gas accepts this Ordinance as
adopted and agrees to comply with and be bound by all of the terms and conditions thereof. A

true and correct copy of this Ordinance as finally adopted shall be attached to such letter and by
reference made a part thereof, and the letter shall be addressed to the Mayor and the governing
body of the City, dated, and executed by an authorized officer of West Texas Gas.
Section 7. 7.

Save Harmless.

West Texas Gas, at its sole cost and expense, shall

indemnify and save the City harmless from all claims, demands, or causes of action, including
attorneys' fees and expenses of litigation against the City, for injury to persons or property
arising out of the construction, reconstruction, maintenance, repair, or operation by West Texas
Gas or its employees or agents of West Texas Gas' s gas system.

Nothing in the foregoing

sentence shall obligate West Texas Gas to indemnify the City for any such claims, demands, or
causes of action for injury to persons or party arising, either wholly or partially, out of any action
or failure to act by the City or its employees or agents.
Section 7. 8.

Assignments.

If this franchise and the rights granted herein are assigned,

the assignee shall be required to accept and abide by all the terms and provisions hereof.
Section 7. 9.

Section and Other Headings.

The section and other headings contained in

this Ordinance are for reference purposes only and shall not affect in any way the meaning or
interpretation of this Ordinance.
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Read by the City Commission of the City of Canyon, Texas with a quorum of such Commission
duly and lawfully assembled, on the first ( I") reading, on the 100' of January, 2011.
CITY OF CANYON, TEXAS

QUINN ALEXANDER,

Mayor

Read by the City Commission of the City of Canyon, Texas with a quorum of such Commission
duly and lawfully assembled, on the second (

2nd)

reading, on the 20 of January, 2011.
CITY OF CANYON, TEXAS

J4p-

QUINN ALEXANDER, Mayor

This Ordinance was passed and adopted by the City Commission of the City of Canyon, Texas-, with a quorum of such Commission duly and lawfully assembled and voting, on the third ( 3`
d)

and final reading, on the 31" of January, 2011.
CITY OF CANYON, TEXAS

QUINN ALEXANDER, Mayor
i
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WIG
February 28, 2011

Mr. Quinn J. Alexander

Honorable Mayor

City of Canyon, Texas
301 16th Street
Canyon, Texas
Re.

79015

Ordinance Number 933 ( 2011

Mayor Alexander and Governing Body of the City of Canyon
Pursuant

to

the

correspondence

terms

of

Ordinance

Number

933 (

2011),

as West Texas Gas, Inc. ( WTG) acceptance

please

accept

of the stated Ordinance

this

as

adopted by the City of Canyon. WTG agrees to comply with and be bound by all of the
set out in the stated Ordinance.
A true and correct copy of the
Ordinance as finally adopted is attached hereto.
terms and conditions

WTG certainly appreciates the City of Canyon granting WTG this Ordinance, and we

look forward to a long -term relationship with the City of Canyon, Texas.
Very truly yours,

Richard

D. Hatchett

Vice President

cc:

Franchise File

REGARDING ITEM 12

AGENDA

To:

Honorable Mayor and City Commission

From:

Joe Price, City Manager

Date:

May 18, 2020

Re:

Second of Three Required Readings of Ordinance No. 1126 First Amendment
to SPS Franchise Agreement.

On January 31st, 2011, the City Commission approved Ordinance No. 934, granting a Franchise
to SPS for a term of fifteen (15) years. In Section 3 of this Ordinance, the franchise fee has
remained at three (3) percent; however, language was added to surcharge franchise fees in
excess of 1.51 percent to all customers receiving electric service within the city limits. The
adoption of the previous Ordinance did not include an increase in the franchise fee above three
(3) percent (5% being the max allowable by law).
Our current Franchise Ordinance doesn’t expire until January 2026. However, we have an
opportunity to provide an amendment to the Franchise Agreement, by increasing the percentage
for gross receipts. The original Ordinance (934) will continue to grant SPS six (6) more years
for the franchise to operate and maintain an electric system within the corporate limits of
Canyon.
The proposed Ordinance Amendment will grant a new 4.51 percent (2% embedded in base rates
and 3% as a surcharge) franchise fee. It will continue to maintain the franchise fee on
miscellaneous service charges as well as the City’s rights to utilize SPS’s poles for the
installation of City owned equipment such as traffic cameras, computer data cables and systems,
Christmas lights or other related data or telecommunications equipment used solely for the
City’s use.
The Canyon Franchise Agreement is unique compared to other cities, only allowing the increase
by 1.51 % versus the normal 2%. Hence, the City of Canyon can only go up to 4.51% instead
of the max 5%. In discussions with SPS, the remaining 0.49% will have to go on to the next rate
case, which is likely in the next year or two.
According to the Canyon Home Rule Charter Section 3.17, the City Commission must have
three (3) full readings of the Franchise Agreement Amendment before they can take official
action on the agreement.
Reading Dates:
Monday, May 4th, 2020 – First Reading
Monday, May 18, 2020 – Second Reading
Monday, June 1, 2020 – Final Reading and Official Vote

City of Canyon

AGENDA
The City’s General Fund currently receives approximately $330,000 to $365,000 per year in
franchise fees from SPS for the use of the City’s public right-of-ways, staff anticipates an
increase of $174,875 per 2019’s gross revenue (new total: 2019 amount: $347,434 plus
$174,875 = $522,309 in revenue.
In the future, once the rate case is concluded and the full 5% is granted, we will be around
$579,000.
All reading requirements will need to be met before we can take action on Ordinance No.
1126.
Second Reading Only, no action necessary until the Third Reading.

