MERRILL RANCH COMMUNITY FACILITIES DISTRICT NO. 1
AGENDA

Pursuant to A.R.S. § 38-431.02, notice is hereby given to the Merrill Ranch Community Facility District
No. 1 Members and to the general public that a Special Meeting of the District Board will be held on
Tuesday, February 3, 2026, at 6:00 p.m., or immediately following the Town of Florence Council
Meeting, in the Florence Town Council Chambers, located at 775 N. Main Street, Florence, Arizona.

To attend the meeting noticed below by technological means, members of the public may:
1. Watch Live:

YouTube Live
FlorenceAZ.gov/tv

Locally on Cox TV Channel 11
2. Join virtually using the link below:

Join via ZOOM

3. Tocall in and listen, please dial:
Telephone: (346) 248 7799 or (669) 900 6833
Webinar ID: 830 4358 0662

Passcode: 121865

If any member of the public has difficulty connecting to the meeting, they are invited to contact the
Town of Florence Information Technology Helpdesk at (520) 868-7543.

Please utilize the bookmarks for navigating the document. If you have any questions on how to access
the bookmarks tab, please call the Clerk’s Office at 520-868-7500.

The agenda for this meeting is as follows:
1. CALLTO ORDER

2. ROLL CALL: Keith Eaton, Cathy Adam, Arthur Neal, Nicole Buccellato, Jose Maldonado,
Tony Bencina, Sherri Bedford

3. NEW BUSINESS

a. Discussion and possible action of the Merrill Ranch Community Facility District No. 1 Special
Meeting minutes of November 18, 2025. (Lisa Garcia)

b. Discussion and possible action on the Annual Financial Statement for the Fiscal Year ending
June 30, 2025. (Carl Dudding)


https://www.youtube.com/channel/UCBTvt8ya3WqI-siUct1vQzQ/live
http://www.florenceaz.gov/tv
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fus02web.zoom.us%2Fj%2F83043580662%3Fpwd%3DCz2QgVV9m0OW8EAbi6SzTbMR16Jxxw.1&data=05%7C02%7Cpatricia.buchanan%40florenceaz.gov%7C8d58b3cc001e4a4f65cf08de5df09b47%7C30e857ae25444ab7b3ac660b7da1d334%7C0%7C0%7C639051485141212731%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=Ce4DyBoYD8uM4jdkHwAXcQZjNRTJJIlnHzRY4mhU96w%3D&reserved=0

4. ADJOURNMENT

POSTED ON JANUARY 29, 2026, BY LISA GARCIA, DISTRICT CLERK, AT 775 NORTH MAIN STREET,
FLORENCE, ARIZONA, AND AT WWW.FLORENCEAZ.GOV.

**#*PURSUANT TO TITLE Il OF THE AMERICANS WITH DISABILITIES ACT (ADA), THE MERRILL RANCH
COMMUNITY FACILITIES DISTRICT NO. 1 DOES NOT DISCRIMINATE ON THE BASIS OF DISABILITY
REGARDING ADMISSION TO PUBLIC MEETINGS. PERSONS WITH A DISABILITY MAY REQUEST
REASONABLE ACCOMMODATIONS BY CONTACTING THE MERRILL RANCH COMMUNITY FACILITIES
DISTRICT NO. 1 ADA COORDINATOR, AT (520) 868-8300 OR 711 TDD. REQUESTS SHOULD BE MADE
AS EARLY AS POSSIBLE TO ALLOW TIME TO ARRANGE THE ACCOMMODATION. ***


http://www.florenceaz.gov/

MERRILL RANCH COMMUNITY FACILITIES DISTRICT NO. 1
SPECIAL MEETING AGENDA

MINUTES OF THE MERRILL RANCH COMMUNITY FACILITIES DISTRICT NO. 1 SPECIAL MEETING HELD
ON TUESDAY, NOVEMBER 18, 2025, AT 6:00 P.M., IMMEDIATELY FOLLOWING THE TOWN OF
FLORENCE COUNCIL MEETING, IN THE FLORENCE TOWN COUNCIL CHAMBERS, LOCATED AT 775 N.
MAIN STREET, FLORENCE, ARIZONA.

CALL TO ORDER
Chairman Eaton called the meeting order at 7:39 pm.

ROLL CALL: Keith Eaton, Cathy Adam, Arthur Neal, Nicole Buccellato, Jose Maldonado, Tony
Bencina, Sherri Bedford

The District Clerk performed a silent roll call, establishing that a quorum was present and all members
in attendance.

Discussion and possible action on adopting the June 3 & 11, 2025 minutes of the Merrill Ranch
Community Facilities District No. 1. (Lisa Garcia)

On motion of Boardmember Bencina, seconded by Boardmember Buccellato and carried (7-0) to adopt
the June 3 and 11, 2025 minutes for the Merrill Ranch Community Facilities District No. 1.

Discussion and possible action on entering into a Cooperative Use Contract with Holbrook Asphalt Co.,
utilizing the City of Mesa Contract No. 2022159, for crack sealing, application of HA5 High-Density
Mineral Bond Sealant, and striping at various Community Facilities District No. 1 locations within the
Anthem at Merrill Ranch community, in an amount not to exceed $175,000. (Andy Smith)

Andy Smith, District Engineer, stated that this item will be for pavement improvements to roadways in
Anthem Merrill Ranch and will also need to be approved through Merrill Ranch Community Facilities
District No. 2.

