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Certified Public Accountants -

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and
Members of the City Council
City of Dalworthington Gardens, Texas:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City of Dalworthington Gardens, Texas (the “City”), as of and for the year ended September 30,
2014, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

1095 Evergreen Circle | Suite 200 | The Woodlands, TX 77380 | Tel: 281.907.8788 | Fax: 888.875.0587 | www.BrooksCardiel.com



presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City as of September 30,
2014 and the respective changes in financial position and, where applicable, cash flows thereof
for the period then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Dalworthington Gardens, Texas’s basic financial statements.
The combining and individual fund financial statements are presented for purposes of
additional analysis and are not a required part of the basic financial statements.
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The combining and fund financial statements are the responsibility of management and were
derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the financial statements as a whole.

gga//s 6/%44 é(/ ?// C

BrooksCardiel, PLLC
Certified Public Accountants
The Woodlands, Texas
March 20, 2015
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City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
September 30, 2014 '

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 City of Dalworthington Gardens, Texas’s (the “City”)
financial activities for the year ending September 30, 2014. The analysis is based on currently known
facts, decisions, or economic conditions. It presents short and long-term analysis of the City’s activities,
compares current-year results with those of the prior year, and discusses the positive and negative
aspects of that comparison. GASB Statement No. 34 establishes the content of the minimum
requirements for the MD&A. Please read the MD&A in conjunction with the City’s financial
statements, which follow this section.

The annual financial report is presented as compliant with the financial reporting model in effect
pursuant to GASB Statement No. 34. This financial reporting model requires governments to present
certain basic financial statements as well as an MD&A and certain other Required Supplementary
Information (RSI). The basic financial statements include (1) government-wide financial statements, (2)
individual fund financial statements, and (3) notes to the financial statements.

Financial Highlights

e The City's total combined net position was $5,262,827 at September 30, 2014. Of this, $1,337,894
(unrestricted net position) may be used to meet the City’s ongoing obligations to its citizens and
creditors.

e At the close of the current fiscal year, the City’s governmental funds reported combined fund
balances of $3,731,568, an increase of $1,142,548.

e As of the end of the year, the unassigned fund balance of the general fund was $964,207 or 28%
of total general fund expenditures.

e The City had an overall decrease in net position of $284,615, which is due to an overall
reduction of revenues as well as an increase in overall expenses.

Government-Wide Statements

The government-wide statements report information for the City as a whole. These statements include
transactions and balances relating to all assets, including infrastructure capital assets. These statements
are designed to provide information about cost of services, operating results, and financial position of
the City as an economic entity. The Statement of Net Position and the Statement of Activities, which
appear first in the City’s financial statements, report information on the City’s activities that enable the
reader to understand the financial condition of the City. These statements are prepared using the
accrual basis of accounting, which is similar to the accounting used by most private-sector companies.

All of the current year’s revenues and expenses are taken into account even if cash has not yet changed
hands.



City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2014

The Statement of Net Position presents information on all of the City’s assets and liabilities. The
difference between the two is reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating. Other non-financial factors, such as the City’s property tax base and the condition of the
City’s infrastructure, need to be considered in order to assess the overall health of the City.

The Statement of Activities presents information showing how the City’s net position changed during
the most recent year. All changes in the net position is reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows — the accrual method rather
than modified accrual that is used in the fund level statements.

The Statement of Net Position and the Statement of Activities divide the City into two classes of
activities:

1. Governmental Activities - Most of the City’s basic services are reported here, including
general government, public safety, and public works. Sales tax, property tax, franchise
taxes, municipal court fines and permit fees finance most of these activities.

2. Business-Type Activities - Services involving a fee for those services. These services, the
City’s water distribution, wastewater collection/treatment and sanitation services are
reported here.

FUND FINANCIAL STATEMENTS

Funds may be considered as operating companies of the parent corporation, which is the City. They
are usually segregated for specific activities or objectives. The City uses fund accounting to ensure and
demonstrate compliance with finance-related legal reporting requirements. The City has two
categories of funds; governmental, and proprietary.

Governmental Funds

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

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
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City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2014

revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The City maintains nine individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the general, debt service, capital projects and parks and recreation
facility development funds which are considered to be major funds.

The City adopts an annual appropriated budget for its general fund and debt service fund. A
budgetary comparison schedule has been provided to demonstrate compliance with the budgets.

Proprietary Funds

The City maintains one type of proprietary fund. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City
uses enterprise funds to account for its water distribution, wastewater collection/treatment, water
construction operations and sanitation services. The proprietary fund financial statements provide
separate information for the water distribution, wastewater collection/treatment fund, and sanitation
funds. The basic proprietary fund financial statements can be found in the basic financial statements of
this report.

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 government-wide and fund financial statements. The notes
are the last section of the basic financial statements.

Other Information

In addition to the basic financial statements, MD&A, and accompanying notes, this report also presents
certain Required Supplementary Information (RSI). The RSI that GASB Statement No. 34 requires
includes a budgetary comparison schedule for the general fund and schedule of funding progress for
Texas Municipal Retirement System. RSI can be found after the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted previously, net position may serve over time as a useful indicator of the City’s financial
position. For the City, assets exceed liabilities by $5,262,827 as of September 30, 2014, in the primary
government.

The largest portion of the City’s net position, net position invested in capital assets, was $3,198,454.
This amount reflects the City’s investments in capital assets (e.g., land, city hall, streets, and drainage
systems, as well as the public works facilities), less any debt used to acquire those assets that are still

9



City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2014

outstanding. The City uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the City’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the assets themselves cannot be used to liquidate these liabilities.

