®.

COMPREHENSIVE ANNUAL FINANCIAL REPORT

FISCAL YEAR ENDED 9/30/2014




COMPREHENSIVE
ANNUAL FINANCIAL REPORT

of the

CITY OF ALVIN, TEXAS

For the Year Ended
September 30, 2014

Official Issuing Report:

Junru Roland
Interim City Manager/Chief Financial Officer



(This page intentionally left blank.)



CITY OF ALVIN, TEXAS

TABLE OF CONTENTS
September 30, 2014

INTRODUCTORY SECTION

Letter of Transmittal

Organizational Chart

Certificate of Achievement for Excellence in Financial Reporting
Principal Officials

FINANCIAL SECTION

Independent Auditors’ Report

Management’s Discussion and Analysis (Required Supplementary
Information)

BASIC FINANCIAL STATEMENTS

Government-Wide Financial Statements
Statement of Net Position
Statement of Activities

Fund Financial Statements
Governmental Funds Financial Statements
Balance Sheet — Governmental Funds
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Position

Statement of Revenues, Expenditures, and Changes in Fund Balances —
Governmental Funds

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

Proprietary Funds Financial Statements
Statement of Net Position — Proprietary Funds
Statement of Revenues, Expenses, and Changes in Fund Net Position —
Proprietary Funds
Statement of Cash Flows — Proprietary Funds

Notes to Financial Statements

REQUIRED SUPPLEMENTARY INFORMATION

Schedule of Revenues, Expenditures, and Changes in Fund Balance —
Budget and Actual:
General Fund

Schedule of Funding Progress — Texas Municipal Retirement System

Schedule of Funding Progress — Texas Emergency Services Retirement System

31
32

34

37

38

41

42

46
48

53

85
86
87



CITY OF ALVIN, TEXAS

TABLE OF CONTENTS
September 30, 2014

COMBINING STATEMENTS AND SCHEDULES

Schedule of Revenues, Expenditures, and Changes in Fund Balance —
Budget and Actual:
Debt Service Fund
Combining Balance Sheet — Nonmajor Governmental Funds
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balances — Nonmajor Governmental Funds
Schedule of Revenues, Expenditures, and Changes in Fund Balances —
Budget and Actual:
Nonmajor Special Revenue Funds:
Hotel/Motel
Special Investigation
Court Building Security
Municipal Court Technology
Donation
Juvenile Case Manager
Senior
Comcast PEG Fees
TIRZ No. 2
Kendall Lakes TIRZ Redevlopment Authority
Permanent Fund:
Cemetery
Combining Statement of Net Position — Internal Service Funds
Combining Statement of Revenues, Expenses, and Changes in Fund
Net Position — Internal Service Funds
Combining Statement of Cash Flows — Internal Service Funds

OTHER STATEMENTS

Consolidated Balance Sheet — General Fund — Sub-Funds

Consolidated Statement of Revenues, Expenditures, and Changes in
Fund Balances — General Fund — Sub-Funds

Consolidated Statement of Net Position — Water & Sewer Fund —
Sub-Funds

Consolidated Statement Revenues, Expenses, and Changes in Fund
Net Position — Water & Sewer Fund — Sub-Funds

Consolidated Statement of Cash Flows — Water & Sewer Fund —
Sub-Funds

91
94

98

102
102
103
103
104
104
105
105
106
106

107
110

112
114

118

119

120

124

126



CITY OF ALVIN, TEXAS

TABLE OF CONTENTS
September 30, 2014

STATISTICAL SECTION

Net Position by Component

Changes in Net Position

Tax Revenues by Source, Governmental Activities

Fund Balances, Governmental Funds

Changes in Fund Balances, Governmental Funds

Assessed Value and Estimated Actual Value of Taxable Property
Property Tax Rates — Direct and Overlapping Governments
Principal Property Taxpayers

Property Tax Levies and Collections

Ratios of Outstanding Debt by Type

Ratios of General Bonded Debt Outstanding

Direct and Overlapping Governmental Activities Debt

Legal Debt Margin Information

Pledged-Revenue Coverage

Demographic and Economic Statistics

Principal Employers

Full-Time Equivalent City Government Employees by Function
Operating Indicators by Function

Capital Asset Statistics by Function

Page

132
134
138
140
142
144
146
149
150
152
154
157
159
160
162
163
165
166
168



(This page intentionally left blank.)



INTRODUCTORY SECTION



(This page intentionally left blank.)
2



CITY OF ALVIN
216 West Sealy Street ¢+ Alvin, Texas 77511 ¢ (281)388-4212 + FAX(281)331-7215

February 27, 2015
Honorable Mayor, Members of City Council, and Citizens of the City of Alvin, Texas:

The Comprehensive Annual Financial Report (“CAFR”) of the City of Alvin, Texas (the “City”) for the fiscal
year ended September 30, 2014 is hereby submitted. Responsibility for both the accuracy of the data, and
completeness and fairness of the presentation, including all disclosures, rests with management. We believe the
data, as presented, is accurate in all material respects and is presented in a manner designed to present fairly the
financial position and results of operations of the City as measured by the financial activity of its various funds.
All disclosures necessary to enable the reader to gain the maximum understanding of the City’s financial activities
have been included.

In developing and evaluating the City’s accounting system, consideration is given to the adequacy of internal
accounting controls. These controls are designed to provide reasonable, but not absolute, assurance regarding the
safeguarding of assets against loss from unauthorized use or disposition, and the reliability of financial records for
preparing financial statements and maintaining accountability for assets. The concept of reasonable assurance
recognizes that the cost of a control should not exceed the benefits likely to be derived, and the evaluation of costs
and benefits requires estimates and judgments by management. We believe that the City’s current system of
internal controls adequately safeguards assets and provides reasonable assurance of proper recording of financial
transactions.

As required by the City’s charter, the financial statements have been audited by Belt Harris Pechacek, LLLP, a
firm of certified public accountants. The goal of the independent audit was to provide reasonable assurances that
the financial statements of the City for the fiscal year ended September 30, 2014 are free of material misstatement.
The independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; assessing the accounting principles used and significant estimates made by management;
and evaluating the overall financial statement presentation. The independent auditors concluded, based upon the
audit, that there was a reasonable basis for rendering an unmodified opinion that the City’s financial statements
for fiscal year ended September 30, 2014 are presented in conformity with generally accepted accounting
principles (“GAAP”).

The CAFR is presented in three sections: Introductory, Financial and Statistical. The introductory section
includes this transmittal letter and the City’s organizational chart. The financial section includes the auditors’
report on the financial statements, a narrative introduction, overview and analysis required by GAAP in the form
of the Management’s Discussion and Analysis (“MD&A”), the basic financial statements, fund financial
statements, and combining and individual financial statements. This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with it. The City’s MD&A can be found immediately
following the report of the independent auditors. The statistical section includes selected unaudited financial and
demographic information generally presented on a multi-year basis.



