TexAAmericas

CENTER’

RESOLUTION NO. 20220426-01

ACCEPTANCE OF FISCAL YEAR 2021 AUDITED FINANCIAL STATEMENTS

WHEREAS, TexAmericas Center is a political subdivision of the State of Texas with the
powers and authorities specified in Chapter 3503 of the Special District Local Laws Code of the
State of Texas; and

WHEREAS, by prior Resolution #20200728-01 of the Board of Directors, TexAmericas
Center hired auditors Thomas & Thomas, PLLC and provided them with the unaudited financial
statements of TexAmericas Center for their review, and;

WHEREAS, the auditors, outside accountants and TexAmericas Center staff collaborated
to conduct the audit and represent the financial statements, management discussion and
analysis, and management representations in accordance with applicable law and regulations
{(Attached), and;

WHEREAS, the auditors have found no material misstatements in the financial
statements.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of TexAmericas Center that
2021 Audited Financial Statements are hereby accepted as presented in the attachment hereto.

PASSED AND APPROVED THIS 26*" day of April, 2022.

-

Jim Roberts, Chairman of the Board
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;Gstln _I}ﬁwell, Secretary
K

Attached: FY 2021 Audited Financials
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THOMAS & THOMAS

P L L C Members American Institute Certified Public Accountants
CERTIFIED PUBLIC ACCOUNTANTS Center for Audit Quality and PCPS

/(

April 22,2022

Board of Directors of
TexAmericas Center

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of TexAmericas Center (the Center) for the year ended September 30, 2021.
Professional standards require that we provide you with information about our responsibilities under generally
accepted auditing standards, Government Auditing Standards and the Uniform Guidance, as well as certain
information related to the planned scope and timing of our audit. We have communicated such information in our
letter to you dated January 31, 2022. Professional standards also require that we communicate to you the following
information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by TexAmericas Center are described in Note A to the financial statements. No new accounting
policies were adopted and the application of existing policies was not changed during 2021. We noted no
transactions entered into by TexAmericas Center during the year for which there is a lack of authoritative guidance
or consensus. All significant transactions have been recognized in the financial statements in the proper period.

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

Management’s estimate of the useful lives of depreciable assets is based on the estimated
economical use of the assets. We have evaluated the key assumptions used in determining that the
estimated lives are reasonable in relation to the financial statements taken as a whole.

Management’s proper identification and completeness of the fixed asset schedules for assets
transferred from the U.S. Army to TexAmericas Center in prior years.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

@ 2900 St. Michael Drive, Suite 302, Texarkana, Texas 75503 @ Telephone (903) 831-3477 @ FAX (903) 831-3482 «# www.thomasthomascpas.com @
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THOMAS & THOMAS

P L L C Members American Institute Certified Public Accountants
CERTIFIED PUBLIC ACCOUNTANTS Center for Audit Quality and PCPS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
TexAmericas Center
New Boston, TX

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of TexAmericas Center (the Center), as of and for the year ended September
30, 2021, and the related notes to the financial statements, which collectively comprise the Center’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of

TexAmericas Center as of September 30, 2021, and the respective changes in financial position, for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

@ 2900 St. Michael Drive, Suite 302, Texarkana, Texas 75503 @ Telephonel(903) 831-3477 @ FAX (903) 831-3482 @ www.thomasthomascpas.com @



Emphasis of Matter

As discussed in note P, the Center has restated its September 30, 2020 net position to properly reflect capital assets
for additions and dispositions that occurred in previous periods for both the Center, and TAC East Holdings
Company No. 1, in accordance with accounting principles generally accepted in the United States of America.

As part of our audit of the September 30, 2021 financial statements, we also audited the adjustments described in
note P that were applied to restate the September 30, 2020 net position. In our opinion such adjustments are
appropriate and have been properly applied.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and budgetary comparison information on pages iv-x and 20 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the TexAmericas Center’s basic financial statements. The combining financial statements are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, and is also not a required part of the basic financial statements.

The combining financial statements and the schedule of expenditures of federal awards are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining financial statements and the
schedule of expenditures of federal awards is fairly stated in all material respects in relation to the basic financial
statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 22, 2022, on our
consideration of TexAmericas Center internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is solely to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of TexAmericas Center’s internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering TexAmericas Center’s internal control over financial reporting

and compliance.
7&4@ ¢ 7%»«1« YIRS

CERTIFIED PUBLIC ACCOUNTANTS

Texarkana, Texas
April 22,2022
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MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the TexAmericas Center (TAC), we offer readers of the TexAmericas Center's
financial statements this narrative overview and analysis of the financial activities of the TexAmericas
Center and its blended component unit, TAC East Holdings Company No. 1 for the fiscal year ended
September 30, 2021.

Financial Highlights

o The assets of TAC exceeded its liabilities at the close of the most recent fiscal year by
$56,535,948 (net position). Of this amount, $14,236,707 (unrestricted net position) may be used
to meet TAC’s ongoing obligation to citizens and creditors.

e TAC’s total net position increased by $538,238.

e As of the close of the fiscal year, TAC’s general fund reported an ending fund balance of
$14,612,844. Approximately 97% of this amount, $14,165,271, is available for spending at
TAC’s discretion (unassigned fund balance).

e At the end of the current fiscal year, unassigned fund balance for the general fund was 118% of
total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to TAC’s basic financial statements.
TAC’s basic financial statements comprise three components: 1) government-wide statements, 2) fund
financial statements, and 3) notes to the financial statements.

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

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

The statement of activities presents information showing how TAC’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned, but unused, vacation leave.)

Both of the government-wide financial statements distinguish functions of TAC that are principally
supported by intergovernmental revenues (governmental activities). The governmental activities of TAC
include planning, marketing and development. The government-wide financial statements can be found
on pages 1-2 of this report.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

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

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

TAC maintains two governmental funds, denoted in the financial statements as the “General Fund” and
the “Special Revenue Fund.” Both funds’ information is presented in the governmental fund balance
sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balance.
The general fund is considered to be a major fund of TAC. The special revenue fund is the blended
component unit, TAC East Holdings Company No. 1. TAC adopts an annual appropriated budget for the
general fund. A budgetary comparison statement has been provided for the general fund to demonstrate
compliance with this budget.

The basic governmental fund financial statements can be found on pages 3-6 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential in
obtaining a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements can be found on pages 7-19 of this report.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of TAC’s financial position.
In the case of TAC, assets exceeded liabilities by $56,535,948 as of September 30, 2021.

The largest portion of TAC's net position ($41,851,668 or 74%), reflects its investment in capital assets
(e.g., land and timber, buildings, roads and rail, equipment, and construction in progress), less any debt
used to acquire those assets that is still outstanding. TAC uses these capital assets to provide service to
citizens; consequently, these assets are not available for future spending. Although the TAC's investment
in its capital assets is reported net of related debt, it should be noted that the resources needed to repay
this debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Condensed financial information from the statements of net position and activities as of September 30,
2021 and September 30, 2020 is as follows:

TEXAMERICAS CENTER
STATEMENT OF NET POSITION
As of September 30, 2021 and 2020

Governmental Activities

2021 2020
Cash and Investments $ 15,218,982 $ 12,513,752
Other Assets 1,137,379 746,074
Capital Assets 49,330,580 41,421,764
Total Assets 65,686,941 54,681,590
Other Liabilities 1,619,757 749,648
Long-Term Liabilities 7,531,236 61,616
Total Liabilities 9,150,993 811,264
Net Position:
Net Invested in Capital Assets 41,851,668 41,421,764
Restricted 447,573 54,128
Unrestricted 14,236,707 12,394,434
Total Net Position 56,535,948 $ 53,870,326

The balance of unrestricted net assets of 14,236,707 may be used to meet TAC's ongoing obligations to
citizens and creditors.

At the end of the current fiscal year, TAC is able to report positive balances in all three categories of net
assets. The same situation held true for the prior fiscal year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

TAC's net position increased by $538,238 during the current fiscal year. A condensed version of the
Statement of Activities follows:

TEXAMERICAS CENTER
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2021

Governmental Activities

2021 2020
Revenues:
Program Revenues:
Charges for Services $ 3,505,099 $ 4,140,402
Operating Grants & Contributions 997,756 1,648,345
Capital Grants & Contributions - 414,403
General Revenues:
Franchise Fees 164,823 157,364
Investment Earnings 72,055 242 418
Miscellaneous 294,492 84,349
Gain on Sale of Capital Assets 1,852,152 -
PILOT 101,630 -
Total Revenues 6,988,007 6,687,281
Expenditures:
Facility Operations & Infrastructure 1,046,925 2,915,453
Real Estate, Marketing, & Sales 1,173,792 941,936
General Government 2,861,914 1,027,168
Timber & Hunting 52,430 105,449
ESCA 1,155,963 1,732,539
Logistics 158,745 4,518
Total Expenditures 6,449,769 6,727,063
Change in Net Position 538,238 (39,782)
Net Position-Beginning, as Previously Reported 53,870,329 53,362,761
Prior Period Adjustment 2,127,381 547,347
Net Position-Beginning, as Restated 55,997,710 53,910,108

Net Position-Ending $ 56,535,948 $ 53,870,326
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Governmental activities. Governmental activities increased TAC's net position by $538,238
during fiscal year ended September 30, 2021. Overall revenues increased by $300,726, and
expenses decreased by $277,294 from the prior year. Key elements of these changes are as
follows:

Grant revenues decreased by $1,064,992.

Interest revenues decreased by $170,363.

Miscellaneous revenues increased by $210,143.

Facility, operations, and infrastructure expenses decreased by $1,868,528.
Real estate, marketing, and sales expenses increased by $231,856.
General government expenses increased by $1,834,746.

ESCA expenses decreased by $576,576

Financial Analysis of the Governmental Fund

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

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

The general fund is the chief operating fund of TAC. At the end of the current fiscal year, the unassigned
general fund balance was $14,165,271, while the total general fund balance was $14,612,844. As a

measure of the general fund's liquidity, it may be useful to compare both unassigned and total fund
balances to total fund expenditures.

The fund balance of the TAC’s general fund had a net increase of $2,005,072 during the 2021 fiscal year
compared to a decrease of $911,886 in 2020.
General Fund Budgetary Highlights

There was an increase of $1,170,367 in the revenues between the original and final amended budgets.
The main changes were an increase in grant revenues of $533,468 and an increase in leases of $440,410.

During the year, there was a $8,310,920 increase in the expenditure appropriations between the original
and final amended budget. Following are the main components of the increase:

e Facility operations and infrastructure expenditures increased by $7,765,380.
e General government increased by $561,758.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
Capital Assets and Debt Administration

Capital Assets. As of September 30, 2021, TAC had $49,330,580 invested in capital assets for its
governmental activities, net of accumulated depreciation. This investment in capital assets includes land
and timber, buildings, roads and rails, equipment, and construction in progress.