Statement of Net Position:

The following table reflects the condensed Statement of Net Position:

2014 2013
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total
Current and
other assets $ 3,939,060 $ 470,000 $ 4,409060 $ 2901566 $ 543,406 $ 3,444,972
Capital assets, net 2,006,885 1,632,261 3,639,146 2,265,882 1,728,648 3,994,530
Total Assets 5,945,945 2,102,261 8,048,206 5,167,448 2,272,054 7,439,502
Other liabilities 311,347 172,265 483,612 267,115 173,758 440,873
Long-term liabilities 2,286,895 14,872 2,301,767 1,433,703 17,484 1,451,187
Total Liabilities 2,598,242 187,137 2,785,379 1,700,818 191,242 1,892,060
Net Position:
Net investment in
capital assets 1,566,193 1,632,261 3,198,454 1,035,882 1,728,648 2,764,530
Restricted 726,479 - 726,479 621,720 - 621,720
Unrestricted 1,055,031 282,863 1,337,894 1,809,028 352,164 2,161,192

Total NetPosition $ 3,347,703 $ 1915124 $ 5262827 $ 3,466,630 $ 2,080812 $ 5547442

10
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City of Dalworthington Gardens, Texas
MANAGEMENT'’S DISCUSSION AND ANALYSIS, Continued

September 30, 2014

Statement of Activities:

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

For the Year Ended September 30, 2014

For the Year Ended September 30, 2013

Total R Total
Governmental  Business-Type Primary Governmental  Business-Type Primary
Activities Activities Government Activities Activities Government
Revenues

Program revenues:
Charges for services $ 844915 $ 1381330 $ 2,226,245 $ 1,060,781 $ 1,251,831 $ 2312,612

General revenues:
Property tax 842,617 - 842,617 858,985 - 858,985
Sales tax 726,602 - 726,602 614,248 - 614,248
Franchise and local taxes 401,536 - 401,536 372,173 - 372,173
Oil and gas mineral rights 227,154 - 227,154 348,765 - 348,765
Interest income 135 132 267 333 335 668
Other revenues 86,992 - 86,992 58,694 - 58,694
Total Revenues 3,129,951 1,381,462 4,511,413 3,313,979 1,252,166 4,566,145

Expenses
General government 822,839 - 822,839 1,019,888 - 1,019,888
Public safety 1,820,838 - 1,820,838 1,735,647 - 1,735,647
Public works 482,299 - 482,299 409,102 - 409,102
Interest and fiscal charges 164,227 - 164,227 49,893 - 49,893
Water, sewer, & sanitation - 1,505,826 1,505,826 - 1,303,696 1,303,696
Total Expenses 3,290,202 1,505,826 4,796,028 3,214,530 1,303,696 4,518,226
Change in Net Position

Before Transfers (160,251) (124,364) (284,615) 99,449 (51,530) 47,919
Transfers 41,324 (41,324) - 43,444 (43,444) -
Total 41,324 (41,324) - 43,444 (43,444) -
Change in Net Position (118,927) (165,688) (284,615) 142,893 (94,974) 47919
Beginning Net Position 3,466,630 2,080,812 5,547,442 3,323,737 2,175,786 5,499,523
Ending Net Position $ 3,347,703 $ 1915124 $ 5262,827 §$ 3,466,630 $ 2,080,812 $ 5,547,442
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City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2014

Graphic presentations of selected data from the summary tables are displayed below to assist in the
analysis of the City’s activities.

Governmental Activities - Revenues
Property tax

27%

Charges for
services
27%

Sales tax
23%
Other revenues
3%

Franchise and local taxes Oil & gas
13% 7%

For the year ended September 30, 2014, revenues from governmental activities totaled $3,129,951.
Property tax, charges for services, and sales tax are the City’s largest revenue sources. Overall revenue
decreased by $184,028 or 4%. Charges for services decreased $215,866 or 10% due to a reduction in
municipal court fee revenue. Sales tax increased $112,354 or 15% due the reopening of previously
closed establishments, increasing the City’s taxable sales revenue. Oil and gas revenues decreased by
$121,611 or 54% as existing wells slowed production.

This graph shows the governmental function expenses of the City:

Governmental Activities - Expenses

Public safety
55%

Public works
15%

General Interest and fiscal
government charges
25% 5%

For the year ended September 30, 2014, expenses for governmental activities totaled $3,290,202. This
represents an increase of $75,672 or 2% from the prior year. The City’s largest functional expense is
public safety amounting to $1,820,838, 55% of total expenses. This is an increase of $85,191 or 5%
compared to 2013. General government expenditures decreased by $197,049 or 24%, primarily due to a
decrease in repair and maintenance costs. Interest and fiscal charges increased by $114,334 or 70% due
to the early retirement of the Series 2004 Certificate of Obligation as well as the issuance costs

12
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City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2014

associated with the issuance of the Series 2014 Certificate of Obligation. All other expenditures were
relatively consistent.

Business-type activities are shown comparing operating costs to revenues generated by related
services.

Business-Type Activities - Revenues & Expenses

1,600,000
1,400,000
1,200,000
1,000,000
800,000
600,000
400,000
200,000

W Expenses

m Charges for Services

For the year ended September 30, 2014, charges for services by business-type activities totaled
$1,381,330. This is an increase of $129,499, or 10%, from the previous year. This increase directly relates
to an increase in water usage, primarily due to bulk water sold to XTO for fracking purposes.

Total expenses increased $202,130 or 16% due primarily to the additional maintenance and water
distribution costs associated with the increase in water sales. All other expenses remained relatively
consistent.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

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

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

As of the end of the year the general fund reflected a total fund balance of $1,173,724. Of this, $209,017
is committed for capital improvements. Unassigned fund balance totaled $964,207 as of yearend.

13



City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2014

There was an increase in governmental fund balance of $1,142,548 over the prior year. The increase was
related to actual revenues exceeding budgeted revenues, creating an overall surplus.

Proprietary Funds - The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

GENERAL FUND BUDGETARY HIGHLIGHTS

There was a total negative budget variance of $776,823 in the general and debt service funds. This is
mainly due to the unbudgeted early retirement of the Series 2004 Certificate of Obligation. Overall
revenues were $112,715 more than budgeted and overall expenses were $303,198 over budget.

CAPITAL ASSETS

As of the end of the year, the City’s governmental activities funds had invested $2,006,885 in a variety
of capital assets and infrastructure, net of accumulated depreciation. Depreciation is included with the
governmental capital assets as required by GASB Statement No. 34. The City’s business-type activities
funds had invested $1,632,261 in a variety of capital assets and infrastructure, net of accumulated
depreciation.

Major capital asset events during the current year include the following additions:

e Sewer line with manholes on FM 303 for $39,836

¢ Chain link fence for $8,141
More detailed information about the City’s capital assets is presented in note IV. C to the financial
statements. »

LONG-TERM DEBT

At the end of the current year, the City had total bonds outstanding of $2,195,692. During the year, the
City paid off the remainder of the Series 2004 Certificate of Obligation in the amount of $835,000, paid
$35,000 in principal for the Series 2006 General Obligation, as well as issued a new Certificate of
Obligation in the amount of $1,755,000. More detailed information about the City’s long-term liabilities
is presented in note IV. D to the financial statements.