PROFILE OF THE GOVERNMENT

The City of Alvin is located in the southern part of Texas, which is considered to be one of the fastest growing
areas of the state. The City occupies an area of approximately 15 square miles and services a population of
24,236, per the 2010 census. The City is empowered to levy a property tax on both real and personal properties
located within its boundaries. It is also empowered by state statute to extend its corporate limits by annexation.

The City operates under the council-manager form of government. Policy-making and legislative authority are
vested in a governing body consisting of the Mayor and seven council members. The governing body is
responsible, among other things, for passing ordinances, adopting the budget, appointing committees and hiring
both the government’s manager and attorney. The governing body also approves the selection of department
heads. The government’s manager is responsible for carrying out the policies and ordinances of the governing
body and for overseeing the day-to-day operations of the government. The council is elected on a non-partisan
basis. Council members serve three-year staggered terms. The mayor is elected to serve a three-year term. Five of
the council members are elected by single member districts. The Mayor and two remaining council members are
elected at large.

The City provides a full range of services including police and fire protection, the construction and maintenance
of streets and other infrastructure, and recreational activities. Through enterprise fund operations, the government
also provides EMS, water and sewer service and sanitation service.

The annual budget serves as the foundation for the City’s financial planning and control. All departments of the
City submit requests for appropriation to the City Manager each year in June. The City Manager uses these
requests as the starting point for developing a proposed budget. The City Manager then presents the proposed
budget to the council for review by July 31. The council is required to hold public hearings on the proposed
budget and to adopt a final budget by no later than September 15, fifteen days prior to the close of the fiscal year
on September 30. The appropriated budget is prepared by fund and department (e.g., police). Department heads
may make transfers of appropriations within a department with approval from the City Manager. Supplemental
appropriations for departments, however, require the special approval of the governing body. Budget-to-actual
comparisons are provided in this report for each individual governmental fund for which an appropriated annual
budget has been adopted.

For the general fund, this comparison is presented on page 85 as part of the Required Supplemental Information.

For governmental funds, other than the general fund, with appropriated annual budgets, this comparison is
presented in the governmental fund subsection of this report, which starts on page 91.

ECONOMIC CONDITION AND OUTLOOK

“A city government with individuals who, through cooperation, teamwork and pride, serve to provide the highest
level of service to its community.” This mission statement is what guides the city staff as they go about working
for the community. Our strategic partners, from the public to private sector are invaluable to Alvin and volunteer
organizations are part of the life blood that continues to bring quality events to the community. Continued park
improvements include the addition of new pavilions at National Oak Park. New permanent restroom facilities are
in the planning stages for this year. Park projects that include the installation of fencing and amenities for a Dog
Park now open at Briscoe Park have been a great addition for our community, The installation of a new large
pavilion at Briscoe Park will be used for our spring Rotary BBQ Cook-off and Music Festival. This is estimated
to bring thousands to the City over the two-day event.



The community is gaining momentum and many exciting things are underway. Alvin is very fortunate to have
long-time businesses expanding in the area. Franks Casing International completed construction on their $5
million 37,000 sq. ft. manufacturing building; and a 17,000 sq. ft. office building facility that will employ
approximately 100 new employees. Southwest Refractory has completed its second facility in their industrial
park. Construction is also complete for their own expansion facilities within the industrial park.

Ascend Performance Materials is close to announcing the new $2.5 billion manufacturing site. This is projected to
bring in an additional 100 jobs with average annual wages of $75,000 -- using the NAICS code multipliers, this
will result in an additional 500 indirect jobs to the area.

On the commercial/retail front, the new Memorial Herman Medical Group is under construction for their new
physicians® offices. Starbucks is constructing their new restaurant that includes a drive-thru. Sportclips will be
locating between these two facilities. Aldi’s is building their new grocery store next to Whataburger. Heritage
South, the $80 million dollar commercial, retail, and residential master planned project is constructing the
roadway and water/sewer infrastructure; and continues to meet with several end users. On the southeast corner of
By-pass 35 and State Highway 6 --next to the Raceway gas station and convenience store- UTMB completed
their new medical offices. This now includes adult primary care along with their established pediatric services. It
is part of a 22-acre site under development that is being marketed for several big-box stores. Alvin 1SD has the
new Bill Hassey primary school under construction on House Street. They will start construction soon on the new
AISD Agriculture Center next to Fairway Middle School.

For 2014 there were 125 new residential permits for construction. The value for new residential permits equaled
$20.3 million. The value for commercial and residential repairs/additions/etc. equaled $2.3 million. In addition,
there were 14 new commercial permits issued worth $5 million in value. All subdivisions are expanding and two
of them are planning new sections to be developed.

MAJOR INITIATIVES

City Council Adopted the 2035 Comprehensive Plan last fall and staff is busy addressing several items that are
slated to be complete in the 1-2 year time frame. The City’s proposed municipal shooting range at the former
city landfill — approximately 5 miles west of the Alvin city limits - is now in the financial feasibility stage. The
City’s consultant has communicated that the City could be drawing from a population in the Houston area of 5
million potential patrons; which would provide an economic boom for the City. Some of the amenities at the
municipal shooting range would include: a police tactical area for training multiple police departments, a skeet

and trap field, a five-stand international bunker trap, several sporting clay fields; and 90-meter / 3-D archery
fields.

RELEVANT FINANCIAL POLICIES

It is the goal of the City to achieve and maintain an unassigned general fund balance equal to 25% of
expenditures. The City considers a balance of less than $1,500,000 to be cause for concern, barring unusual or
deliberate circumstances. Also, it is the goal of the City to achieve and maintain an unassigned general debt
service fund balance equal to 50% of annual debt payments.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting to the City of Alvin for its CAFR for the fiscal year ended September 30, 2013. This was the
twenty-ninth consecutive year that the government has received this prestigious award. In order to be awarded a
Certificate of Achievement, the government published an easily readable and efficiently organized CAFR. This
report satisfied both GAAP and applicable legal requirements.



A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR continues
to meet the Certificate of Achievement Program requirements and we are submitting it to GFOA to determine its
eligibility for another certificate.

In addition, the government also received the GFOA Distinguished Budget Presentation Award for its annual
budget document for the fiscal year beginning October 1, 2013. In order to qualify for the Distinguished Budget
Presentation Award, the government’s budget document was judged to be proficient as a policy document, a
financial plan, an operations guide and as a communications device.

The preparation of this report would not have been possible without the efficient and dedicated services of the
entire staff of the finance department. We would like to express our appreciation to all members of the department
who assisted and contributed to the preparation of this report. Credit also must be given to the mayor and the City
Council for their unfailing support for maintaining the highest standards of professionalism in the management of
the City of Alvin’s finances.

