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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees of the
Denison Firemen's Relief and Retirement Fund:

Report on the Financial Statements
Opinions

We have audited the accompanying financial statements of the Denison Firemen's Relief and
Retirement Fund (the “Fund”), as of and for the year ended December 31, 2024, and the related
Statement of Changes in Fiduciary Net Position for the year then ended, and the related notes to
the financial statements, collectively, the Fund’s financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the Denison Firemen's Relief and Retirement Fund, as of December
31, 2024, 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.

Basis of Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Denison Firemen's Relief and Retirement Fund and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Fund’s
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ability to continue as a going concern for one year after the date that the financial statements are
issued.

Auditor’s Responsibility for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

e Obtain an understanding of internal control relevant to the audit 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 Fund’s internal control. Accordingly, no such opinion
is expressed.

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

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

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

Required Supplementary Information

US GAAP requires that the management’s discussion and analysis and the required
supplementary information, as listed in the table of contents, be presented to supplement the
Fund’s financial statements. Such information, although not a part of the Fund’s financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be



an essential part of financial reporting for placing the Fund’s financial statements in an appropriate
operational, economic, or historical context.

We have applied certain limited procedures to the required supplemental information in
accordance with US GAAS, which consisted of inquires of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the Fund’s financial statements, and other knowledge we obtained
during our audit of the Fund’s financial statements. We do not express an opinion or provide an
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide assurance.

WAJ;W4 Ca.

BrooksWatson & Co., PLLC
Certified Public Accountants
Houston, Texas

July 2, 2025
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DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2024

The purpose of the Management’s Discussion and Analysis (the “MD&A”) is to give the readers
an objective and easily readable analysis of the financial activities of the Denison Firemen's
Relief and Retirement Fund (the “Fund”) for the year ended December 31, 2024. The analysis is
based on currently known facts, decisions, or economic conditions. It presents short and long-
term analysis of the Fund’s activities, compares current year results with those of the prior year,
and discusses the positive and negative aspects of that comparison. Governmental Accounting
Standards Board (GASB) Statement No. 34 establishes the content of the minimum
requirements for MD&A. Please read the MD&A in conjunction with the Fund’s financial
statements, which follow this section.

THE STRUCTURE OF OUR ANNUAL REPORT

The annual financial report is presented as compliant with the financial reporting model in
effect pursuant to GASB Statement No. 34. The financial reporting model requires governments
to present certain basic financial statements as well as a Management’s Discussion and Analysis
(MD&A) and certain other Required Supplementary Information (RSI). The basic financial
statements include (1) statement of fiduciary net position, (2) statement of changes fiduciary net
position, and (3) notes to the financial statements.

The Statement of Fiduciary Net Position presents information on all of the Fund’s assets and
liabilities. The difference between the two is reported as net position — restricted for pension
benefits. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the Fund is improving or deteriorating. Other financial
factors, such as the Fund’s total pension liability need to be considered to assess the overall
health of the Fund.

The Statement of Change in Fiduciary Net Position presents information showing how the
Fund’s net position changed during the most recent year. This activity includes Fund and
member contributions, benefits and refunds paid out, as well as investment income and
expense. All changes in the net position are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows — the accrual method.

Notes to Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statements. The notes can be found
after the financial statements within this report.

Other Information

In addition to basic financial statements, this MD&A, and accompanying notes, this report also
presents certain RSI. The RSI that GASB 67 requires includes a Schedule of Changes in the



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2024

Fund’s Net Pension Liability and Related Ratios as well as a Schedule of Investment Returns.
The RSI can be found after the notes to the financial statements within this report.

FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the Fund’s financial
position. For the Fund, assets exceed liabilities (net position restricted for pension benefits) by
$24,126,506 as of year end.

Statement of Fiduciary Net Position:

The following table reflects the comparative Statement of Fiduciary Net Position:

2024 2023
Assets
Cash & cash equivalents $ 509,203 $ 263,564
Total Investments, at fair value 23,575,629 20,956,049
Receivables 41,674 26,676
Total Assets 24,126,506 21,246,289
Net Position
Plan net position, restricted for pension benefits $ 24,125,706 $ 21,246,289

Total assets increased by $2,879,417 or 14%. This increase is primary the result of the net
appreciation of investments. The current year money-weighted rate of return is 14.05%.



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2024

Statement of Changes in Fiduciary Net Position

The following table provides a summary of the Fund’s changes in net position:

2024 2023
Additions to plan net position:
Contributions $ 1,784,505 $ 1,637,788
Net appreciation in fair value of investments 1,866,972 805,197
Interest and dividends 1,209,366 733,537
Total additions to plan net position 4,860,843 3,176,522
Deductions from plan net position:
Benefits paid to participants 1,824,480 1,878,332
Administrative expenses 156,946 124,591
Total deductions from plan net position 1,981,426 2,002,923
Net increase/(decrease) in plan net position $ 2,879,417 $ 1,173,599

The Fund reported an increase in net position of $2,879,417. Current year contributions from the
City of Denison and member contributions totaled $1,784,505. This represents an increase of
$146,717. Net appreciation of investment value was $1,866,972 for the year ended December 31,
2024, and interest and dividends increased $475,829 from the prior year. This is the result of an

overall increase reflected in the stock market.

