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ANNUAL FILING AFFIDAVIT

THE STATE OF TEXAS )

COUNTY OF WOOD )

1, Laura Reid, President of the Bright Star-Salem Special Utility District (the District) hereby swear, or
affirm, that the district named above has reviewed and approved at a meeting of the Board of Directors of
the Districtonthe ____ day of 2026 its audit report for the year ended December 31,2025 and
that copies of the audit report have been filed in the District office, located at 238 N. Osborn, Alba, Texas.

The annual filling affidavit and the attached copy of the audit report are being submitted to the Texas
Commission on Environmental Quality in satisfaction of the annual filing requirements of Texas Water

Code Section 49.194.

Date: _,2026 By:
(Signature of District Representative)
Laura Reid, President
(Typed Name & Title of Representative)
Swormn to and subscribed to before me this day of , 2026.
(Signature of Notary)
My Commission Expires on: — __, Notary Public in and for

the State of Texas.



WILF & HENDERSON, P.C.

CERTIFIED PUBLIC ACCOUNTA NTS  Memberof American Inslitute of Certified Public Accountants

Member of Private Company Practice Section
Member of AICPA Governmental Audit Quality Cenlter

Independent Auditor’s Report

May 12, 2026

Board of Directors
Bright Star-Salem Special Utility District
Alba, Texas

Opinions

We have audited the accompanying financial statements of the business-type activities of the Bright Star-Salem Special Utility
District (the District), as of and for the year ended December 31, 2025, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of
the business-type activities of the District, as of December 31, 2025, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally accepted in the United

States of America,

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the District, and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our audit opinions.
Responsibilities of Management for the Financial Statements

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

due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in the
aggregate, that raise substantial doubt about the District’s ability to continue as a going concern for twelve months beyond the
financial statement date, including any currently known information that may raise substantial doubt shortly thereafter,

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions. Reasonable assurance is a
high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control, Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based

on the financial statements.
In performing an audit in accordance with generally accepted auditing standards, we:

e Bxercise professional judgment and maintain professional skepticism throughout the audit.
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e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements.

dures that are appropriate

e  Obtain an understanding of internal control relevant to the audit in order to design audit proce
of the District’s internal

in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall presentation of the financial statements.

s Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial
doubt about the District's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit, significant audit findings, and certain internal control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis
and TCDRS schedules be presented to supplement the basic financial statements. Such information is the responsibility of
management and, although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises the Budget
Comparison Schedule and Texas Information Schedules but does not include the basic financial statements and our auditor’s
report thereon. Our opinions on the basic financial statements do not cover the other information, and we do not express an

opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and consider
whether a material inconsistency exists between the other information and the basic financials statements, or the other information
otherwise appears to be materially misstated. If, based on the work performed, we conclude that an uncorrected material

misstatement of the other information exists, we are required to describe it in our report.

Wﬂ& ; MMM, pL.

WILF & HENDERSON, P.C.
Certified Public Accountants
Texarkana, Texas



BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS

Our discussion and analysis of Bright Star-Salem Special Utility District's (the District) financial
performance provides an overview of the District's financial activities for the year ended December 31,
2025. Please read it in conjunction with the basic financial statements and the accompanying notes to the

financial statements.
Financial Highlights

e The District maintained an Unrestricted Net Position balance of $347,328 and $721,900 at
December 31, 2025 and 2024, respectively. Unrestricted Net Position represents the net balance
accumulated by the District above the amount of Net Investment in Capital Assets less the amount
for Restricted Net Position (restricted as a result of the bond covenants related to the 2019 revenue
bond and 2025 revenue bond issuances).

e  The total of Net Investment in Capital Assets (after subtracting our debt owed on capital assets)' was
$3,420,984 at December 31, 2025 and $4,917,929 at December 31, 2024, respectively.

e The District had $5,122,000 and $2,276,000 of revenue bonds outstanding at December
31, 2025 and 2024, respectively.

e The most significant continuing revenue sources for the District consisted of $1,935,454 of
water sales for the year 2025 and $1,869,766 for the year 2024,

Overview of the Financial Statements

The annual financial report consists of two parts: Management's Discussion and Analysis and the Financial
Section report. The Financial Section also includes notes that explain in more detail some of the information

in the financial statements. -

The Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net Position
provide long-term and short-term information about the District’s overall financial status. The Statement of
Net Position includes all assets and liabilities and provides information about the nature and amounts of
investments in resources (asset) and the obligations to creditors (liabilities). This financial statement reports
net position and how it has changed. Net position — the difference between assets and liabilities — is one way
to measure health, or position. Over time, increases or decreases in net position are an indicator of whether
the District’s financial health is improving or deteriorating, respectively. The Statement of Net Position also
provides the basis for computing rate of return, evaluation the capital structure and assessing liquidity and
flexibility. You will need to consider other nonfinancial factors, however, to assess the overall health,

All of the current period’s revenue and expenses are accounted for in the Statement of Revenues, Expenses
and Changes in Net Position. This statement measures the success of operations over the period and can be
used to determine whether operations have successfully recovered all District costs through user fees and
other charges, profitability, and credit worthiness. The final required financial statement is the Statement of
Cash Flows. The primary purpose of this statement is to provide information about cash receipts and cash
payments during the reporting period. This statement reports cash receipts, cash payments and net changes
in cash resulting from operations, investing and financing activities and provides answers to such questions
as where did the cash come from, what was the cash used for and what was the change in cash balance

during the reporting period.

Our auditor has provided assurance in the independent auditor’s report that the financial statements are
fairly stated.



Financial Analysis as a Whole

Net position increased by $119,603 in 2025 and increased by $371,486 in 2024 as a result of the periods’
operations. The balance in net position represents the accumulated results of all past periods’ operations.

Statement of Net Position

A summary of the Statement of Net Position is presented in the table below. The format allows the reader to
view the overall financial position of the District.

BRIGHT STAR-SALEM SPECIAL
UTILITY DISTRICT
Statement of Net Position

2025 2024
Assets:
Current assets (unrestricted) $ 930588 $§ 997,770
Restricted assets 2,132,126 141,006
Net pension asset (TCDRS) 125,238 58,758
Capital assets (net) 8,684,655 7,334,824
Total Assets 11,872,607 8,532,358
Deferred Outflows of Resources:
Deferred outflows related to TCDRS, net 102,920 120,652
Liabilities: .
Current liabilities (payable from current assets) 396,491 440,753
Current liabilities (payable from restricted assets) 595,719 422,766
Long-term liabilities " 5,054,353 2,005,713
Total Liabilities 6,046,563 2,869,232
Deferred Inflows of Resources:
Deferred inflows related to TCDRS, net 28,526 2,943
Liabilities:
Net Position:
Net Investment in capital assets 3,420,984 4,917,929
Restricted 2,132,126 141,006
Unrestricted ' 347,328 721,900
Total Net Position $5,900,438 $5,780,835

In 2025, the largest category of net position is Net Invested in Capital Assets, which comprises 58% of net
position. This category totaling $3,420,984 reflects the total invested in capital assets (land, buildings,
equipment, water system improvements, etc.) net of any related debt used to acquire capital assets. These
capital assets are used to provide services to citizens and do not represent resource available for future
spending. The current portion of the long-term debt of $595,719 and $422,766 for the years ended
December 31, 2025 and 2024, respectively, is reflected in current liabilities. It should be noted that the
resources needed to repay debt must be provided from other sources, since the capital assets may not be

used to liquidate these liabilities.



The second category of net position, Restricted Net Position, represents net position that is subject to
external restrictions on how they may be used. Restricted Net Position totaled §$2,132,126 for the current
year. For 2024, this category totaled $141,006. Restricted Net Position is restricted for debt reserves
required by Southside Bank related in 2019 to its purchase of the 2019 refunding revenue bonds and the
2025 revenue bonds for construction. Obviously, the amount of cash related to restricted net position has an
effect on the availability of fund resources for future use, since the District may only use these funds for

debtservice and construction,

The third category of net position, Unrestricted Net Position, represents net position that is not subject to
external restrictions on how they may be used. Unrestricted Net Position totaled $347,328 and $721,900 at

December 31, 2025 and 2024, respectively.