Respectfully submitted,

\

Junru Roland CPFIM, CGFM, CGFO, CPA
Interim City Manager/Chief Financial Officer

*.”‘x‘é -
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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
City Council Members of the
City of Alvin, 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 Alvin, 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

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
erTor.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ 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 City’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 City’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

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

13
Partners Houston Bellville Austin All Offices — o ernmental
Robert Belt, CPA 3210 Bingle Rd., Ste. 300 1304 South Front St, 100 Congress Ave., Ste. 2000 www, texasauditors.com 1 Audit Quality Cent
Stephanic E. Harris, CPA Houston, TX 77055 Bellville, TX 77418 Austin, TX 78701 info@uxauditors.com . Aucit Quality Center

Nathan Krupke, CPA 713.263.1123 979.865.3169 512.381,0222 713.263.1550 fax



Opinions

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 year 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 schedule of funding progress, identified
as Required Supplementary Information on the table of contents, 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’s basic financial statements. The introductory section, combining statements and
schedules, other statements, and statistical section, as noted on the table of contents, are presented for
purposes of additional analysis and are not required parts of the basic financial statements.

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

The introductory and statistical sections have 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.

14



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 27,
2015 on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope or our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City’s internal control over financial
reporting and compliance.

@ELT @RRIS @ECHACEK, LLLP

Belt Harris Pechacek, LLLP
Certified Public Accountants
Houston, Texas

February 27, 2015
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CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2014

The purpose of the Management’s Discussion and Analysis (MD&A) is to give the readers an objective and
easily readable analysis of the financial activities of the City of Alvin, Texas (the “City”) 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. Please read the MD&A in conjunction
with the transmittal letter at the front of this report and the City’s financial statements, which follow this section.

THE STRUCTURE OF OUR ANNUAL REPORT

Components of the Financial Section

Management’s Basic Financial Required
Discussion and Statements Supplementary
Analysis | .l e Information
Independent Government- Fund Financial Notes to the
Auditors’ Report Wide Financial Statements Financial
Statements Statements
Summary Detail

The basic financial statements include (1) government-wide financial statements, (2) individual fund financial
statements, and (3) notes to the financial statements. This report also includes supplementary information
intended to furnish additional detail to support the basic financial statements themselves.

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.

The Statement of Net Position presents information on all of the City’s assets, liabilities, and deferred
inflows/outflows of resources, with the difference 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.
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CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended September 30, 2014

The Statement of Activities presents information showing how the City’s net position changed during the most
recent year. All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows — 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 police
and fire protection, municipal court, streets, drainage, leisure services, community development,
and general administrative services. Interest payments on the City’s debt are also reported here.
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 are reported here. These
services include the City’s water and sewer services, solid waste collection, and emergency
medical services.

The government-wide financial statements can be found after the MD&A.

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 two categories of City funds are 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 City’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City maintains 20 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 fund, debt service fund (considered a nonmajor fund for reporting purposes, but the City
has elected to present as major due to its significance), and the sales tax capital projects fund, which are
considered to be major funds.

20



CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended September 30, 2014

The City adopts an annual appropriated budget for its general fund, debt service fund, and select special revenue

funds. Budgetary comparison schedules have been provided for these funds to demonstrate compliance with
these budgets.

Proprietary Funds

The City maintains two types of proprietary funds: enterprise funds and internal service funds. 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 and sewer system, sanitation, and emergency
medical services. The proprietary fund financial statements provide separate information for the water and sewer
system, sanitation, and emergency medical services. The proprietary basic fund financial statements can be found
in the basic financial statements of this report.

The City also uses internal service funds to account for its equipment replacement, equipment maintenance,
vehicle replacement, and computer replacement services. These internal service funds have been included within

governmental activities in the government-wide financial statements.

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 includes a budgetary comparison schedule for the general
fund and a schedule of funding progress for the Texas Municipal Retirement System. RSI can be found after the
notes to the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the City’s financial position. Assets
and deferred outflows of resources exceed liabilities by $66,185,261 as of September 30, 2014. The largest
portion of the City’s net position, 62 percent, reflects its investment in capital assets (e.g., land, building,
equipment, improvements, construction in progress, and infrastructure), less any debt used to acquire those assets
that is still 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.
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CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended September 30, 2014

Statement of Net Position:

The following table reflects the condensed Statement of Net Position:

Total
Governmental Business-Type Primary
Activities Activities Government
2014 2013 2014 2013 2014 2013
Current and other assets $ 16,526,411 $ 18,581,132 $ 13,964,332 § 13,453,003 § 30,490,743 § 32,034,135
Capital assets, net 37,060,472 33,947,351 27,912,858 27,584,312 64,973,330 61,531,663
Total Assets 53,586,883 52,528,483 41,877,190 41,037,315 95,464,073 93,565,798
Deferred Outflows of Resources 204,642 231,691 804,570 823,870 1,009,212 1,055,561
Total Deferred Outflows of Resources 204,642 231,691 804,570 823,870 1,009,212 1,055,561
Long-term liabilities 11,865,524 13,063,627 15,764,515 17,092,580 27,630,039 30,156,207
Other liabilities 1,103,736 1,085,384 1,554,249 1,493,746 2,657,985 2,579,130
Total Liabilities 12,969,260 14,149,011 17,318,764 18,586,326 30,288,024 32,735,337
Net Position:

Net investment in capital
assets 27,186,272 25,768,481 13,841,547 13,035,321 41,027,819 38,803,802
Restricted 7,224,941 9,229,378 - 423,744 7,224,941 9,653,122
Unrestricted 6,411,052 3,613,304 11,521,449 9,815,794 17,932,501 13,429,098

Total Net Position $ 40,822,265 § 38,611,163 § 25362,996 § 23,274,859 § 66,185261 § 61,886,022

A portion of the City’s net position, $7,224,941 or 11 percent, represents resources that are subject to external
restriction on how they may be used. The remaining balance of unrestricted net position, $17,932,501 or 27
percent, may be used to meet the City’s ongoing obligation to citizens and creditors.

The City’s total net position increased by $4,299,239 as compared to the prior year. This increase is the result of
multiple factors. Grants and contributions revenue increased compared to the prior year as a result of new
projects related to capital grants. Property taxes increased as the result of an increase in the assessed property
values. Payments in lieu of taxes increased due to a new agreement. These revenue increases were offset slightly
by an increase in total operating expenses during the current year.
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Statement of Activities:

CITY OF ALVIN, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (i Continued)

For the Year Ended September 30, 2014

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

Revenues
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Sales taxes
Other taxes
Other revenues
Total Revenues

Expenses
General government
Public safety
Public services
Community services
Culture, parks, and recreation
Interest and fiscal agent fees
Water and sewer
Sanitation
EMS
Total Expenses

Increase in Net Position
Before Transfers
Transfers in (out)