CONTACTING THE FUND’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Fund’s financial activity.
Questions concerning this report or requests for additional financial information should be

directed to Zera Taylor, Plan Administrator, P.O. Box 347 Denison, TX, 75021.
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DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
STATEMENT OF FIDUCIARY NET POSITION
DECEMBER 31, 2024

Assets
Cash and cash equivalents
Investments
Receivables

Total Assets

LIABILITIES AND NET POSITION

CURRENT LIABILITIES
Accounts payable
TOTAL CURRENT LIABILITIES

Net Position
Plan net position, restricted for pension benefits
Total Plan Net Position

Total Liabilities and Plan Net Position

See accompanying notes to the financial statements.
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DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2024

2024
Additions to plan net position:
Contributions:
City of Denison $ 1,027,875
Participant 756,630
Total contributions 1,784,505
Investment income:
Net appreciation in fair value of investments 1,866,972
Interest and dividends 1,209,366
Total investment income 3,076,338
Total additions to plan net position 4,860,843
Deductions from plan net position:
Benefits paid:
Service retirement benefits 1,657,510
Widows' benefits 119,606
Disability benefits 12,597
Refund of benefits 34,767
Total payments for benefits 1,824,480
Actuarial fees 24,879
Accounting fees 8,500
Administrative expenses 15,473
Fiduciary fees 99,085
Professional fees 3,814
Miscellaneous 5,195
Total deductions from plan net position 1,981,426
Net increase (decrease) in plan net position 2,879,417
Plan net position restricted for benefits, beginning of year 21,246,289
Plan net position restricted for benefits, end of year $ 24,125,706

See accompanying notes to the financial statements.
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DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Note 1 - Summary of Accounting Policies

Basis of Presentation

The accompanying basic financial statements are presented in accordance with generally accepted
accounting principles established by the Governmental Accounting Standards Board (GASB),
which designates accounting principles and financial reporting standards applicable to State and
local governmental units. The accompanying basic financial statements include solely the
accounts of the Fund, which include all programs, activities, and functions relating to the
accumulation and investment of the net assets and related income necessary to provide the
service, disability, and death benefits required under the terms of the governing statues and
amendments thereto.

Basis of Accounting

The accrual basis of accounting is used by the Fund. Under the accrual basis of accounting,
revenues, which include contributions and investment income, are recognized when they are
earned and collection is reasonably assured, and expenses are recognized when the liability is
incurred. Member and employer contributions are recognized when due, pursuant to formal
commitments according to the Fund requirements and State statute. Benefits paid to members
and contribution refunds are recognized when due and payable in accordance with the terms of
the Fund. Accrued income, when deemed uncollectible, is charged to operations. All realized
gains/losses on sales of assets are recognized on the transaction date.

Reporting Entity

The Fund is reported as Other Information in the financial statement notes of the City and
required supplemental information is included in the City’s Annual Comprehensive Financial
Report.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the basic
financial statements and the reported amounts of revenues and expenses during the reporting
period. Accordingly, actual results could differ from the estimates that were used.

12



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Cash and Cash Equivalents

The Fund considers only demand deposits as cash. Cash equivalent securities, which are
comprised of all highly liquid investments with a maturity of three months or less when
purchased, are considered to be cash equivalents.

Investment Valuation and Income Recognition

Investments are reported at fair value. Fair value is defined as the price that would either be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.

Unrealized gains and losses, arising from increases or decreases in the current market values from
the beginning of the year to the end of the year, are presented as net appreciation (depreciation)
in fair value of investments on the statements of changes in plan net assets, along with gains and
losses realized on sales of investments. Purchases and sales of investments are recorded on the
trade date. Dividend income is recorded on the ex-dividend date. Interest income and income
from other investments are recorded on the accrual basis.

Administrative Expenses

The cost of administering the Fund is paid by the Fund from current earnings pursuant to an
annual fiscal budget approved by the Fund’s Board of Trustees.

Federal Income Tax

The Fund received a favorable letter of determination from the Internal Revenue Service stating
that the Fund qualifies as a tax-exempt plan and trust. The Fund’s management and Board
believe that the Fund is currently designed and being operated in compliance with the applicable
requirements of the Internal Revenue Code.

Accounting principles generally accepted in the United States of America require Fund’s
management to evaluate tax positions taken by the Fund and recognize a tax liability (or asset) if
the Fund has taken an uncertain position that more likely than not would not be sustained upon
examination by the Internal Revenue Service.

Fund management has analyzed the tax positions taken by the Fund and has concluded that as of
December 31, 2024, there are no uncertain positions taken or expected to be taken that would
require recognition of a liability (or asset) or disclosure in the basic financial statements.

The Fund is subject to routine audits by taxing jurisdictions; however, there are currently no
audits for any tax periods in progress.