At the end of the current period, the District was able to report positive balances in all three categories of
net position and for the District as a whole.

Changes in Net Position

While the Statement of Net Position show the financial position, the Statement of Revenues, Expenses and
Changes in Net Position show the changes in net position. As can be seen in the table below, the District
had an increase in net position of $119,603 for 2025 and an increase in net position of $371,486 for 2024. A
summary of the Statement of Revenues, Expenses and Changes in Net Position is presented in the table

below.

BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
Statement of Revenues, Expenses and Changes in Net Position

2025 2024

Operating Revenues:

Service charges and fees $ 2155850 3 2,168,893

Total Operating Revenues 2,155,850 2,168,893
Operating Expenses:

Operating expenses (excluding depreciation) 1,537,130 1,467,373

Total Operating Expenses (excluding depreciation) 1,537,130 1,467,373

Operating income (loss) before depreciation 618,720 701,520

Depreciation expense 329,197 325,384
Nonoperating Revenues (Expenses):

Nonoperating revenues 161,192 79,382

Nonoperating expenses (331,112) (84,032)

Total Nonoperating Revenues/(Expenses) (169,920) (4,650)

Increase (Decrease) in Net Position 119,603 371,486
Net Position - Beginning of Year 5,780,835 5,409,349
Net Position - End of Year $ 5900438 $ 5,780,835

Budget Variations

For 2025, the most significant variations between the original approved budget and the amended budget
were in the-areas of salaries, interest expense and repairs.



Capital Assets and Long-Term Debt

Capital Assets

The cost of property, plant and equipment, net of accumulated depreciation, as of December 31, 2025 and
2024 was $8,684,655 and $7,334,824, respectively. More detailed information about capital assets is
presented in Note D to the financial statements.

Long-Term De

At year-end, the District had $5,122,000 for 2025 and $2,276,000 for 2024 of certification of obligation
bonds outstanding. More detailed information about long-term liabilities is presented in Note E to the

financial statements.

Economic Factors and Next Year Projections

The Water District serves approximately 2,500 customers, commercial and agricultural customers in northeast
Texas. The district is currently in the final phase of completion of a $3,000,000 bond project. This project
includes a new 8,000-gallon pressure tank at Bright Star-Salem SUD #2 (North Shores), a new 300 gpm water
well located on State Hwy 182, replacement of a baffle wall inside the ground storage tank at the surface
water treatment plant, and a permanently mounted generator. The Board of Directors also approved a rate
increase effective May 1, 2026. The minimum rate will increase from $39.00 to $42.00 per month.

The board is considering a water line improvement project on FM Hwy 51 5. This will improve water pressure
and capacity for South Rains SUD and customers on FM Hwy 515. Engineering estimates indicate this

project may cost approximately $2,000,000.

Requests for Information

This financial report is designed to provide a general overview of the District’s finances and to demonstrate
the District accountability. If you have questions regarding this report or need additional information,

contact the District at (903) 765-2701.



BRIGHT STAR-SALEM SUD
BASIC FINANCIAL STATEMENTS



BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
STATEMENT OF NET POSITION

PROPRIETARY FUND
DECEMBER 31, 2025
Assets
Current Assets :
Cash and cash equivalents $ 322,598
Restricted Cash for 1&S Fund 140,943
Restricted Cash for Construction 1,991,183
Certificates of deposit 461,458
Accounts receivable _ _ 146,532
Total Current Assets . 3,062,714
Noncurrent Assets .
Net pension asset (TCDRS) 125,238
Property, Plant and Equipment
Land 130,959
Construction in Progress 1,457,514
Building and improvements 175,955
Furniture, fixtures and equipment 391,294
Water system and equipment 12,299,561
Vehicles : 312,745
Total Property, Plant and Equipment ' 14,768,028
Less: Accumulated depreciation (6,083,373)
Total Net Property, Plant and Equipment 8,684,655
Total Assets _$ 11,872,607
Deferred Outflows of Resources
Total Deferred outflow related to TCDRS, net 3 102,920
Liabilities
Current Liabilities
Accrued interest expense $ 91,349
Other current liabilities 29,769
Construction payable . 275,373
Note Payable, current 95,719
Bonds payable, current 500,000
Total Current Liabilities 992,210
Noncurrent Liabilities
Membership and renters deposits 311,987
Developers deferred revenues 62,638
Note Payable, noncurrent 45,952
Bonds Payable, noncurrent 4,622,000
Other noncurrent liabilities 11,776
Total Noncurrent Liabilities 5,054,353
Total Liabilities $ 6,046,563
Deferred Inflows of Resources
Total Deferred inflow related to TCDRS, net 5 28,526
NET POSITION .
Net Investment In Capital Assets 3,420,984
Restricted for:
Interest & Sinking Fund - Bond Debt Service 140,943
Construction 1,991,183
Unrestricted 347,328
Total Net Position $ 5,900,438

Qae accnmnanving notes to the financial statements



BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2025

PROPRIETARY FUND

Operating Revenues
Water sales
Installation tap fees
Late charges
Reconnect fees
Line extension fees
Other income

Total Operating Revenues

Operating Expenses
Salaries
Employee benefits

Surface water lease availability

Field supplies

Utilities and telephone
Legal and professional
Repairs - water system
Repairs - other

Sludge removal

Fuel and oil

Office expense
Insurance - property
Chlorine supplies

Water system fees and samples

Rentals

Continuing education
Taxes

Miscellaneous

Board meetings
Depreciation

Total Operating Income/(Loss)

Change in Net Position

Non-Operating Income/(Expense)

Interest Income
Sewer Income
Tower rent revenue

Gain on sale of capital assets

Bond Issuance Costs
Interest expense

Total Non-Operating Revenues (Expenses)

Change in Net Position

Net Position at Beginning of the Year

Net Position at End of the Year

See accompanying notes to the financial statements

$ 1,935,454
114,260
19,613

4,750

57,975
23,798

2,155,850

657,615
97,461
42,979
71,396
107,935
20,938
97,113
44,206
7,686
20,163
36,899
70,381
140,294
31,756
2,089
10,031
50,308
22,593
5,287

329,197

1,866,327

289,523

117,002
12,735
19,200
12,255

(90,100)

241,012

(169,920)

119,603
5,780,835

$ 5,900,438

#



BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2025

Cash Flows from Operating Activities:
Cash received from customers
Cash payment to suppliers for goods and services

Cash payment to employees for services
Net cash provided by operating activities

Cash Flows from Capital and Related Financing Activities:
Cash paid for interest expense on bond payable and notes
Cash received from note proceeds
Cash received from bond proceeds
Cash paid for principal repayment of bonds
Cash paid for principal repayment on notes payable
Cash paid for acquisition and construction of capital assets
Cash received for sale of capital assets
Cash received for other non-operating revenues
Cash paid for bond issuance costs

Net cash used for capital and related financing activities

Cash flows from Inveéting Activities:

Retirement of certificate of deposits
Interest income
Net cash provided by investing activities

Net Increase/(Decrease) in cash

Cash and cash equivalents, December 31, 2024
Cash and cash equivalents, December 31, 2025

Reconciliation of operating income to net cash flows from operating activities:
Operating income
Add: Depreciation
(Increase)/Decrease in current assets:
Accounts receivable, net
Increase/(Decrease) in liabilities:
Other curtent liabilities
Customer deposits
Developer deferred revenues
Other noncurrent liabilities
Pension plan assets, outflows and inflows

Net cash provided by operating activities

See accompanying notes to the financial statements

$ 2,155,850
(830,745)
680,780
644,325

(172,347)
91,350
3,200,000
(354,000)
(90,574)
(1,411,145)
12,255
31,935
90,100
1,217,374

100,000
116,171
216,171

2,077,870

376,854

$ 2,454,724

$ 289,523
329,197

54,764

16,586

4,579
(27,351)

192

(23,165)

$ 644,325

]



BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE A - DESCRIPTION OF THE DISTRICT AND REPORTING ENTITY

Bright Star-Salem Special Utility District (the District) is a consumer cooperative providing water services to members
living near small communities near Bright Star and Salem, Texas. The District provides water service to approximately
2,500 members. Bright Star-Salem had operated as a water supply corporation (a not-for-profit organization) for several

years prior to July 1, 2007.