Change in Net Position
Beginning net position
Ending Net Position

Total
Governmental Business-Type Primary
Activities Activities Government

2014 2013 2014 2013 2014 2013
$ 1515565 $§ 1,396,235 § 11,010,701 § 12,086,370 § 12,526,266 $ 13,482,605
125,138 482,603 230,308 254,710 355,446 737,313
1,785,962 - - - 1,785,962 -
8,187,335 7,703,857 - - 8,187,335 7,703,857
6,188,081 6,039,358 - - 6,188,081 6,039,358
2,369,728 1,828,115 - - 2,369,728 1,828,115
62,629 208,120 30,163 18,898 92,792 227,018
20,234,438 17,658,288 11,271,172 12,359,978 31,505,610 30,018,266
4,302,665 3,568,941 - - 4,302,665 3,568,941
7,371,478 7,605,752 - - 7,371,478 7,605,752
1,357,311 1,602,661 - - 1,357,311 1,602,661
3,109,731 2,937,559 - - 3,109,731 2,937,559
1,554,800 1,526,973 - - 1,554,800 1,526,973
317,321 357,208 - - 317,321 357,208
- - 5,386,508 5,409,975 5,386,508 5,409,975
- - 2,150,276 2,121,232 2,150,276 2,121,232
- - 1,656,281 1,883,560 1,656,281 1,883,560
18,013,306 17,599,094 9,193,065 9,414,767 27,206,371 27,013,861
2,221,132 59,194 2,078,107 2,945,211 4,299,239 3,004,405
(10,030) 538,555 10,030 (538,555) - -
2,211,102 597,749 2,088,137 2,406,656 4,299,239 3,004,405
38,611,163 38,013,414 23,274,859 20,868,203 61,886,022 58,881,617
$ 40,822,265 $§ 38,611,163 § 25362,996 $ 23,274,859 § 66,185,261 $ 61,886,022
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CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended September 30, 2014

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

Governmental Revenues
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CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended September 30, 2014

For the year ended September 30, 2014, revenues from governmental activities totaled $20,234,438, which is an
increase of $2,576,150 from last year. This is primarily due to an increase in grant revenues, property taxes, and
sales tax revenues.

For the year ended September 30, 2014, expenses for governmental activities totaled $18,013,306. Overall
governmental expenses increased by two percent. This is related primarily to an increase in personnel costs and
planned repair/maintenance projects.

The increase in net position before transfers for business-type activities decreased $867,104 compared to the
prior year. This was primarily due to a decrease in emergency medical services revenues from a significant
decrease in billing charges,

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 on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, unassigned fund balance may serve as a useful measure of the City’s net
resources available for spending at the end of the year.

The City’s governmental funds reflect a combined fund balance of $13,316,658. Of this, $17,073 is
nonspendable, $7,224,941 is restricted for various purposes, and $1,136,538 is assigned for various projects. The
remaining balance of $4,938,106 is unassigned in the general fund.

There was a net decrease in the combined fund balance of $2,111,898 compared to the prior year, due mainly to
increases in personnel costs and capital projects.

The general fund is the chief operating fund of the City. At the end of the current year, unassigned fund balance
of the general fund was $4,938,106, while total fund balance reached $5,482,259. As a measure of the general
fund’s liquidity, it may be useful to compare both the unassigned fund balance and total fund balance to total
fund expenditures. Unassigned fund balance represents 37 percent of total general fund expenditures while total
fund balance represents 41 percent of the same amount. The general fund demonstrated an overall decrease of
$49,239 due to the operating results of the current year.

The debt service fund has a total fund balance of $79,394, all of which is restricted for the payment of debt
service. The net decrease in fund balance during the year was $22,773. This decrease can be attributed to the

debt service expenditures in excess of property tax collections.

The sales tax capital projects fund recorded a decrease of $409,046 in fund balance. This is primarily due to an
increase in expenditures related to capital projects and payments to internal service funds for services provided.

Proprietary Funds — The City’s proprietary fund financial statements provide the same type of information
found in the government-wide financial statements, but in more detail.
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CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended September 30, 2014

GENERAL FUND BUDGETARY HIGHLIGHTS

There had been a planned decrease in budgeted fund balance in the amount of $783,862 in the general fund.
However, the net change in fund balance only decreased by $49,239, resulting in a positive variance of $734,623
from budgeted as amended over actual. This was due to fewer expenditures than anticipated across the majority
of the departments.

Actual general fund revenues were more than original and amended budgeted revenues by $239,993 during 2014.
This is mainly due to more revenues from other taxes and licenses and permits than anticipated.

Actual expenditures were less than budgeted amounts by $368,454 for the fiscal year. The greatest positive
variances were in the administrative, finance, public services, and culture, parks, and recreation departments.

CAPITAL ASSETS

At the end of the current year, the City’s governmental and business-type activities had invested $64,973,330 in a
variety of capital assets and infrastructure (net of accumulated depreciation). This represents a net increase of
$3,441,667.

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

Roof replacement for $389,426

Generators for $420,001

Supervisory Control and Data Acquisition (SCADA) for $328,097
Purchase of a commercial cutway van for $157,721

Completion of the animal shelter building for $2,468,776

Completion of the Stadium Street projects for $184,786

Completion of the Southbend drainage project for $276,797
Completion of the asphalt overlay project for $178,435

Completion of the Kost drainage project for $102,787

Purchase of a gradall truck mounted telescopic excavator for $288,004
Purchase of a rescue fire truck for $449,817

Received a donated mine resistant vehicle from the Texas Department of Public Safety valued at
$773,000

e Purchase of 17 vehicles for $500,225

More detailed information about the City’s capital assets is presented in note IIL. C. to the financial statements.
LONG-TERM DEBT

At the end of the current year, the City had total bonds and certificates of obligation outstanding of $24,710,008.
Of this amount, $19,715,008 was general obligation debt and certificates of obligation accounted for $4,995,000.

More detailed information about the City’s long-term liabilities is presented in note III. D. to the financial
statements.
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CITY OF ALVIN, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended September 30, 2014

Current underlying ratings on debt issues are as follows:

Moody's

Investors Standard and

Services Poor's
Tax and revenue certificates of obligation Aal AA
General obligation bonds Aa3 AA

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The City adopted a fiscal year 2014-15 expenditure budget of $35,164,392, which is a decrease of 2.5 percent
from the prior year amended budget. The City budgeted for fiscal year 2014-15 revenues of $34,526,049, which
is an increase of 4.85 percent from the prior year amended budget. The 2014 certified taxable value is
$1,006,033,215, an increase of five percent from the previous year. Inflationary trends in the region compare
favorably to national indices. All of these factors were considered in preparing the City’s budget for the 2014-15
fiscal year.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT
This financial report is designed to provide a general overview of the City’s finances. Questions concerning any

of the information provided in this report or requests for additional financial information should be addressed to
Junru Roland, Chief Financial Officer, 216 West Sealy, Alvin, Texas 77511.
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CITY OF ALVIN, TEXAS
STATEMENT OF NET POSITION