City of Canyon

Franchise Fee Projections Based on 2019 Data
City of Canyon Franchise Projection
Actual
Quarterly
Payments
Mar‐2019
Jun‐2019
Sep‐2019
Dec‐2019
Totals

Quarterly
Gross
Revenue
$2,848,134
$2,723,224
$3,796,627
$2,688,656
$12,056,642

Exemptions
and
Write‐Offs
$114,365
$122,919
$130,101
$108,107
$475,492

Quarterly
Net
Revenue
$2,733,769
$2,600,305
$3,666,526
$2,580,549
$11,581,149

Surcharge
Embedded
Franchise
Franchise
Fees Paid 1.49% Fees Paid 1.51%
$40,733
$41,280
$38,745
$39,265
$54,631
$55,365
$38,450
$38,966
$172,559
$174,875

Total Franchise
Fees Paid
$82,013
$78,009
$109,996
$77,416
$347,434

Estimated Franchise Fee Payment Increase/(Decrease)

1%
$27,338
$26,003
$36,665
$25,805
$115,811

($231,623)

Franchise Fees Projections with New Agreement
1.51%
2%
3%
4%
$41,280
$54,675
$82,013
$109,351
$39,265
$52,006
$78,009
$104,012
$55,365
$73,331
$109,996
$146,661
$38,966
$51,611
$77,416
$103,222
$174,875
$231,623
$347,434
$463,246

($172,559)

($115,811)

$0

$115,811

5%
$136,688
$130,015
$183,326
$129,027
$579,057

$231,623

Franchise Fee Projections Based on 2019 Data
City of Canyon Franchise Projection
Actual
Quarterly
Payments
Mar‐2019
Jun‐2019
Sep‐2019
Dec‐2019
Totals

Quarterly
Gross
Revenue
$2,848,134
$2,723,224
$3,796,627
$2,688,656
$12,056,642

Exemptions
and
Write‐Offs
$114,365
$122,919
$130,101
$108,107
$475,492

Quarterly
Net
Revenue
$2,733,769
$2,600,305
$3,666,526
$2,580,549
$11,581,149

Surcharge
Embedded
Franchise
Franchise
Fees Paid 1.49% Fees Paid 1.51%
$40,733
$41,280
$38,745
$39,265
$54,631
$55,365
$38,450
$38,966
$172,559
$174,875

Total Franchise
Fees Paid
$82,013
$78,009
$109,996
$77,416
$347,434

Estimated Franchise Fee Payment Increase/(Decrease)

Franchise Fees Projections with New Agreement
1%
2%
3%
4%
$27,338
$54,675
$82,013
$109,351
$26,003
$52,006
$78,009
$104,012
$36,665
$73,331
$109,996
$146,661
$25,805
$51,611
$77,416
$103,222
$115,811
$231,623
$347,434
$463,246

($231,623)

($115,811)

$0

$115,811

5%
$136,688
$130,015
$183,326
$129,027
$579,057

$231,623

ORDINANCE NO. 1126
FIRST AMENDMENT TO FRANCHISE AGREEMENT
AN ORDINANCE AMENDING ORDINANCE NO. 934,
WHICH GRANTED SOUTHWESTERN PUBLIC
SERVICE COMPANY (“SPS”) A FRANCHISE WITHIN
THE CITY OF CANYON, TEXAS (“CITY”) TO
CONDUCT AN ELECTRICAL LIGHTING AND
POWER BUSINESS AND TO HAVE USE OF CITY’S
PUBLIC STREETS, ALLEYS, HIGHWAYS, BRIDGES,
AND OTHER PUBLIC GROUNDS TO PUBLIC RIGHTOF-WAY AS SPECIFIED IN ORDINANCE NO. 934, TO
REVISE THE PERCENTAGE OF GROSS RECEIPTS
PAID AS A FRANCHISE FEE FOR USE OF CITY’S
STREETS, ALLEYS, HIGHWAYS, BRIDGES, AND
OTHER PUBLIC GROUNDS; PROVIDING FOR RATE
RECOVERY OF FRANCHISE FEES; PROVIDING
FOR SEVERABILITY; PROVIDING FOR REPEALER;
PROVIDING SAVINGS CLAUSE; AND PROVIDING
FOR AN EFFECTIVE DATE.
WHEREAS, the current franchise agreement between the City of Canyon, Texas (“City”) and
Southwestern Public Service Company (“SPS”) is set out in Ordinance No. 934, which was passed
on January 31, 2011; and
WHEREAS, the City and SPS now agree to this FIRST AMENDMENT to the franchise agreement
as set forth below, in order to increase the percentage of gross receipts that SPS pays as a franchise
fee and for SPS’s recovery of that increase in the fee;
NOW, THEREFORE, BE IT ORDAINED BY THE CITY COMMISSION OF THE CITY
OF CANYON:
SECTION 1:
Facts: The facts and matters set forth in the preamble of this Ordinance are hereby
found to be true and correct.
SECTION 2:
Amendment No. 1, Part No. 1: Ordinance No. 934, Section III, first sentence, is
amended, in part, to delete the words “three percent (3%)” and in lieu of those
words to insert the words “four point five one percent (4.51%)” in their place.