On April 6, 2006, the membership of Bright Star-Salem Water Supply Corporation voted to approve the conversion to a
Special Utility District. An order creating the Bright Star-Salem Special Utility District was approved and signed by the
Executive Director of the Texas Commission on Environmental Quality on February 21, 2007. The final confirmation
election by the membership to create the Bright Star-Salem Special Utility District was held on May 12, 2007. In that
election, the members voted to confimm their previous vote. Bright Star-Salem officially converted to a special utility

district on July 1,2007.

The primary effect of the conversion was that Bright Star-Salem no longer operated as a not-for-profit organization. It is
recognized as a government entity.

Reporting Entity

The Board of Directors, a five-member group, has governance responsibilities over all activities related to the
. administration of the District. Because the members of the Board are elected, they have the authority to make decisions,
appoint managers, and significantly influence operations, and have the primary accountability for fiscal matters. The
District, for financial purposes, includes all of the funds relevant to the operation of the Bright Star-Salem Special Utility
District. The financial statements presented herein do not include agencies which have been formed under applicable state
laws or separate and distinct units of government apart from the Bright Star-Salem Special Utility District.

The financial statements of the District do not include any separately administered organizations. No such organizations
exist that are controlled by or are dependent on the District. Control or dependence is determined on the basis of budget
adoption, funding, and appointment of the respective governing board.

The District is not included in any other governmental reporting entity as defined by Governmental Accounting Standards
Board (GASB) in its Statement No. 14, The Financial Reporting Entity.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the District have been prepared in accordance with generally accepted accounting principles
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard setting body for governmental accounting and financial reporting principles. The most significant of the District’s

accounting policies are described below.

During the year ended December 31, 2025, the District evaluated GASB Statement No. 101, Compensated Absences. This
Statement establishes guidance for the recognition and measurement of compensated absences by requiring governments to
recognize a liability for leave that is attributable to services already rendered and that is probable of being used or paid,
including leave that would be settled through cash payments or by reducing future service obligations, Based on the
District’s existing policies, the implementation of this standard did not result in a change to the recognition or measurement
of compensated absences, and no adjustment to beginning net position was required. The provisions of GASB Statement
No. 101 will apply to the extent the District’s policies change in a manner that would affect the recognition of compensated

absences in future periods.

11



Basis of Presentation

The District’s basic financial statements consist of fund financial statements including a statement of net position, 2
statement revenues, expenses, changes in fund net position, and statement of cash flows. Because the District is engaged
only in business-type activities, government-wide financial statements are not presented.

Fund Financial Statements

During the year, the District segregates transactions related to certain District functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance. Fund financial statements are designed to present
financial information of the District at this more detailed level. The focus of enterprise fund financial statements is on
major funds. Each major fund is presented in a separate column. Nonmajor funds, if any, are aggregated and presented

in a single column. The District only has a water fund, which is a major fund.

Fund Accounting

The District uses funds to maintain its financial records during the year. A fund is defined as a fiscal and accounting entity
with a self-balancing set of accounts. The District utilizes one category of funds: proprietary. The only fund type used by
the District is a Proprietary Fund, and is described below:

Proprietary Fund

Proprietary fund reporting focuses on the determination of operating income, changes in net position, financial position,
and cash flows. The District’s proprietary fund is classified as an enterprise fund. Enterprise funds may be used to account
for any activity for which a fee is charged to external users for goods or services.

Water Fund — The Water Fund is used to account for the revenues generated from the charges for water services and related
activities provided to the customers of the District.

Measurement Focus Fund Financial Statements

Proprietary funds are accounted for on a flow of economic resources measurement focus. All assets and all liabilities
associated with the operation of these funds are included on the statement of fund net position. The statement of changes in
revenues, expenses, and changes in fund net position presents increases (i.e., revenues) and decreases (i.e., expenses) in net
total position, The statement of cash flows provides information about how the District finances and meets the cash flow

needs of its proprietary activities.
Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the financial
statements. Proprietary fund financial statements are prepared using the accrual basis of accounting.

Revenues — Exchange and Non-exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is reported
on the accrual basis when the exchange takes place. Available means that the resources will be collected within the current
year or are expected to be collected soon enough thereafter to be used to pay liabilities of the current year. For the

District, available means expected to be received within thirty (30) days of year end.

Nonexchange transactions, in which the District receives value without directly giving equal value in return, include grants,
entitlements, and donations. On an accrual basis, revenue from grants, entitlements, and donations is recognized in the year
in which all eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which
specify the year when the resources are required to be used or the year when use is first permitted; matching requirements,
in which the District must provide local resources to be used for a specified purpose; and expenditure requirements, in

which the resources are provided to the District on a reimbursement basis.

Expenses

On the accrual basis of accounting, expenses are recognized at the time they are incurred.
12



Budget Process

Formal budgetary accounting is employed as a management control for the District. The same basis of accounting is used
to reflect actual revenues and expenses recognized on a generally accepted accounting principles basis. TheBoard of
Directors adopts a budget for the Proprietary Fund of the District. :

Once a budget is approved, it can be amended only by approval of a majority of the Board of Directors. Amendments are
presented to the Board at its regular meetings. Each amendment must have Board approval. As required by law, such
amendments are made before the fact and are reflected in the official minutes of the Board. The District did amend the

original budget multiple times during the year ended December 31, 2025.

For expenses, the significant amendments included an increase to salaries by $90,000, an increase to interest expense by
$128,172, and a decrease of ($75,000) to repairs. Even after each of the budget amendments, a number of the expense line
items on budget comparison schedule showed that the actual expenses recorded were greater than the amounts budgeted for

those same expense line items but did not exceed the budget in total.

Cash and Cash Equivalents

For purposes of the statement of cash flows, highly liquid investments are considered to be cash equivalents if they have a
maturities of three months or less whenpurchased.

Restricted Assets (Cash)

Cash accounts that are restricted for specific purposes are disclosed separately. The restricted cash accounts are all related
to the debt and expenses for the Water System Refund Revenue Bonds, Series 2019. Cash is also restricted for unspent

funds for construction from Bond Series, 2025.

Investments

The District invests only in certificates of deposit and money market bank accounts.

. Fair Values of Financial Instruments

The following methods and assumptions were used by Bright Star-Salem Special Utility District in estimating its fair value
disclosures for financial instruments:

e Cash and equivalents: The carrying amounts reported in the statement of financial position approximate
fair values because of the short maturities of those instruments. Cash is recorded at amortized cost.

o Certificates of deposit: The carrying amounts reported in the statement of financial position are the original costs
of the certificates of deposit plus any earned interest added to the certificate principal. CDs are recorded at

amortized cost.

e Long-term debt: The fair values of the notes payable are based on their principal balances (carrying amounts).

Receivables

Charges for water services billed but not collected as of December 31, 2025 are recorded as service charges receivable. No
allowance for doubtful accounts has been recorded because of historical collection efforts.

Capital Assets

r estimated historical cost) and updated for additions and retirements during the

All capital assets are capitalized at cost (0
year, Donated fixed assets are reported at their fair market value as of the date received. The District maintains a

capitalization threshold of $2,500.
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All capital assets are depreciated, except for land and construction-in-progress. Improvements are depreciated over the
remaining useful lives of the related capital assets. Useful lives for infrastructure are estimated based on the District’s
historical records of necessary improvements and replacements. Depreciation is computed using the straight-line method

over the following useful lives:

Fixed Asset Category Depreciation Lives
Buildings and Building Improvements 10-40 years
Office Fumniture and Equipment 5-10 years
Field Equipment 5-7 years
Water System and Equipment 40-50 years System Mapping
Lake Fork Water System (original purchase) 20 years
Vehicles : 5 years

Developers' Deferred Revenues

In the past, when a developer established a residential housing development within Bright Star-Salem’s service area, they
had to pay two separate types of reserve charges before the District would construct the water lines and provide water to the

lots. These charges applied to each separate development.