September 30, 2014
Primary Government
Governmental Business-Type
Activities Activities Total
Assets
Cash and equity in pooled cash and investments $ 10,725,053 % 9,594,052 $ 20,319,105
Investments 2,521,273 499,495 3,020,768
Receivables, net of allowances 3,213,331 2,703,119 5,916,450
Internal balances 17,652 (17,652) -
Inventory 32,455 116,258 148,713
Prepaids and other assets 16,647 - 16,647
Restricted assets:
Temporarily restricted cash and cash equivalents - 1,069,060 1,069,060
16,526,411 13,964,332 30,490,743
Capital assets:
Non-depreciable capital assets 4,809,252 2,522,955 7,332,207
Depreciable capital assets, net 32,251,220 25,389,903 57,641,123
37,060,472 27,912,858 64,973,330
Total Assets 53,586,883 41,877,190 95,464,073
Deferred Outflows of Resources
Deferred charge on refunding 204,642 804,570 1,009,212
Liabilities
Accounts payable and accrued liabilities 1,032,356 1,416,879 2,449,235
Accrued bond interest 71,380 137,370 208,750
Noncurrent liabilities: :
Portion due within one year:
Compensated absences 474,597 67,620 542,217
Bonds payable 1,192,823 1,452,178 2,645,001
Capital leases payable 34,664 - 34,664
Portion due in more than one year:
Compensated absences : 52,733 7,514 60,247
Bonds payable (net of deferred charges) 8,548,462 13,927,726 22,476,188
Capital leases payable 437,826 - 437,826
Net pension obligation 1,124,419 309,477 1,433,896
Total Liabilities 12,969,260 17,318,764 30,288,024
Net Position
Net investment in capital assets 27,186,272 13,841,547 41,027,819
Restricted for:
Nonexpendable
Perpetual care 50,000 - 50,000
Expendable
Debt service 79,394 - 79,394
Enabling legislation 915,399 - 915,399
Tax increment reinvestment zone 148,049 - 148,049
Capital projects 6,032,099 - 6,032,099
Unrestricted 6,411,052 11,521,449 17,932,501
Total Net Position § 40,822,265 $§ 25,362,996 § 66,185,261

See Notes to Financial Statements.
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CITY OF ALVIN, TEXAS

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2014

Program Revenues
Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary Government
Governmental Activities
General government $ 4,302,665 $ 234,378 % 125,138 % -
Public safety 7,371,478 1,281,187 - 773,000
Public services 1,357,311 - - 1,012,962
Community services 3,109,731 - - -
Culture, parks, and recreation 1,554,800 - - -
Interest and fiscal agent fees 317,321 - - -
Total Governmental Activities 18,013,306 1,515,565 125,138 1,785,962
Business-Type Activities
Water and sewer 5,386,508 7,112,516 - -
Sanitation 2,150,276 2,548,700 - -
EMS 1,656,281 1,349,485 230,308 -
Total Business-Type Activities 9,193,065 11,010,701 230,308 -

Total Primary Government $ 27,206,371 $§ 12,526,266  § 355446 § 1,785,962

General Revenues:
Property taxes
Sales taxes
Franchise fees and taxes
Other taxes
Investment revenue
Other revenues
Transfers
Total General Revenues and Transfers

Change in Net Position
Beginning net position
Ending Net Position

See Notes to Financial Statements.
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Net Revenue (Expense) and Changes in Net Position

Primary Government

Governmental Business-Type
Activities Activities Total
$ (3,943,149) $ - (3,943,149)
(5,317,291) - (5,317,291)
(344,349) - (344,349)
(3,109,731) - (3,109,731)
(1,554,800) - (1,554,800)
(317,321) - (317,321)
(14,586,641) - (14,586,641)
- 1,726,008 1,726,008
- 398,424 398,424
- (76,488) (76,488)
- 2,047,944 2,047,944
(14,586,641) 2,047,944 (12,538,697)
8,187,335 - 8,187,335
6,188,081 - 6,188,081
1,701,814 - 1,701,814
667,914 - 667,914
20,650 15,163 35,813
41,979 15,000 56,979
(10,030) 10,030 -
16,797,743 40,193 16,837,936
12,211,102 2,088,137 4,299,239
38,611,163 23,274,859 61,886,022
$ 40,822,265 $ 25,362,996 66,185,261




CITY OF ALVIN, TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2014
Sales Tax
Capital Other
General Debt Service Projects Governmental
Assets
Cash and equity in pooled cash and investments $ 2,883,528 % 78,771 $§ 4,101,591 § 1,899,264
Investments 1,774,976 - 746,297 -
Receivables, net 1,478,027 68,779 1,052,131 597,724
Prepaid items 16,397 - - 250
Inventory 426 - - -
Total Assets $ 6,153,354 § 147,550  $ 5,900,019 $ 2,497,238
Liabilities
Accounts payable and accrued liabilities $ 272,865 $ -3 77,637 $ 564,615
Due to others 84,901 - - -
Total Liabilities 357,766 - 77,637 564,615
Deferred Inflows of Resources
Unavailable revenue - property taxes 313,329 68,156 - -
Fund Balances
Nonspendable:
Inventories 426 - - -
Prepaid items 16,397 - - 250
Restricted for:
Debt service - 79,394 - -
Perpetual care - - - 50,000
Enabling legislation - - - 915,399
Tax increment reinvestment zone - - - 148,049
Capital projects - - 5,822,382 209,717
Assigned to:
Permanent fund - - - 415,426
Special projects - - - 193,782
Compensated absences 527,330 - - -
Unassigned 4,938,106 - - -
Total Fund Balances 5,482,259 79,394 5,822,382 1,932,623
Total Liabilities, Deferred Inflows of Resources, and
Fund Balances $ 6,153,354 § 147,550 $§ 5,900,019 $ 2,497,238

See Notes to Financial Statements.
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Total

$ 8,963,154
2,521,273
3,196,661

16,647
426

$ 14,698,161

$ 915,117
84,901

1,000,018

381,485

426
16,647

79,394
50,000
915,399
148,049
6,032,099

415,426
193,782
527,330
4,938,106

13,316,658

$ 14,698,161
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CITY OF ALVIN, TEXAS
RECONCILIATION OF THE GOVERNMENTAL
FUNDS BALANCE SHEET TO THE

STATEMENT OF NET POSITION
September 30, 2014

Total fund balances - total governmental funds

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

different because:

Capital assets used in governmental activities are not current financial resources

and, therefore, not reported in the governmental funds.

Capital assets, non-depreciable
Capital assets, net depreciable

Other long-term assets are not available to pay for current period expenditures

and, therefore, are deferred in the governmental funds.

Internal service funds are used by management to charge the costs of certain
capital assets and maintenance to individual funds. The assets and liabilities
of the internal service funds are included in the governmental activities in the

Statement of Net Position.

Long-term liabilities are not due and payable in the current period and, therefore,

are not reported in the governmental funds.
Accrued interest payable
Non-current liabilities due in one year

Non-current liabilities due in more than one year

Deferred charge on refunding

See Notes to Financial Statements.