14
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City of Dalworthington Gardens, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2014

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Mayor and City Council are committed to maintaining and improving the overall wellbeing of the
City of Dalworthington Gardens, Texas and improving services provided to their public citizens. The
City is budgeting for capital additions and improvements in the upcoming year.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the City’s finances for all those with
an interest in the City’s finances. Questions concerning this report or requests for additional financial
information should be directed to the City Secretary, 2600 Roosevelt Drive, Dalworthington Gardens,
Texas 76016.
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City of Dalworthington Gardens, Texas

STATEMENT OF NET POSITION
September 30, 2014
Primary Government
Governmental  Business-Type
Activities Activities Total
Assets
Current assets:
Cash and cash equivalents $ 3,758,999 $ 290,640 $ 4,049,639
Receivables, net 179,561 179,360 358,921
Prepaids 500 - 500
Total Current Assets 3,939,060 470,000 4,409,060
Capital assets:
Non-depreciable 291,438 109,201 400,639
Net depreciable capital assets 1,715,447 1,523,060 3,238,507
2,006,885 1,632,261 3,639,146
Total Assets 5,945,945 2,102,261 8,048,206
Liabilities
Current liabilities:
Accounts payable and
accrued liabilities 158,333 101,875 260,208
Accrued interest payable 24,566 - 24,566
Customer deposits - 66,311 66,311
Long-term debt due within one year 128,448 4,079 132,527
Total Current Liabilities 311,347 172,265 483,612
Noncurrent liabilities:
Due in more than one year 2,121,075 453 2,121,528
Net pension obligation 165,820 14,419 180,239
2,286,895 14,872 2,301,767
Total Liabilities 2,598,242 187,137 2,785,379
Net Position
Net investment in
capital assets 1,566,193 1,632,261 3,198,454
Restricted 726,479 - 726,479
Unrestricted 1,055,031 282,863 1,337,894

Total Net Position $ 3,347,703 $ 1,915,124 $ 5,262,827

See Notes to Financial Statements.
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City of Dalworthington Gardens, Texas

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2014

Program Revenues
Charges for
Functions/Programs Expenses Services
Primary Government
Governmental Activities
“General government $ 822,839 § 69,747
Public safety 1,820,838 775,168
Public works 482,299 -
Interest and fiscal charges 164,227 -
Total Governmental Activities 3,290,202 844,915
Business-Type Activities
Water, Sewer, & Sanitation 1,505,826 1,381,330
Total Business-Type Activities 1,505,826 1,381,330
Total Primary Government $ 4,796,028 §$ 2,226,245
General Revenues:
Taxes
Property tax
Sales tax
Franchise and local taxes
Oil and gas mineral rights
Interest income
Other revenues
Gain on sale of capital assets
Transfers:
Total General Revenues and Transfers
Change in Net Position
Beginning Net Position
Ending Net Position
See Notes to Financial Statements.
20
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City of Dalworthington Gardens, Texas

Assets
Cash and cash equivalents
Receivables, net
Prepaids
Total Assets

Liabilities
Accounts payable and
accrued liabilities
Total Liabilities

Deferred Inflows of Resources
Unavailable revenue -

property taxes

Fund Balances
Nonspendable:
Prepaid items
Restricted for:
Parks and recreation
Special revenue
Capital improvements
Debt service fund
Unassigned reported in:
General fund
Total Fund Balances

Total Liabilities, Deferred
Inflows of Resources, and Fund

See Notes to Financial Statements.

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2014
Parks and
Recreation Facility Capital Debt
General Development Projects Service
$ 1,246,084 $ 363,640 1,757,246 % 74,120
110,541 30,395 - 9,757
500 - - -
$ 1,357,125 $ 394,035 1,757,246 % 83,877
$ 144,000 $ 8,580 - % -
144,000 8,580 - -
39,401 - - 9,758
500 - - -
- 385,455 - -
209,017 - 1,757,246 -
- - - 74,119
964,207 - - -
1,173,724 385,455 1,757,246 74,119
$ 1,357,125 $ 394,035 1,757,246  $ 83,877
22
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Nonmajor Total
Governmental Governmental
Funds Funds
$ 317909 % 3,758,999
28,868 179,561
- 500
$ 346,777 $ 3,939,060
$ 5753 % 158,333
5,753 158,333
- 49,159
- 500
- 385,455
341,024 341,024
- 1,966,263
- 74,119
- 964,207
341,024 3,731,568
$ 346,777 $ 3,939,060
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City of Dalworthington Gardens, Texas

RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET POSITION
GOVERNMENTAL FUNDS
September 30, 2014

Fund Balances - Total Governmental Funds $ 3,731,568

Adjustments for the Statement of Net Position:
Capital assets used in governmental activities are not current financial
resources and, therefore, not reported in the governmental funds.
Capital assets - non-depreciable 291,438
Capital assets - net depreciable 1,715,447

Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the governmental funds. 49,159

Some liabilities, including bonds payable and deferred charges, are not reported as
liabilities in the governmental funds.

Accrued interest (24,566)
Non-current liabilities due in one year (128,448)
Non-current liabilities due in more than one year (2,121,075)
Net pension obligation (165,820)
Net Position of Governmental Activities $ 3,347,703

See Notes to Financial Statements.
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City of Dalworthington Gardens, Texas

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For the Year Ended September 30, 2014

Parks and
Recreation Facility Capital Debt
General Development Projects Service
Revenues
Property tax $ 678172 % - % - 3 160,717
Sales tax 367,589 183,778 - -
Franchise and local taxes 401,536 - - -
License and permits 69,747 - - -
Fines and forfeitures 734,342 - - -
- Oil and gas mineral rights 227,154 - - -
Interest income - 130 - 5
Other revenues 63,429 - 9,629 -
Total Revenues 2,541,969 183,908 9,629 160,722
Expenditures
Current:
General government 735,396 13,647 - -
Public safety 1,503,107 - - -
Public works 359,286 - - -
Capital outlay 12,740 18,188 2,383 -
Debt Service:
Principal 780,000 - - 90,000
Interest and fiscal charges - - - 53,969
Bond issuance costs - - 85,692 -
Total Expenditures 3,390,529 31,835 88,075 143,969
Excess of Revenues
Over (Under) Expenditures (848,560) 152,073 (78,446) 16,753
Other Financing Sources (Uses)
Transfers in 41,324 - - -
Sales of general capital assets 13,660 - - -
Proceeds from bond issuance - - 1,755,000 -
Premium on bond issued - - 80,692 -
Total Other Financing (Sources) 54,984 - 1,835,692 -
Net Change in Fund Balances (793,576) 152,073 1,757,246 16,753
Beginning fund balances 1,967,300 233,382 - 57,366
Ending Fund Balances $ 1,173,724 $ 385455 % 1,757,246 % 74,119