On motion of Boardmember Buccellato, seconded by Boardmember Bedford, and carried (7-0) to
approved entering into a Cooperative Use Contract with Holbrook Asphalt Co., utilizing the City of Mesa
Contract No. 2022159, for crack sealing, application of HA5 High-Density Mineral Bond Sealant, and
striping at various Community Facilities District No. 1 locations within the Anthem at Merrill Ranch
community, in an amount not to exceed $175,000.

ADJOURNMENT

On motion of Vice-Chair Adam, seconded by Boardmember Buccellato and carried (7-0) to adjourn from
the Merrill Ranch Community Facilities District No. 1. meeting at 7:41 pm.

Merrill Ranch Community Facilities District No. 1 Meeting Minutes
November 18, 2025
Page 1 0of 2



Keith Eaton, Chairman

ATTEST:

Lisa Garcia, District Clerk

| certify that the following is a true and correct copy of the minutes of the Merrill Ranch Community
Facilities District No. 1 meeting held on November 18, 2025, and that the meeting was duly called to
order and that a quorum was present.

Lisa Garcia, District Clerk

Merrill Ranch Community Facilities District No. 1 Meeting Minutes
November 18, 2025
Page 2 of 2



Merrill Ranch

Community BOARD OF DIRECTORS AGENDA ITEM
Facilities ACTION FORM 7c

District No. 1

MEETING DATE: February 3, 2026

DEPARTMENT: Finance X] Action
[ ] Information Only

STAFF PRESENTER: Carl Dudding, Finance Director / Ben Hur, Fester E :z::lcu:zirmg

and Chapman, PLLC [] ordinance
[] other
SUBJECT: 2024-2025 (FY 25) Annual Financial Report Presentation and
Acceptance

RECOMMENDED MOTION/ACTION:
| move to [accept/deny] the Annual Financial Statement for the Fiscal Year ending June 30, 2025.

BACKGROUND/DISCUSSION:
Our Bond Counsel for the Community Facilities Districts has recommended that an annual audit

be conducted. This will provide financing entities, bondholders, and the interested parties with
the financial status of the individual Community Facilities District and its operations. The report
will also provide disclosure information for the district.

Fester and Chapman, PLLC of Scottsdale, AZ, has been contracted by the Town to provide auditing
services.

Ben Hur will provide the audit results.

Any entity that has a loan or bonds with the Town is required to submit annual financial reports.
They evaluate the town's financial health in relation to its financing.

A VOTE OF NO WOULD MEAN:

The District would be unable to provide an annual financial report to financial institutions and to
the public. We are unable to provide the necessary audited information on the district’s financial
status to interested parties, including the public.

A VOTE OF YES WOULD MEAN:
It would allow the district to submit to the Electronic Municipal Market Access (EMMA), submit
our report to financing authorities, and the Public.

FINANCIAL IMPACT:
None

Subject: Annual Audit Meeting Date: February 3, 2026
Page 1 of 2



ATTACHMENTS:
Annual Audit Report for CFD #1
Presentation from Fester & Chapman

Subject: Annual Audit Meeting Date: February 3, 2026
Page 2 of 2



Merrill Ranch Community Facilities
District No. 1

(A Component Unit of the Town of Florence, Arizona)
Annual Financial Report

June 30, 2025
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Annual Financial Report

Year ended June 30, 2025
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FESTER &
=] CHAPMAN...

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

To the Board of Directors of
Merrill Ranch Community Facilities District No. 1
Florence, Arizona

Opinions

We have audited the accompanying financial statements of the governmental activities and each major fund of the
Merrill Ranch Community Facilities District No. 1 (the District), a component unit of the Town of Florence,
Arizona, as of and for the year ended June 30, 2025, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the District, as of June 30, 2025, and the
respective changes in financial position for the year then ended in accordance with U.S generally accepted
accounting principles.

Basis for Opinions

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

Responsibilities of Management for the Financial Statements

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

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

Auditor's Responsibilities for the Audit of the Financial Statements

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

Address « 9019 East Bahia Drive Suite 100 » Scottsdale, AZ 85260 | Phone ¢ (602) 264-3077 | Fax « (602) 265-6241



In performing an audit in accordance with generally accepted auditing standards, 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
District’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 District’s ability to continue as a going concern for a reasonable period of time.

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

Emphasis of Matter

As discussed in Note 1, the financial statements of the District are intended to present the financial position and
changes in financial position of only that portion of the governmental activities of the Town of Florence that is
attributable to the transactions of the District. They do not purport to, and do not, present fairly the financial
position of the Town of Florence as of June 30, 2025, and the changes in its financial position, for the year ended
in conformity with U.S generally accepted accounting principles. Our opinion is not modified with respect to this
matter.

Other Matters
Required Supplementary Information

Management has omitted Management’s Discussion and Analysis and budgetary comparison information that
U.S generally accepted accounting principles require to be presented to supplement the basic financial statements.
Such missing 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. Our opinion on the basic
financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements. The continuing disclosure information as listed in the table of
contents is presented for purposes of additional analysis and is not a required part of the basic financial

statements.