Net Position of Governmental Activities

37

13,316,658

4,809,252
31,038,423

381,485

2,968,774

(71,380)

(1,693,004)

(10,132,585)
204,642

$

40,822,265




CITY OF ALVIN, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended September 30, 2014

Sales Tax
Debt Capital Other
General Service Projects Governmental
Revenues
Property taxes $ 6,542,250 $ 1,538565 § - 3 92,295
Sales taxes 2,063,104 - 4,124,977 -
Franchise fees and taxes 1,339,913 - - 361,901
Other taxes 667,914 - - -
Licenses and permits 757,846 - - -
Fines and forfeitures 499,308 - - . 24,033
Charges for services 194,628 - - 39,750
Intergovernmental 42,327 - 144,845 950,928
Investment revenue 2,117 206 4,596 12,212
Other revenue - - 2,994 27,448
Total Revenues 12,109,407 1,538,771 4,277,412 1,508,567
Expenditures
Current:
General government 3,717,512 - - 40,943
Public safety 6,972,316 - - 113,908
Public services 733,558 - - -
Community services 127,112 - 2,862,974 274,448
Culture, parks, and recreation 1,334,715 - - 17,419
Capital outlay 586,048 - 1,398,233 2,661,347
Debt service:
Principal 30,461 1,267,127 - 16,730
Interest and fiscal agent fees 7,297 294,417 - 2,821
Total Expenditures 13,509,019 1,561,544 4,261,207 3,127,616
Excess (Deficiency) of Revenues
Over (Under) Expenditures (1,399,612) (22,773) 16,205 (1,619,049)
Other Financing Sources (Uses)
Transfers in 1,317,091 - - 890,081
Transfers (out) (21,962) - (425,251) (901,872)
Capital leases 55,244 - - -
Total Other Financing Sources (Uses) 1,350,373 - (425,251) (11,791)
Net Change in Fund Balances (49,239) (22,773) (409,046) (1,630,840)
Beginning fund balances 5,531,498 102,167 6,231,428 3,563,463
Ending Fund Balances $ 5,482,259 § 79,394 $ 5,822,382 $§ 1,932,623

See Notes to Financial Statements.
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Total

8,173,110
6,188,081
1,701,814
667,914
757,846
523,341
234,378
1,138,100
19,131
30,442

19,434,157

3,758,455
7,086,224

733,558
3,264,534
1,352,134
4,645,628

1,314,318
304,535

22,459,386

(3,025,229)

2,207,172
(1,349,085)
55,244

913,331

(2,111,898)
15,428,556

13,316,658
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CITY OF ALVIN, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDI TURES,
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 $ (2,111,898)
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 3,926,180
Depreciation expense (1,895,630)
The issuance of long-term debt (e.g., bonds, 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 debt is first issued, whereas these amounts are
deferred and amortized in the Statement of Net Position.
Principal payments 1,283,857
Amortization of deferred amounts (10,715)
Compensated absences (4,365)
Capital lease activity (22,490)
Net pension obligation (74,151)
Accrued interest (2,071)
Revenue in the Statement of Activities that does not provide current financial resources
is not reported as revenue in the funds. 787,225
Internal service funds are used by management to charge the costs of certain capital assets and
maintenance to individual funds. The net revenue (expense) is reported with governmental
activities. 335,160
Change in Net Position of Governmental Activities §$ 2,211,102

See Notes to Financial Statements.
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CITY OF ALVIN, TEXAS
STATEMENT OF NET POSITION (Page 1 of 2)
PROPRIETARY FUNDS
September 30, 2014

Business-Type Activities

Emergency
Water and Medical
Sewer Sanitation Services Total
Assets
Current assets
Cash and equity in pooled cash and investments $ 7,210,447 $ 1,409810 $ 973,795 § 9,594,052
Investments 499,495 - - 499,495
Accounts receivable (net of allowance
for uncollectibles) 994,144 309,712 1,399,263 2,703,119
Advances to other funds - - - -
Inventory 116,258 - - 116,258
Total Current Assets 8,820,344 1,719,522 2,373,058 12,912,924
Noncurrent assets
Restricted cash, cash equivalents, and
investments:
Customer deposits 1,069,060 - - 1,069,060
Total Restricted Assets 1,069,060 - - 1,069,060
Capital assets:
Land 937,829 503,538 - 1,441,367
Buildings 5,523,533 80,501 558,423 6,162,457
Improvements 408,603 2,610,608 36,879 3,056,090
Infrastructure 46,060,976 15,342 - 46,076,318
Equipment 2,137,885 - 364,477 2,502,362
Construction in progress 1,081,588 - - 1,081,588
Less allowance for depreciation (29,908,308) (1,851,545) (647,471) (32,407,324)
Total Capital Assets (Net) 26,242,106 1,358,444 312,308 27,912,858
Total Noncurrent Assets 27,311,166 1,358,444 312,308 28,981,918

Total Assets $ 36,131,510 $ 3,077966 § 2,685366 $ 41,894,842

Deferred Outflows of Resources
Deferred charge on refunding $ 800,993 § 3577  §$ - 3 804,570

See Notes to Financial Statements.
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Governmental
Activities

Internal
Service

$ 1,761,899

16,670
17,652
32,029

1,828,250

7,754

3,602,871

(2,397,828)
1,212,797
1,212,797

$ 3,041,047
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CITY OF ALVIN, TEXAS

STATEMENT OF NET POSITION (Page 2 of 2)
PROPRIETARY FUNDS

September 30, 2014

Business-Type Activities

Emergency
Water and Medical
Sewer Sanitation Services Total
Liabilities and Net Position
Current Liabilities
Accounts payable and accrued liabilities $ 125,125  $ 190,850 $ 31,844 $ 347,819
Accrued interest payable 135,342 1,291 737 137,370
Bonds payable - current 1,421,957 25,338 4,883 1,452,178
Compensated absences 53,123 - 14,497 67,620
Total Current Liabilities 1,735,547 217,479 51,961 2,004,987
Current Liabilities Payable From Restricted Assets
Customer deposits 1,069,060 - - 1,069,060
Total Current Liabilities Payable
From Restricted Assets 1,069,060 - - 1,069,060
Noncurrent liabilities
Bonds payable, net of deferred charges 13,706,393 99,685 121,648 13,927,726
Advances from other funds - - 17,652 17,652
Compensated absences 5,903 - 1,611 7,514
Net pension obligation 162,151 - 147,326 309,477
Total Noncurrent Liabilities 13,874,447 99,685 288,237 14,262,369
Total Liabilities 16,679,054 317,164 340,198 17,336,416
v Net Position
Net investment in capital assets 12,418,772 1,236,998 185,777 13,841,547
Unrestricted net position 7,834,677 1,527,381 2,159,391 11,521,449

Total Net Position $ 20,253,449 $ 2,764,379 $ 2,345,168 § 25,362,996

See Notes to Financial Statements.
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Governmental

Activities

Internal
Service

$ 32,338

9,080

41,418

1,009
29,846

30,855

72,273

1,212,797

1,755,977

$ 2,968,774
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CITY OF ALVIN, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS

For the Year Ended September 30, 2014

Operating Revenues
Water service

Sewer service

Sanitation service
Emergency medical service
Charges for services

Other revenue

Total Operating Revenues

Operating Expenses
Water service
Sewer service
Sanitation service
Emergency medical service
Personnel services

Supplies
Depreciation

Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses)

Intergovernmental
Gain on sale of capital assets
Investment revenue
Interest and fiscal agent fees
Total Nonoperating Revennes (Expenses)
Income (Loss) Before Contributions and Transfers
Capital contribution
Transfers in
Transfers (out)
Total Contributions and Transfers
Change in Net Position
Beginning net position

Ending Net Position

See Notes to Financial Statements.