See Notes to Financial Statements.
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Nonmajor Total
Governmental Governmental
Funds Funds
$ - % 838,889
175,235 726,602

- 401,536

- 69,747
40,826 775,168
- 227,154

- 135

274 73,332
216,335 3,112,563
- 749,043
203,760 1,706,867
- 359,286

2,523 35,834

- 870,000

- 53,969

- 85,692
206,283 3,860,691
10,052 (748,128)
- 41,324

- 13,660

- 1,755,000

- 80,692

- 1,890,676
10,052 1,142,548
330,972 2,589,020

$ 341,024

$ 3,731,568

27
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City of Dalworthington Gardens, Texas

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2014

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

Net changes in fund balances - total governmental funds $ 1,142,548

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense.
Capital outlay 8,141
Depreciation expense (267,138)

Revenues in the statement of activities that do not provide current finandial resources
are not reported as revenues in the funds. 3,728

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in governmental
funds.
Compensated absences 928
Accrued interest (24,566)

The issuance of long-term debt (e.g., bonds, leases, certificates of obligation) provides
current financial resources to governmental funds, while the repayment of the

principal of long-term debt consumes the current financial resources of governmental
funds. Neither transaction, however, has any effect on net position. Also,
governmental funds report the effect of premiums, discounts, and similar items when
they are first issued; whereas, these amounts are deferred and amortized in the
statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.

Issuance of bond (1,755,000)
Issuance of bond premium (80,692)
Principal payments 870,000

Increase in net penson obligation (16,876)

Change in Net Position of Governmental Activities $ (118,927)

See Notes to Financial Statements.
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City of Dalworthington Gardens, Texas

STATEMENT OF NET POSITION
PROPRIETARY FUND

Assets

Current Assets
Cash and cash equivalents
Receivables, net

Noncurrent Assets
Capital assets:
Non-depreciable
Net depreciable capital assets

Liabilities

Current Liabilities
Accounts payable and accrued liabilities
Customer deposits
Long-term debt due within one year

Noncurrent Liabilities
Due in more than one year
Net pension obligation

Net Position

Net investment in capital assets
Unrestricted

See Notes to Financial Statements.

September 30, 2014

Total Current Assets

Total Noncurrent Assets
Total Assets

Total Current Liabilities

Total Liabilities

Total Net Position

30

Water, Sewer

& Sanitation

$ 290,640

179,360

470,000

109,201
1,523,060

1,632,261

2,102,261

101,875
66,311
4,079
172,265

453
14,419

187,137

1,632,261
282,863

$ 1,915,124
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City of Dalworthington Gardens, Texas

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
PROPRIETARY FUND
For the Year Ended September 30, 2014

Water, Sewer
& Sanitation
Operating Revenues

Water sales $ 882,666
Sewer revenue 339,741
Refuse collection 117,638
Other revenue 41,285
Total Operating Revenues 1,381,330
Operating Expenses

Cost of water 616,914
Personnel 213,432
Material and suplies 190,451
Contracted services 348,806
Depreciation 136,223
Total Operating Expenses 1,505,826

Operating Income (Loss) (124,496)

Nonoperating Revenues (Expenses)

Investment income 132
Total Nonoperating Revenues (Expenses) 132
Income (Loss) Before Transfers (124,364)
Transfers (out) (41,324)
Change in Net Position (165,688)
Beginning net position 2,080,812

Ending Net Position $ 1,915,124

See Notes to Financial Statements.
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City of Dalworthington Gardens, Texas

STATEMENT OF CASH FLOWS
PROPRIETARY FUND (Page 1 of 2)
For the Year Ended September 30, 2014

Cash Flows from Operating Activities

Receipts from customers
Payments to suppliers and contractors
Payments to employees
Net Cash Provided (Used) by Operating Activities

Cash Flows from Noncapital Financing Activities

Transfer (out)
Net Cash Provided (Used) by Noncapital Financing Activities

Cash Flows (Used) Provided by Capital and Related Financing Activities
Capital purchases

Increase in net pension obligation
Net Cash (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activities

Interest on investments
Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Beginning cash and cash equivalents
Ending Cash and Cash Equivalents

See Notes to Financial Statements.
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Water, Sewer

& Sanitation

$ 1,374,707
(1,161,465)
(213,432)

(190)

(41,324)

(41,324)

(39,836)
1,467

(38,369)

132
132

(79,751)
370,391

$ 290,640
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City of Dalworthington Gardens, Texas

STATEMENT OF CASH FLOWS
PROPRIETARY FUND (Page 2 of 2)
For the Year Ended September 30, 2014

Water, Sewer

& Sanitation
Reconciliation of Operating Income (L oss)
to Net Cash (Used) by Operating Activities
Operating Income (Loss) $ (124,496)
Adjustments to reconcile operating
loss to net cash used:
Depreciation 136,223
Changes in Operating Assets and Liabilities:
(Increase) Decrease in:
Accounts receivable (6,345)
Customer deposits (278)
Increase (Decrease) in:
Accounts payable and accrued liabilities (5.294)
Compensated absences -
Net Cash Provided (Used) by Operating Activities $ (190)

See Notes to Financial Statements.
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS
September 30, 2014

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The City of Dalworthington Gardens, Texas, Texas (the “City”) was incorporated on July 19,
1949 under Title 28, Revised Civil Statutes of Texas, 1928, Chapters 1-10, as amended,
relating to cities and towns. The City operates under an aldermanic form of government and
provides the following services as authorized by the general laws of the State of Texas as
duly incorporated general law City and subsequent City ordinances; public safety (police
and fire), highway and streets, sanitation, water and sewer, public improvements, planning
and zoning, and general administrative services.

The City is an independent political subdivision of the State of Texas governed by an elected
council and a mayor and is considered a primary government. The accompanying financial
statements present the government and its component units, entities for which the
government is considered to be financially accountable. Blended component units are, in
substance, part of the primary government's operations, even though they are legally
separate entities. Thus, blended component units are appropriately presented as funds of
the primary government.

Blended component units. The City’s Parks and Recreation Facility Development
Corporation is governed by the City Council. Although it is legally separate from the City,
the Parks and Recreation Facility Development Corporation is reported as a special revenue
fund as if it were part of the primary government because its purpose is to promote
economic development and operate, maintain, and finance the costs of the City’s parks and
recreation facilities using taxes collected under Section 4B of the Development Corporation
Act of 1979.

The Dalworthington Gardens Crime Control District is a special purpose district that
collects sales tax within its boundaries for the purpose of controlling and preventing crime.
The District’s board consists of the City Council and is reported as a special revenue fund as
if it were part of the primary government.