The continuing disclosure information has not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Fester & Choproun PLALC

December 18, 2025
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Statement of Net Position

June 30, 2025

ASSETS

Pooled cash and investments
Restricted pooled cash and investments
Accounts receivable
Due from other governments
Prepaids

Total assets

LIABILITIES

Accounts payable
Accrued interest payable
Due to other funds
Noncurrent liabilities:
Due within 1 year
Due in more than 1 year
Total liabilities

NET POSITION

Restricted for:
Debt service
Capital projects
Community Facilities Districts operations
Unrestricted (deficit)
Total net position

$ 2,404,430
1,244,022
4,960,893

11,596

312,328

8.933.269

$ 100,488
115,045
16,391

501,968
6.111.924
6.845.816

2,488,985
863,775
190,409

(1.439.325)
S 2.103.844

See accompanying notes to financial statements.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Statement of Activities

Year ended June 30, 2025

REVENUES

Property taxes
Special assessments
Charges for services
Investment earnings
Total revenues

EXPENSES

General government

Highways and streets

Interest and other charges
Total expenses

Change in net position
Net position, beginning of year

Net position, end of year

See accompanying notes to financial statements.

4

$ 842,839
1,382,983

143.973
2.369.795

685,219
143,500
292,761
1.121.480

1,248,315
855,529

$_ 2,103,844



Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Balance Sheet - Governmental Funds

June 30, 2025

Debt Capital
General Service Improvements
Fund Fund Fund Total
ASSETS
Pooled cash and investments $ 188,913 $ 2,212,327 § 3,190 $§ 2,404,430
Restricted pooled cash and
investments 383,437 860,585 1,244,022
Accounts receivable 4,960,893 4,960,893
Due from other governments 1,505 10,091 11,596
Due from other funds 16,391 16,391
Prepaid 312.328 312.328
Total assets $ 190,418 $_ 7.879.076 $ 880,166 $__ 8,949.660
LIABILITIES
Accounts payable $ 9 $ 100,479 $ 100,488
Due to other funds 16,391 16,391
Total liabilities 9 116.870 116.879
DEFERRED INFLOWS OF
RESOURCES
Unavailable revenue - special
assessments 4,960,893 4,960,893
Total deferred inflows of
resources 4.960.893 4.960.893
FUND BALANCES
Nonspendable:
Prepaid items 312,328 312,328
Restricted:
Debt service 2,488,985 2,488,985
Community Facilities Districts
operations 190,409 190,409
Capital projects $ 863,775 863,775
Unassigned 16,391 16.391
Total fund balances 190.409 2,801,313 880.166 3.871,888
Total liabilities, deferred
inflows of resources, and
fund balances $ 190,418 $_ 7,879,076 $ 880,166 $__ 8,949,660

See accompanying notes to financial statements.
5



Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Reconciliation of the Govermental Funds Balance Sheet
to the Government-wide Statement of Net Position

June 30, 2025

Fund balances - total governmental funds balance sheet $ 3,871,888

Amounts reported for governmental activities in the Statement of Net
Position are different because:

Some receivables are not available to pay for current-period
expenditures and, therefore, are reported as unavailable revenue in
the funds.
Special assessments 4,960,893

Long-term liabilities, including, bonds payable and their related
costs, are not due and payable in the current period and therefore

are not reported in the funds. (6,613,892)
Interest payable on long-term debt is not reported in the funds (115.045)
Net position of governmental activities $__2.103.844

See accompanying notes to financial statements.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Statement of Revenues, Expenditures, and Changes in Fund Balances

Year ended June 30, 2025

Debt Capital
General Service Improvements
Fund Fund Fund Total
REVENUES
Property taxes $ 109,381 $ 733,458 $ 842,839
Special assessments 9,450 529,421 538,871
Investment earnings 7,312 109955 § 26,706 143.973
Total revenues 126,143 1,372,834 26,706 1,525,683
EXPENDITURES
Current:
General government 82,678 602,541 685,219
Highways and streets 27,000 116,500 143,500
Debt service:
Principal 487,318 487,318
Interest and other charges 301,000 301,000
Total expenditures 82,678 815.318 719.041 1.617.037
Excess (deficiency) of revenues
over (under) expenditures 43.465 557.516 (692,335) (91.354)
OTHER FINANCING SOURCES
(USES)
Special assessment bonds issued 1,075,000 1,075,000
Transfers in 114,282 114,282
Transfers out (114.282) (114.282)
Total other financing sources
(uses) 114,282 960,718 1,075,000
Net change in fund balances 43,465 671,798 268,383 983,646
Fund balances, beginning of year 146,944 2.129.515 611,783 2.888.242
Fund balances, end of year $ 190,409 $_ 2.801.313 § 880,166 $_ 3.871.888

See accompanying notes to financial statements.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Reconciliation of the Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
to the Government-wide Statement of Activities

Year ended June 30, 2025

Net change in fund balances - total governmental funds $ 983,646

Amounts reported for governmental activities in the Statement of Activities
are different because:

Revenues in the Statement of Activities that do not provide current
financial resources are not reported as revenues in the funds and revenues
received in the current year that were accrued in the Statement of Activities
in the prior years are reported as revenues in the funds. 844,112

Interest expense in the Statement of Activities differs from the amount
reported in governmental funds because accrued interest was calculated for
outstanding debt for the Statement of Activities, but is expensed when due
for the governmental fund statements 8,239

Repayment of long-term debt are expenditures in the governmental funds,
but the repayment reduces long-term liabilities in the Statement of Net

Position.
Special assessment bond issued (1,075,000)
Bond principal retirement 487.318 (587.682)
Change in net position of governmental activities $_ 1.248.315

See accompanying notes to financial statements.
8



Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Merrill Ranch Community Facilities District No. 1 (the District), a
component unit of the Town of Florence, Arizona (the Town), conform to generally accepted
accounting principles applicable to government units adopted by the Governmental Accounting
Standards Board (GASB). A summary of the District's significant accounting policies follows.