TEXAMERICAS CENTER
CAPITAL ASSETS, NET OF ACCUMULATED DEPRECIATION
As of September 30, 2021 and 2020

2021 2020
Governmental Activities:
Land & Timber 16,938,887 $ 17,026,456
Buildings & Improvements 32,159,713 31,628,796
Roads & Rail 19,849,175 19,849,175
Equipment 470,248 470,248
Construction in Process - 711,336
Construction Held for Sale or Lease 7,938,987
Totals at Historical Cost 77,357,010 69,686,011
Less: Accumulated Depreciation
Buildings & Improvements (19,739,711) (18,552,223)
Roads & Rail (7,847,567) (7,156,464)
Equipment (439,152) (428,177)
Total Accumulated Depreciation (28,026,430) (26,136,864)
Governmental Activities Capital Assets, Net $ 49,330,580 $ 43,549,148

Additional information on TAC and TAC East Holdings Company No. 1’s capital assets can be found
in Note E of the notes to the financial statements.

Long-term Debt. At the end of the current fiscal year, TAC had long-term accrued compensated
absences of $34,209 and the long-term portion of a note payable due of $7,029,440.

Additional information of the TAC's long-term debt can be found in Note G on page 16 on this report.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
Economic Factors and Next Year's Budget

As part of its transfer agreements with the US Army, the TexAmericas Center (TAC) received several
contracts that generated net revenue for TAC in 2021, as well as included provisions for a right of first
negotiation on some of the environmental restoration activities, creating a pathway to accelerate
redevelopment while simultaneously enhancing revenue. This program function (ESCA) was first
implemented in 2014.

A Light Manufacturing/Distribution Facility (Spec Building) will be completed in Fall 2021. TAC
expects that demand for this building will be high, and as a result the facility is expected to produce
significant economic development on the campus as well as future monetary revenues to TAC.

The Army’s RCRA (Resource Conservation Recovery Act) Permit was substantially removed from the
TAC East Campus in January 2021. The removal of the RCRA Permit results in fewer environmental
regulations and increased marketability of the affected property.

TAC continues to pursue grants, as they become available, to upgrade/rehabilitate the existing rail
infrastructure. TAC anticipates that improved rail infrastructure will promote significant economic
opportunities in the future. TAC is also pursuing full ownership of the railroad storage operation and
expects to finalize the purchase contract during the first quarter of FY 2021 — 2022.

Finally, there are no significant changes expected from the current list of tenants that would have a
material impact on TAC. While some leases are scheduled to expire this current year, a majority are
expected to be renewed.

Financial Contact

TAC's financial statements are designed to present users (citizens, customers, investors, and
creditors) with a general overview of TAC's finances and to demonstrate TAC's accountability. If
you have questions about the report or need additional financial information, please contact Scott
Norton, Executive Director/CEO at 107 Chapel Lane, New Boston, Texas, 75570.
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TEXAMERICAS CENTER
STATEMENT OF NET POSITION

September 30, 2021
Governmental
Activities
Assets
Cash and Cash Equivalents $ 12,438,559
Restricted Cash and Cash Equivalents 261,893
Investments - Certificates of Deposit 2,518,530
Accounts Receivable 321,250
Due from U.S. Army - ESCA Grant 735,177
Prepaid Expenses 80,952
Capital Assets:
Land and Timber 16,938,887
Buildings and Improvements, Net 12,420,002
Road and Rail, Net 12,001,608
Equipment, Net 31,096
Construction Held for Sale or Lease 7,938,987
Total Assets 65,686,941
Liabilities
Accounts Payable 1,132,935
Interest Payable 14,383
Accrued Liabilities 71,334
Unearned Revenue 97,019
Tenant Lease Deposits 304,086
Noncurrent Liabilities:
Due Within One Year:
Accrued Compensated Absences 32,499
Note Payable 435,088
Due in More Than One Year:
Accrued Compensated Absences 34,209
Note Payable 7,029,440
Total Liabilities 9,150,993
Net Position
Investment in Capital Assets, Net of Debt 41,851,668
Unrestricted 14,236,707
Restricted - Other 447,573
Total Net Position $ 56,535,948

The notes to the financial statements are an integral part of this statement
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TEXAMERICAS CENTER
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2021

Net (Expense)
Revenue and
Changes in Net
Program Revenues Position
Operating Capital Grants
Charges for Grants and and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Primary Government
Governmental Activities:
Facility Operations and Infrastructure $ 1,046,925 1,324 $ - $ - $ (1,045,601)
Real Estate, Marketing, and Sales 1,173,792 2,932,287 - - 1,758,495
General Government 2,861,914 849 - - (2,861,065)
Timber & Hunting 52,430 567,306 - - 514,876
ESCA 1,155,963 - 997,756 - (158,207)
Logistics 158,745 3,333 - - (155,412)
Total Governmental Activities 6,449,769 3,505,099 997,756 - (1,946,914)
General Revenues
Franchise Fees 164,823
Investment Earnings 72,055
Miscellaneous 294,492
Gain on Sale of Capital Assets 1,852,152
PILOT 101,630
Total General Revenues 2,485,152
Change in Net Position 538,238
Net Position - Beginning, as Previously Reported 53,870,329
Prior Period Adjustments 2,127,381
Net Position - Beginning, as Restated 55,997,710
Net Position - Ending $ 56,535,948

The notes to the financial statements are an integral part of this statement.
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TEXAMERICAS CENTER

BALANCE SHEETS

GOVERNMENTAL FUNDS

Assets
Cash and Cash Equivalents
Investments - Certificates of Deposit
Accounts Receivable
Due from U.S. Army - ESCA Grant
Due from TAC East Holdings Co.
Prepaid Expenses

Total Assets

Liabilities
Accounts Payable
Accrued Payroll Liabilities
Unearned Revenue
Tenant Lease and Property Tax Deposits
Due to TAC General Fund
Total Liabilities

Fund Balance
Restricted
Committed
Assigned
Unassigned

Total Fund Balance

Total Liabilities and Fund Balance

September 30, 2021

Special Total
Revenue Governmental

General Fund Fund Funds
$ 12,423,909 $ 276,543 $§ 12,700,452
2,518,530 - 2,518,530
306,728 14,522 321,250
735,177 - 735,177
110,829 - 110,829
80,952 - 80,952
$ 16,176,125 § 291,065 § 16,467,190
$ 1,132,935 § - $ 1,132,935
71,334 - 71,334
97,019 - 97,019
261,993 42,093 304,086
- 110,829 110,829
1,563,281 152,922 1,716,203
261,893 - 261,893
128,045 - 128,045
57,635 - 57,635
14,165,271 138,143 14,303,414
14,612,844 138,143 14,750,987
$ 16,176,125  $ 291,065 § 16,467,190

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



TEXAMERICAS CENTER

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE

STATEMENT OF NET POSITION
For the Year Ended September 30, 2021

Total Fund Balances - Governmental Funds

1 Capital assets used in governmental activities are not financial resources and therefore
are not reported in the governmental funds. At the beginning of the year, the cost of the
assets was $69,686,011 and the accumulated depreciation was ($26,136,864). The net
effect of including the beginning balances for capital assets (net of depreciation) in
the governmental activities is to increase net position.

2 Long-term liabilities, including notes payable, are not due and payable in the current period,

and, therefore are not reported as liabilities in the funds. The net effect of including the
balances of long-term debt in the governmental activities is to decrease net position.

3 Long-term liabilities, such as accrued compensated absences, are not due and payable
in the current year and therefore are not reported in the governmental funds balance sheet.
The net effect of including the beginning balances for accrued compensated absences is
to decrease net position.

4 Depreciation is not recognized as an expense in governmental funds since it does not
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net position.

5 Current year capital outlays are expenditures in the fund financial statements, but they
should be shown as an increase in capital assets. The net effect of removing the 2020
capital outlays is to increase net position.

6 Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in the governmental
funds. This amount represents the change in compensated absences. The net effect of
the current year's change in accrued compensated absences is to decrease net position.

7 Various other reclassifications and eliminations are necessary to convert from the modified

accrual basis of accounting to accrual basis of account. This includes recognizing the liabilities
associated with long-term debt and interest.

Net Position of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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7,750,421

(5,092)

(14,383)

$

56,535,948




For the Year Ended September 30, 2021

Revenues:
Leases
Franchise Fees
Timber & Hunting
Grants
Personal Property Sales
Interest
Leased Employees
Management Fees
PILOT
Project Reimbursement
Logistics
Miscellaneous

Total Revenue

Expenditures:
Facility Operations & Infrastructure
Real Estate, Marketing & Sales
General Government
Timber & Hunting
ESCA
Logistics

Total Expenditures

Excess (Deficiency) of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses):
Non-Current Loans
Transfers In
Transfers Out
Proceeds from Sale of Capital Assets
Total Other Financing Sources

Change in Fund Balance

Fund Balance - October 1 (Beginning)

TEXAMERICAS CENTER
STATEMENTS OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

Fund Balance - September 30 (Ending)

Special Total
Revenue Governmental
General Fund Fund Funds
$ 2442956 % 489,332 $ 2,932,288
164,823 - 164,823
567,306 - 567,306
997,756 - 997,756
1,324 - 1,324
72,055 - 72,055
294,636 - 294,636
849 - 849
101,630 - 101,630
26,370 - 26,370
3,333 - 3,333
268,122 - 268,122
4,941,160 489,332 5,430,492
8,695,283 - 8,695,283
1,172,041 - 1,172,041
1,112,634 315,766 1,428,400
95,918 - 95,918
1,155,376 - 1,155,376
158,745 - 158,745
12,389,997 315,766 12,705,763
(7,448,837) 173,566 (7,275,271)
7,464,528 - 7,464,528
1,989,381 - 1,989,381
- (1,989,381) (1,989,381)
- 2,051,551 2,051,551
9,453,909 62,170 9,516,079
2,005,072 235,736 2,240,808
12,607,772 (97,593) 12,510,179
$ 14,612,844 $ 138,143 § 14,750,987

The notes to the financial statements are an integral part of this statement.
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TEXAMERICAS CENTER
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2021

Total Net Change in Fund Balances - Governmental Funds $ 2,240,808

1 Current year capital outlays are expenditures in the fund financial statements, but they 7,750,421
should be shown as an increase in capital assets. The net effect of removing the 2020
capital outlays is to increase net position.

2 Long-term liabilities, including notes payable, are not due and payable in the current period, (7,464,528)
and, therefore are not reported as liabilities in the funds. The net effect of including the
balances of long-term debt in the governmental activities is to decrease net position

3 Depreciation is not recognized as an expense in governmental funds since it does not (1,968,988)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net position.