The first was a reserve water charge. With the reserve water charge, the developer paid to the District the minimum
monthly water charge for each unsold lot for the next twelve (12) months. This amount was paid upon signing a contract
with the District. At the next annual contract anniversary date, the developer again paid to the District the minimum
monthly water charge for each unsold lot for the next twelve months. This amount should decrease each year as lots are
sold and become “paid connections”. Once a lot became a paid connection, the developer was no longer responsible for
making the annual payment for that lot. On the first contract anniversary date after at least 50% of the developer’s lots had
become paid connections, the developer no longer paid the reserve water charge for that development.

The amount of reserve water charge received in a fiscal year that applies to any months in that same fiscal year was
recorded as a reserve water service revenue. The amount of reserve water charge received in any fiscal year that applied to

months in the subsequent fiscal year was recorded as a deferred revenue.

The second type of reserve water charge is the reserve water deposit. The reserve water deposit was calculated in the same
manner as the reserve water charge, except the minimum monthly service charge is calculated for twenty-four (24) months.
The purpose of this payment was to serve as a deposit reserve fund. If a developer failed to make a reserve water charge at
any time in a subsequent year, the funds from the reserve water deposit would be used to make the developer’s reserve

water charge.

Since the reserve water deposit was not yet been earned by the District, it was recorded as deferred revenue. Once 50% of
the development’s lots have become paid connections, any reserve water deposit funds that had not been applied as reserve
water charges were then removed from the deferred revenue accounts and recorded as reserve water service revenues. Any

remaining reserve water deposit funds are refunded to the developers.
During 2010, the District’s Board of Directors changed the policy for developer payments, with an effective date of
February 18, 2010. Subsequent to that date, developers paid for the construction of the water lines, but were no longer be

required to make any types of reserve water charges. Agreements made prior to that date will still be subject to the
agreements as originally made, which includes the reserve deposits.

These deferred revenues are recorded as long-term liabilities on the Statement of Net Position.

Inventory
Inventory items are expensed when purchased.

Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term obligations payable from proprietary funds are reported on the proprietary
fund financial statements.
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In the proprietary fund types in the fund financial statements, long-term debt and other long-term obligations are reported
as liabilities in the proprietary fund type statement of net position. Bond issuance costs, whether withheld from the actual
debt proceeds or not, are expensed in the reporting period in which they are incurred. Prepaid insurance costs are expensed

over the life of the insurance coverage.

Compensated Absences

The District allows employees to carry over eamned, but unused, vacation. Unused time of sixty days per year can be carried
over to the next fiscal year for a maximum allowable accumulation of ninety-five days. Unused time can be paid upon
leaving the District. Because of the immateriality of the amount of any carried over earned, but unused, vacation, the
amount of this compensated absence is not disclosed in these financial statements.

Customer and Renters’ Deposits

Upon commencement of water service from Bright Star-Salem, all customers must pay a customer deposit of $125. The
customer deposit is refundable upon the customer’s request to cease water service. If the customer rents the property to a
renter, the renter must also pay a renter’s deposit to Bright Star-Salem of $125. If all payments have been paid by a renter
when he ceases water service, the renter’s deposit is refunded to them.

Pension Plan
The District participates in the Texas County & District Retirement System (TCDRS).

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

Effective with the fiscal year ended December 31, 2015, the District implemented GASB Statement No. 68, which
significantly changes what governmental entities must report in their financial statements and pension disclosures. This
statement establishes procedures for measuring and recognizing the obligations associated with pensions as well as
identifies methods for attributing the associated costs to the appropriate period as they are earned over an employee's
career. Also included in this statement are amendments to the note and required supplementary information requirements,

as well as details to address special funding situations.

Deferred Outflow of Resources and Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element represents a consumption of resources that applies to a future period(s)
and therefore will not be recognized as an outflow of resources (expense/expenditures) until then.

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for deferred inflows or
resources. This separate financial statement element represents an acquisition of resources that applies to a future period(s)
and therefore will not be recognized as an inflow of resources (revenue) until thattime.

Net Position

Net position represents the difference between assets plus deferred outflow of resources, and liabilities plus deferred inflow
of resources. Net investment in capital assets, consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowing used for the acquisition, construction, or improvement of those assets.
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For purposes of net position, fund equities are displayed as net investment in capital assets, restricted, and unrestricted. Net
position assets are reported as restricted when there are limitations imposed on their use either through constitutional
provisions or enabling legislation or through external restrictions imposed by creditors, grantors, or laws or regulations of
other governments. The District has restricted balances, which is an external restriction by creditors, related to the debt
service for the 2019 bond issue. The Debt Service (I&S) restriction $140,943 represents the net position assets restricted for
interest and sinking purposes on the 2019 revenue bonds. The Construction restriction $1,991,183 represents the net

position assets restricted for construction purposes on the 2025 revenue bonds.

In instances where an expenditure may be made from restricted or unrestricted funds, the policy for determination of which
of the net position funds will be used will be made on a case-by-case basis by the District Board, or anthorized person.

Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the proprietary funds. For the
District, these revenues are charges for providing water services and other services related to the operation of the water
system, such as installation tap fees, reconnect fees, late charges, and line extension fees. Operating expenses are necessary
costs that have been incurred in order to provide the good or service that is the primary activity of the fund.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires the District's
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses for

the reporting period. Actual results could differ from those estimates.

NOTE C - CASH AND INVESTMENTS

The Public Funds Investment Act requires an annual audit of investment practices. Audit procedures in this area disclosed
that in the areas of investment practices, management reports and establishment of appropriate policies, the District was in

substantial compliance with the requirements of the Act.

Custodial Credit Risk for Deposits — State law requires governmental entities to contract with financial institutions in which
funds will be deposited to secure those deposits with insurance or pledged securities with a fair value equaling or exceeding
the amount on deposit at the end of each business day. The pledged securities must be in the name of the governmental
entity and held by the entity or its agents. Since the District complies with this law, it has no custodial credit risk for

deposits.

The District's depository bank deposits for safekeeping and trust with the District's agent bank approved pledged securities
in an amount sufficient to protect District funds on a day-to-day basis during the period of the contract. The pledge of
approved securities is waived only to the extent of the depository bank's dollar amount of Federal Deposit Insurance

Corporation ("FDIC") insurance.

The District's cash deposits and certificates of deposit at December 31, 2025 were entirely covered by FDIC insurance or
by pledged collateral held by the District's agent bank in the District's name.

The Public Funds Investment Act (the "Act") (Government Code Chapter 2256) contains specific provisions in the areas of
investment practices, management reports and establishment of appropriate policies. Among other things, it requires the
District to adopt, implement, and publicize an investment policy. That policy must address the following areas: (1) safety of
principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates
of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted maturity
allowed based on the stated maturity date for the portfolio, (8) investment staff quality and capabilities, and (9) bid

solicitation preferences for certificates of deposit.
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State statutes and the District's Investment Policy authorize the District to invest in 1) obligations of the U.S. or its agencies
and instrumentalities; 2) obligations of the State of Texas or its agencies; 3) guaranteed or secured certificates of deposit
issued by state or national banks domiciled in Texas; 4) fully collateralized repurchase agreements; 5) bankers acceptances,
6) commercial paper, 7) money market mutual funds and no-load mutual funds, and 8) public investment pools. Temporary
investments are reported at cost, which approximates market, and are secured, when necessary, by the Federal Deposit
Insurance Corporation (FDIC). The Act also requires the District to have independent auditors perform test procedures
related to investment practices as provided by the Act. The District is in substantial compliance with the requirements of

the Act and with local policies.

As of December 31, 2025 the District had the following investments:

Amortized
Inves tment Cost
TexPool Investment Pool
Total Investment Pools 2,385,399
Total 2,385,399

The Texas Local Government Investment Pool (“TexPool”) is organized in conformity with the Interlocal Cooperation Act,
Chapter 891 of the Texas Government Code, and the Public Funds Investment Act, Chapter 2256 of the Texas Government
Code. The Texas Comptroller of Public Accounts is the sole officer, director and shareholder of the Texas Treasury
Safekeeping Trust Company (“Trust Company”), which is authorized to operate TexPool.