A. Reporting Entity

The District was formed by petition to the Town Council on December 19, 2005 (No. 1). The
purpose of the District is to acquire or construct public infrastructure in specified areas of the
Town. As special purpose district and separate political subdivisions under the Arizona
Constitution, the District may levy taxes and issue bonds independently of the Town. Property
owned in the designated areas is assessed for the District's property taxes, and thus for the costs
of operating the District. The Town Council serves as the Board of Directors of the District. The
Town has no liability for the District's debt. For reporting purposes, the transactions of the
District are included as governmental type funds as if they were part of the Town’s operations.

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e. the Statement of Net Position and the Statement
of Activities) present financial information about the District as a whole. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities,
which are normally are supported by taxes, special assessments and miscellaneous revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and
charges for support. The District had no business-type activities during the fiscal year.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-wide Financial Statements - 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 flow.

Fund Financial Statements - Governmental fund financial statements are reported using the
current financial resources measurement focus and the 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, the District consider revenues
to be available if they are collected within 60 days of the end of the current fiscal period.



Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt services expenditures, as well as expenditures related to compensated absences,
and claims and judgments, are recorded only when payment is due. However, since debt service
resources are provided during the current year for payment of governmental long-term principal
and interest due early in the following year, the expenditures and related liabilities have been
recognized in the Debt Service Fund.

Property taxes associated with the current fiscal period are considered to be susceptible to
accrual and have been recognized as revenues of the current fiscal period. Interest is accrued in
the current fiscal period when the revenue is earned. All other revenue items are considered to be
measurable and available only when cash is received by the government.

Special assessments are recognized as revenue only to the extent that the individual installments
are considered current assets. Annual installments not currently receivable are reflected as

deferred inflows of resources.

The District reports the following major governmental funds:

e General Fund - This fund accounts for resources accumulated and used for the payment of
general operating expenses for the District, which may include insurance, legal fees, and
administration costs.

e Debt Service Fund - This fund accounts for resources accumulated and used for the payment
of the District's long-term debt principal, interest, and related costs.

e Capital Improvements Fund - This fund accounts for resources accumulated and used for
acquiring and improving public infrastructure.

D. Cash and Investments
The District participates in the Town's investment pool that is available for the use of all Town
funds. The District's pool is reported on the financial statements as "pooled cash and

investments". The District's portion of the pool is not identified within specific investments.

The District considers all highly liquid investments with a maturity of three months or fewer
when purchased to be cash equivalents.

The District investments are stated at fair value. Fair value is based on quoted market prices as of
the valuation date.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
E. Restricted Assets

Certain proceeds of the District's bonds, as well as certain resources set aside for their
repayments, are classified as restricted on the balance sheet because they are maintained in
separate bank accounts and their use is limited by applicable debt covenants.

F. Capital Assets

Capital assets acquired or infrastructure assets constructed by the District is dedicated to the
Town to maintain and operate. As a result, the District owns no capital assets.

G. Long-term Obligations

In the government-wide financial statements and proprietary fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the Statement of Net
Position. Bond premiums and discount are amortized over the life of the bonds using the straight
line method. Bonds payable are reported net of the applicable bond premium or discount.

In the fund financial statements, governmental fund types recognize bond premiums, discounts,
and issuance costs during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on the debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuances costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

H. Deferred Inflows

In addition to liabilities, the fund financial statements include a section for deferred inflows of
resources. This represents an acquisition of fund balance that applies to a future period(s) and so
will not be recognized as an inflow of resources (revenue) until that time. The District have only
one item that qualifies for this category, which arises only under the modified accrual basis of
accounting, unavailable revenue. These amounts are recognized as an inflow of resources in the
period that the amounts become available.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

1. Fund Balance

In the fund financial statements, governmental funds report nonspendable portions of fund
balance related to prepaid expenses. Restricted funds are constrained from outside parties
(statute, grantors, bond agreements, etc.). Committed fund balances are established and modified
by a resolution approved by the Board of Directors. The Board of Directors passed a resolution
authorizing the Town of Florence to assign fund balances and their intended uses. Unassigned
fund balances are considered the remaining amounts. When an expenditure is incurred for
purposes for which both restricted and unrestricted fund balance is available, it is the District’s
policy to use restricted first, then unrestricted fund balance. When an expenditure is incurred for
purposes for which committed, assigned, and unassigned amounts are available, it is the
District’s policy to use committed first, then assigned, and finally unassigned amounts. Currently
the District does not have any nonspendable, assigned or committed funds.

In the government-wide financial statements, net position is reported in two categories: restricted
net position and unrestricted net position. Restricted net position accounts for the portion of net
position restricted by externally imposed restrictions by grantors, contributors, or laws and
regulations. Unrestricted net position is the remaining net position not included in the previous
category.

J. Budgetary Information

The District adopts an annual operating budget for expenditures for the General Fund on
essentially the same modified accrual basis of accounting used to record actual expenditures.
Budgetary control over expenditures is exercised at the fund level.

K. Deficit Net Position

As described in Note A, the District was formed to finance and acquire or construct
infrastructure assets that are subsequently dedicated to the Town for operation. The District does
not own or operate infrastructure. Therefore, the Statement of Net Position includes long term
debt without the corresponding capital assets.