SECTION 3:

Ordinance No. 1126
Page 1 of 4

Amendment No. 1, Part No. 2: Ordinance No. 934, Section III, is amended in part
by adding the language below in place of the entire third sentence of Section III,
and reads as follows:
A one point five one percent (1.51%) Franchise expense is currently embedded in
SPS’s system-wide rates. All Franchise expense payable to the City above one
point five one percent (1.51%) of “gross receipts” will be surcharged back by SPS
to all retail customers taking service from SPS within the City until the earliest of
the effective date, relate-back date, or temporary rate date of new rates in SPS’s
next base rate proceeding before the Public Utility Commission of Texas (which
for the avoidance of doubt is not Docket No. 47527), at which time the portion of
the Franchise Fee that is subject to surcharge to the retail customers taking service
from SPS within the City will be determined, and the percentage that is subject to
surcharge will be subject to change from time to time as determined in rate
proceedings before the Public Utility Commission of Texas.
SECTION 4:
Savings: Except as amended in Sections 2 and 3 of this Ordinance, the remainder of the
Ordinance No. 934 shall remain in full force and effect according to its terms until
Ordinance No. 934 terminates as provided therein.
SECTION 5:
Acceptance and Effective Date: SPS shall, within thirty (30) days from its receipt of this
Ordinance, file its written acceptance of this Ordinance with the City Secretary of the City
of Canyon, Texas in substantially the following form, and upon the filing of such
acceptance the amendments set out in Sections 2 and 3 of this Ordinance shall be
incorporated into Ordinance No. 934 and be effective as of the date of filing such
acceptance:
To the Honorable Mayor and City Commission:
Southwestern Public Service Company, acting by and through the undersigned
authorized officer, hereby accepts in all respects, on this the ____ day of
________________, 2020, Ordinance No. __________ amending the current
electric franchise, as established in Ordinance No. 934, between the City of
Canyon, Texas and Southwestern Public Service Company.
Southwestern Public Service Company
By:
Name:
Title:
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SECTION 6:
Severability: If any provision, section, subsection, sentence, or clause of this Ordinance or
the application of this Ordinance to any person or set of circumstances for any reason is
held to be unconstitutional, void, or invalid or for any reason unenforceable, the validity of
the remaining portions of this Ordinance or the application of this Ordinance shall remain
in effect, it being the intent of the City Commission of the City of Canyon, Texas in
adopting this Ordinance that no portion thereof or provision contained herein shall become
inoperative or fail by any reasons of unconstitutionality of any other portion or provision.
SECTION 7:
Repealer: All ordinances, resolutions, and parts of ordinances or resolutions in conflict
with this Ordinance are hereby repealed to the extent of conflict with this Ordinance.
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READ in accordance with the Canyon Home Rule Charter Section 3.17 by the City Commission
of the City of Canyon, Texas with a quorum of such Commission duly and lawfully assembled
on the first (1st) reading, on the 4th of May, 2020.
CITY OF CANYON, TEXAS
________________________________
GARY HINDERS, Mayor
ATTEST:

APPROVED:

______________________________
Gretchen Mercer, City Secretary

________________________________
CHUCK HESTER, City Attorney

READ in accordance with the Canyon Home Rule Charter Section 3.17 by the City Commission
of the City of Canyon, Texas with a quorum of such Commission duly and lawfully assembled on
the second (2nd) reading, on the 18th of May, 2020.
CITY OF CANYON, TEXAS
________________________________
GARY HINDERS, Mayor
ATTEST:

APPROVED:

______________________________
Gretchen Mercer, City Secretary

________________________________
CHUCK HESTER, City Attorney

ORDINANCE PASSED AND ADOPTED in accordance with the Canyon Home Rule Charter
Section 3.17 by the City Commission of the City of Canyon, Texas, with a quorum of such
Commission duly and lawfully assembled and voting, on the third (3rd) and final reading, on the
1st of June, 2020.
CITY OF CANYON, TEXAS
________________________________
GARY HINDERS, Mayor
ATTEST:

APPROVED:

______________________________
Gretchen Mercer, City Secretary

________________________________
CHUCK HESTER, City Attorney
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