B. Financial Statement Presentation
These financial statements include implementation of Governmental Accounting Standards
Board (GASB) Statement No. 34, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments. Requirements of the statement include the

following:

* A Management’s Discussion and Analysis (MD&A) section providing an analysis of the
City’s overall financial position and results of operations;
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

* Financial statements prepared using full accrual accounting for all of the City’s activities;

* A change in the fund financial statements to focus on the major funds.

GASB Statement No. 34 established standards for external financial reporting for all state and
local governmental entities, which includes a statement of net position and a statement of
activities. It requires the classification of net position into three components: net investment
in capital assets; restricted; and unrestricted. These classifications are defined as follows:

¢ Net investment in capital assets—This component of net position consists of capital
assets, including restricted capital assets, net of accumulated depreciation and reduced
by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

¢ Restricted —This component of net position consists of constraints placed on net position
use through external constraints imposed by creditors (such as through debt covenants),
grantors, contributors, laws or regulation of other governments or constraints imposed
by law through constitutional provisions or enabling legislation.

¢ Unrestricted —This component of net position consists of net position that do not meet
the definition of “restricted” or “net investment in capital assets.”

C. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of changes in net position) report information about the City as a whole. These
statements include all activities of the primary government and its component units. For the
most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support.

The statement of activities presents a comparison between direct expenses and program
revenues for each segment of the business-type activities of the City and for each function of
the City’s governmental activities. Direct expenses are those that are specifically associated
with a program or function and, therefore, are clearly identifiable to a particular function.
Program revenues include charges paid by the recipients of goods or services offered by the
programs and grants that are restricted to meeting the operational or capital requirements of
a particular program. Revenues that are not classified as program revenues, such as taxes
and investment earnings, are presented as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds and major individual enterprise funds are reported as
separate columns in the fund financial statements. In the fund financial statements, the
accounts of the City are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate

36
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures or expenses, as appropriate. The government reports the following major
governmental funds:

Governmental Funds

Governmental funds are those funds through which most governmental functions are
typically financed.

General Fund

The general fund is used to account for all financial transactions not properly includable
in other funds. The principal sources of revenues include local property taxes, sales and
franchise taxes, licenses and permits, fines and forfeitures, and charges for services.
Expenditures include general government and public safety.

Parks and Recreation Facilities and Economic Development Corporation

The Parks and Recreation Facilities and Economic Development Corporation was
incorporated on June 15, 1992 under the Development Corporation Act of 1979, Article
5190.6, Section 4B. It is funded by .5% sales tax and the funds are restricted for use in the
promotion of economic development and maintenance and improvement of the parks
and recreation facilities.

Debt Service Fund

The debt service fund is used to account for the payment of interest and principal on all
general obligation bonds and other long-term debt of governmental funds. The primary
source of revenue for debt service is local property taxes.

Proprietary Fund Types

Proprietary funds are used to account for activities that are similar to those often found in
the private sector. All assets, liabilities, equities, revenues, expenses, and transfers relating
to the government’s business activities are accounted for through proprietary funds. The
measurement focus is on determination of net income, financial position, and cash flows.
Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues include charges for services. Operating expenses include costs of
materials, contracts, personnel, and depreciation. All revenues and expenses not meeting
this definition are reported as non-operating revenues and expenses. Proprietary fund
types follow GAAP prescribed by the Governmental Accounting Standards Board (GASB)
and all financial Accounting Standards Board’s standards issued prior to November 30,
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

1989. Subsequent to this date, the City accounts for its enterprise funds as presented by
GASB. The proprietary fund types used by the City include enterprise funds.

The government reports the following major enterprise fund:
Water, Sewer, & Sanitation Fund

This fund is used to account for the provision of water, sewer & garbage services to the
residents of the City. Activities of the fund include administration, operations and
maintenance of the water production and distribution system, water collection and
treatment systems, and contract garbage services. The fund also accounts for the
accumulation of resources for and the payment of long-term debt. All costs are financed
through charges to utility customers.

D. Measurement Focus and Basis of Accounting

The government-wide statements of net position and statements of activities and all
proprietary funds are accounted for on a flow of economic resources measurement focus,
accrual basis of accounting. With this measurement focus, all assets and all liabilities
associated with the operations of these activities are included on the balance sheet.
Proprietary fund equity consists of net position. Proprietary fund-type operating statements
present increases (i.e., revenues) and decreases (i.e., expenses) in net total assets.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds and component units are accounted for using a
current financial resources measurement focus. With this measurement focus, only current
assets and current liabilities generally are included on the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other financing resources) and
decreases (i.e., expenditures and other financing uses) in net current assets.

The City utilizes the modified accrual basis of accounting in the governmental fund type and
component units. Under the modified accrual basis of accounting, revenues are recognized
in the accounting period when they are susceptible to accrual (i.e., when they are measurable
and available). Measurable means the amount of the transaction can be determined and
available means collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the City considers revenues available if
they are collected within 60 days of the end of the current period. Revenues susceptible to
accrual include charges for services and interest on temporary investments.

Property taxes, sales taxes, franchise taxes, and interest associated with the current period
are all considered to be susceptible to accrual and so have been recognized as revenues of the
current period. Other receipts and other taxes become measurable and available when cash
is received by the government and are recognized as revenue at that time.
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

Under modified accrual accounting, expenditures are recognized in the accounting period in
which the liability is incurred, if measurable, except for interest on general long-term debt,
which is recognized when due.

The accrual basis of accounting is used for the proprietary fund types. This basis of
accounting recognizes revenues in the accounting period in which they are earned and
become measurable, and expenses in the accounting period in which they are incurred and
become measurable.

The statements of net position, statements of activities, and financial statements of
proprietary fund types are presented on the accrual basis of accounting. Under this method
of accounting, revenues are recognized in the accounting period in which they are earned,
and expenses in the accounting period in which they are incurred.

Generally, the effect of interfund activity has been eliminated from the government-wide
financial statements.

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund

Balance
1. Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits
and short term investments with original maturities of three months or less from the date of
acquisition. For the purpose of the statement of cash flows, the proprietary fund types
consider temporary investments with maturity of three months or less when purchased to
be cash equivalents.

In accordance with GASB Statement No. 31, Accounting and Reporting for Certain Investments
and External Investment Pools, the City reports all investments at fair value, except for
“money market investments” and “2a7-like pools.” Money market investments, which are
short-term highly liquid debt instruments that may include U.S. Treasury and agency
obligations, are reported at amortized costs. Investment positions in external investment
pools that are operated in a manner consistent with the SEC’s Rule 2a7 of the Investment
Company Act of 1940, such as TexSTAR, are reported using the pools’ share price.