4 Various other reclassifications and eliminations are necessary to convert from the modified
accrual basis of accounting to accrual basis of account. This includes recognizing the liabilities (14,383)
associated with long-term debt and interest.

5 Some expenses reported in the statement of activities do not require the use of current (5,092)
financial resources and, therefore, are not reported as expenditures in the governmental
funds. This amount represents the change in compensated absences. The net effect of
the current year's change in accrued compensated absences is to decrease net position.

Change in Net Position of Governmental Activities $ 538,238

The notes to the financial statements are an integral part of this statement.
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TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Summary of Significant Accounting Policies

TexAmericas Center (TAC) is a political subdivision of the State of Texas (formerly known as Red River
Redevelopment Authority). TAC is governed by a board of directors who are appointed by the governing bodies of
Bowie County, Texas and the cities of Texarkana, New Boston, Hooks, Nash, Wake Village, Leary, Redwater, Maud,
DeKalb, and Red Lick, Texas. Board members serve two-year terms. TAC was created to accept title from the United
States of America to all or any portion of the real or personal property situated within, adjacent to, or related to Red
River Army Depot and Lone Star Army Ammunition Plant to promote the location and development of new businesses
and industries, and to undertake eligible projects under the authorizing statutes. TAC began operating independently
from the governing bodies of the participating governmental entities in April 1999. In 2010, TAC underwent a
rebranding for marketing and development of their real estate. During the rebranding, the property was renamed from
Red River Commerce Park to TAC. The property is currently divided into three parcels: TAC East, TAC West and TAC
Central. In fiscal year 2011, the State of Texas passed legislation to legally change the name from Red River
Redevelopment Authority to TAC. On May 12, 2011, the governor signed the legislation, and the name change was
official.

Reporting Entity

The accounting and reporting policies of the Center relating to the funds included in the accompanying basic financial
statements conform to accounting principles generally accepted in the United States of America applicable to state and
local governments. Generally accepted accounting principles for local governments include those principles prescribed
by the Governmental Accounting Standards Board (GASB), the American Institute of Certified Public Accountants in
the publication entitled Audits of State and Local Governmental Units and by the Financial Accounting Standards Board
(when applicable). The more significant accounting policies of the Center are described below.

As required by generally accepted accounting principles, these financial statements present the government (TAC) and
its component unit, TAC East Holdings Company No. 1. The blended component unit, although a legally separate entity,
is in substance part of the government’s operations; data from the component unit is combined with data of the primary
government.

Blended Component Unit

The component unit is reported under the blended method as the primary government appoints a voting majority of the
board and is able to impose its will. This unit, although legally separate from TAC, is reported as part of the Center
because TAC East Holdings Company No. 1 benefits the primary government even though it does not provide services
directly to it. TAC East Holdings Company No. 1 was established to develop and lease various properties of the TAC
East campus. TAC East Holdings Company No. 1 has significant interrelated operations with TAC, some of which
include leasing employees from TAC, as well as paying a management fee. TAC East Holdings Company No. 1 is
responsible for the leasing of properties on its designated areas of the entity. TAC East Holdings Company No. 1’s board
of directors are appointed by TAC, and shares multiple common members. TAC East Holdings Company No. 1 is
reported as a special revenue fund. All intercompany transactions, payables, and receivables are eliminated for
government-wide reporting.

Related Organizations

TAC’s Board of Directors is also responsible for appointing the members of the boards of other organizations, but
TAC’s accountability for these organizations do not extend beyond making the appointments. The Board of Directors
appoints a member of the Riverbend Water Resources Center board and Ark-Tex Council of Governments. The position
is appointed with an individual who is not a member of the Board of Directors.

Government-Wide and Fund Financial Statements
The government-wide financial statements consist of the statement of net position and the statement of activities. They

include all funds of TAC and TAC East Holdings Company No. 1. Governmental activities include programs supported
primarily by intergovernmental revenues and lease revenues.



TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Summary of Significant Accounting Policies (Continued)
Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function. Program revenues
include (1) leases on property, timber sales, and personal property sales, and (2) grants and contributions that are
restricted to meeting operational or capital requirements of a particular function. Investment earnings are not included
among program revenues and are reported instead as general revenues.

Indirect expenses of governmental activities are reported in the general government function.
Separate financial statements are provided for governmental funds.
Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. When the Center incurs an expense for which is may use either restricted
or unrestricted net position, it uses restricted net position first. it uses the restricted Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, TAC considers revenues to be available if they are collected within
120 days of the end of the current fiscal period in order to properly match grant funding with TAC’s budget. Payment
requests for amounts reflected on the financial statements as due from other governments are prepared and submitted
within 30 days of year end. Payment of the funds requested can take up to 120 days. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting.

Revenue sources such as lease revenues, grants, and interest associated with the current fiscal period are all considered to
be susceptible to accrual and have been recognized as revenues of the current fiscal period. All other items are
considered to be measurable and available only when cash is received by TAC.

Fund Accounting

TAC reports the following major governmental funds:

General Fund — This fund is the general operating fund of TAC. It is used to account for all financial resources.

Special Revenue Fund - TAC accounts for the activities of TAC East Holdings Company No. 1 in the special
revenue fund.

Budgetary Data

Annual budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP) for the general
fund. Prior to September 30, the Executive Director/CEO submits to the Board of Directors the proposed expenditures
and the means of financing them. Prior to October 1, the budget is legally enacted through passage of a resolution. Any
revisions that alter the budget of any fund must be approved by the Board of Directors. Budgets presented are as
originally adopted, or as amended by TAC.



TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Summary of Significant Accounting Policies (Continued)
Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Fund Equity

In accordance with GASB No. 54, TAC classifies its fund balance into five categories. Non-spendable fund balance
includes amounts that are not in a spendable form or are required to be maintained intact. Restricted fund balance
includes amounts that are constrained to specific purposes by their providers or by enabling legislations. Committed fund
balance includes amounts which are constrained to specific purposes by the government itself, using its highest level of
decision-making. 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 includes 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. Unassigned fund balance includes amounts that are available for any purpose.
Unassigned fund balances are only reported in the general fund.

As of September 30, 2021 fund balance includes Restricted for security deposits of $261,893, Committed for a wet-land
study of $128,045, Assigned for open purchase orders as of year-end of $57,635, and Unassigned fund balance of
$14,165,271.

TAC’s highest level of decision-making authority is governed by the Board of Directors. Passage of a resolution would
be required to establish, modify, or rescind a fund balance commitment. The Board of Directors or Executive
Director/CEO has the Authority to assign amounts to specific purposes. The Board of Directors has delegated routine
operating decision-making to the Executive Director/CEO.

TAC considers restricted amounts spent when expenditures are incurred for purposes for which only restricted fund
balance is available. Expenditures incurred for purposes for which amounts in any of the unrestricted fund balance
classifications could be used are classified using the lowest level of spending constraint available at the time of the
expenditure. When the Center incurs expenditures for which it may use either Restricted, Committed, Assigned, or
Unassigned fund balance, it uses Restricted first.

Risk Management

TAC is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and
omissions; and natural disasters for which TAC carries commercial insurance. There has been no major reduction of
insurance coverage from prior years.

Reconciliation of Government-Wide and Fund Financial Statements

Explanation of Certain Differences Between the Governmental Fund Balance Sheet and The Government-Wide
Statement of Net Position

Page 4 of this report provides the reconciliation between the fund balance for total governmental funds on the
governmental fund balance sheet and the net position for governmental activities as reported in the government-wide
statement of net position. One element of that reconciliation explains that capital assets are not financial resources and
are therefore not reported in the governmental funds. The details of capital assets at the beginning of the year are as
follows:



TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Reconciliation of Government-Wide and Fund Financial Statements (Continued)

Explanation of Certain Differences Between the Governmental Fund Balance Sheet and The Government-Wide

Statement of Net Position (Continued)

TexAmericas Center:

Capital Assets Accumulated Net Value at the Change in
At the Beginning of the Year Historic Cost Depreciation Beginning of the Year Net Position
Land and Timber $ 16,181,639 $ - 16,181,639
Buildings and Improvements 26,857,126 17,153,219 9,703,907
Road and Rail 19,791,356 7,144,931 12,646,425
Equipment 470,248 428,177 42,071
Construction in Progress 711,336 - 711,336
Change in Net Position $ 39,285,378
Long-Term Liabilities Payable at the
At the Beginning of the Year Beginning ofthe Year
Accrued Compensated Absences $ (61,616)
Change in Net Position (61,616)
Net Adjustment to Net Position $ 39,223,762
TAC East Holdings Company No. 1:
Capital Assets Accumulated Net Value at the Change in
At the Beginning of the Year Historic Cost Depreciation Beginning of the Year Net Position
Land and Timber $ 844,817  $ - 844,817
Buildings and Improvements 4,771,670 1,399,004 3,372,666
Road and Rail 57,819 11,533 46,286
Change in Net Position $ 4,263,769
Net Adjustment to Net Position $ 4,263,769
Total Governmental Funds:
Capital Assets Accumulated Net Value at the Change in
At the Beginning of the Year Historic Cost Depreciation Beginning of the Year Net Position
Land and Timber $ 17,026,456 $ - 17,026,456
Buildings and Improvements 31,628,796 18,552,223 13,076,573
Road and Rail 19,849,175 7,156,464 12,692,711
Equipment 470,248 428,177 42,071
Construction in Progress 711,336 - 711,336
Change in Net Assets $ 43,549,148

Long-Term Liabilities
At the Beginning of the Year

Accrued Compensated Absences
Change in Net Position

Net Adjustment to Net Position

10

Payable at the
Beginning of the Year

$ (61,616)
(61,616)

$ 43,487,532




TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Reconciliation of Government-Wide and Fund Financial Statements (Continued)

Explanation of Certain Differences between the Governmental Fund Statement of Revenues, Expenditures, and
Changes in Fund Balance and the Government-Wide Statement of Activities.