13



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Note 2 - Description of Plan

The following description of the Denison Firemen's Relief and Retirement Fund (“Fund”)
provides only general information. Participants should refer to the Fund’s plan document for a
more complete description of the Fund’s provisions.

General

The Board of Trustees of the Fund is the administrator of the Fund, a single-employer defined
benefit pension plan. The Fund is an independent entity for financial reporting purposes. The
City of Denison, Texas is the only contributing employer. The members of the Fund also
contribute to the Fund.

The Fund is established under the authority of the Texas Local Fire Fighters” Retirement Act
(“TLFFRA”). The Fund is administered by a Board of Trustees which is made up of three
members elected from and by the Fund members, two representatives of the City of Denison,
Texas, and two citizen members.

The Fund covers current and former fire fighters of the City of Denison, Texas, as well as certain
beneficiaries of current and former fire fighters. The Fund is open to new entrants. An actuarial

valuation of the Fund is performed every two years.

At December 31, 2023 the Fund’s membership consisted of the following;:

e Active members 54
e Vested terminated members 7
e Retired members and their beneficiaries 60
Total Fund Membership 121

Effective January 1, 2020, the City of Denison contributes 18 percent of each Fund member’s total
pay (including regular, longevity, overtime pay and pay received during a period of sick leave or
vacation, but excluding lump sum distributions for unused sick leave or vacation), and the fund
members’ contribution rate 13.25 percent of pay. Employee contributions are “picked up” by the
City, as permitted under Section 414(h)(2) of the Internal Revenue Code. For this reason, a
member’s contributions are excluded from taxable income when paid into the fund. Fund
members receive a credit for service for the period during which they pay into, and keep on
deposit in the fund, the contributions required by the Fund. Retirement, death, disability, and
termination benefits are calculated based upon a member’s average salary for the 24 consecutive
months that produce the highest average.

14



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

All active fire fighters of the City of Denison, Texas are members of the Denison Firemen’s Relief
and Retirement Fund.

Service Retirement Benefits

A member is eligible for service retirement benefits upon completion of 20 years of service and
attainment of age 50. A member who retires under the service retirement provisions of the Fund
will receive a monthly benefit equal to the sum of (a) and (b), below, where: (a) Equals 2.65
percent of the member’s highest 24-month average salary, multiplied by the member’s years of
credited service not in excess of 20, and (b) Equals 3.00 percent of the member’s highest 24-month
average salary multiplied by the member’s years of credited service in excess of 20.

The maximum service retirement benefit is $7,250 per month.

Service retirement benefits are payable for the member’s lifetime. In the event the member’s death
precedes that of his spouse, three-fourths of the member’s pension will be continued to the
member’s spouse for the spouse’s lifetime. Monthly benefits to a widowed spouse upon
remarriage will continue subject to the other terms of the Fund.

Disability Benefits

An active member who becomes disabled before the date he qualifies for service retirement will
receive a monthly disability benefit equal to 50 percent of the member’s average monthly
compensation. However, if a member is eligible for a service retirement benefit, he will receive
the service retirement benefit to which he is entitled instead of the disability benefit. The
maximum disability benefit is $7,250 per month. The current monthly disability benefit being
paid per month is $1,050.

If a member begins drawing disability benefits prior to age 50, but after the date he has completed
20 years of service, monthly disability benefits will end at age 50. Starting at age 50, the member
will receive the amount of monthly termination benefit, described below, which the member has
accumulated as of the date his service is terminated due to disability.

Disability benefits are payable in the same form as service retirement benefits. However,

disability benefits stop if the member recovers to the point that he no longer meets the definition
of disability under the Fund.

15



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Definition of Disability

A member will qualify for a disability benefit if he becomes disabled for either physical or mental
reasons. For the first one and one-half years, the Board may terminate the member’s disability
benefit if the member recovers to the extent that he is able to perform the duties of his job as a fire
fighter. After one and one-half years, the Board may terminate a member’s disability benefit if the
member is able to perform the duties of a job outside the fire department, and he is able to earn as
much money in his new job as he would have earned as a fire fighter.

Based on a review of the member’s disability, the Board may (i) continue the member’s original
disability benefit, or (ii) pay a partial disability benefit of one-half of the member’s original
disability benefit.

For the purpose of measuring a disabled member’s earnings capacity, the Board will be entitled to
use the fire fighter’s most recently filed federal income tax return by June 1. Failure to supply the
Board with the most recent income tax return by June 1 is grounds for the Board to terminate a
member’s disability benefit. If a member gives a written request for additional time to submit his
annual income tax return, the Board may, at their discretion, approve or disapprove the request.

Death Benefits

If a member dies while in active service, the member’s spouse will receive an immediate monthly
benefit, payable for as long as he or she is living. The amount of the benefit will equal to the sum
of (a) 39.75 percent of the member’s highest 24-month average salary, plus (b) three-fourths of any
additional service benefit earned by the member as of the date of death.

The maximum death benefit payable to a spouse is $3,862.50 per month. The current highest
monthly death benefit being paid per month is $2,047.