L. Use of Estimates

In preparing financial statements in conformity with generally accepted accounting principles,
management is required to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenditures (expenses) during the
reporting period. Actual results could differ from those estimates.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 2 - POOLED CASH AND INVESTMENTS

The District participates in the pooled cash and investments of the Town for daily transactions.
The Town then periodically requests reimbursement from the District's restricted funds held by
the trustee. At June 30, 2025, the District had a balance of $3,648,452 in the Town’s pooled cash
and investments. Restricted cash consists of the required debt service reserve fund and cash held
by an outside agency for restricted use. Its future use will be for the repayments on outstanding
bonds payable and capital improvements.

The Town's investment pool is not an SEC registered investment company, and there is no
regulatory oversight of its operation. The pools' structure does not provide for shares, and the
Town has not provided, nor obtained, any legally binding guarantees to support the value of
participant's investments. The Town allocates interest earnings to each participating fund. The
Town's investments are valued at fair value; however, the Town's investments are not identified
with specific shares. The District does not have a separate investment policy and follows the
Town's policies.

Below are the relevant policies with regard to interest rate risk, credit risk, concentration of
credit risk and custodial credit risk

Interest Rate Risk - Interest rate risk is the risk that changes in market interest rates will
adversely affect the fair value of an investment. Generally, the longer the maturity of an
investment, the greater the sensitivity of its fair value to changes in market interest rates. The
Town has no policy regarding interest rate risk. State law limits investments into securities
having maturities no greater than five (5) years. The maximum maturity for investments in
repurchase agreements is 180 days.

Credit Risk — The Town does not have a formal investment policy regarding credit risk.
However, the Town is prohibited by State law from investing in investments other than
obligations of the U.S. Treasury and U.S. agencies, certificates of deposit in eligible
depositories, repurchase agreements, obligations of the State of Arizona or any of its counties or
incorporated cities, towns or duly organized school districts, improvement districts in this state
and the State Treasurer’s Local Investment Pool.

Concentration of Credit Risk - At June 30, 2025, the Town’s investments include 33% invested
in U.S. Treasury securities, 8% invested in U.S. agency securities, 22% in corporate bonds, 15%

in asset-backed securities, 2% in investment-other, and 20% in the State Investment Pool
(LGIP).
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 2 - POOLED CASH AND INVESTMENTS - Continued

Custodial Credit Risk - To control custodial credit risk, State law and the Town's investment
policy require all securities and collateral to be held by an independent third party custodian in
the Town’s name. The custodian provides the Town with monthly market values along with
original safekeeping receipts.

NOTE 3 - ACCOUNTS RECEIVABLE

The Pinal County Treasurer (County) is responsible for collecting property taxes and special
assessments for all governmental entities within the County. The County levies property taxes
due to the District. In addition, the District provides the County with the special assessments to
be billed. These taxes and assessments are billed to the property owners by the County in
September. Two equal installments, payable in October and April, become delinquent after the
first business days in November and May.

Property taxes are recognized as revenues in the fiscal year they are levied in the government-
wide financial statements and represent a reconciling item between the government-wide and
fund financial statements. In the fund financial statements, property taxes are recognized as
revenues in the fiscal year they are levied and collected or if they are collected within 60 days
subsequent to fiscal year-end. Property taxes not collected within 60 days subsequent to fiscal
year-end or collected in advance of the fiscal year for which they are levied are reported as
unavailable revenues.

Special assessments are recognized as revenue only to the extent that the individual installments
are considered current assets. Annual installments not currently receivable are reflected as
deferred inflow of resources.

NOTE 4 - INTERFUND BALANCES AND ACTIVITY

Interfund transfers - Capital Improvement Fund transferred $114,282 to Debt Service Fund
during the fiscal year ended June 30, 2025.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 5 - LONG TERM DEBT

The District is authorized under state law to issue General Obligation (GO) bonds and Special
Assessment (SA) bonds to be repaid by property taxes and special assessments levied on
property within the Districts. The District is created by petition of the Town Council by property
owners within the area to be covered by the districts and debt may be issued only after approval
of the voters within the District.

Bonds payable from the District at June 30, 2025, consisted of the outstanding general obligation
bonds and special assessment presented below.

General obligation bonds:

In February 2017 the Merrill Ranch Community Facilities District No. 1 issued $3,245,000 of
GO Series 2017 refunding bonds to advance refund a portion of outstanding GO 2008 Series A
bonds. The net proceeds of $3,245,000 together with a debt service contribution of $300,000
were deposited in an irrevocable trust with an escrow agent to provide funds for the future debt
service payments on the refunded bonds in three payments ending July 15, 2018. As a result, a
portion of those GO 2008 Series A bonds are considered defeased and the liability for those
bonds has been removed from the Statement of Net Position. Interest rate is 2.97%; semi-annual
interest payments are due on July 15 and January 15. Principal payments are due annually on
July 15 with final maturities on July 15, 2029.

Special assessment bonds:

In June 2006 the Merrill Ranch Community Facilities District No. 1 assessment area one issued
$2,464,000 of special assessment bonds to finance capital improvements within the District.
These bonds will be repaid by the property owners within the District. Interest rates are 4.3% to
5.3%; semi-annual interest payments are due on July 1 and January 1. Principal payments are
due annually on July 1 with final maturities on July 1, 2030.

In September 2009 the Merrill Ranch Community Facilities District No. 1 assessment area two
issued $353,500 of special assessment bonds to finance capital improvements within the District.
Interest rate is 9.0%; semi-annual interest payments are due on July 1 and January 1. Principal
payments are due annually on July 1 with final maturities on July 1, 2034.