Page 6 of this report provides the reconciliation between the net changes in fund balances as shown on the government
fund statement of revenues, expenditures, and changes in fund balances and the changes in net position of governmental
activities as reported on the government-wide statement of activities. One element of that reconciliation explains that
current year capital outlay is expensed in the fund financial statements, but should be shown as an increase in capital
assets in the government-wide statements. The adjustment affects both the net position balance and the change in net
position. The details of this adjustment are as follows:

TexAmericas Center:
Adjustments to

Changes in Adjustments to
Current Year Capital Outlay Amount Net Position Net Position
Additions:
Land $ 43,488
Buildings & Improvements 678,681
Construction in Progress 144,840
Construction Held for Sale or Lease 7,938,987
Dispositions:
Construction in Progress (856,176)
Total Capital Outlay $ 7,949,820 $ 7,949,820 $ 7,949,820
Debt.
Notes Payable Issued (7,464,528)
$ (7,464,528) $ (7,464,528) $ (7,464,528)
Other Items
Change in Accrued Interest Payable (14,383)
$ (14,383) $ (14,383) $ (14,383)
Adjustment to Net Position $ 470,909 $ 470,909

TAC East Holdings Company No. 1:
Adjustments to

Changes in Adjustments to
Current Year Capital Qutlay Amount Net Position Net Position
Dispositions:
Land $ (131,057)
Buildings & Improvements (68,342)
Total Capital Outlay $ (199,399) $ (199,399) $ (199,399)
Adjustment to Net Position $ (199,399) $ (199,399)
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TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Reconciliation of Government-Wide and Fund Financial Statements (Continued)

Explanation of Certain Differences between the Governmental Fund Statement of Revenues, Expenditures, and
Changes in Fund Balance and the Government-Wide Statement of Activities. (Continued)

Total Governmental Funds:
Adjustments to

Changes in Adjustments to
Current Year Capital Outlay Amount Net Position Net Position
Additions:
Land 43,488
Buildings & Improvements 678,681
Construction in Progress 144,840
Construction Held for Sale or Lease 7,938,987
Dispositions:
Land (131,057)
Buildings & Improvements (68,342)
Construction in Progress (856,176)
Total Capital Outlay 7,750,421 7,750,421 $ 7,750,421
Debt.
Notes Issued (7,464,528)
(7,464,528) (7,464,528) $ (7,464,528)
Other Items
Change in Accrued Interest Payable (14,383)
$ (14,383) $ (14,383) $ (14,383)
Total Adjustment to Net Position $ 271,510 $ 271,510

Deposits and Investments
TAC’s cash and cash equivalents include amounts in demand deposit and money market accounts.

It is TAC’s policy to purchase investments with maturity dates coinciding with cash flow requirements. The average
maturity of investments of TAC’s operating funds cannot exceed one year. The maximum maturity of any investments
cannot exceed five years. Using this strategy, TAC attempts to purchase the highest yielding allowable investments
available at the time of purchase. The basis used to determine whether market yields are being achieved is the average rate
of return on United States Treasury Bills for a comparable term.

Under TAC’s investment policy, the following are authorized investments: obligations issued, guaranteed, or insured by
the United States of America which have a liquid market value, including letters of credit, direct obligations of the State
of Texas; other obligations which are guaranteed or insured by the State of Texas or the United States; obligations of the
states, counties, cities, and other political subdivisions of any state which have an investment quality rating no less than
“A” or its equivalent; financial institution deposits of banks or credit unions that have a main office or branch in Texas
and participates in the Certificate of Deposit Account Registry Service; fully collateralized direct repurchase agreements
with a defined termination date secured by obligations of the United States; investment pools rated no lower than AAA or
AAA-m with a maturity of 90 days or less; money market mutual funds which have a rating of AAA, a maturity of 90
days or less, and are registered with the Securities and Exchange Commission. Guaranteed investment contracts are
allowed for investments of bond proceeds only and must be secured by obligations of the United States in an amount
equal to 102% of the investment balances.
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TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Deposits and Investments (Continued)

The following summarizes the minimum diversification standards of TAC by investment type and issuer:

Investment Type Percentage of Total Investments
U.S. Government Agencies and Instrumentalities Not to exceed 80%
Fully Insured or Collateralized CDs Not to exceed 100%
Repurchase Agreements Not to exceed 50%
Money Market Fund:
Operating Funds Not to exceed 100%
Bond Funds Not to exceed 100%
Local Government Investment Pools:
Liquidity Pools Not to exceed 100%
Fixed Rate/Maturity Pools Not to exceed 80%

On September 30, 2021, all of TAC’s cash and investments were covered by either federal depository insurance or
collateral held by the pledging financial institution’s agent in TAC’s name.

The Public Funds Investment 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 TexAmericas Center to adopt, implement, and publicize an investment policy. That
policy must address the following areas: (1) safety of principle 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, (9) and bid solicitation preferences for certificates of deposit. Statutes
authorize TAC to invest (1) in obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2)
certificates of deposit, (3) certain municipal securities, (4) money market savings accounts, (5) repurchase agreements,
(6) bankers’ acceptances, (7) Mutual Funds, (8) Investment pools, (9) guaranteed investment contracts, (10) and common
trust funds. The Public Funds Investment Act (PFIA) governs TAC’s investment policies and types of investments.
TAC’s management believes that it complied with the requirements of the PFIA and TAC’s investment policies
described in Note A. Concentrations of credit risk of over 5% by issuer on September 30, 2021 are as follows:

Investment Type Issuer Fair Value % of Total Investments
Cash and Certificates of Deposit Guaranty Bank $ 14,818,086 94%
Certificates of Deposit Farmers Bank 1,014,809 6%
Receivables

TAC provides allowances for uncollectable receivables in compliance with generally accepted accounting principles.
However, at September 30, 2021, the balance of the allowance account is $0 since management believes all receivables
to be fully collectible. Receivables as of September 30, 2021 for TAC are as follows:

TexAmericas Center:

Leases $ 41,927
Franchise Fees 14,801
Miscellaneous 250,000
Grants 735,177
Gross Receivables 1,041,905
Less: Allowance for Uncollectibles -
Net Receivables $ 1,041,905
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NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2021
Receivables (Continued)
TAC East Holdings Company No. 1:

Leases $ 14,522
Gross Receivables 14,522
Less: Allowance for Uncollectibles -
Net Receivables $ 14,522

Total Governmental Funds:

Leases $ 56,449
Franchise Fees 14,801
Miscellaneous 250,000
Grants 735,177
Gross Receivables 1,056,427

Less: Allowance for Uncollectibles -

Net Receivables $ 1,056,427
Capital Assets

Capital assets are defined by governmental activities as assets with a normal service life greater than one year and an
initial individual cost of fair value or more than $5,000. Capital assets are valued at historical cost, except for donated
fixed assets, which are recorded at their estimated fair value on the date of donation. Estimated fair value was used to
value assets acquired from the United States Army. “the Army”, on June 30, 1997, September 1, 2010, and September
30, 2011. Capital assets which include property, plant, equipment, and infrastructure assets (roads, rail, and similar
items) are reported in the governmental column of the government-wide financial statements.

Prior to October 1, 2003 infrastructure assets associated with governmental activities were not capitalized. TAC has
elected to capitalize infrastructure assets prospectively starting October 1, 2003. Infrastructure consists of roads and rail

for the governmental activities. Capital asset activity for the year ended September 30, 2021 was as follows:

TexAmericas Center:

]937;37;3 Additions Reductions ];7;373
Governmental Activities:
Land and Timber $ 16,181,639 $ 43,488 $ - $ 16,225,127
Buildings and Improvements 26,857,126 678,681 - 27,535,810
Roads and Rail 19,791,356 - - 19,791,356
Equipment 470,248 - - 470,248
Construction in Process 711,336 144,840 (856,176) -
Construction Held for Sale or Lease - 7,938,987 - 7,938,987
Totals at Historical Cost 64,011,705 8,805,996 (856,176) 71,961,527
Less Accumulated Depreciation:
Buildings and Improvements (17,153,219) (1,027,373) - (18,180,592)
Roads and Rail (7,144,931) (688,211) - (7,833,142)
Equipment (428,177) (10,975) - (439,152)
Total Accumulated Depreciation (24,726,327) (1,726,559) - (26,452,886)

Governmental Activities Capital Assets, Net $ 39285378 $ 7,079,437 $ (856,176) $ 45,508,642
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SEPTEMBER 30, 2021
Capital Assets (Continued)
TAC East Holdings Company No. 1:
Balance Additions Reductions Balance
9/30/20 9/30/21
Governmental Activities:
Land and Timber $ 844,817 $ - $ (131,057) $ 713,760
Buildings and Improvements 4,771,670 - (147,762) 4,623,908
Roads and Rail 57,819 - - 57,819
Totals at Historical Cost 5,674,306 - (278,819) 5,395,487
Less Accumulated Depreciation:
Buildings and Improvements (1,399,004) (239,537) 79,422 (1,559,119)
Roads and Rail (11,533) (2,892) - (14,425)
Total Accumulated Depreciation (1,410,537) (242,429) 79,422 (1,573,544)

Governmental Activities Capital Assets, Net $ 4263,769 $ (242,429) $ (199,397) $ 3,821,943

Total Governmental Funds:

];/a; gl/lzcg Additions Reductions ]93/331 37; f
Governmental Activities:
Land and Timber $ 17,026,456 $ 43,488 $ (131,057) $ 16,938,887
Buildings and Improvements 31,628,796 678,681 (147,762) 32,159,713
Roads and Rail 19,849,175 - - 19,849,175
Equipment 470,248 - - 470,248
Construction in Process 711,336 144,840 (856,176) -
Construction Held for Sale or Lease - 7,938,987 - 7,938,987
Totals at Historical Cost 69,686,011 8,805,996 (1,134,995) 77,357,010
Less Accumulated Depreciation:
Buildings and Improvements (18,552,223) (1,266,910) 79,422 (19,739,711)
Roads and Rail (7,156,464) (691,103) - (7,847,567)
Equipment (428,177) (10,975) - (439,152)
Total Accumulated Depreciation (26,136,864) (1,968,988) 79,422 (28,026,430)

Governmental Activities Capital Assets, Net $ 43549,148 $ 6,837,008 $ (1,055573) $ 49,330,580

Depreciation for governmental activities is charged to the following functions in the government-wide statement of
activities:

Facility Operations and Infrastructure $ 1,966,625
Real Estate, Marketing, and Sales 2,363
Total Depreciation Expense $ 1,968,988
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Capital Assets (Continued)

Depreciation is provided using the straight-line method over the following estimated useful lives:

Capital Asset Class Life
Buildings 20 Years
Improvements 15 Years
Machinery and Equipment 5-10 Years
Infrastructure 20-60 Years

Construction Held for Sale or Lease

In fiscal year 2021, the Center began construction on a spec building. The intent of the building was to be built and then
sold or leased to a third-party for economic development and to bring more jobs and tax base to the area. As of
September 30, 2020, any costs associated with the building were in the Construction in Progress account. In the current
year, building costs and the associated interest were moved from Construction in Progress to Construction Held for Sale
or Lease. The spec building is expected to be completed subsequent to fiscal year 2021.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in
the applicable governmental activities, statement of net position.