Business-Type Activities

Emergency
Water and Medical
Sewer Sanitation Services Total

3,279,809 - $ - § 3,279,809
3,459,687 - - 3,459,687
- 2,547,806 - 2,547,806

- - 1,340,390 1,340,390

373,020 894 9,095 383,009
7,112,516 2,548,700 1,349,485 11,010,701
1,367,142 - - 1,367,142
2,148,810 - - 2,148,810
- 2,105,603 - 2,105,603

- - 1,623,074 1,623,074

1,369,253 40,944 28,605 1,438,802
4,885,205 2,146,547 1,651,679 8,683,431
2,227,311 402,153 (302,194) 2,327,270
- - 230,308 230,308

15,000 - - 15,000
11,835 1,763 1,565 15,163
(501,303) (3,729) (4,602) (509,634)
(474,468) (1,966) 227,271 (249,163)
1,752,843 400,187 (74,923) 2,078,107
868,117 - - 868,117
69,635 - - 69,635
(649,910) (223,348) (54,464) (927,722)
287,842 (223,348) (54,464) 10,030
2,040,685 176,839 (129,387) 2,088,137
18,212,764 2,587,540 2,474,555 23,274,859
20,253,449 2,764379 $ 2345168 $ 25,362,996
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Internal
Service

$ -

1,103,122

426,116

1,529,238

225,867
821,614

159,653

1,207,134

322,104

11,537
1,519

13,056

335,160

335,160
2,633,614

$ 2,968,774
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CITY OF ALVIN, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS (Page 1 of 2)

For the Year Ended September 30, 2014

Cash Flows from Operating Activities
Receipts from customers and users
Payments to suppliers
Payments to employees

Net Cash Provided by Operating Activities

Cash Flows from Noncapital Financing Activities
Transfers from other funds
Transfer to other funds
Interfund loan payments
Interest paid on interfund loan
Subsidy from federal grant
Net Cash Provided (Used) by Noncapital
Financing Activities

Cash Flows from Capital and Related
“ Financing Activities
Acquisition and construction of capital assets
Proceeds from sale of capital assets
Interest and fiscal agent fees paid
Principal paid on capital debt
Net Cash (Used) by Capital
and Related Financing Activities

Cash Flows from Investing Activities
Proceeds from sale of investments
Purchase of investments
Interest on investments

Net Cash Provided (Used)

by Investing Activities

Net Increase in Cash and Equity
in Pooled Cash and Investments

Beginning cash and equity in pooled cash
and investments
Ending Cash and Equity in
Pooled Cash and Investments

Ending Cash and Equity in Pooled Cash
and Investments:
Unrestricted cash and equity in pooled cash
and investments
Restricted cash and equity in pooled cash
and investments

See Notes to Financial Statements.

Business-Type Activities-Enterprise Funds

Emergency
Water and Medical

Sewer Sanitation Services Total
$ 7,053,876 $ 2516882 § 1,632,631 § 11,203,389
(1,767,662) (2,099,204) (444,955) (4,311,821)
(1,760,189) - (1,165,335) (2,925,524)
3,526,025 417,678 22,341 3,966,044
69,635 - - 69,635
(649,910) (223,348) (54,464) (927,722)
- - (30,065) (30,065)
- - (4,617) 4,617)
- - 230,308 230,308
(580,275) (223,348) 141,162 (662,461)
(899,231) - - (899,231)
15,000 - - 15,000
(482,226) (3,729) 15 (485,940)
(1,334,187) (25,418) (3,488) (1,363,093)
(2,700,644) (29,147) (3,473) (2,733,264)
321,875 - - 321,875
(499,495) - - (499,495)
11,835 1,763 1,565 15,163
(165,785) 1,763 1,565 (162,457)
79,321 166,946 161,595 407,862
8,200,186 1,242,864 812,200 10,255,250
$ 8279507 $ 1409810 § 973,795 $ 10,663,112
$ 7210447 $ 1,409,810 § 973,795 $ 9,594,052
1,069,060 - - 1,069,060
$ 8279507 $ 1409810 § 973,795 § 10,663,112
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Governmental
Activities

Internal
Service

$ 1,566,247
(835,425)

(226,243)
504,579

30,065
98

30,163

(469,225)
11,537

_ (457,688)

1,421
1,421

78,475

1,683,424

$ 1,761,899

$ 1,761,899

$ 1,761,899
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CITY OF ALVIN, TEXAS

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS (Page 2 of 2)

For the Year Ended September 30, 2014

Business-Type Activities-Enterprise Funds

Emergency
Water and Medical
Sewer Sanitation Services Total

Reconciliation of Operating Income (Loss)
to Net Cash Provided (Used) by Operating Activities
Operating income (loss) $ 2227311 $ 402,153 § (302,194) $ 2,327,270
Adjustments to reconcile operating income
(loss) to net cash provided by
operating activities:
Depreciation 1,369,253 40,944 28,605 1,438,802
Changes in Operating Assets and Liabilities:
(Increase) Decrease in Current Assets:

Accounts receivable (94,960) (31,818) 283,146 156,368
Inventories (52,150) - - (52,150)
Increase (Decrease) in Current Liabilities:

Accounts payable 55,424 6,640 (2,216) 59,848
Accrued interest payable (35,410) (241) (14) (35,665)
Compensated absences 9,734 - 6,332 16,066
Customer deposits 36,320 - - 36,320
Net pension obligation 10,503 - 8,682 19,185

Net Cash Provided by

Operating Activities §$ 3,526,025 § 417,678  $ 22,341  § 3,966,044

Noncash investing, capital, and
financing activities:
Capital contribution $ 868,117 § - 8 - 3 868,117

See Notes to Financial Statements.
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Internal
Service

$ 322,104

159,653

28,654

6,897
(13,811)
(376)

1,458

$ 504,579
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CITY OF ALVIN, TEXAS

NOTES TO FINANCIAL STATEMENTS
For the Year Ended September 30, 2014

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The City of Alvin, Texas (the “City”) was incorporated on July 25, 1893 and adopted the “Home
Rule Charter” on February 23, 1963, pursuant to the laws of the State of Texas, which provide for a
Council-Manager form of government.

The City Council is the principal legislative body of the City. The City Manager is appointed by a
majority vote of the City Council and is responsible to the Council for the administration of all the
affairs of the City. The City Manager is responsible for the appointment and removal of department
directors and employees, supervision and control of all City departments, and preparation of the
annual budget.