Pursuant to the TexPool Participation Agreement, administrative and investment services to TexPool are provided by
Lehman Brothers Inc. and Federated Investor’s, Inc., under an agreement with the Comptroller, acting on behalf of the
Trust Company. In addition, the TexPool Advisory Board advises on TexPool’s Investment Policy and approves any fee
increases. As required by the Public Funds Investment Act, the Board is composed equally of participants in TexPool and
other persons who do not have a business relationship with TexPool who are qualified to advice TexPool. As of December
31, 2025, the District’s investments in public funds investment pools in TexPool was rated AAAm by Standards & Poor’s.

NOTE D - CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2025, was as follows:

Balance Deletions / Balance
1/1/2025 Additions Reclassifications 12/31/2025
Capital Assets not being Depreciated:
Land $ 130959 - - $ 130,959
Constructions-in-Process 36,076 1,421,438 - 1,457,514
Total Capital Assets not being Depreciated 167,035 1,421,438 - 1,588,473
Capital Assets being Depreciated:
Water System 12,135,561 164,000 - 12,299,561
Building & Improvements ’ 175955 - - 175,955
Office Furniture & Field Equipment 394929 3,855 (7,490) 391,294
Vehicles 235,004 97,225 (19,484) 312,745
Total Capital Assets being Depreciated 12,941,449 265,080 (26,974) 13,179,555
Less: Total Accumulated Depreciation (5,773,660) (329,197) 19,484 (6,083,373)
Total Capital Assets being Depreciated, Net 7,167,789 (64,117) "~ (7490) 7,096,182
Total Capital Assets, Net § 7334824 1,357,321 (7,490) $ 8,684,655

During fiscal year 2025, the District purchased a line locater, 2025 Chevrolet 3500, 2025 Chevrolet 1500 and water system
improvements. The District sold a fully depreciated 2008 dodge truck for $12,255 and removed a duplicate asset.

Constructions-in-Process includes $332,566 for construction of a new well for the District and $1,124,948 for the pressure
tank and plant improvement for North Shore.
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NOTE E - LONG-TERM DEBT

On July 22, 2019, the District’s Board approved an ordinance authorizing an ordinance authorizing the issuance of the
Water System Revenue Refunding Bonds, Series 2019 in the principal amount of $3,845,000. The bonds were
purchased by Southside Banlk in Tyler, Texas on September 4, 2019. The Series 2019 Refunding Bonds were used to fund
the call of a prior Water System Revenue Bonds. The bonds of the Series 2019 are callable on September 1, 2026.

On January 27, 2025, the District’s Board approved an ordinance authorizing the issuance of the Water System Revenue
Bonds, Series 2025 in the principal amount of $3,200,000. The bonds were purchased by Broad Street Bank in Mineola,
Texas on February 13,2025. The bonds of the Series 2025 are callable on February 15, 2030.

The District’s outstanding notes related to business-type activities contain provisions that in an event of default,
outstanding amounts due become immediately due if the District is unable to make payment. If the District is unable to
make those payments, the financing entity may repossess all equipment, property, water lines, and accounts owned by the
District, and any inventory.

Changes in long-term obligations for the year ended December 3 l,-2025, are as follows:

Balance at Balance at Due within
1/1/2025 Increase Decrease 12/31/2025 One Year

Business-type activities:
Water Syst. Refund Rev. Bonds,

Series 2019 (2.99%), Due in 2030 $ 2,276,000 $ - - $(354,000)  $ 1,922,000 $ 365,000
Water Syst. Revenue Bonds,

Series 2025 (5.929%), Due in 2040 - 3,200,000 - 3,200,000 135,000
Direct borrowings:

Loan payable (4.75%), Due in 2027 140,895 - (68,764) 72,131 65,964

Note Payable (6.026%), Due in 2028 - 91,350 (21,810) 69,540 29,755
Business activity long-term liabilities $ 2,416,895 $ 3,291,350 $(444,574)  § 5,263,671 $ 595,719

Debt service requirements to maturity on long-term debt at December 31, 2025, are as follows:

Business-Type Activities

Year Ending Bonds Loan Payable
December 31, Principal Interest Principal Interest
2026 500,000 243225 95,719 5370
2027 514,000 224,158 37,755 1,718
2028 533,000 204,377 . 8,198 123
2029 561,000 183,585 - -
2030 579,000 161,664 - -
2031-2036 1,285,000 650,669 - -
2037-2040 1,150,000 141,727 - -
Totals $ 5,122,000 $ 1,809,405 $ 141,671 $§ 7211

Interest expense was $241,012 for the year ended December 31, 2025.

18



NOTE F - EMPLOYEES’ PENSION PLAN

Plan Description

The District participates as one of 890 Texas counties and districts in the defined benefit pension plan administered by the
Texas County and District Retirement System (TCDRS). TCDRS is a system created in 1967 by the Texas Legislature
and is administered in accordance with the Texas Government Code, Title 8, Subtitle F, the TCDRS Act, as an agent
multiple-employer retirement system for Texas county and district employees. The TCDRS Act places the general
administration of TCDRS with a nine-member Board of Trustees. Although the Govemnor, in coordination with Senate
approval, appoints the TCDRS Board members, TCDRS does NOT receive State funding. The TCDRS Act further
intended that the defined benefit pension plan be construed and administered in a manner that the retirement system will
. be considered qualified under Section 401(a) of the Internal Revenue Code. TCDRS issues an annual comprehensive
financial report (ACFR) on a calendar year basis, which may be obtained by writing to the TCDRS Board of Trustees,

P.O. Box 2034, Austin, Texas 78768-2034.

All eligible employees of the District are required to be enrolled in the plan.

Benefits Provided and Contributions

TCDRS provides retirement, disability, and death benefits to plan members and their beneficiaries. Plan provisions,
applicable to District employees, are adopted by the Board within the options available in the TCDRS Act.

District employees deposit 7% of their paychecks into their TCDRS account. The employee’s savings grow by law, at a
rate of 7%, compounded annually. At retirement, the employee’s account balance is combined with District matching
($1.5 for every dollar in the employee’s account) and converted into a lifetime monthly benefit.

Employees receive a month of service time for each month that they make a deposit into their account. The amount of
service an employee needs to earn a future benefit is called the vesting requirement. When an employee is vested, he or
she has the right to the aforementioned monthly benefit at age 60 or older. Employees may retire before age 60 if they

meet one of the following requirements:

e “Rule of" eligibility — Under these rules, a vested employee can retire if their age plus years of service time
adds up to at least 75

o 30-year retirement at any age — This lets employees retire when they have at least 30 years of service time.

Retirees elect to receive their lifetime benefit by choosing from one of seven actuarially equivalent payment options.

At the December 31, 2024, valuation and measurement date, the following is a breakdown of District pension plan
members:

Annuitants currently receiving benefits 2
Inactive employees entitled to benefits 3
Depositing members 10

Total 15

Actuarial Assumptions

The total pension liability was determined by an actuarial valuation as of December 31, 2024, using the following

actuarial assumptions:
TCDRS system-wide economic assumptions

Real rate of return 5.00%
Inflation 2.50%
Long-term investment return* 7.50%

*net of investment expenses
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Assuming interest will be credited at these nominal annual rates to the various funds, the actuariant has then assumed the
following:

e An annual rate of 7.5% for calculating the actuarial accrued liability and normal cost contributions rate Jor
the retirement plan of the District.

o An annual rate of 7% required under the TCDRS Act for: (1) accumulating current service credit and multiple
matching credit after the valuation date; (2) accumulating prior service credit after the valuation date; (3)
determining the amount of the monthly benefit at future dates of retirement or disability; and (4) calculating
the actuarial accrued liability of the system-wide Current Service Annuity Reserve Fund,

The annual salary increase rates assumed for individual members vary by length of service and by entry-age group. The
annual rates consist of a general wage inflation component of 3% (made up of 2.5% inflation and 0.5% productivity
increase assumptions) and a merit, promotion and longevity component that on average approximates 1.7% per year for a

career employee.

Rate of Return

The long-term expected rate of retun on TCDRS assets is determined by adding expected inflation to expected long-term
real returns, and reflecting expected volatility and correlation. The capital market assumptions and information shown
below are provided by TCDRS’ investment consultant, Cliffwater LLC. The numbers shown are based on January 2025

information for a 10-year time horizon.