A summary of governmental funds long-term debt transactions follows:

Balance . Balance cre
September 30, Additions R]e)tel;lellnﬁe:l:: / September Dgi:‘;;:;n
2020 30,2021
Governmental Activities:
Note Payable $ - $ 7,464,528 $ - $ 7,464,528 $§ 435,088
Compensated Absences 61,616 42,372 (37,280) 66,708 32,499
Governmental Long-Term Liabilities $ 61,616 $ 7,506,900 $ (37,280) $ 7,531,236 $ 467,587

Compensated Absences

TAC utilizes the accrual method for recording compensated absences. TAC provides vacation and sick leave benefits for
all full-time employees. Vacation time is accrued at the rate of 1.25 days for each month of service for a total of 15 days
each year. Vacation time of up to 200 hours can be carried forward to succeeding fiscal years without prior approval.
Sick leave is earned at a rate of 1 day for each month of service up to 600 hours. It terminates on the last day of
employment. Vested or accumulated vacation that is expected to be liquidated with expendable available financial
resources is reported as an expenditure and a fund liability of the governmental fund that will pay it. It is TAC’s policy to
permit employees to accumulate earned but unused vacation and sick pay benefits. All vacation and sick pay are accrued
when incurred in the government-wide financial statements. A liability for these amounts is reported in governmental
funds only if they have matured, for example, as a result of employee resignations and retirements. In accordance with
the provisions of Governmental Accounting Standards Board Statement No. 16, “Accounting for Compensated
Absences,” no liability is recorded for accumulating rights to receive sick pay benefits.
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TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

Employee Retirement System

TAC sponsors a defined contribution plan for those employees that elect to participate. The plan is a Government Plan as
defined in Internal Revenue Code Section 457(b) and is administered through InWest Retirement Solutions and
Wachovia Financial Services. All employees of TAC are eligible to elect participation in the plan. Employees may
contribute, by salary reduction, a percentage as specified in the Internal Revenue Code. TAC matches the employee
contributions on a discretionary basis. Employees are eligible for employer contributions after 6 months of employment.
The current policy matches up to 12.5% of employee compensation based on the following rates: 2 for 1 up to the first
4% of compensation; 1 for 1 within 5-7% of compensation; .5 to 1 within 8-10% of compensation. Employees vest after
6 months. TAC incurred $106,762 in pension expense for the fiscal year ended September 30, 2021.

Interfund Receivables and Payables

Interfund balances at September 30, 2021, consisted of the following individual fund receivables and payables for the
Governmental Funds:

Receivable Payable

General Fund
Special Revenue Funds $ 110,829 $ -
Total General Fund 110,829 -
Special Revenue Funds

General Fund - 110,829
Total Special Revenue Funds - 110,829
Grand Totals $ 110,829 $ 110,829

Leases of Property

In the course of operations, TAC leases property received from the Army to various individuals and private companies.
TAC’s normal leasing practice is annual agreements. The tenants are offered option years should they renew their lease.
The option years are not guaranteed revenue.

Line of Credit

On October 1, 2018, TAC negotiated with a local financial institution for a line of credit in the amount of $1,500,000
with an interest rate of 3.75%. At fiscal year-end 2021, TAC had drawn $0 on the line of credit. Interest expense paid
during the year on the line of credit totaled $0.

Note Payable

A summary of the long-term loan activity for the year ended September 30, 2021, is as follows:

Amount Amount
Year Interest Original Outstanding Outstanding
Approved Collateral Rate Amount 9/30/2020 Borrowed Retired 9/30/2021
2021 Lease Income 3.050% 7,464,528 $ - $ 7,464,528 $ - $ 7,464,528
Total Loans Payable $ - $ 7,464,528 $ - $ 7,464,528
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TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2021
Note Payable (Continued)
Debt service requirements are as follows:
Years Ended September 30, Principal Interest Total
2022 $ 435,088  $ 164,058  § 599,145
2023 387,668 211,477 599,145
2024 399,044 200,101 599,145
2025 411,846 187,299 599,145
2026 424,503 174,642 599,145
2027-2031 2,325,979 669,747 2,995,726
2032-2037 3,080,400 296,510 3,376,910

$ 7,464,528 § 1,903,833 § 9,368,361

Contingencies

TAC receives grant funding from the U.S. Department of Defense and the Office of Economic Adjustment. Expenditures
financed by grants are subject to audit by the appropriate grantor agency. If expenditures are disallowed due to
noncompliance with grant program regulations, TAC may be required to reimburse the grantor agency. As of September
30, 2021, significant amounts of grant expenditures have not been audited, but TAC believes that disallowed
expenditures, if any, will not have a material effect on the overall financial position of the Center.

Payment in Lieu of Taxes

Beginning in fiscal year 2021, TexAmericas Center received special legislation from the Texas Legislature to exempt its
property from real property ad valorem taxes customarily assessed by the taxing entities in Bowie County, Texas. This
special legislature was based upon the representation by the Center that it would institute a payment in lieu of tax
(PILOT) program to protect taxing jurisdictions, especially school districts, which would ordinarily levy and collect
taxes upon the properties leased by the Center to third party tenants.

Prior-Period Adjustment

During the audit, management identified several properties that were owned by TAC East Holdings Company No. 1 but
were erroneously included in the Center’s assets or omitted entirely. This led to an adjustment to the prior period net
position, in the government-wide financial statements. Accordingly, the September 30, 2021 financial statements have

been restated to reflect this correction, as follows:

TexAmericas Center:

Corrected
As Previously As Of
Reported 9/30/2020 As Restated
Statement of Net Position:
Property and Equipment:
Land and Timber $ 16,181,639 $ - $ 16,181,639
Buildings and Improvements 27,868,441 (1,011,315) 26,857,126
Roads and Rail 19,834,811 (43,455) 19,791,356
Equipment 470,248 - 470,248
Construction in Progress 711,336 - 711,336
Accumulated Depreciation Buildings and Improvements (17,591,658) 438,439 (17,153,219)
Accumulated Depreciation Roads and Rail (7,150,000) 5,069 (7,144,931)
Accumulated Depreciation Equipment (428,177) - (428,177)
Net Position:
Investment in Capital, Net of Debt $ 39,896,640 $ (611,262) $ 39,285,378
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TEXAMERICAS CENTER
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2021
Prior-Period Adjustment (Continued)
TAC East Holdings Company No. 1:
Corrected
As Previously As Of
Reported 9/30/2020 As Restated

Statement of Net Position:

Property and Equipment:

Land and Timber $ 844,817 $ - $ 844,817
Buildings and Improvements 911,650 3,860,020 4,771,670
Roads and Rail 14,364 43,455 57,819
Accumulated Depreciation Buildings and Improvements (239,240) (1,159,764) (1,399,004)
Accumulated Depreciation Roads and Rail (6,464) (5,069) (11,533)
Net Position:

Investment in Capital, Net of Debt $ 1,525,125 $ 2,738,642 $ 4,263,769
Total Prior-Period Adjustment $ 41,421,765 $ 2,127,381 $ 43,549,148

Subsequent Events

Management has evaluated subsequent events through April 22, 2022, the date the financial statements were available
for issue.

In October of 2021, TexAmericas Center finalized an agreement to terminate the rail lease agreement with Lone Star
Railcar Storage Company and to purchase their assets including storage contracts necessary to operate the railcar storage
facility on the TAC East Campus. The final amount paid to Lone Star Railcar Storage Company by the Center was
$1,800,156 in November of 2021.
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TEXAMERICAS CENTER

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND

For the Year Ended September 30, 2021

Revenues
Leases
Franchise Fees
Timber & Hunting
Grants
Personal Property Sales
Interest
Leased Employees
TAC East Management Fees
PILOT
Logistics
Miscellaneous

Total Revenue

Expenditures
Facility Operations & Infrastructure
Real Estate, Marketing & Sales
General Government
Timber & Hunting
ESCA
Logistics
Total Expenditures

Excess (Deficiency) of Revenues Over
(Under) Expenditures
Other Financing Sources

Non-Current Loans
Transfers In

Total Other Financing Sources
Change in Fund Balance

Fund Balance - Beginning, as reported

Fund Balance - Ending

Budgeted Amounts

Variance with
Original Final Actual Final Budget
$ 1,965,000 2,405,410 2,442,956 (37,546)
147,000 152,500 164,823 (12,323)

364,800 567,306 567,306 -
2,039,610 2,573,078 997,756 1,575,322
5,000 5,000 1,324 3,676
100,000 70,000 72,055 (2,055)
249,479 489,332 294,636 194,696
5,000 5,000 849 4,151
100,000 120,000 101,630 18,370
259,370 6,000 3,333 2,667
8,000 20,000 294,492 (274,492)
5,243,259 6,413,626 4,941,160 1,472,466
1,876,581 9,641,961 8,695,283 946,678
1,332,091 1,398,270 1,172,041 226,229
1,006,981 1,568,739 1,112,634 456,105
102,559 135,955 95,918 40,037
2,179,740 2,625,559 1,155,376 1,470,183
838,387 276,775 158,745 118,030
7,336,339 15,647,259 12,389,997 3,257,262
(2,093,080) (9,233,633) (7,448,837) (1,784,796)

- 7,464,528 7,464,528 -

- 1,989,381 1,989,381 -

- 9,453,909 9,453,909 -
(2,093,080) 220,276 2,005,072 (1,784,796)
12,536,875 12,241,732 12,607,772 (1,045,965)

$ 10,443,795 $ 12,462,008 § 14,612,844 $ (2,830,761)
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TEXAMERICAS CENTER

COMBINING STATEMENT OF NET POSITION

Assets

Cash and Cash Equivalents
Restricted Cash and Cash Equivalents
Investments - Certificates of Deposit
Accounts Receivable
Due from U.S. Army - ESCA Grant
Due from TAC East Holdings Co.
Prepaid Expenses
Capital Assets:

Land and Timber

Buildings and Improvements, Net

Road and Rail, Net

Equipment, Net

Construction Held for Sale or Lease
Total Assets

Liabilities
Accounts Payable
Interest Payable
Accrued Liabilities
Unearned Revenue
Tenant Lease Deposits
Due to TAC General Fund
Noncurrent Liabilities:
Due Within One Year:
Accrued Compensated Absences
Note Payable
Due in More Than One Year:
Accrued Compensated Absences
Note Payable
Total Liabilities

Fund Balance/Net Position

Investment in Capital Assets, Net of Debt

Unrestricted
Restricted - Other
Total Fund Balance/Net Position

September 30, 2021
TAC East
Holdings
TexAmericas Company
Center No. 1 Elimination Total

12,162,016 $ 276,543 $ - $ 12,438,559
261,893 - - 261,893
2,518,530 - - 2,518,530
306,728 14,522 - 321,250
735,177 - - 735,177

110,829 - (110,829) -
80,952 - - 80,952
16,225,127 713,760 - 16,938,887
9,355,218 3,064,784 - 12,420,002
11,958,214 43,394 - 12,001,608
31,096 - - 31,096
7,938,987 - - 7,938,987
61,684,767 4,113,003 (110,829) 65,686,941
1,132,935 - - 1,132,935
14,383 - - 14,383
71,334 - - 71,334
97,019 - - 97,019
261,993 42,093 - 304,086