The spouse’s benefit is payable for life, but it ceases upon remarriage if the spouse remarries prior
to November 20, 2008. If the spouse remarries on or after November 20, 2008, the death benefits
payable to the Surviving Spouse will continue subject to the other terms of the Fund. In addition
to the above spouse’s benefit, each unmarried child of the member will receive a monthly benefit
of $100. Orphans’ benefits will continue until a child reaches age 18. In the event the member has
no spouse at date of death or if the Surviving Spouse subsequently dies, the monthly orphan
benefit payable is $200.

16



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Termination Benefits

Members with Less Than Ten Years of Credited Service

A member who terminates employment with less than ten years of service will be entitled
to the return of the excess of his contributions to the Fund over the amount of any benefits
he has received from the Fund. Such refund will not include any interest on the member’s
contributions.

Members with Ten or More Years of Credited Service

A member who terminates employment after completing at least ten years of credited
service, but prior to the date he attains age 50, will be entitled to receive a monthly benefit
starting at age 50. The monthly termination benefit will equal the sum of (a) and (b) below,
where:

a) Equals 2.65 percent of the member’s highest 24-month average salary, at the date of
termination, multiplied by the member’s years of credited service, not in excess of 20,
at date of termination, and

b) Equals 3.00 percent of the member’s highest 24-month average salary, at the date of
termination, multiplied by the member’s years of credited service, at date of
termination, in excess of 20.

The maximum vested termination benefit is $5,150 per month.
Plan Termination

Although it has not expressed any intent to do so, The Board of Trustees reserves the right to
amend or terminate the Fund. Participants should refer to the most recent Fund amendment
adopted December 10, 2019, effective January 1, 2020.

Funding Policy

The Fund’s minimum required contribution provisions are established under Title 8, Subtitle A,
Chapter 802, Subchapter B, Section 802.101 of the Texas Government Code and under Texas
Pension Review Board Guidelines for Actuarial Soundness. Specific employer contribution rates
are governed by an agreement between the City and the fire fighters. Changes in the members’ or
the City’s contribution rate requires a Fund amendment.

The contribution rates of Fund members and the City are established under the terms of the Fund.
An actuarial valuation is performed every two years in order to verify that Fund benefits and
Fund contributions are in balance. Costs of administering the Fund are paid from Fund assets. For
the Denison Firemen's Relief and Retirement Fund'’s fiscal year ending December 31, 2023 and
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DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

2024, the City and Member’s contribution rate were 18% and 13.25% of each active Fund
member’s annual compensation, respectively.

There are no contracts governing contributions to the Fund. Of accounts receivable, $24,004
consisted of employer contributions receivable as of the year ending December 31, 2024.

There are no statutory reserve requirements for the Fund.

While the contribution requirements are not actuarially determined, state law requires that each
plan of benefits adopted by the Fund must be approved by an eligible actuary. The actuary
certifies that the contribution commitment by the firefighters and the assumed City contribution
rate together provide an adequate contribution arrangement. Using the entry age actuarial cost
method, the Fund’s normal cost contribution rate is determined as a percentage of payroll. The
excess of the total contribution rate over the normal cost contribution rate is used to amortize the
Fund’s unfunded actuarial accrued liability (UAAL), and the number of years needed to amortize
the Fund’s UAAL is determined using a level percentage of payroll method. The Fund’s most
recent biennial actuarial valuation was as of December 31, 2023.

Through December 31, 1996, contributions by members were on an “after tax” basis. Therefore,
upon distribution, only the amount attributable to earnings is taxable. If a member withdrew his
funds prior to retirement he receives only the portion, plus interest, of his contributions. In
January 1997, the members voted to have their contributions made on a “pretax” basis.
Distributions made after that date will be allocated to “pretax” and “after tax” earnings.

Note 3 - Cash and Cash Equivalents

For cash deposits and cash equivalents, custodial risk is the risk that, in the event of a bank
failure, the Fund’s deposits may not be returned to it. The Fund’s deposits are held by the
Custodian (B. Riley Financial, Inc.) and by First United Bank and Trust.

As of December 31, 2023 and 2024, the Fund’s cash deposits at the First United Bank and Trust
and B. Riley Financial totaled $263,564 and $509,203, respectively, which are subject to coverage
by the Federal Deposit Insurance Corporation (FDIC), but not collateralized. The Fund does not
have a deposit policy for custodial credit risk; however, management believes that the Fund’s
credit risk exposure for amounts not covered by Federal depository insurance is mitigated by the
financial strength of the banking institution in which the deposit is held. Management believes
that Fund cash was adequately secured at all times during the year.

18



DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Note 4 — Investments and Investment Risk

The Board has adopted an Investment Policy Statement (Investment Policy) to set forth the factors
involved in the management of investment assets for the Fund, with the objective to invest the
Funds’ assets in a manner consistent with generally accepted standards of fiduciary
responsibility. The Board will manage the investment program of the Fund in compliance with
all applicable Federal and State statutes and regulations concerning the investment of pension
assets. The safeguards which would guide a prudent person will be observed.