The City has adopted a written investment policy regarding the investment of its funds as
defined in the Public Funds Investment Act, Chapter 2256, of the Texas Governmental Code.
In summary, the City is authorized to invest in the following;:

Direct obligations of the U.S. Government

Fully collateralized certificates of deposit and money market accounts
Statewide investment pools
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

2. Receivables and Interfund Transactions

Transactions between funds that are representative of lending/borrowing arrangements
outstanding at the end of the year are referred to as either “interfund receivables/payables”
(i.e., the current portion of interfund loans) or “advances to/from other funds” (i.e., the non-
current portion of interfund loans). All other outstanding balances between funds are
reported as “due to/from other funds” in the fund financial statements. If the transactions
are between the primary government and its component unit, these receivables and
payables are classified as “due to/from component unit/primary government.” Any residual
balances outstanding between the governmental activities and business-type activities are
reported in the government-wide financial statements as “internal balances.”

Advances between funds are offset by a fund balance reserve account in the applicable
governmental fund to indicate they are not available for appropriation and are not
expendable available financial resources.

All trade receivables are shown net of any allowance for uncollectible amounts.
3. Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1
for all real and business personal property in conformity with Subtitle E, Texas Property Tax
Code. Taxes are due on receipt of the tax bill and are delinquent if not paid before February
1 of the year following the year in which imposed. Penalties are calculated after February 1
up to the date collected by the City. Under state law, property taxes levied on real property
constitute a lien on the real property which cannot be forgiven without specific approval of
the State Legislature. The lien expires at the end of twenty years. Taxes levied on personal
property can be deemed uncollectible by the City.

4. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items) are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements. Capital
assets are defined by the government, as assets with an initial individual cost of more than
$5,000 and an estimated useful life in excess of one year. Such assets are recorded at

historical cost or estimated historical cost if purchased or constructed. Donated capital

assets are recorded at estimated fair market value at the date of donation. Major outlays for
capital assets and improvements are capitalized as projects are constructed.

Interest costs incurred in connection with construction of enterprise fund capital assets are
capitalized when the effects of capitalization materially impact the financial statements.
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets’ lives are not capitalized.

Property, plant, and equipment of the primary government, as well as the component units,
are depreciated using the straight-line method over the following estimated useful years.

Estimated
Asset Description Useful Life
Vehicles 5 years
Furniture and equipment 5 to 10 years
Infrastructure 40 years
Water and sewer system 40 years
Buildings and improvements 40 years

5. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/ expenditure)
until then. An example is a deferred charge on refunding reported in the government-wide
statement of net position. A deferred charge on refunding results from the difference in the
carrying value of refunded debt and its reacquisition price. This amount is deferred and
amortized over the shorter of the life of the refunded or refunding debt.

In addition to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. The government has only one type of item, which arises only under a modified accrual
basis of accounting that qualifies for reporting in this category. Accordingly, the item,
unavailable revenue, is reported only in the governmental funds balance sheet. The
governmental funds report unavailable revenues from one source: property taxes. This
amount is deferred and recognized as an inflow of resources in the period that the amounts
become available.
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City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

6. Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted
(e.g., restricted bond or grant proceeds) and unrestricted resources. In order to calculate the
amounts to report as restricted — net position and unrestricted — net position in the
government-wide and proprietary fund financial statements, a flow assumption must be
made about the order in which the resources are considered to be applied. It is the
government’s policy to consider restricted — net position to have been depleted before
unrestricted — net position is applied.

7. Fund Balance Flow Assumptions

Sometimes the government will fund outlays for a particular purpose from both restricted
and unrestricted resources (the total of committed, assigned, and unassigned fund balance).
In order to calculate the amounts to report as restricted, committed, assigned, and
unassigned fund balance in the governmental fund financial statements a flow assumption
must be made about the order in which the resources are considered to be applied. It is the
government's policy to consider restricted fund balance to have been depleted before using
any of the components of unrestricted fund balance. Further, when the components of
unrestricted fund balance can be used for the same purpose, committed fund balance is
depleted first, followed by assigned fund balance. Unassigned fund balance is applied last.

8. Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature
of any limitations requiring the use of resources for specific purposes. The government itself
can establish limitations on the use of resources through either a commitment (committed
fund balance) or an assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for the
specific purposes determined by a formal action of the government’s highest level of
decision-making authority. The governing council is the highest level of decision-making
authority for the government that can, by adoption of an ordinance prior to the end of the
fiscal year, commit fund balance. Once adopted, the limitation imposed by the ordinance
remains in place until a similar action is taken (the adoption of another ordinance) to
remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the
government for specific purposes but do not meet the criteria to be classified as committed.
The governing body (City Council) has by resolution authorized the finance director to
assign fund balance. The council may also assign fund balance as it does when
appropriating fund balance to cover a gap between estimated revenue and appropriations

42

2292020993032 9293)93)9732732)93)3)3723293)333I7303)3I733)333I3I03I3I3I32I33I32)233)))



» )22 )33 23N I»IDI»IDI>IIDIDIIIINIDDDDIDDIIDIDBDIDINDDDIDIDIIDDINDNDD DD
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NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

in the subsequent year's appropriated budget. Unlike commitments, assignments generally
only exist temporarily. In other words, an additional action does not normally have to be
taken for the removal of an assignment. Conversely, as discussed above, an additional
action is essential to either remove or revise a commitment.

9. Compensated Absences

The liability for compensated absences reported in the government-wide and proprietary
fund statements consist of unpaid, accumulated vacation balances. The liability has been
calculated using the vesting method, in which leave amounts for both employees who
currently are eligible to receive termination payments and other employees who are
expected to become eligible in the future to receive such payments upon termination are
included. Vested or accumulated vacation leave and compensated leave of government-
wide and proprietary funds are recognized as an expense and liability of those funds as the
benefits accrue to employees.

It is the City's policy to liquidate compensated absences with future revenues rather than
with currently available expendable resources. Accordingly, the City's governmental funds
recognize accrued compensated absences when it is paid.

10. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the applicable governmental activities statement of
net position. The long-term debt consists primarily of bonds payable and accrued
compensated absences.

Long-term debt for governmental funds is not reported as liabilities in the fund financial
statements until due. The debt proceeds are reported as other financing sources, net of the
applicable premium or discount and payments of principal and interest reported as
expenditures. In the governmental fund types, issuance costs, even if withheld from the
actual net proceeds received, are reported as debt service expenditures. However, claims
and judgments paid from governmental funds are reported as a liability in the fund
financial statements only for the portion expected to be financed from expendable available
financial resources.