- 110,829 (110,829) -
32,499 - - 32,499
435,088 - - 435,088
34,209 - - 34,209
7,029,440 - - 7,029,440
9,108,900 152,922 (110,829) 9,150,993
38,029,730 3,821,938 - 41,851,668
14,098,564 138,143 - 14,236,707
447,573 - - 447,573
$ 52,575,867 $3,960,081 $ - $ 56,535,948
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TEXAMERICAS CENTER
COMBINING STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2021

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

Charges for Operating Grants and Capital Grants and
Functions/Programs Expenses Services Contributions Contributions Elimination Governmental Activities
TexAmericas Center
Governmental Activities:
Facility Operations and Infrastructure 804,788 1,324 $ - $ - $ - $ (803,464)
Real Estate, Marketing, and Sales 1,173,501 2,442,956 - - - 1,269,455
General Government 2,840,782 849 1,989,381 - (1,694,745) (2,545,297)
Timber & Hunting 52,430 567,306 - - - 514,876
ESCA 1,155,963 - 997,756 - - (158,207)
Logistics 158,745 3,333 - - - (155,412)
Total Governmental Activities 6,186,209 3,015,768 2,987,137 (1,694,745) (1,878,049)
TAC East Holdings Company No. 1
Governmental Activities:
Facility Operations and Infrastructure 242,137 $ - $ - $ - $ - $ (242,137)
Real Estate, Marketing, and Sales 291 489,332 - - - 489,041
General Government 2,305,147 - - - 1,989,381 (315,766)
Timber & Hunting - - - - - -
ESCA - - - - - -
Logistics - - - - - -
Total Governmental Activities 2,547,575 489,332 - 1,989,381 (68,862)
Total
Governmental Activities:
Facility Operations and Infrastructure 1,046,925 $ 1,324 $ - $ - $ - $ (1,045,601)
Real Estate, Marketing, and Sales 1,173,792 2,932,287 - - - 1,758,495
General Government 5,145,929 849 1,989,381 - 294,636 (2,861,005)
Timber & Hunting 52,430 567,306 - - - 514,876
ESCA 1,155,963 - 997,756 - - (158,207)
Logistics 158,745 3,333 - - - (155,412)
Total Governmental Activities 8,733,784 3,505,099 2,987,137 294,636 (1,946,914)
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General Revenues
Franchise Fees

Investment Earnings
Miscellaneous

Gain on Sale of Capital Asset
PILOT

Leased Employee Revenue
Total General Revenues

Change in Net Position
Net Position - Beginning, as Previously Reported
Prior Period Adjustments

Net Position - Beginning, as Restated

Net Position - Ending

TEXAMERICAS CENTER

COMBINING STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2021

TexAmericas TAC East
Center Holdings Company No. 1 Elimination Total

164,823 - - 164,823
72,055 - - 72,055
294,492 - - 294,492
- 1,852,152 - 1,852,152
101,630 - - 101,630

294,636 - (294,636) -
927,636 1,852,152 (294,636) 2,485,152
744,332 (206,091) - 538,238
52,442,798 1,427,531 - 53,870,329
(611,262) 2,738,642 - 2,127,381
51,831,536 4,166,173 - 55,997,710
$ 52,575,867 $ 3,960,081 - 56,535,948

23



THOMAS & THOMAS

P L L C Members American Institute Certified Public Accountants
CERTIFIED PUBLIC ACCOUNTANTS Center for Audit Quality and PCPS

/(

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

To the Board of Directors
TexAmericas Center
New Boston, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of the governmental activities and major funds of TexAmericas Center (the
Center) as of and for the year ended September 30, 2021, and the related notes to the financial statements, which
collectively comprise the Center’s basic financial statements, and have issued our report thereon dated April 22, 2022.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies
and therefore, material weaknesses or significant deficiencies may exist that have not been identified. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. We did identify a deficiency in internal control, described in the accompanying schedule of findings and
questioned costs as item 2021-001 that we consider to be a material weakness.

Compliance and Other Matters

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

Center’s Response to Findings

The Center’s response to the findings identified in our audit is described in the accompanying schedule of findings and
questioned costs. The Center’s response was not subject to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This

report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

A ¢ THoman Pssa

CERTIFIED PUBLIC ACCOUNTANTS

Texarkana, Texas
April 22,2022
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM; REPORT ON
INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
TexAmericas Center
New Boston, Texas

Report on Compliance for Each Major Federal Program

We have audited TexAmericas Center’s (the Center) compliance with the types of compliance requirements described in
the OMB Compliance Supplement that could have a direct and material effect on each of the Center’s major federal
programs for the year ended September 30, 2021. The Center's major federal programs are identified in the summary of
audit results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its federal
awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Center’s major federal programs based on our
audit of the types of compliance requirements referred to above. We conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the Center’s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of the Center’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Center complied, in all material respects, with the types of compliance requirements referred to above
that could have a direct and material effect on each of its major federal programs for the year ended September 30, 2021.
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To the Board of Directors
TexAmericas Center

Report on Internal Control over Compliance

Management of the Center is responsible for establishing and maintaining effective internal control over compliance with
the types of compliance requirements referred to on the previous page. In planning and performing our audit of compliance,
we considered the Center’s internal control over compliance with the types of requirements that could have a direct and
material effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program and to test and report
on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Center’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal
control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly,

this report is not suitable for any other purpose. ’
'7&%@ ¢ 7%041 lsLeLa

CERTIFIED PUBLIC ACCOUNTANTS
Texarkana, Texas
April 22,2022
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TEXAMERICAS CENTER

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SEPTEMBER 30, 2021

Section I - Summary of Audit Results

Financial Statements:

Type of Report the Auditor Issued on Whether the Financial Statements
Were Prepared in Accordance with GAAP

Internal Control Over Financial Reporting:
Material Weakness(es) Identified
Significant Deficienc(ies) Identified
Noncompliance Material to the Financial Statements
Federal Awards
Internal Control over Major Programs:
Material Weakness(es) Identified
Significant Deficienc(ies) Identified

Type of Auditor’s Report Issued on Compliance
for Major Federal Programs

Findings Disclosed in the Audit which are Required to be
Reported in Government Auditing Standards

Findings Disclosed in the Audit which are Required to be
Reported in Accordance with 2 CFR 200.516(a).

Programs audited as major:
Congressionally Directed Assistance

Dollar Threshold used to distinguish between Type A and Type B programs.

TexAmericas Center qualified as a low risk entity.
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Unmodified

Yes
None Reported

None Reported

None Reported

None Reported

Unmodified

Yes

None Reported

CFDA #12.599
$750,000

No



TEXAMERICAS CENTER
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SEPTEMBER 30, 2021

Section II - Financial Statement Findings

Finding Reference
2021-001

Material Weakness - Internal Controls

Criteria
Internal controls should be designed and implemented to ensure that the Center’s fixed asset listing is updated on an
ongoing basis.

Condition

In the current year, management identified several properties that were owned by TAC East Holdings Company, No. 1
but were erroneously included in the Center’s assets or omitted entirely. This caused a prior-period restatement to the
beginning net position in the current year.

Effect or Potential Effect
The Center's total fixed assets reported in the financial statements in the prior-period were incorrect, resulting in a prior-
period restatement to the beginning net position in the current year.

Questioned Cost

The restatement amount of $2,127,381 included the fixed assets that had to be added or removed in order to correct the
overall fixed assets total.

Recommendation
We recommend that the Center implement additional controls to assess their fixed assets listing on an ongoing basis to
ensure that it is accurate.

View of Responsible Official
The Center will implement additional policies and controls to assess their fixed assets listing on an ongoing basis. See
Corrective Action Plan.
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TEXAMERICAS CENTER
SCHEDULE OR PRIOR YEAR AUDIT FINDINGS
September 30, 2021

Finding 2020-001

Significant Deficiency

Internal Controls

Summary:

In the prior year, our review of internal controls disclosed instances of the Center’s fixed asset listing containing assets
no longer owned. Additionally, there were other assets transferred from the U.S. Army in prior years that were not
previously itemized or sufficiently identified. This caused a prior-period restatement to the beginning net position in the
prior-year.

Conclusion:

This finding reoccurred during the year ended September 30, 2021.

Finding 2020-002

Significant Deficiency

Compliance

Summary:

A single audit was performed on TexAmericas Center in 2019, but no data collection form was filed with the Federal
Audit Clearinghouse by their previous auditor. Subsequently, the Center was not in compliance with Uniform Guidance
requirements in the prior year, resulting in the Center losing its qualification as a low-risk entity.

Conclusion:

The 2019 data collection form was successfully completed and filed by management in June of 2021.
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TEXAMERICAS CENTER
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2021

FEDERAL GRANTOR/ Assistance Pass-Through
PASS-THROUGH GRANTOR/ Listing Entity Identifying Federal
PROGRAM or CLUSTER TITLE Number Number Expenditures
Direct Federal Awards:

U.S. Department of Defense

Congressionally Directed Assistance 12.599 $ 997,756
997,756
Total Expenditures of Direct Federal Awards $ 997,756

Notes to the Schedule of Federal Awards:

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award activity
of TexAmericas Center (the Center) under programs of the federal government for the year ended September 30,
2021. The information in this schedule is presented in accordance with the requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the operations
of the Center, it is not intended to and does not present the financial position, changes in net assets, or cash flows
in the Center.

Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance and wherein certain types of
expenditures are not allowable or are limited to reimbursement.

Indirect Cost Rate

The Organization has not elected to use the 10% de minimum indirect cost rate allowed under the Uniform
Guidance.
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TexfAmericas

CENTER"®

107 CHAPEL LANE | NEW BOSTON, TEXAS 75570

Finding 2021-001
TexAmericas Center agrees with Finding 2021-001.
Corrective Action Plan:

When the physical assets originally transferred from the U.S. Army to TexAmericas Center (TAC) were
recorded, they lacked sufficient detail to be accurately inventoried and/or were recorded in a lump — sum
format which was not adequately itemized or segregated into component parts. This is still the case. As
such, TAC management has had significant difficulty locating original documentation and itemization
for the land and physical property originally transferred from the U.S. Army to TAC.

To address the finding, TexAmericas Center (TAC) is in the process of implementing new financial
software, as well as additional policies and controls, to assess and evaluate the fixed asset schedule on an
ongoing basis. TAC will explore other effective remedies for these ongoing issues, and additional actions
may be undertaken to further remedy the finding.

Management Contact: Scott Norton

Phone Number: 903-223-9841
Completion by Date: September 30, 2022
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Page 2
Board of Directors of
TexAmericas Center

Significant Audit Matters (Continued)

Corrected and Uncorrected Misstatements

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

AJE - to adjust the general fund checking account at year-end for payroll tax
payment improperly recorded in January 2021.