Safety of principal shall be emphasized and the Fund will be diversified so as to avoid the risk of
a large loss. All transactions undertaken on behalf of the Fund will be for the sole benefit of the
Fund participants and beneficiaries and for the exclusive purpose of providing benefits to them
and defraying reasonable administrative expenses.

The Board has contracted with Fiduciary Financial Services of the Southwest as Investment
Advisor to the Fund. The Investment Advisor provides advice and guidance on managing the
Fund’s assets. Such advice is subject to the Funds’ Investment Policy and all final investment
decisions are made by the Fund’s Board.

The Board has employed B. Riley, wealth management, which uses Wells Fargo Bank as
Custodian of the assets of the Fund, and in said capacity, the Custodian shall be a fiduciary of the
Fund’s assets with respect to its discretionary duties including safekeeping the Fund’s assets. The
Custodian has established and maintained a custodial account to hold, or direct its agents to hold,
for the account of the Fund all assets that the Board shall from time to time deposit with the
Custodian. All rights, title and interest in and to the Fund’s assets shall at all times be vested with
the Fund’s Board. In holding all Fund assets, the Custodian shall act with the same care, skill,
prudence and diligence under the prevailing circumstances that a prudent person acting in like
capacity and familiar with matters of this type would use in the conduct of an enterprise with a
like character and with like aims. Further, the Custodian shall hold, manage and administer the
Fund’s assets for the exclusive purpose of providing the benefits to the members and the qualified
survivors of the Fund.

The following long term strategic asset allocation, which serves as the primary asset allocation of
the Fund, was adopted by the Board through its Investment Policy:

1. The Fund will target 40% of the assets to be invested in securities to derive income.
These securities must be issued by the U.S. government, one of its instrumentalities or
by a corporation whose debt has received an investment grade rating by one or more
debt rating firms (e.g., Moody’s, Standard and Poor’s, Fitch, or Duff and Phelps).
Enhanced income securities include, but are not limited to: U.S. Government or agency
obligations, certificate of deposits, money market funds, preferred stocks, convertible
securities, royalty trusts and real estate investment trusts. This includes Exchange
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DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Trade Funds and Investment Companies where the underlying assets are defined in
either this Section 1 or Section 2.

2. The remainder of the assets shall be invested in common stocks or other securities
which meet the requirements of the Texas investment laws pertaining to this type of
fund. Investment Companies (mutual funds) and Exchange Traded Funds which
invest primarily in common stocks shall be permitted under this particular allocation.

The investment manager is granted up to a 10% deviation from the stated target allocation due to
temporary fluctuations in market conditions or securities events such as mandatory conversions
from debt instruments to equity. For the purpose of determining the above asset allocation, total
values based on cost will be utilized.

A summary by category of the investments at fair market value are as follows:

12/31/2024

Government National Mortgage Association — $ 63

GNMA Pools maturing from 7-15-25 to 5-15-

26 and bearing interest from 7.5% to 8.0%

Certificates of Deposit maturing from 1-30-25

to 8-6-25 1,176,732

Mutual Funds 5,646,426

Corporate Stock - Common Stock 898,914

Corporate Stock - Common Stock 15,339,134

Preferred Stock 514,360

Real Estate Investment Trusts -
Total Investments $ 23,575,629

Credit risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Fund does not have a formal policy limiting investment credit risk, but rather
mandates such limits within the Investment Policy and the Investment Advisor agreement. The
Fund’s investments subject to credit risk include the Government National Mortgage Association
securities, which was given a rating of Aaa by nationally recognized credit rating agency Moody,
and the preferred shares , which was given a rating of Baa2 and BB+ by the credit rating agencies
Moody and Standard & Poors, respectively.
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Concentration of Credit Risk
The asset allocation guide of the Fund’s Investment Policy contains guideline percentages, at
market value, of total Fund Assets to be invested in various asset classes, with the objective of

optimizing the investment return of the Fund within framework of acceptable risk and
diversification. Actual asset allocations will be dictated by current and anticipated market
conditions, the independent actions of the Board and/or investment managers, and the required
cash flow to and from the Fund. The Fund had one investment at December 31, 2024 that
represent 5% of the fair value of the Fund’s assets. There were no other investments that
represented 5% or more of the fair value of the Fund’s assets as of December 31, 2024.

Custodial Credit Risk

In the case of deposits, this is the risk that in the event of a bank failure, the Fund’s deposits may
not be returned to it. While the Fund has no formal policy regarding custodial credit risk, as of
December 31, 2024, all cash deposits were fully insured by the Federal Deposit Insurance
Corporation.