Long-term debt and other obligations, financed by proprietary funds, are reported as
liabilities in the appropriate funds. For proprietary fund types, bond premiums, discounts
and issuance costs are deferred and amortized over the life of the bonds using the effective
interest method, if material. Bonds payable are reported net of the applicable bond
premium or discount. Issuance costs are expensed as incurred.
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Assets acquired under the terms of capital leases are recorded as liabilities and capitalized
in the government-wide financial statements at the present value of net minimum lease
payments at inception of the lease. In the year of acquisition, capital lease transactions are
recorded as other financing sources and as capital outlay expenditures in the general fund.
Lease payments representing both principal and interest are recorded as expenditures in the
general fund upon payment with an appropriate reduction of principal recorded in the
government-wide financial statements.

11. Estimates

The preparation of financial statements, in conformity with generally accepted accounting
principles, requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and 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.

II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net position.

The governmental fund balance sheet includes reconciliation between fund balance-total
governmental funds and net position-governmental activities as reported in the government-
wide statement of net position. One element of that reconciliation explains that long-term
liabilities, including bonds, are not due and payable in the current period and, therefore, are
not reported in the funds.

B. Explanation of certain differences between the governmental fund statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of
activities.

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net changes in fund balances - total governmental funds
and changes in net position of governmental states that, “the issuance of long-term debt
(e.g., bonds) provides current financial resources to governmental funds, while the
repayment of the principal of long-term debt consumes the current financial resources of
governmental funds. Also, governmental funds report the effect of premiums, discounts,
and similar items when debt is first issued, whereas these amounts are deferred and
amortized in the statement of activities.”
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NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

I1I. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles (GAAP) for the general, debt service, special revenue, and utility funds. The
original budget is adopted by the City Council prior to the beginning of the year. The legal
level of control as defined by the City Charter is the function level. No funds can be
transferred or added to a budgeted item without Council approval. Appropriations lapse at
the end of the year. Several supplemental budget appropriations were made during the
year.

Expenditures exceeded appropriations at the legal level of control for general government,
the public safety, capital outlay, debt service and interest.

IV. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments

As of September 30, 2014, the primary government had the following investments:

Weighted
Average Maturity
Investment Type Fair Value (Years)
External investment pools 365 0.0
Total fair value $ 365
Portfolio weighted average maturity 0.0

Interest rate risk In accordance with its investment policy, the City manages its exposure to
declines in fair values by limiting the weighted average of maturity not to exceed one year;
structuring the investment portfolio so that securities mature to meet cash requirements for
ongoing operations; monitoring credit ratings of portfolio position to assure compliance
with rating requirements imposed by the Public Funds Investment Act; and invest operating
funds primarily in short-term securities or similar government investment pools.

Credit risk The City’s investment policy limits investments to obligations of the United
States, State of Texas, or their agencies and instrumentalities with an investment quality
rating of not less than “A” or its equivalent, by a nationally recognized investment rating
firm. Other obligations must be unconditionally guaranteed (either express or implied) by
the full faith and credit of the United States Government or the issuing U.S. agency and
investment pools with an investment quality not less than AAA or AAA-m, or equivalent,
by at least one nationally recognized rating service. As of September 30, 2014, the City’s
investment in TexSTAR was rated AAAm by Standard & Poor’s.
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Custodial credit risk — deposits In the case of deposits, this is the risk that in the event of a
bank failure, the City’s deposits may not be returned to it. State statutes require that all
deposits in financial institutions be insured or fully collateralized by U.S. government
obligations or its agencies and instrumentalities or direct obligations of Texas or its agencies
and instrumentalities that have a market value of not less than the principal amount of the
deposits. As of September 30, 2014, the market values of pledged securities and FDIC
exceeded bank balances.

Custodial credit risk — investments For an investment, this is the risk that, in the event of the
failure of the counterparty, the City will not be able to recover the value of its investments
or collateral securities that are in the possession of an outside party. The City’s investment
policy requires that it will seek to safekeeping securities at financial institutions, avoiding
physical possession. Further, all trades, where applicable, are executed by delivery versus
payment to ensure that securities are deposited in the City’s safekeeping account prior to
the release of funds. ‘

TexSTAR

The Texas Short Term Asset Reserve Fund ("TexSTAR") is a local government investment
pool organized under the authority of the Interlocal Cooperation Act, Chapter 791, Texas
Government Code, and the Public Funds Investment Act, Chapter 2256, Texas Government
Code. TexSTAR was created in April 2002 by contract among its participating governmental
units and is governed by a board of directors. JPMorgan Fleming Asset Management (USA),
Inc. and First Southwest Asset Management, Inc. act as co-administrators, providing
investment management services, participant services, and marketing, respectively.
JPMorgan Chase Bank and/or its subsidiary, J.P. Morgan Investor Services, Inc., provide
custodial, transfer agency, fund accounting, and depository services.

TexSTAR operate in a manner consistent with the SEC's Rule 2a7 of the Investment
Company Act of 1940. TexSTAR uses amortized cost rather than fair value to report net
position to compute share prices. Accordingly, the fair value of the position in TexSTAR are
the same as the value of TexSTAR shares.
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B. Receivables

The following comprise receivable balances of the primary government at year end:

Parks and Nonmajor
Recreation Facility Debt Governmental Water, Sewer
General Development Service Funds & Sanitation Total
Taxes
Property taxes $ 39402 $ - § 9,757 - $ - $ 49,159
Sales taxes 60,607 30,395 - 28,868 - 119,870
Franchise tax 10,532 - - - - 10,532
Accounts - - - - 238,491 238,491
Allowance - - - - (59,131) (59,131)
Total $ 110541 §$ 30395 $ 9,757 28,868 $ 179,360 $ 358,921

C. Capital Assets

A summary of changes in governmental activities capital assets for the year end was as

follows:

Capital assets, not being depreciated:
Land
Total capital assets not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Vehicles and equipment
Infrastructure

Total capital assets being depreciated

Less accumulated depreciation
Buildings and improvements
Vehicles and equipment
Infrastructure