In October 2010 the Merrill Ranch Community Facilities District No. 1 assessment area three
issued $290,500 of special assessment bonds to finance capital improvements within the District.
Interest rate is 7.5%; semi-annual interest payments are due on July 1 and January 1. Principal
payments are due annually on July 1 with final maturities on July 1, 2035.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 5 - LONG TERM DEBT - Continued

In July 2012 the Merrill Ranch Community Facilities District No. 1 assessment area five issued
$189,000 of special assessment bonds to finance capital improvements within the District.
Interest rate is 6.88%; semi-annual interest payments are due on July 1 and January 1. Principal
payments are due annually on July 1 with final maturities on July 1, 2037.

In July 2016 the Merrill Ranch Community Facilities District No. 1 assessment area eight issued
$987,000 of special assessment bonds to pay costs of acquiring certain public infrastructure
within the boundaries of the District. Interest rate is 5.75%; semi-annual interest payments are
due on July 1 and January 1. Principal payments are due annually on July 1 with final maturities
on July 1, 2040.

In April 2018 the Merrill Ranch Community Facilities District No. 1 assessment area nine issued
$1,477,000 of special assessment bonds to pay costs of acquiring certain public infrastructure
within the boundaries of the District. Interest rate is 6%; semi-annual interest payments are due
on July 1 and January 1. Principal payments are due annually on July 1 with final maturities on
July 1, 2042.

In November 2022 the Merrill Ranch Community Facilities District No. 1 assessment area ten
issued $721,000 of special assessment bonds to pay costs of acquiring certain public
infrastructure within the boundaries of the District. Interest rate is 8%; semi-annual interest
payments are due on July 1 and January 1. Principal payments are due annually on July 1 with
final maturities on July 1, 2047.

Special assessment lien bonds:

In January 2012, the Merrill Ranch Community Facilities District No. 1 assessment area four
issued $318,500 of special assessment lien bonds to finance capital improvements within the
District. These bonds will be repaid by the property owners within the District. Interest rate is
7.5%; semi-annual interest payments are due on July 1 and January 1. Principal payments are
due annually on July 1 with final maturities on July 1, 2036.

In July 2013, the Merrill Ranch Community Facilities District No. 1 assessment area six issued
$413,000 of special assessment lien bonds to finance capital improvements within the District.
These bonds will be repaid by the property owners within the District. Interest rate is 7.25%;
semi-annual interest payments are due on July 1 and January 1. Principal payments are due
annually on July 1 with final maturities on July 1, 2038.
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 5 - LONG TERM DEBT - Continued

In October 2014, the Merrill Ranch Community Facilities District No. 1 assessment area seven
issued $728,000 of special assessment bonds to finance capital improvements within the District.
These bonds will be repaid by the property owners within the District. Interest rate is 6.875%;
semi-annual interest payments are due on July 1 and January 1. Principal payments are due
annually on July 1 with final maturities on July 1, 2039.

In December 2024, the Merrill Ranch Community Facilities District No. 1 assessment area
eleven issued $1,075,000 of special assessment lien bonds to finance the acquisition/construction
of new projects in the District. Interest rates are 4.80% to 5.60%; semi-annual interest payments
are due on July 1 and January 1. Principal payments are due annually on July 1 with final
maturities on of July 1, 2049.

Bonds payable at year end consisted of the following outstanding bonds. The bonds are both

callable and noncallable with interest payable semiannually.

Original Outstanding
Amount Principal -  Due Within
Description Issued Interest Rate Maturity End of Year  One Year

General obligation bonds:
CFD No.1 General Obligation Bonds 2017 $ 3,245,000 2.97% 07/15/2029 ' $ 1,530,000 §$ 285,000
Special assessment bonds:
CFD No.1 Special Assessment Bonds 2006 2,464,000 4.30-5.30%  07/01/2030 328,000 49,000
CFD No.1 Special Assessment Bonds 2009 353,500 9.00% 07/01/2034 127,580 8,400
CFD No.1 Special Assessment Bonds 2010 290,500 7.5% 07/01/2035 147,920 9,650
CFD No.1 Special Assessment Bonds 2012 189,000 6.88% 07/01/2037 101,000 5,000
CFD No.1 Special Assessment Bonds 2016 987,000 5.75% 07/01/2040 683,000 27,000
CFD No.1 Special Assessment Bonds 2018 1,477,000 6% 07/01/2042 1,098,000 43,000
CFD No.1 Special Assessment Bonds 2022 721,000 8% 07/01/2047 711,000 13,000
Special assessment lien bonds:
CFD No.1 Special Assessment Lien Bonds 2012 318,500 7.5% 07/01/2036 131,854 8,042
CFD No.1 Special Assessment Lien Bonds 2013 413,000 7.25% 07/01/2038 252,744 11,913
CFD No.1 Special Assessment Lien Bonds 2014 728,000 6.875% 07/01/2039 427,794 17,963
CFD No.1 Special Assessment Lien Bonds 2024 1.075.000 4.80-5.60%  07/01/2049 1,075,000 24.000
Total $12,261,500 $ 6,613,892 $_ 501,968
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Merrill Ranch Community Facilities District No. 1
(A Component Unit of the Town of Florence, Arizona)