Note that the valuation assumption for the long-term expected retum is re-assessed in detail at a minimum of every four
years, and is set based on a long-term time horizon. The TCDRS Board of Trustees adopted the current assumption at
their March 2021 meeting. The assumption for the long-term expected retum is reviewed annually for continued
compliance with the relevant actuarial standards of practice. Milliman relies on the expertise of Cliffwater in this
assessment.

Target  Geometric Real

Asset Class Benchmark Allocation _Rate of Return
US Equities Dow Jones U.S. Total Stock Market Index 13.00% 5.35%
Global Equities MSCI World (net) Index 4.00% 5.15%
Int'l Equities - Developed MSCI World Ex USA (net) Index © 6.00% 4.75%
Int'l Equities - Emerging MSCI Emerging Markets (net) Index 0.00% 4.75%
Investment Grade Bonds Bloomburg U.S. Aggregate Bond Index 3.00% 2.55%
Strategic Credit FTSE High-Yield Cash-Pay Index 9.00% 3.70%
Direct Lending Momingstar LSTA US Leveraged Loan TR USD Index 16.00% 6.85%
Distressed Debt Cambridge Associates Distressed Securities Index 4.00% 6.80%
REIT Equities 67% FTSE NAREIT All Equity REIT's Index +33%
S&P Global REIT (net) Index 2.00% 3.95%
Master Ltd. Partnerships Alerian MLP Index 2.00% 4,95%
Commodities Bloomberg Commodities Index 2.00% 1.00%
Private Real Estate Partnerships Cambridge Associates Real Estate Index 6.00% 5.75%
Private Equity Cambridge Associates Global Private Equity
& Venture Capital Index 25.00% 8.15%
Hedge Funds Hedge Fund Research, Inc. (HFRI) Fund of
Funds Composite Index 6.00% 3.60%
Cash Equivalents 90-Day U.S. Treasury 2.00% 1.10%

Discount Rate

Due to the projected fiduciary net position being projected to be sufficient to pay projected benefit payments in all future
years, the discount rate for purposes of calculating the total pension liability and net pension liability of the District is
equal to the long-term assumed rate of return on investments. This long-term assumed rate of refurn should be net of
investment expenses, but gross of administrative expenses for GASB 68 purposes. Therefore, the actuariant has used a
discount rate of 7.6%. This rate reflects the long-term assumed rate of return on assets for funding purposes of 7.5%, net
of all expenses, increased by 0.1% to be gross of administrative expenses.
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Net Pension Liability/(Asset)

The District’s net pension liability for the fiscal year ended December 31, 2025, was measured as of December 31, 2024,
and the total pension liability used to calculate the net pension liability was determined by actuarial valuations as of those
respective dates. The components of the net pension liability of the District at December 31, 2024, is as follows:

Fiscal Year Ending
December 31, 2025
Total pension liability $ 1,203,177
Fiduciary net position (1,328,415)
Net pension liability/(asset) $ (125,238)
Fiduciary net position as a %
of total pension liability 110.41%

Sensitivity Analysis

The following presents the net pension liability of the District, calculated using the discount rate of 7.6%, as well as what
the District’s net pension liability would be if it were calculated using a discount rate that is 1 percentage point lower
© (6.6%) or 1 percentage point higher (8.6%) than the current rate:

1% Decrease  Current Rate 1% Increase

6.60% 7.60% 8.60%
Total pension liability $ 1,379,783 $1,203,177  $1,054,695
Fiduciary net position (1,328,415) _ (1,328,415) _ (1,328,415)

Net pension liability/(asset) ~ _$ 51,368 _$ (125238) _§ (273,720)

Changes in Net Pension Liability/(Asset

Total Pension Fiduciary Net Pension
Liability Net Position  Liability/(Asset)
(a) (b) (a)-(b)
Balance as of December 31, 2023 $ 1,086,570 § 1,145328 §  (58,758)
Increase (decrease) in: .
Service cost 70,801 - 70,801
Interest on total pension liability 87,034 - 87,034
Effect of plan changes 6,115 - 6,115
Effect of economic/demographic gains or losses (22,505) - (22,505)
. Effect of assumptions changes or inputs - - -
Refund of contributions (11,000) (11,000) -
Benefit payments (13,839) (13,839) -
Administrative expenses - (723) 723
Member contributions - 40,796 (40,796)
Net investment income , - 118,060 (118,060)
Employer contributions - 46,041 (46,041)
Other - 3,751 (3,751)
Balance as of December 31, 2024 $ 1,203,176 $ 1328414 § (125238)

Pension Expense/(Income)

For the fiscal year ended December 31, 2025, the District recognized pension expense of $27,115.
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Deferred Outflows/Inflows Related to Pensions

At December 31, 2025, The District reported,

in the aggregate, deferred outflows related to pensions in the amount of
items contained in deferred outflows related to pensions.

$102,920. The following schedule presents the

Differences between expected and actual experience

Changes in assumptions

Contributions made subsequent to measurement date

Fiscal Year Ending
December 31, 2025
$ 23,390
29,250
Net difference between projected and actual earnings -
50,280
$ 102,920

Total deferred outflows related to pensions

Contributions made subsequent to the measurement date in the amount of $50,280, will be reco

the net pension liability for the fiscal year ended December 31, 2024,

gnized as a reduction of

At December 31, 2025, the District reported, in the aggregate, deferred inflows related to pensions in the amounts of
$28,526. The following schedule presents the items contained in deferred inflows related to pensions:

Differences between expected and actual experience

Changes in assumptions

Net difference between projected and actual earnings

Total deferred inflows related to pensions

Fiscal Year Ending
December 31, 2025

$ 20,356

8,170

$ 28,526

The other amounts currently reported as deferred outflows of resources and deferred inflows of resources related to
pensions, excluding contributions made subsequent to the measurement date, will be recognized in pension expense as

follows:
For the Fiscal Year(s) Ending Recognition of
December 31, DOoR/DIoR
2025 $ 1,168
2026 20,200
2027 (6,969)
2028 (837)
2029 4,474
Thereafter 6,078
Total $ 24,114
NOTE G - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft

of, damage to, and destruction of assets; errors and

omissions; and natural disasters. The District continues to carry commercial insurance for all of these types of risks of loss,

including commercial building and property, vehicle collision,
compensation, and public officials’ liability. Settled claims resultin
insurance coverage in any of the past three fiscal years.

NOTE H - SUBSEQUENT EVENTS

Subsequent ev

22

liability,

comprehensive, builder’s risk, workman’s
g from these risks have not exceeded commercial

ents have been evaluated through May 12, 2026, which is the date the financial statements were issued.



BRIGHT STAR-SALEM SUD
REQUIRED SUPPLEMENTARY INFORMA TION



€T

-rea s1q suondumsse JO saSUeYd 0T 219M 213U, - SUOHdUMSSD Ul saduoy?) (1)
-reak o Summp s1yeusq U sa3Teys ou am aXY], - SeSupyD Jysusg (m

-puan Jeak-QT ® uo Jussard o)

SNUQUOD [ JOLYSI(Y 34T, S[qETEAR Sem 10T USnOTR $70T ‘1€ 19qUIS0a( papua sTea J1p 10} mopewLoyuy - uonouasaid ()
SOLLVY QALVIZY ANV ALITIEVIT NOISNIJ LIN NI SIONVHO 40 TINATHDS OL SALON