For an investment, custodial credit is the risk that, in the event of the failure of the counterparty,
the Fund will not be able to recover the value of its investment or collateral securities that are in
possession of an outside party. Investment securities are exposed to custodial credit risk if the
securities are uninsured, are not registered in the name of the Fund, and are held by either the
counterparty or the counterparty’s trust department or agent but not in the Fund’s name. At
December 31, 2024, the Fund did not hold any such securities.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of the
investment. Interest rate risk is the greatest risk faced by an investor in the fixed income market.
The price of a fixed income security typically moves in the opposite direction of the change in
interest rates. The Fund’s Investment Policy sets limits on exposure to certain securities as a way
of managing its exposure to potential fair value losses arising from future changes in interest
rates. The Fund invests in fixed income securities with maturities greater than one year. The
Fund’s investments subject to interest rate risk include the Government National Mortgage
Association securities totaling $63 with a weighted average maturity of 1.04 years and certificates
of deposits totaling $1,176,795 with a weighted average of maturity of 0.31 years as of December
31, 2024.
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Note 5 — Fair Value Measurements

The Fund categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant
unobservable inputs.

Level1l  Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the plan has the ability to access.

Level2  Inputs to the valuation methodology include
e quoted prices for similar assets or liabilities in active markets;
e quoted prices for identical or similar assets or liabilities in inactive markets;
e inputs other than quoted prices that are observable for the asset or liability; and
e inputs that are derived principally from our corroborated by observable market
data by correlation or other means.

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

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

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.
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Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at December 31, 2024.

Mutual funds: Valued at the quoted net asset value (“NAV”) of shares held by the Fund at
year end.

Real Estate Investment Trusts (REITs): Valued at the quoted net asset value (“NAV”) of
shares held by the Fund at year end.

Government National Mortgage Association (GNMAs): Value based on the face value and
varies based on the market interest rate.

The preceding methods described may produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values. Furthermore, although the plan believes
its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumption to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.

The following table sets forth by level, within the fair value hierarchy, the Fund’s fair value
measurements at December 31, 2024.

Fair Value Level 1 Inputs Level 2 Inputs Level 3 Inputs
Mutual Funds $ 5,646,426 $ 5,646,426 % - $
Common Stock 15,339,134 15,339,134 -
Preferred Stock 514,360 514,360 -
Governmental bonds 898,914 898,914 -
Certificates of Deposit 1,176,732 - 1,176,732
Govrnment National 63 - 63

Mortgage Association -
GNMA Pools

Total $ 23,575,629 % 22,398,834 % 1,176,795 %
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Note 6 — Actuarial Information

The Fund, by statute, may adopt an actuarial valuation once every two years in order to establish
the City’s contribution rate. In 2024, the Board adopted and certified the December 31, 2023
actuarial valuation. This is the most recent valuation available. A summary of results of the
December 31, 2023 valuation follows:

The City’s assumed contribution rate averages 18%.

There were no unexpected changes with respect to the participants included in this actuarial
valuation. It assumes an increase of 2.5% in payroll growth and 3.26% discount rate.

Since the total contributions are sufficient to pay the Fund’s normal cost and to amortize the
Fund’s UAAL within the maximum acceptable period, the Fund has an adequate contribution
arrangement.

Recently adopted accounting standards require that the statement of fiduciary net position state
assets at fair value, and include only benefits and refunds due Plan members and beneficiaries, as
well as accrued investment and administrative expenses as of the reporting date. The new
standards also require disclosure of the total pension liability and the net pension liability as of
the reporting sate.

Note 7 — Net Pension Liability

The City’s net pension liability was measured as of December 31, 2024, and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of
December 31, 2023.

Total pension liability $ 32,432,439
Plan fiduciary net position 24,125,706
City’s net pension liability $ 8,306,733

Plan fiduciary net position as a percentage
of the total pension liability 74.4%

1. Changes in Actuarial Assumptions

The components of the investment return assumption of 7.25% from 7.5% net of
investment-related expenses, retaining the inflation assumption of 2.5% and lowering the
net real rate of return from 5% to 4.75%. In addition, the assumed administrative expenses
as a percent of covered payroll changed from 1.00% to 0.95% based on the last four years
of experience.
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NOTES TO THE FINANCIAL STATEMENTS

2. Actuarial Assumptions

DECEMBER 31, 2024

The total pension liability in the December 31, 2023 actuarial valuation was determined
using the following actuarial methods and assumptions, applied to all periods included in

the measurement:
Actuarial cost method
Amortization method

Asset valuation method

Discount rate

Inflation

Increases in total payroll
Percent married

25

Entry Age Normal Actuarial cost method
Open period, level percentage of pay

All assets are valued at market value with an
adjustment made to uniformly spread actuarial
gains or losses (as measured by actual market
value investment return vs. expected market
value investment return) over a five-year
period. The total adjustment amount shall be
limited as necessary such that the actuarial
value of assets shall not be less than 80% of
market value nor greater than 120% of market
value.

7.25% per annum, compounded annually

2.5% per year included in compensation
increases and investment return assumptions.