Total accumulated depreciation

Net capital assets being depreciated

Total capital assets $

Beginning Decreases/ Ending

Balances Increases Reclassifications Balances
$ 291438 $ - % - % 291,438
291,438 - - 291,438
595,953 8,141 - 604,094
1,693,933 - (62,293) 1,631,640
3,031,930 - - 3,031,930
5,321,816 8,141 (62,293) 5,267,664
359,936 15,173 - 375,109
1,385,288 107,653 (62,293) 1,430,648
1,602,148 144,312 - 1,746,460
3,347,372 267,138 (62,293) 3,552,217
1,974,444 (258,997) - 1,715,447
2,265,882 % (258,997) $ - % 2,006,885
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Depreciation was charged to governmental functions as follows:

General government $
Public safety
Public works
Parks and recreation
Total Governmental Activities Depreciation Expense $

11,662
104,778

121,111

29,587

267,138

A summary of changes in business-type activities capital assets for the year end was as

follows:
Beginning Decreases/ Ending
Balances Increases Reclassifications Balances
Capital assets, not being depreciated:

Land $ 109,201 $ - $ - $ 109,201
Total capital assets not being depreciated 109,201 - - 109,201
Capital assets, being depreciated:

Buildings and improvements 1,118 - - 1,118

Water and sewer system 4,449,688 : 39,836 - 4,489,524

Vehicles and equipment 379,131 - - 379,131
Total capital assets being depreciated 4,829,937 39,836 - 4,869,773
Less accumulated depreciation

Buildings and improvements 1,118 - - 1,118

Water and sewer system 2,951,404 102,938 - 3,054,342

Vehicles and equipment 257,968 33,285 - 291,253
Total accumulated depreciation 3,210,490 136,223 - 3,346,713
Net capital assets being depreciated 1,619,447 (96,387) - 1,523,060

Total capital assets $ 1,728,648 §$ (96,387) § - $ 1632261
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NOTES TO FINANCIAL STATEMENTS, Continued
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D. Long-term Debt

The following is a summary of changes in the City’s total governmental long-term
liabilities for the year ended. In general, the City uses the debt service fund to liquidate
governmental long-term liabilities.

Amounts
Beginning Ending Due within
Balance Additions Reductions Balance One Year
Governmental Activities:
Bonds, notes and other
payables:
General Obligation Refunding Bonds  $ 395,000 $ - 8 (35,000) $ 360,000 $ 35,000
Combination Tax and
Revenue Certificate of Obligation 835,000 1,755,000 (835,000) 1,755,000 45,000
Deferred amounts:
For issuance premiums - 80,692 - 80,692 -
1,230,000 1,835,692 (870,000) 2,195,692 80,000
Other liabilities:
Compensated absences 54,759 51,363 (52,291) 53,831 48,448
Net pension obligation 148,944 16,876 - 165,820 -

Total Governmental Activities $ 1,433,703

$ 1,903,931 $ (922,291) $ 2,415,343 $ 128,448

Long-term liabilities due in more than one year

$ 2,286,895

Business-Type Activities:

Other liabilities:
Compensated absences $ 4532 $ 4,445 $ (4,445) $ 4532 $ 4,079
Net pension obligation 12,952 1,467 - 14,419 -

Total Business-Type Activities $ 17,484 $ 5912 § (4445) $ 18951 $ 4,079
Long-term liabilities due in more than one year $ 14,872

Long-term liabilities applicable to the City’s governmental activities are not due and
payable in the current period and accordingly, are not reported as fund liabilities in the
governmental funds. Interest on long-term debt is not accrued in governmental funds, but
rather is recognized as an expenditure when due.
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Long-term debt at year end was comprised of the following debt issues:

General Obligation Bonds:
$360,000 General Obligation Refunding Bond, Series 2006,
due in installments through 2024, interest at 4.7-10%

Total General Obligation bonds

Certificates of Obligation:
$1,755,000 Certificates of Obligation, Series 2014,
due in annual installments through 2034, interest at 2-4%

Total Certificates of Obligation

Deferred amounts:
Issuance premium

Total deferred amounts

Compensated absences
Net pension obligation

Total Debt

Business -
Governmental Type
Activities Activities Total

360,000 - 8 360,000
360,000 - % 360,000
1,755,000 - $ 1,755,000
1,755,000 - $ 1,755,000
80,692 - % 80,692
80,692 - $ 80,692

53,831 4,532 58,363
165,820 14,419 180,239
2,415,343 18951 $ 2,434,294
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The annual requirements to amortize governmental activities debt issues outstanding at
year ending were as follows:

Governmental Activities
Year ending 2006 G.O. Bond 2014 C.O. Bond
September 30, Principal Interest Principal Interest
2015 $ 35000 $ 16920 $ 45,000 $ 65,632
2016 40,000 15,275 50,000 57,875
2017 25,000 13,395 70,000 56,875
2018 25,000 26,000 55,000 55,475
2019 30,000 23,500 55,000 54,375
2020 35,000 20,500 55,000 53,275
2021 35,000 17,000 60,000 51,625
2022 40,000 13,500 60,000 49,825
2023 45,000 9,500 60,000 48,025
2024 50,000 10,000 60,000 46,225
2025 - - 100,000 44,125
2026 - - 105,000 40,625
2027 - - 105,000 36,950
2028 - - 110,000 33,275
2029 - - 115,000 29,425
2030 - - 120,000 25,400
2031 - - 125,000 21,200
2032 - - 130,000 16,200
2033 - - 135,000 11,000
2034 - - 140,000 5,600

$ 360,000 $ 165,590 $ 1,755,000 $ 803,007

General Obligation Bond, Series 2006; due in annual installments through August 1, 2024,
bearing interest ranging from 4.7% to 10% payable February 1 and August 1.

Certificate of Obligation Bond, Series 2014; due in annual installments through August 1,
2034, bearing interest ranging from 3% to 4% payable February 1 and August 1.

51



City of Dalworthington Gardens, Texas

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2014

E. Interfund transfers

The composition of interfund transfers for the year ended September 30, 2014 is as follows::

Transfer In Transfer Out Amounts
General Fund Utility Fund $ 41,324
$ 41,324

F. Fund Equity
The City records fund balance/net position restrictions on the fund level to indicate that a
portion of the fund balance is legally restricted for a specific future use or to indicate that a

portion of the fund balance is not available for expenditures.

The following is a list of fund balances/net position restricted by law or the City:

Restricted

Parks and recreation $ 385,455
Municipal court security 43,555 *
Crime control and prevention 119,907
Municipal court automation 154,006 *
Park donations 17,453
Public safety seizures 6,103 *
Debt service fund 74,119
Capital improvements 1,966,263

Total $ 2,766,861

* Restricted by enabling legislation
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V. OTHER INFORMATION
A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets, errors and omissions; and natural disasters for which the City
part