%659~ %Lp'S- %S0°ST- %ITT %EY'6 %I6'1- %IEST- %38E'T- %60°01- %6¥ 1T
16576 § TL8'SSE § BLESLE § STTOLE § VL8SOF § ¥09WLy S 68SI8F S OLS'EZS § €SS°T8S § T08TIC §
%68'801 %E9901 %LY'STT %58°101 %867901 %ETTOT  %P6PIT  %IETOT  %I¥SOT  %I¥OIL
(SL1TD S (c1007) § (88¥9S) S (61£®) § (OLT8) S (Ov0'6) S (zos1z) § (LsvzD)  (8sL8s)  (s€szl)
0bT'65T CESTTE 966'91# 1ZE'LSY L5986 3HT'S0L TES'LEG 162796 . sTE Syl VIV'STET
¥66°6TT 6£T 65T cE8'1ZE 966°0T¥ 1ZE°LSY LS 98S 8YT80L TE8°LEE 1€T°296 SZESHT'T
9PTEE 96579 191°56 STEOb £ST'6T1 ¥L9'TTT $85°6ZT 66EHT L60°E8T 980°€81
(02) 08€E'E 879 3TY'1 8881 £78°T LEO'T 27t 6v0°% 1SL°E
(oL1) (o) o (89¢) (Lyy) (815) (zos) (¥95) (865) (ezL)
(sc0'1) (L98°€) (g2L'n) (96£7) - (1zr'y) = sz’ (66T°11) (6£8°¥D)
(690°t) 06£°61 YEL'LY (6vT°L) 8¥0°SL 61L°09 0¥0"e91 (zLE19) $L¥"901 090811
£87°61 T66'1T 9LT9T 9EE‘9T 11¥82 TTTEE T1LEE 0599 6LL°OY 96L°0F
£82°61 786°1T £28°TT PLSTT ESEYT 6v8°0E £0ETE 895°6¢ T69°EY T+09F
€90°3€T T23°10¢ 805°09€ 700°6%% 36T 84S T0T 669 0E6'S18 YL 66 0L5980°T  9LI'€0T'I
SET'LTT ¥90°3ET £78°10€ 805°09¢ 700°6%¥ 86T 8¥S 707669 0E6'S18 CHL'6Y6 0LS'980°T
0E6°01 8SL°E9 689°36 ¥6v°88 962°66 #06°0ST 8TLOTT ¥18°EET ST8'9El 909°911
(550'1) (298°¢) [CZ75)] (96£°7) - (1zv'y) = (czz'1) (66Z°1T) (6£8%2)
(L't TETPT (zsn) 95ty (z1e) 96T°0T 1T LEY'L LSS c
L6ST = (69%) & = STL'3Y LETT - - (sosz)
(z6€'s) PEG'E - SSYTT SS9 1T - - “ & <11’y
$ST°61 ot 8TI°LT LILIE S8Y°6E 63¢'Ly 16£°LS L8599 PIT'LL $£0°L8
868°7C $ SII'6C § TE6'EE § TELTIE § 8OKBE § SIEIE § 8YESS S18°09 ESYOL 108°0L
c10z 910z L10T 10T 6102 0702 1202 70T £20T ¥z0zT

‘1€ 19qWas3( PApu reax JO (] JUIWAMSEI

SZ0Z ‘1€ YATNADAA TAANT AVAX THL 904
NOLLVINHOANI AYVINTANATIINS ATIINOTA
JOTYISIA ALTTLLA TVIDALS WHTVS-IVIS ITHOMIE

Jo1ked pa1an0a JO ¢ © se Apqel] noisuad 19N
f1014ed pa19A02 S]qETOISTA]

Aypqey| vorsuad [£10) JO % ®© s uonisod jou AreronpLy

(Q) - (¢) = Sutpus “(3asse)/Amqer uoksuad 39N

(q) Surpus ‘wopsod 33u Lreronply

SurrmSaq ‘womsod 1eu Areronply

vonisod jou Areronpyy ur a8uegD 12N
1290
5950203 SANRRSTUNIPY
suonnqLuos Jo spumjay/sinamiied Jgousg
s9509dX2 JUSUSSAT JO J2U JUI0IUL JUIURSIAU]
SUOQNQLYUOS JIqUIAA
smonnqLyuos rekojduy

uonisog 3N ArenpLy

(=) Suipus “Amqer] uoisuad (Mo,
Surmm3aq “Amael] voisoad [0,
Aypqei vorsuad Tejo) Uy S3urerd 19N
suonNqLIu Jo SpUMJeY/SuswAed 15U
sasso[ 10 (sured) omderSomap/oIWIOU03 30 303
sindm 10 so3ueyo uondwmsse 3o 19399
soFmepo wepd yo 10303
Aymaqer| worsuad [£30} 0O 3S3120]
1500 92IAIRS
Anqery woisuag [HOL



BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2025

Actual
Contribution
Measurement Date of Actuarially Actual Contribution Pensionable asa % of
Year Ending Determined Employer Deficiency Covered Covered
December 31, Contribution Contribution (Excess) Payroll Payroll
2012 $ 9,959 § 13,988 § (4,028) § 279,756 5.0%
2013 9,364 13,610 (4,246) 272,208 5.0%
2014 12,188 17,793 (5,605) 296,545 6.0%
2015 10,959 19,283 (8,324) 321,391 6.0%
2016 11,781 21,952 (10,171) 365,872 6.0%
2017 10,285 22,523 (12,237) 375,378 6.0%
2018 9,857 22,574 (12,716) - 376,228 6.0%
2019 14,246 24,353 (10,106) 405,874 6.0%
2020 23,730 30,849 (7,119) 474,604 6.5%
2021 22,587 31,303 (8,717) 481,589 6.5%
2022 37,854 39,568 (1,714) 523,570 7.6%
2023 42,468 43,692 (1,223) 582,553 1.5%
2024 $ 43477 $ 46,041 § (2,564) § 582,802 7.9%
NOTES TO SCHEDULE OF EMPLOYER CONTRIBUTIONS
(1) Valuation Timing - Actuarially determined contribution rates are calculated as of December 31, two
years prior to the end of the fiscal year in which contributions are reported.
() Methods and Assumptions Used to Determine Contribution Rates -
Actuarial Cost Method Entry Age (level percentage of pay)
Amortization Method Level percentage of payroll, closed
Remaining Amortization Period 0.0 years (based on contribution rate calculated in 12/31/2024
valuation)
Asset Valuation Method ' 5-year smoothed market
Inflation 2.50%
Salary Increases Varies by age and service. 4.7% average over career including
inflation.
Investment Rate of Refurn 7.5%, net of administrative and investment expenses, including inflation
Retirement Age Members who are eligible for service retirement are assumed to

commence receiving benefit payments based on age. The
average age at service retirement for recent retirees is 61.

Mortality 135% of the Pub-2010 General Retirees Table for males and
120% of the Pub-2010 General Retirees Table for females,
both projected with 100% of the MP-2021 Ultimate scale

after 2010,
Changes in Assumptions and Methods Reflected 2015: New inflation, mortality and other assumptions were
in the Schedule of Employer Contributions* reflected.

2017: New mortality assumptions were reflected,
2019: New inflation, mortality and other assumptions were

reflected.
2022: New investment return and inflation assumptions were
reflected.
Changes in Plan Provisions Reflected in the 2015 - 2016: No changes in plan provisions.
Schedule of Employer Contributions* 2017: Employer contributions reflect that the member contribution

rate was increased to 7%, Also, new Annuity Purchase Rates
were reflected for benefits eamed after 2017,
2018: No changes in plan provisions were reflected in the Schedule,
2019: Employer contributions reflect that current service matching
rate was increased to 125% for future benefits.
2020: Employer contributions reflect that current service matching
rate was increased to 150% for future benefits,
2021 - 2024: No changes in plan provisions.