2.5% per year, compounded annually

100% of the active firefighters are assumed to
be married at retirement, disability, or death
while employed, with male firefighters having
a spouse three years younger and female
firefighters having a spouse three years older.
Actual marital status and spouse date of birth
are used for retirees.
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

Contribution rates Rates in effect are assumed to remain constant
for future years

Mortality rates PubS-2010 (public safety employees) total
dataset mortality tables for employees and for
retirees, projected for mortality improvement
generationally using the projection scale MP-

2019.
Assumed contribution rates
a. Members 13.25% of compensation
b. City 18.00% of compensation

All other details concerning the actuarial methods and assumptions applied to all periods
included in the measurement can be obtained from the Actuarial Valuation report for the
valuation as of December 31, 2023.

Discount Rate

The discount rate used to measure the total pension liability was 7.25 percent. The
projection of cash flows used to determine the discount rate assumed that plan member
contributions will be made at the current contribution rate and that City contributions will
be made at rates equal to the difference between actuarially determined contribution rates
and the member rate. Based on those assumptions, the pension plan’s fiduciary net
position was projected to be available to make all projected future benefit payments of
current plan members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the
total pension liability.

The long-term expected rate of return on pension plan investments was determined using
a building-block method in which best-estimate ranges of expected future real rates of
return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term
expected rate of return by weighting the expected future real rates of return by the target
asset allocation percentage and by adding expected inflation.
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Best estimates of arithmetic real rates of return for each major asset class included in the
pension plan’s target asset allocation as of December 31, 2024 (see the discussion of the
pension plan’s investment policy) are summarized in the following table:

Long-Term Expected
Asset Class Real Rate of Return
Equities 5.95%
Real estate 3.45%
Closed-end mutual funds 1.45%
Fixed income securities 1.45%
Cash 0.00%
Weighted Average 5.25%

4. Sensitivity of the net pension liability to changes in the Discount rate

The following presents the net pension liability of the City, calculated using the discount
rate of 7.25% as well as what the City’s net pension liability would be if it were to be
calculated using the discount rate that is 1-percentage point lower (6.25%) or 1-percentage
point higher (8.25%) than the current rate:

1% Decrease Current Discount 1% Increase
(6.25%) Rate (7.25%) (8.25%)
Fund's net pension liablity $ 12,717,323 | $ 8,306,733 | $ 4,698,134

Note 8 - Commitments and Contingencies

Certain members of the Fund are entitled to refunds of their accumulated contributions upon
termination of employment with the City, prior to being eligible for pension benefits.
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Note 9 - Risks and Uncertainties

The Fund invests in various investment securities. Investment securities are exposed to various
risks such as interest rate, market, and credit risks. The events in recent years in both the U.S. and
global financial markets resulted in dramatic changes in economic conditions, including interest
rate, currency, equity, and credit conditions. The effect of those events on the Fund’s investment
portfolio is mitigated by the diversification of its holdings. However, it is at least reasonably
possible that changes in the value of the Fund’s investment securities may occur over the course
of different economic and market cycles.

The Fund’s contribution rates and the actuarial information included in the notes and
supplemental schedules are based on certain assumptions pertaining to interest rates, inflation
rates, and participant demographics, all of which are subject to change. Due to uncertainties
inherent in the estimations and assumptions process, it is at least reasonably possible that changes
in these estimates and assumptions in the near term could be material to the financial statements.

Note 10 - Subsequent Events

Management of the Fund has evaluated events, transactions, and pronouncements that may
impact the financial statements for the year ended December 31, 2024 through July 2, 2025, the
date the financial statements were available to be issued.

On April 10, 2025 the fund refunded contributions totaling $24,538. The Fund has no other
subsequent events, transactions, or pronouncements that require recognition or disclosure in the
financial statements.
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DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
INVESTMENTS HELD AS OF DECEMBER 31, 2024 AND 2023