Account Number Account Name DR CR
10010 General Fund Checking 15,145.28
22210 Payroll Liabilities - Payroll Tax Deposits 15,145.28
15,145.28 15,145.28

AJE - to record loan proceeds as an other financing source and to
eliminate debt balances at the fund level.

Account Number Account Name DR CR
24000 Guaranty Loan 7,464,527.66
79100 Loan Proceeds 7,464,527.66
7,464,527.66 7,464,527.66

AJE - to remove the transfer from TAC East Holdings Company No. 1
at the fund level and to record as an other resource/transfer in.

Account Number Account Name DR CR
4901 Funds Transfer - TAC East 1,989,381.06
79200 Transfer from TAC East 1,989,381.06
1,989,381.06 1,989,381.06

AJE - to post the receivable relating to the timber lawsuit settlement.

Account Number Account Name DR CR
11000 Accounts Receivable 250,000.00
40035 Litigation Settlement 250,000.00

250,000.00 250,000.00
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AJE - to adjust ESCA expenses that were double booked due to over payment on 12/31/20 Matrix invoice.

Account Number Account Name DR CR
20000 Accounts Payable 295,091.92
005-65280 Technical Programs CLIN 1,23 295,091.92
295,091.92 295,091.92

AJE - to adjust unearned revenue for ESCA and record additional revenue and receivable.

Account Number Account Name DR CR
22110 Other Current Liabilities-Unearned Revenue 115,862.08
13060 Other Current Assets-Due to/from ESCA 115,862.08
005-46000 ESCA - Other 231,724.16
231,724.16 231,724.16

Disagreements with Management

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

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated April 22, 2022.

Management Consultations with Other Independent Accountants

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

Other Audit Findings or Issues

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

Other Matters

We applied certain limited procedures to management’s discussion & analysis and the budgetary comparison
schedules, which are required supplementary information (RSI) that supplements the basic financial statements.
Our procedures consisted of inquiries of management regarding the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We did not audit
the RSI and do not express an opinion or provide any assurance on the RSI.
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We were engaged to report on the combining statements of net position, combining statements of activities, and
schedule of expenditures of federal awards, which accompany the financial statements but are not RSI. With respect
to this supplementary information, we made certain inquiries of management and evaluated the form, content, and
methods of preparing the information to determine that the information complies with accounting principles
generally accepted in the United States of America, the method of preparing it has not changed from the prior period,
and the information is appropriate and complete in relation to our audit of the financial statements. We compared
and reconciled the supplementary information to the underlying accounting records used to prepare the financial
statements or to the financial statements themselves.

Restriction on Use

This information is intended solely for the information and use of the Board of Directors and management of
TexAmericas Center and is not intended to be, and should not be, used by anyone other than these specified parties.

Very truly yours,

A ¢ THoman Pssa

CERTIFIED PUBLIC ACCOUNTANTS

Texarkana, Texas
April 22, 2022
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Board of Directors and Management of
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107 Chapel Lane

New Boston, TX

We are pleased to confirm our understanding of the services we are to provide TexAmericas Center (the Center)
for the year ended September 30, 2021. We will audit the financial statements of the governmental activities, which
include the blended-component unit, TAC East Holdings Company No. 1 and each major fund, including the related
notes to the financial statements, which collectively comprise the basic financial statements, of the Center as of and
for the year ended September 30, 2021. Accounting standards generally accepted in the United States of America
provide for certain required supplementary information (RSI), such as management’s discussion and analysis
(MD&A), to supplement the Center’s basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. As part of our engagement, we will apply certain limited procedures to the Center’s
RSI in accordance with auditing standards generally accepted in the United States of America. These limited
procedures will consist of inquiries of management regarding the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We will 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. The following RSI is required by U.S. generally
accepted accounting principles and will be subjected to certain limited procedures, but will not be audited:

1) Management’s Discussion and Analysis.
2) Budgetary Comparison - General Fund

We have also been engaged to report on supplementary information other than RSI that accompanies the Center’s
financial statements. We will subject the following supplementary information to the auditing procedures applied
in our audit of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used fo prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America, and we will provide an opinion on it in relation to the financial statements
as a whole in a report combined with our auditor’s report on the financial statements:

1) Schedule of Expenditures of Federal Awards.
2) Combining Statements of Net Position

3) Combining Statements of Activities

Audit Objectives

The objective of our audit is the expression of opinions as to whether your financial statements are fairly presented,
in all material respects, in conformity with U.S. generally accepted accounting principles and to report on the
faimess of the supplementary information referred to in the second paragraph when considered in relation to the
financial statements as a whole.

+#F 2900 St. Michael Drive, Suite 302, Texarkana, Texas 75503 +F Telephone (903) 831-3477 «# FAX (903) 831-3482 + www.thomasthomascpas.com &
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Audit Objectives (Continued)
The objective also includes reporting on

e Internal control over financial reporting and compliance with provisions of laws, regulations, contracts, and
award agreements, noncompliance with which could have a material effect on the financial statements in
accordance with Government Auditing Standards.

« [nternal control over compliance related to major programs and an opinion (or disclaimer of opinion) on
compliance with federal statutes, regulations, and the terms and conditions of federal awards that could
have a direct and material effect on each major program in accordance with the Single Audit Act
Amendments of 1996 and Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance).

The Government Auditing Standards report on internal control over financial reporting and on compliance and other
matters will include a paragraph that states that (1) the purpose of the report is solely to describe the scope of testing
of internal control and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the entity’s internal control or on compliance, and (2} the report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and compliance. The
Uniform Guidance report on internal control over compliance will include a paragraph that states that the purpose
of the report on internal control over compliance is solely to describe the scope of testing of internal control over
compliance and the results of that testing based on the requirements of the Uniform Guidance. Both reports will
state that the report is not suitable for any other purpose.

Qur audit will be conducted in accordance with auditing standards generally accepted in the United States of
America; the standards for financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; the Single Audit Act Amendments of 1996; and the provisions of the Uniform
Guidance, and will include tests of accounting records, a determination of major program(s) in accordance with the
Uniform Guidance, and other procedures we consider necessary to enable us to express such opinions. We will
issue written reports upon completion of our Single Audit. Our reports will be addressed to the Board of Directors
of the Center. We cannot provide assurance that unmodified opinions will be expressed. Circumstances may arise
in which it is necessary for us to modify our opinions or add emphasis-of-matter or other-matter paragraphs. If our
opinions are other than unmodified, we will discuss the reasons with you in advance. If, for any reason, we are
unable to complete the audit or are unable to form or have not formed opinions, we may decline to express opinions
or issue reports, or we may withdraw from this engagement.

Audit Procedures—General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the
areas to be tested. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements. We will plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether from (1) errors, (2) fraudulent financial
reporting, (3} misappropriation of assets, or (4) violations of laws or governmental regulations that are attributable
to the government or to acts by management or employees acting on behalf of the government. Because the
determination of waste and abuse is subjective, Government Auditing Standards do not expect auditors to perform
specific procedures to detect waste or abuse in financial audits nor do they expect auditors to provide reasonable
assurance of detecting waste or abuse.

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and
because we will not perform a detailed examination of all transactions, an unavoidable risk exists that some material
misstatements or noncompliance may exist and not be detected by us, even though the audit is properly planned and
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Audit Procedures—General (Continued)

performed in accordance with U.S. generally accepted auditing standards and Government Auditing Standards. In
addition, an audit is not designed to detect immaterial misstatements or violations of laws or governmental
regulations that do not have a direct and material effect on the financial statements or on major programs. However,
we will inform the appropriate level of management of any material errors, any fraudulent financial reporting, or
misappropriation of assets that come to our attention. We will also inform the appropriate level of management of
any violations of laws or governmental regulations that come to our attention, unless clearly inconsequential. We
will include such matters in the reports required for a Single Audit. Our responsibility as auditors is limited to the
period covered by our audit and does not extend to any later periods for which we are not engaged as auditors.

Our procedures witl include tests of documentary evidence supporting the transactions recorded in the accounts and
direct confirmation of receivables and certain other assets and liabilities by correspondence with selected
individuals, funding sources, creditors, and financial institutions. We will request written representations from your
attorneys as part of the engagement, and they may bill you for responding to this inquiry. At the conclusion of our
audit, we will require certain written representations from you about your responsibilities for the financial
statements; schedule of expenditures of federal awards; federal award programs; compliance with laws, regulations,
contracts, and grant agreements; and other responsibilities required by generally accepted auditing standards.

Audit Procedures—Internal Control

Our audit will include obtaining an understanding of the government and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing,
and extent of further audit procedures. Tests of controls may be performed to test the effectiveness of certain controls
that we consider relevant to preventing and detecting errors and fraud that are material to the financial statements
and to preventing and detecting misstatements resulting from illegal acts and other noncompliance matters that have
a direct and material effect on the financial statements. Our tests, if performed, will be less in scope than would be
necessary to render an opinion on internal control and, accordingly, no opinion will be expressed in our report on
internal control issued pursuant to Government Auditing Standards.

As required by the Uniform Guidance, we will perform tests of controls over compliance to evaluate the
effectiveness of the design and operation of controls that we consider relevant to preventing or detecting material
noncompliance with compliance requirements applicable to each major federal award program. However, our tests
will be less in scope than would be necessary to render an opinion on those controls and, accordingly, no opinion
will be expressed in our report on internal control issued pursuant to the Uniform Guidance.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies or material
weaknesses. Accordingly, we will express no such opinion. However, during the audit, we will communicate to
management and those charged with governance internal control related matters that are required to be
communicated under AICPA professional standards, Government Auditing Standards, and the Uniform Guidance.

Audit Procedures—Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement,
we will perform tests of the Center’s compliance with provisions of applicable laws, regulations, contracts, and
agreements, including grant agreements. However, the objective of those procedures will not be to provide an
opinion on overall compliance and we will not express such an opinion in our report on compliance issued pursuant
to Government Auditing Standards.
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The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance about
whether the auditee has complied with federal statutes, regulations, and the terms and conditions of federal awards
applicable to major programs. Our procedures will consist of tests of transactions and other applicable procedures
described in the OMB Compliance Supplement for the types of compliance requirements that could have a direct
and material effect on each of the Center’s major programs. For federal programs that are included in the
Compliance Supplement, our compliance and internal control procedures will relate to the compliance requirements
that the Compliance Supplement identifies as being subject to audit. The purpose of these procedures will be to
express an opinion on the Center’s compliance with requirements applicable to each of its major programs in our
report on compliance issued pursuant to the Uniform Guidance.