*Only changes effective 2015 and later are shown in the Notes
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BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
BUDGET COMPARISON SCHEDULE
PROPRIETARY FUND

OPERATING REVENUES
Water Sales $ 2,000,000 - $ 2,000,000 $ 1935454 § (64,546)
Installation Tap Fees 111,000 - 111,000 114,260 3,260
Late Charges 19,000 - 19,000 19,613 613
Reconnect Fees 6,000 - 6,000 4,750 (1,250)
Line Extension Fees 55,000 10,000 65,000 57,975 (7,025)
Other Income 5,500 500 6,000 23,798 17,798

Total Revenues 2,196,500 10,500 2,207,000 2,155,850 (51,150)
OPERATATING EXPENSES
Salaries 610,000 90,000 700,000 657,615 42,385
Employee Benefits 120,000 5,000 125,000 97,461 27,539
Surface Water Lease Availability 38,000 5,000 43,000 42,979 21
Field Supplies 70,000 - 70,000 71,396 (1,396)
Utilities & Telephone 117,500 1,000 118,500 107,935 10,565
Legal and Professional 19,500 1,750 21,250 20,938 312
Repairs - Water System 80,000 (15,000) 65,000 97,113 (32,113)
Repairs - Other 126,000 (75,625) 50,375 44,206 6,169
Sludge Removal 35,000 (25,000) 10,000 7,686 2,314
Fuel and Oil 26,000 (4,500) 21,500 20,163 1,337
Office Expense 45,100 (3,000) 42,100 36,899 5,201
Insurance - Property 70,000 - 70,000 70,381 (381)
Chlorine Supplies 145,000 - 145,000 140,294 4,706
Water System Fees and Samples 28,000 7,000 35,000 31,756 3,244
Rentals 3,000 - 3,000 2,089 911
Continuing Education : 9,000 2,000 11,000 10,031 969
Taxes 50,000 2,000 52,000 50,308 1,692
Miscellaneous 61,400 (25,200) 36,200 22,593 13,607
Board Meetings 8,500 (1,500) 7,000 5,287 1,713
Depreciation 330,000 - 330,000 329,197 803

Total Expenses 1,992,000 (36,075) 1,955,925 1,866,327 89,598
Excess (Deficiency) of Revenues

Over/(Under) Expenses 204,500 46,575 251,075 289,523 38,448
NON-OPERATING REVENUES (EXPENSES) )
Interest Income 100,000 20,000 120,000 117,002 (2,998)
Sewer Income 13,000 - 13,000 12,735 (265)
Tower rent revenue 19,200 - 19,200 19,200 -
Gain on sale of capital assets - - - 12,255 12,255
Bond Issuance Costs - - - (90,100) (90,100)
Interest expense (143,257) (128,172) (271,429) (241,012) 30,417

Total Non-Operating Revenues (Expenses) (11,057) (108,172) (119,229) (169,920) (50,691)

Change In Net Assets 193,443 (61,597) 131,846 119,603 (12,243)
Net Position, Beginning 5,780,835 - 5,780,835 5,780,835 -
Net Position, Ending $ 5,974,278 (61,597) 5,912,681 5,900,438 % (12,243)




BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
SCHEDULE OF SERVICES AND RATES
FOR THE YEAR ENDED DECEMBER 31, 2025

1. Services Provided by the District during the Year:

Retail Water

2. Retail Service Providers

a. Retail Rates for a 5/8” meter (or equivalent):

Flat Rate per 1,000
Minimum Minimum Rate Gallons Over
Charge Usage YN Minimum Use
Water: $39.00 0 Gallons N $4.15 (0-2,000)
$4.65 (2,001-10,000)
$5.75 (10,001-30,000)
$6.75 (>30,000)
District employs winter averaging for wastewater usage: No
Total charges per 10,000 gallons usage: Water: $ 84.50
b. Water Retail Connections:
Total Active ESFC Active
Meter Size Connections Connections Factor ESFCs
Unmetered - - X1.0
<3/4" 2,736 2,443 X1.0 2,431
3/4” 17 17 X115 24
1" 16 13 X235 35
11/2” 11 10 X5.0 50
2" 10 9 X8.0 72
3™ 4 3 X 15.0 30
4" 1 1
Total Water 2,795 2,496

3. Total Water Consumption during the Year (rounded to the nea rest thousand):

Gallons pumped into system: 166,603,611

Gallons billed to customers: 141,400,400

Water Accountability Ratio: (Gallons billed/Gallons pumped) 0.85

4. Standby Fees

None

26
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5.

Location of District
Counties in which the District is located: Wood and Rains
Is the District located entirely with one county? Yes X No

Is the District located within a city? Entirely Partly _ X Notatall

City(ies) in which the District is located:

Is the District located within a city’s extra territorial jurisdiction (ETJ)?
Entirely Partly _ X _ Notatall

ETJ)’s in which the District is located:

Are Board members appointed by an office outside the district? Yes _ X No

If Yes, by whom?

27



BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
SCHEDULE OF PROPRIETARY FUND EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2025

Personnel Expenditures:
(including benefits)

Professional Fees:
Postage
Auditing
Legal
Engineering
Purchased Services for Resale:
Surface Water Lease Availability

Contracted Services
Rental & Lease
Water System Fees
Water Samples

Telephone
Utilities
Repairs and Maintenance

Administrative Expenditures
Office Supplies
Insurance
Licenses
Software Maintenance
Advertising & Promotion
Interest
Other Administrative Expenditures

Other Expenses
.Fuel
Field Supplies
Depreciation/Amortization
Chlorine Supplies
Capital Outlay
Bond Issuance Costs
Miscellaneous

TOTAL EXPENSES, INCLUDING CAPITAL OUTLAY

TOTAL EXPENSES, EXCLUDING CAPITAL OUTLAY
Number of persons employed by the District:

Full-Time
Part-Time

R

805,384

14,607
18,750
2,188

* 4,000

42,9?9I

2,089
10,224
21,532

13,231
94,704

141,319

5,501
70,381
7,686
13,440
488
241,012
8,150

20,163
71,396
329,197
140,294
1,686,518
90,100
28,624

3,883,957

2,197,439

T
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BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
TEMPORARY INVESTMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025

TI-3

Balance
Certificate Interest Maturity at End
Proprietary Fund Number Rate Date of Year
Certificate of Deposit - BSB #1 5442477 4.50% 7/1/26 406,050
Certificate of Deposit - Yantis 1009 4.32% 4/26/26 55,408
Total $ 461,458

29
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BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
ANALYSIS OF CHANGES IN BONDED DEBT
FOR THE YEAR ENDED DECEMBER 31, 2025

Interest rate
Dates interest payable

Maturity dates

Bonds outstanding at beginning of year
Bonds/Notes sold during current year

Retirements during current year

Bonds outstanding at end of current year

Average annual Debt Service payment (Principal & Interest) for remaining term

of all debt:

Revenue Refund Revenue
Bond Issue Bond Issue
Series 2019 Series 2025 Totals
2.99% 5.93%

3/1 &9/1 2/15 & 8/15

9/1/2020 to 8/15/2025 to
9/1/2030 2/15/2040

$ 2,276,000 $ - $ 2,276,000
- 3,200,000 3,200,000

(354,000) A (354,000)

$ 1,922,000

$ 3,200,000 $§ 5,122,000

31

* Interest paid during current year $ 68,052 95,934 $ 163,986
Paying agent Southside Bank BroadStreet Bank
Tyler, Texas Mineola, Texas
Revenue Refund " Revenue
Bond Authority: Bond Issue Bond Issue Totals
Amount authorized by voters/board $ 3,907,000 $ 3,200,000 § 7,107,000
Amount issued 3,907,000 3,200,000 7,107,000
Remaining to be issued $ - $ - $ -
Debt Service Fund Cash/Temporary Investments balances as of December 31, 2025: $ 140,943

$ 741,746
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BRIGHT STAR-SALEM SPECIAL UTILITY DISTRICT
BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS
FOR THE YEAR ENDED DECEMBER 31, 2025

Name and Address Term Fees

Board Members:
Laura Reid

380 WCR 1522
Alba, TX 75410

5/26-5/29  $780

Jackie Staley 5/25-5/28  $780

320 WCR 1610
“Alba, TX 75410
Jeannine Hayes 5/24-5/27 $715
1362 RCR 2430
. Alba, TX 75410
Ron Burge 5/25-5/28  $520
328 RCR 2530
Alba, TX 75410

Paula Hass 5/24-5/27 $780

P.0. Box 120
Alba, TX 75410

Expenses

Title

President

Vice-President

Secretary/Treasurer

Director

Director

Note: No director is disqualified from serving on this board under the Texas Water Code.

Key Administrative Personnel:
Wanda Gaby

2728 RCR 2610

Alba, TX 75410

$98,800

Consultants:
Leonard Dougal
Jackson Walker, LLP
100 Congress Ave.
Austin, TX 78701

52,188

Wilf & Henderson, P.C $18,750

1810 Galleria Oaks Dr.
Texarkana, TX 75503

Investment Officer:
Wanda Gabby (See above)

General
Manager

Attorney

Auditor

Resident

Yes

Yes

Yes

Yes

TI-8