2024 2023
Government National Mortgage Association Pools
GNMA Pools maturing 3-15-24 bearing interest of 7.5% $ -5 16
GNMA Pools maturing 9-15-25 bearing interest of 7.5% 4 67
GNMA Pools maturing 1-20-26 bearing interest of 8.0% 21 59
GNMA Pools maturing 5-15-26 bearing interest of 8.0% 38 102
Total Government National Mortgage Association Pools $ 63 $ 244
Certificates of Deposit
Goldman Sachs Bank maturing 1-30-25 bearing interest of 5.05% $ 235127  $ -
Veritex Community Bank maturing 2-14-25 bearing interest of 5.25% 235,235 -
Bank of America maturing 5-1-25 bearing interest rate of 4.95% 235,470 -
Bankwell Bank maturing 6-5-25 bearing interest of 4.45% 235,183 -
Beal Bank maturing 8-6-25 bearing interest of 4.75% 235,717 -
City Natl Bk of FL maturing 1-18-24 bearing interest of 5.3% - 240,010
Preferred Bk LA Calif maturing 2-29-24 bearing interest of 5.2% - 234,953
Fifth Third Bank maturing 5-14-24 bearing interest rate of 5.15% - 234,856
JP Morgan Chase Bk NA maturing 11-27-24 bearing interest of 5.3% - 200,160
Total Government National Mortgage Association Pools $ 1,176,732 $ 909,979
Debt and Equity Securities - Domestic and Foreign
ABBVIE Inc $ 533,100 $ 774,850
Amazon Inc 888,530 820,476
American Water Works Co Inc - 376,172
Apple Inc 939,075 962,650
Bristol-Myers Squibb - 348,908
Crowdstrike Holdings Inc - 255,320
CSX Corp 770,608 827,920
Dover Corp 506,520 415,287
Duke Energy Holdings Corp 646,440 582,240
Eaton Corp PLC 846,268 710,419
Endbridge Inc 861,329 731,206
Freeport-McMoran Inc 209,440 234,135
Gladstone Commercial Corp 747,933 609,768
Invesco QQQ TR ETF 989,115 409,520
Johnson & Johnson - 375,392
Mastercard Inc 523,937 424,378
Merck & Co Inc 497,400 796,936
Microsoft Corp 758,700 1,128,120
Nextera Energy Inc 609,365 516,290
Schwab Strategic TR ETF 5-10 YR Corporate Bond 728,310 741,510
Communication Services Select Sector SPDR Fund 387,240 -
Starwood Property Trust - 718,884
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SPDR Portfolio S&P 600 Small Cap ETF 628,880 -
SPDR Portfolio High Yield Bond ETF 293,375 -
SPDR Portfolio S&P 400 Mid Cap ETF 645,342 -
SPDR Blackstone High Income ETF 397,110 -
Thermo Fisher Scientific 455,201 464,441
Vanguard Value Index Fund ETF 338,600 -
Waste Management Inc 746,623 662,670
Welltower Inc 390,693 279,527

Total Equities $ 15,339,134  § 14,167,019

Governmental Bonds

US Treasury Notes maturity date of 2-15-25 $ 498,570 % -
US Treasury Notes maturity date of 2-27-31 199,578 -
US Treasury Notes maturity date of 3-12-31 200,766 -
US Treasury Notes maturity date of 2-15-24 - 224,289
US Treasury Bill maturity date of 4-25-24 - 491,805
US Treasury Bill maturity date of 5-16-24 - 490,410
Federal Home Loan Bank Bonds maturity date of 5-16-24 - 5.50% - 154,836
Federal Home Loan Bank Bonds maturity date of 2-9-24 - 5.88% - 200,802
Federal Home Loan Bank Bonds maturity date of 2-9-24 - 5.75% - 499,495

Total Governmental Bonds $ 898,914 $ 2,061,637

Mutual Funds

Calamos Strategic Total Return Fund Common Stock $ 1,324,708 $ 1,112,276
Goldman Sachs Dynamic Bond Fund Institutional Class 518,064 -
Goldman Sachs TR FINL Square Prime Obligs Instl CL - 335,024
Goldman Sachs Funds INTL OOPTYS FD INSTL CL 871,813 322,392
Goldman Sachs International Equity Inc 624,089 307,890
Federated Hermes Institutional Equity Inc 799,760 -
John Hancock Preferred Income Fund II 461,580 440,104
Lord Abbett Investment Grade Floating Rate Fund Class I 527,943 -
Lord Abbett Investent TR-Income FU CL 1 518,469 401,633

Total Mutual Funds $ 5,646,426 $ 2,919,319

Real Estate

Crown Castle Intl Corp $ - $ 391,646

Total Real Estate $ - $ 391,646

Preferred Stock

RL]J Lodging TR $ 85,960 $ 87,675
Wells Fargo Co 428,400 418,530
Total Preferred Stock $ 514,360 $ 506,205
Total $ 23,575,629 $ 20,956,049
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Direct and Indirect Fees and Commissions

DENISON FIREMEN'S RELIEF AND RETIREMENT FUND
INVESTMENT EXPENSES AS OF DECEMBER 31, 2024

TOTAL INVESTMENT
MANAGEMENT FEES

(Management Fees Netted

from Returns +

TOTAL DIRECT AND
INDIRECT FEES AND

COMMISSIONS

(Management Fees +

Brokerage

MANAGEMENT FEES Management Fees Paid |PROFIT SHARE/CARRIED] Fees/Commissions +
ASSET CLASS NETTED FROM RETURNS From Trust) INTEREST Profit Share)
Cash $ 1,413 % 1,413.00 | $ - $ 1,413
Public Equity $ 54,100 | $ 54,100.00 | $ - $ 54,100
Fixed Income $ 52251 % 52251 % - $ 5,225
Real Assets $ - 19 - 18 - 15 =
Alternative/Other $ - 1% - 18 - 1S =
TOTAL $ 60,738 | $ 60,738 | $ -19 60,738 !
Alternative/Other Investment Managers Total Investment Expenses
List of Investment Manager Total Direct and Indirect
List of Alternative/Other Investments Names Fees and Commissions $ 60,738
nla nla Investment Services
Custodial -
Research -
Investment Consulting 90,958
Legal -
Total Investment Services $ 90,958
Total Investment Expenses (Total Direct and Indirect Fees and Commissions + Investment Services) $ 151,696

Notes to Schedule:

1) Reported net of expense ratio on financial statements.
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