Notes to Financial Statements

June 30, 2025

NOTE 5 - LONG TERM DEBT - Continued

The annual debt service requirements to maturity on governmental bonds payable at June 30,

2025, are summarized as follows:

Special Assessment Lien

General Obligation Bonds  Special Assessment Bonds Bonds
Year ending June 30: Principal Interest Principal Interest Principal Interest
2026 § 285000 $ 41,209 § 155050 $ 188,881 $ 61918 § 117,574
2027 295,000 32,596 163,330 180,091 65,625 113,603
2028 310,000 23,612 169,650 170,778 69,516 109,382
2029 315,000 14,330 181,960 160,895 73,615 104,898
2030 325,000 4,826 190,530 150,265 78,940 100,135
Thereafter - - 2,335,980 1.087.980 1,537.778 833.738
Total $_1.530,000 $_ 116,573 $_3.196,500 $_1.938.890 $_1.887.392 $_1.379.330

The following schedule details the District's long-term liability and obligation activity for the

fiscal year ended June 30, 2025:

Balance at Balance at Due Within
July 1, 2024 Additions Reductions  June 30, 2025 One Year
Governmental activities:
General obligation
bonds $ 1,810,000 $ (280,000) $ 1,530,000 $ 285,000
Special assessment
bonds 3,364,170 (167,670) 3,196,500 155,050
Special assessment lien
bonds 852,040 $_ 1.075.000 (39.648) 1.887.392 61918
Total $_ 6,026,210 $_ 1,075,000 $__ (487,318) $_ 6,613,892 $ 501,968

NOTE 6 - SUBSEQUENT EVENTS

The District has evaluated subsequent events through December 18, 2025, the date which
the financial statements were available to be issued.

In July 2025, the Town’s Community Facilities District No. 1 issued $3,945,000 of General
Obligation Bonds, Series 2025, at a $156,428 premium. The bonds bear interest at 5.00%,
payable semiannually on January 15 and July 15, with principal due annually through July
15, 2029. After issuance costs and underwriter’s discount of $44,950, net proceeds of
$4,056,478 were deposited with the trustee to fund public infrastructure improvements

within the District.

18



CONTINUING DISCLOSURE INFORMATION



(This page left intentionally blank)



MERRILL RANCH COMMUNITY FACILITIES DISTRICT NO. 1 (MRCFD NO. 1)

Prior to tax year 2015, secondary taxes were levied against “Net Full Cash Assessed Value,” which is determined by excluding the value of
property exempt from taxation from Full Cash Assessed Value of both locally assessed and centrally valued property and combining the
resulting two amounts. The tables below indicate the Net Assessed Limited Property Value of the Community Facilities District (the
“District”), utilizing the new constitutional and statutory property valuation requirements as of fiscal year 2015/16.

NET DIRECT AND OVERLAPPING GENERAL OBLIGATION BONDED DEBT
Merrill Ranch CFD No. 1
Fiscal Year 2025/2026

Net Outstanding Combined Tax

Assessed GO Bonded Debt Portion Applicable Rate Per $100
Overlapping Jurisdiction Valuation as of 6/30/2025 to the District Assessed

Percent Amount

State of Arizona $92,371,826,506 None 0.06% None $0.0000
Pinal County Y 4,073,510,894 None 1.37% None 3.3630
Pinal County Community College District 4,073,510,894 $47,810,000 1.37% $656,694 1.7611
Pinal County Fire District Assistance Tax 4,073,510,894 None 1.37% None 0.0519
Pinal County Library District 4,073,510,894 None 1.37% None 0.0890
Pinal County Flood Control District 3,594,801,512 None 1.56% None 0.1620
Central Arizona Water Conservation District 4,073,510,894 None 1.37% None 0.1400
Central Arizona Valley Institute of Technology 2,609,073,520 None 2.14% None 0.0500
Florence Unified School District No. 1 822,056,297 33,922,320 6.81% 2,308,858 4.2778
Town of Florence 163,649,307 None 34.19% None 1.0289
MRCFD No. 1 55,951,697 1,530,000 100.00% 1,530,000 2.5500

Total Net Direct and Overlapping General Obligation Bonded Debt and Tax Rate  $4,495,552 $13.4737

1) Includes the “State Equalization Assistance Property Tax”.

Source: The various entities, the District, State and County Abstract of the Assessment Roll presented by the State of Arizona Department
of Revenue, Office of the Treasurer of Pinal County.

REMAINING AUTHORIZATIONS (AS OF JUNE 30, 2025)

General Obligation Bonds

Overlapping Jurisdiction Authorized but Unissued
MRCFD No. 1 $1,294,515,000
Town of Florence 0
Florence Unified School District No. 1 0
Pinal County Community College District 0

Source: The various entities, the District.