Other Services

We will also assist in preparing the financial statements, schedule of expenditures of federal awards, and related
notes of the Center in conformity with U.S. generally accepted accounting principles and the Uniform Guidance
based on information provided by you. These nonaudit services do not constitute an audit under Government
Auditing Standards and such services will not be conducted in accordance with Government Auditing Standards.
We will perform the services in accordance with applicable professional standards. The other services are limited
to the financial statements, schedule of expenditures of federal awards, and related notes services previously defined.
We, in our sole professional judgment, reserve the right to refuse to perform any procedure or take any action that
could be construed as assuming management responsibilities.

Management Responsibilities

Management is responsible for (1} designing, implementing, establishing, and maintaining effective internal
controls relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error, including internal controls over federal awards, and for evaluating and
monitoring ongoing activities to help ensure that appropriate goals and objectives are met; (2) following laws and
regulations; (3) ensuring that there is reasonable assurance that government programs are administered in
compliance with compliance requirements; and (4) ensuring that management and financial information is reliable
and properly reported. Management is also responsible for implementing systems designed to achieve compliance
with applicable laws, regulations, contracts, and grant agreements. You are also responsible for the selection and
application of accounting principles; for the preparation and fair presentation of the financial statements, schedule
of expenditures of federal awards, and all accompanying information in conformity with U.S. generally accepted
accounting principles; and for compliance with applicable laws and regulations (including federal statutes) and the
provisions of contracts and grant agreements (including award agreements). Your responsibilities also include
identifying significant contractor relationships in which the contractor has responsibility for program compliance
and for the accuracy and completeness of that information.

Management is also responsible for making all financial records and related information available to us and for the
accuracy and completeness of that information. You are also responsible for providing us with (1) access to all
information of which you are aware that is relevant to the preparation and fair presentation of the financial
statements, including identification of all related parties and all related-party relationships and transactions, (2)
access to personnel, accounts, books, records, supporting documentation, and other information as needed to
perform an audit under the Uniform Guidance, (3) additional information that we may request for the purpose of
the audit, and (4) unrestricted access to persons within the government from whom we determine it necessary to
obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements and confirming to
us in the management representation letter that the effects of any uncorrected misstatements aggregated by us during
the current engagement and pertaining to the latest period presented are immaterial, both individually and in the
aggregate, to the financial statements of each opinion unit as a whole.
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You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and
for informing us about all known or suspected fraud affecting the government involving (1) management, (2)
employees who have significant roles in internal control, and (3) others where the fraud could have a material effect
on the financial statements. Your responsibilities include informing us of your knowledge of any allegations of
fraud or suspected fraud affecting the government received in communications from employees, former employees,
grantors, regulators, or others. In addition, you are responsible for identifying and ensuring that the government
complies with applicable laws, regulations, contracts, agreements, and grants. Management is also responsible for
taking timely and appropriate steps to remedy fraud and noncompliance with provisions of laws, regulations,
contracts, and grant agreements that we report. Additionally, as required by the Uniform Guidance, it is
management’s responsibility to evaluate and monitor noncompliance with federal statutes, regulations, and the
terms and conditions of federal awards; take prompt action when instances of noncompliance are identified
including noncompliance identified in audit findings; promptly follow up and take corrective action on reported
audit findings; and prepare a summary schedule of prior audit findings and a separate corrective action plan.

You are responsible for identifying all federal awards received and understanding and complying with the
compliance requirements and for the preparation of the schedule of expenditures of federal awards (including notes
and noncash assistance received) in conformity with the Uniform Guidance. You agree to include our report on the
schedule of expenditures of federal awards in any document that contains and indicates that we have reported on
the schedule of expenditures of federal awards. You also agree to include the audited financial statements with any
presentation of the schedule of expenditures of federal awards that includes our report thereon or make the audited
financial statements readily available to intended users of the schedule of expenditures of federal awards no later
than the date the schedule of expenditures of federal awards is issued with our report thereon. Your responsibilities
include acknowledging to us in the written representation letter that (1) you are responsible for presentation of the
schedule of expenditures of federal awards in accordance with the Uniform Guidance; (2) you believe the schedule
of expenditures of federal awards, including its form and content, is stated fairly in accordance with the Uniform
Guidance; (3) the methods of measurement or presentation have not changed from those used in the prior period
(or, if they have changed, the reasons for such changes); and (4) you have disclosed to us any significant
assumptions or interpretations underlying the measurement or presentation of the schedule of expenditures of
federal awards.

You are also responsible for the preparation of the other supplementary information, which we have been engaged
to report on, in conformity with U.S. generally accepted accounting principles. You agree to include our report on
the supplementary information in any document that contains, and indicates that we have reported on, the
supplementary information. You also agree to include the audited financial statements with any presentation of the
supplementary information that includes our report thereon. Your responsibilities include acknowledging to us in
the written representation letter that (1) you are responsible for presentation of the supplementary information in
accordance with GAAP; (2) you believe the supplementary information, including its form and content, is fairly
presented in accordance with GAAP; (3) the methods of measurement or presentation have not changed from those
used in the prior period (or, if they have changed, the reasons for such changes); and (4) you have disclosed to us
any significant assumptions or interpretations underlying the measurement or presentation of the supplementary
information.

Management is responsible for establishing and maintaining a process for tracking the status of audit findings and
recommendations. Management is also responsible for identifying and providing report copies of previous financial
audits, attestation engagements, performance audits, or other studies related to the objectives discussed in the Audit
Objectives section of this letter. This responsibility includes relaying to us corrective actions taken to address
significant findings and recommendations resulting from those audits, attestation engagements, performance audits,
or studies. You are also responsible for providing management’s views on our current findings, conclusions, and
recommendations, as well as your planned corrective actions, for the report, and for the timing and format for
providing that information.
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Management Responsibilities (Continued)

You agree to assume all management responsibilities relating to the financial statements, schedule of expenditures
of federal awards, and related notes, and any other nonaudit services we provide. You will be required to
acknowledge in the management representation letter our assistance with preparation of the financial statements,
schedule of expenditures of federal awards, and related notes and that you have reviewed and approved the financial
statements, schedule of expenditures of federal awards, and related notes prior to their issuance and have accepted
responsibility for them. Further, you agree to oversee the nonaudit services by designating an individual, preferably
from senior management, with suitable skill, knowledge, or experience; evaluate the adequacy and results of those
services; and accept responsibility for them.

Email Communication

In connection with this engagement, we may communicate with you or others via email. As emails can be
intercepted, disclosed, used, and/or otherwise communicated by an unintended third party, or may not be delivered
to each of the parties to whom they are directed, we cannot ensure that emails from us will be properly delivered
and read only by the addressee. Therefore, we disclaim and waive any liability for interception or unintentional
disclosure of email transmissions, or for the unauthorized use or failed delivery of emails transmitted by us in
connection with the performance of this engagement. In that regard, you agree that we shall have no liability for
any loss or damage arising from the use of email, including any punitive, consequential, incidental, direct, indirect,
or special damages, such as the loss of revenues or anticipated profits, or disclosure of confidential information.

Engagement Administration, Fees, and Other

We may from time to time and depending on the circumstances, use third-party service providers in serving your
account. We may share confidential information about you with these service providers, but remain committed to
maintaining the confidentiality and security of your information. Accordingly, we maintain internal policies,
procedures, and safeguards to protect the confidentiality of your personal information. In addition, we will secure
confidentiality agreements with all service providers to maintain the confidentiality of your information and we will
take reasonable precautions to determine that they have appropriate procedures in place to prevent the unauthorized
release of your confidential information to others. In the event that we are unable to secure an appropriate
confidentiality agreement, you will be asked to provide your consent prior to the sharing of your confidential
information with the third-party service provider. Furthermore, we will remain responsible for the work provided
by any such third-party service providers.

We understand that your employees will prepare all cash, accounts receivable, or other confirmations we request
and will locate any documents selected by us for testing.

At the conclusion of the engagement, we will complete the appropriate sections of the Data Collection Form that
summarizes our audit findings. It is management’s responsibility to electronically submit the reporting package
(including financial statements, schedule of expenditures of federal awards, summary schedule of prior audit
findings, auditor’s reports, and corrective action plan) along with the Data Collection Form to the federal audit
clearinghouse. We will coordinate with you the electronic submission and certification. The Data Collection Form
and the reporting package must be submitted within the earlier of 30 calendar days after receipt of the auditor’s
reports or nine months after the end of the audit period.

We will provide copies of our reports to the Center; however, management is responsible for distribution of the
reports and the financial statements. Unless restricted by law or regulation, or containing privileged and confidential
information, copies of our reports are to be made available for public inspection.
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Engagement Administration, Fees, and Other (Continued)

The audit documentation for this engagement is the property of Thomas and Thomas, PLLC and constitutes
confidential information. However, subject to applicable laws and regulations, audit documentation and appropriate
individuals will be made available upon request and in a timely manner to a federal agency providing direct or
indirect funding, or the U.S. Government Accountability Office for purposes of a quality review of the audit, to
resolve audit findings, or to carry out oversight responsibilities. We will notify you of any such request. If requested,
access to such audit documentation will be provided under the supervision of Thomas and Thomas, PLLC personnel.
Furthermore, upon request, we may provide copies of selected audit documentation to the aforementioned parties.
These parties may intend, or decide, to distribute the copies or information contained therein to others, including
other governmental agencies.

The audit documentation for this engagement will be retained for a minimum of five years after the report release
date or for any additional period requested. If we are aware that a federal awarding agency, pass-through entity, or
auditee is contesting an audit finding, we will contact the party(ies) contesting the audit finding for guidance prior
to destroying the audit documentation.

Mason Andres is the engagement partner and is responsible for supervising the engagement and signing the report
or authorizing another individual to supervise the engagement and to sign the report. We expect to begin our audit
as soon as the records are available and issue our report no later than April 30, 2022,

Our fee for these services will be at our standard hourly rates plus out-of-pocket costs (such as report reproduction,
word processing, postage, travel, copies, telephone, etc.) except that we agree that our gross fee, including expenses,
will not exceed $27,500. Our standard hourly rates vary according to the degree of responsibility involved and the
experience level of the personnel assigned to your audit. Qur invoices for these fees will be rendered each month
as work progresses and are payable on presentation. You will be obligated to compensate us for all time expended
and to reimburse us for all out-of-pocket costs through the date of termination. The above fee is based on anticipated
cooperation from your personnel and the assumption that unexpected circumstances will not be encountered during
the audit. If significant additional time is necessary, we will adjust the fee accordingly.

We appreciate the opportunity to be of service to Center and believe this letter accurately summarizes the significant
terms of our engagement. If you have any questions, please let us know. If you agree with the terms of our
engagement as described in this letter, please sign the enclosed copy and return it to us.

.y~ ;'7#4»«: Poslead

CERTIFIED PUBLIC ACCOUNTANTS

Very truly yours,

RESPONSE:

This letter correctly sets forth the understanding of TexAmericas Center.

Title:
Date:

Governance Signatl.t“e.:; s
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