ANNUAL INFORMATION FOR CFD NO. 1 AREA 1 (AS OF JUNE 30, 2025)

Principal Amount Outstanding $328,000
Balance in the Reserve Fund $33,028
Reserve Fund Requirement $33,028
Acquisition and Construction Fund SO
Total amount of delinquencies S544
Number of parcels delinquent 11
Amount of penalties and interest applicable to delinquencies None
Identity of each delinquent taxpayer responsible for 5% or more of the assessment No taxpayer responsible for 5% or more
Parcels in process of foreclosure sale None
Landowners with more than 20% ownership of the levy None

Source: The District.
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MERRILL RANCH COMMUNITY FACILITIES DISTRICT NO. 1 (MRCFD NO. 1)

PROPERTY TAX COLLECTIONS
Real & Secured
District Personal Property Cumulative Collections to
Fiscal Year Tax Rate Tax Levy Collected to June 30 of Initial FY June 30, 2025
Amount % of Tax Levy Amount % of Tax Levy
2024/25 2.55 $880,686 $878,763 99.78% $878,763 99.78%
2023/24 1.80 311,427 309,406 99.35% 309,406 99.35%
2022/23 0.70 453,176 449,905 99.28% 449,905 99.28%
2021/22 1.12 440,082 438,974 99.75% 438,974 99.75%
2020/21 1.16 652,756 649,621 99.52% 649,621 99.52%
Source: Office of the Treasurer of Pinal County.
PROPERTY VALUATIONS
Fiscal Year Full Cash Value Net Limited Assessed Value
2025/26 $1,017,693,520 $55,951,697
2024/25 1,172,213,517 48,638,774
2023/24 757,033,554 44,640,227
2022/23 507,898,777 40,588,893
2021/22 480,547,249 37,982,600

Source: Abstract by Tax Authority and Legal Class for the County of Pinal, Pinal County Assessor’s Office.

NET LIMITED ASSESSED VALUE BY PROPERTY CLASSIFICATION

Fiscal Year % of

Class 2025/26 Total
Commercial, Industrial, Utilities & Mines $2,286,944 4.09%
Agricultural and Vacant Land 2,611,192 4.67%
Residential (owner occupied) 37,615,702 67.23%
Residential (lease or rental, other) 13,437,861 24.02%
Totals $55,951,699 100.00%

() Totals may not add up due to rounding.

Source: Abstract by Tax Authority and Legal Class for the County of Pinal, Pinal County Assessor’s Office.
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MERRILL RANCH COMMUNITY FACILITIES DISTRICT NO. 1 (MRCFD NO. 1)

NET LIMITED ASSESSED VALUATION OF MAJOR TAXPAYERS

2025/26 % of

Owner Assessed Value Assessed Value
Pulte Home Corporation S2,034,667 3.64%
Poston Butte Golf Club LLC 763,663 1.36%
Florence Copper Inc. 313,384 0.56%
Anthem at Merrill Ranch Com Assoc Inc. 135,281 0.24%
Grandis Land Holding LLC 105,833 0.19%
El Dorado Merrill Ranch LLC 81,831 0.15%
Schnabel Rodney & Wendy Fam Trust 63,812 0.11%
Sullivan Amanda & Michael J. 57,513 0.10%
S Street LLC 56,025 0.10%
Seela Jeffrey L. & Socorro C. 54,613 0.10%

Totals $3,666,621 6.55%

(1 Based on fiscal year 2025/26 Pinal County total assessed value of $55,951,697.

Source: Pinal County Assessor’s Office.

COMPARATIVE NET LIMITED ASSESSED PROPERTY VALUES

Fiscal Year MRCFD No. 1 Town of Florence Pinal County & State of Arizona
2025/26 $55,951,697 $163,649,307 $4,073,510,894 $92,371,826,506

(M |ncludes the “State Equalization Assistance Property Tax”.

Source: The various entities, State and County Abstract of the Assessment Roll presented by State of Arizona Department of Revenue,
Office of the Treasurer of Pinal County.

OTHER DEBT OF THE DISTRICT (AS OF JUNE 30, 2025)

Original Dated Final Maturity Amount
Amount Date Date (July 1) Outstanding
Special Assessment Lien Bonds (Assessment Area 1) $2,464,000 6/28/2006 2030 $328,000
Special Assessment Lien Bonds (Assessment Area 2) 353,500 9/16/2009 2034 127,580
Special Assessment Lien Bonds (Assessment Area 3) 290,500 10/4/2010 2035 147,920
Special Assessment Lien Installment Purchase
Agreement (Assessment Area 4) 318,500 1/25/2012 2036 131,358
Special Assessment Lien Bonds (Assessment Area 5) 189,000 7/18/2012 2037 101,000
Special Assessment Lien Installment Purchase
Agreement (Assessment Area 6) 413,000 6/17/2013 2038 253,591
Special Assessment Lien Installment Purchase
Agreement (Assessment Area 7) 728,000 10/2/2014 2039 423,411
Special Assessment Lien Bonds (Assessment Area 8) 987,000 7/7/2016 2040 683,000
Special Assessment Lien Bonds (Assessment Area 9) 1,477,000 4/19/2018 2042 1,098,000
Special Assessment Lien Bonds (Assessment Area 10) 721,000 12/20/2022 2047 711,000
Special Assessment Lien Bonds (Assessment Area 11) 1,075,000 12/5/2024 2049 1,075,000

Source: The District.
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Presentation Overview

Audit Results Summary

Financial Statement Audit
Report to the Board of Directors

The information contained in this presentation is solely for the use of management and the town council. 2




Audit Results Summary
- Financial Statement Audit

» Unmodified opinion

" Financial statements are presented fairly in all material aspects and
in accordance with Generally Accepted Accounting Principles
(GAAP)

» No deficiencies (material weaknesses or significant deficiencies) on
internal controls over financial reporting reported

The information contained in this presentation is solely for the use of management and the town council. 3




Audit Results Summary
- Report to the Board of Directors of the Districts

* No difficulties encountered in performing the audit

* No disagreements with management

The information contained in this presentation is solely for the use of management and the town council. 4




QUESTIONS?

Ben Hur, CPA
Partner
bhur@f-cpc.com
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