The City provides the following services: public safety to include police and fire services,
municipal court, drainage, building and code inspection, planning, engineering, street repair and
maintenance, park maintenance, recreational activities for citizens, 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. As required by generally accepted
accounting principles, these basic financial statements have been prepared based on considerations
regarding the potential for inclusion of other entities, organizations, or functions as part of the City’s
financial reporting entity. The three tax increment reinvestment zones, although legally separate,
are considered part of the reporting entity. The Kendall Lakes Redevelopment Authority, although
legally separate, is considered part of the reporting unit. No other entities, organizations, or
functions have been included as part of the City’s reporting entity. Additionally, as the City is
considered a primary government for financial reporting purposes, its activities are not considered a
part of any other governmental or other type of reporting entity.

Considerations regarding the potential for inclusion of other entities, organizations, or functions in
the City’s financial reporting entity are based on criteria prescribed by generally accepted
accounting principles. These same criteria are evaluated in considering whether the City is a part of
any other governmental or other type of reporting entity. The overriding elements associated with
prescribed criteria considered in determining that the City’s financial reporting entity status is that
of a primary government are that it has a separately elected governing body, it is legally separate,
and it is fiscally independent of other state and local governments. Additionally, prescribed criteria
under generally accepted accounting principles include considerations pertaining to organizations
for which the primary government is financially accountable and considerations pertaining to
organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity’s financial statements to be
misleading or incomplete.

Blended Component Units

Tax Increment Reinvestment Zone Number One

During fiscal year 2003, the City passed ordinances creating a tax increment reinvestment zone
(“TIRZ No. 1) in accordance with Section 311.005 of the Texas Tax Code. This entity was created
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to provide the financing and management tool needed to facilitate development of commercial and
residential sites. The TIRZ No. 1 is managed by an 11-member Board of Directors, of which the
City Council appoints eight members and the remaining members are appointed by taxing units
levying taxes within TIRZ No. 1. Under this arrangement, increases in property taxes will be
utilized to pay for certain infrastructure costs. As the developer of the commercial and residential
sites completes infrastructure improvements within the TIRZ No. 1, the City takes title to the
infrastructure and the TIRZ No. 1 is responsible for reimbursing the developer for the infrastructure
costs.

Tax Increment Reinvestment Zone Number Two

During fiscal year 2004, the City passed an ordinance creating a tax increment reinvestment zone
(“TIRZ No. 2”), in accordance with Section 311.005 of the Texas Tax Code. The entity was created
to provide the financing and management tool needed to facilitate’ development of the Kendall
Lakes area. The TIRZ No. 2 is managed by a 12-member Board of Directors, of which the City
Council appoints eight members and the remaining members are appointed by taxing units levying
taxes within TIRZ No. 2. Under this arrangement, increases in property taxes will be utilized to pay
for certain infrastructure costs. As the developer of the Kendall Lakes area completes infrastructure
improvements within the TIRZ No. 2, the City takes title to the infrastructure and the TIRZ No. 2 is
responsible for reimbursing the developer for the infrastructure costs.

Tax Increment Reinvestment Zone Number Three

During fiscal year 2006, the City passed an ordinance creating a tax increment reinvestment zone
(“TIRZ No. 3”), in accordance with Section 311.005 of the Texas Tax Code. This entity was
created to provide the financing and management tool needed to facilitate development of the
Savannah Plantation area. The TIRZ No. 3 is managed by an 11-member Board of Directors, of
which the City Council appoints eight members and the remaining members are appointed by taxing
units levying taxes within TIRZ No. 3. Under this arrangement, increases in property taxes will be
utilized to pay for certain infrastructure costs. As the developer of the Savannah Plantation area
completes infrastructure improvements within the TIRZ No. 3, the City takes title to the
infrastructure and the TIRZ No. 3 is responsible for reimbursing the developer for the infrastructure
costs.

Kendall Lakes TIRZ Redevelopment Authority

During fiscal year 2006, the City authorized the creation of the Kendall Lakes TIRZ Redevelopment
Authority (the “Authority”), a public not-for-profit local government corporation organized and
existing under the laws of the State of Texas. The Authority was created to aid, assist, and act on
behalf of the City in performance of the City’s governmental and proprietary functions with respect
to the common good and general welfare of TIRZ No. 2, including promoting, developing,
encouraging and maintaining housing, employment, commerce and economic development of the
Kendall Lakes Area. The Authority Board is comprised of the same members that make up the
Board for TIRZ No. 2. In the event of dissolution, all assets are to be turned over to the City for
deposit into the TIRZ No. 2 fund unless City Council shall otherwise direct for a public purpose.
- The City, TIRZ No. 2, and the Authority entered into an agreement (the “Agreement”) authorizing
the Authority to provide management and administrative functions for TIRZ No. 2, including aiding
and assisting the City and TIRZ No. 2 (1) in preparation and implementation of a project plan and
reinvestment zone financing plan and (2) in the development and implementation of a
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redevelopment policy for the Kendall Lakes area, including acquisition of land, installation of
infrastructure, and related public improvements. The City and TIRZ No. 2 will pay for the

Authority’s activities performed pursuant to the Agreement from tax increments realized in TIRZ
No. 2.

B. Government-Wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of
Activities) report information on all of the activities of the primary government. Governmental
activities, which normally are supported by taxes, intergovernmental revenues, and other
nonexchange transactions, are reported separately from business-type activities, which rely to a
significant extent on fees and charges to external customers for support.

C. Basis of Presentation-Government-Wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated.
The governmental activities column incorporates data from governmental funds and internal service
funds, while business-type activities incorporate data from the City’s enterprise funds. Separate
financial statements are provided for governmental funds and proprietary funds.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments in lieu of taxes where the amounts
are reasonably equivalent in value to the interfund services provided and other charges between the
City’s water and wastewater functions and various other functions of the City. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

D. Basis of Presentation — Fund Financial Statements

The fund financial statements provide information about the City’s funds. Separate statements for
each fund category — governmental and proprietary — are presented. The emphasis of fund financial
statements is on major governmental and enterprise funds, each displayed in a separate column. All
remaining governmental and enterprise funds are aggregated and reported as nonmajor funds.

The City reports the following governmental funds:

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, public safety, public services, community services, and culture, parks, and
recreation.

The special revenue funds are used to account for proceeds of specific revenue sources that are
legally restricted to expenditures for specified purposes. The special revenue funds include
hotel/motel fund, special investigation fund, municipal court building security fund, municipal
court technology fund, juvenile case manager fund, park dedication fund, donation fund, senior
fund, Comcast PEG fees fund, TIRZ No. 1 fund, TIRZ No. 2 fund, TIRZ No. 3 fund, Kendall
Lakes TIRZ Redevelopment Authority fund, and the CDBG disaster recovery fund. The special
revenue funds are considered nonmajor funds for reporting purposes.
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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 the City. The primary source of revenue for debt
service is local property taxes. The debt service fund is considered a nonmajor fund for
reporting purposes, but the City has elected to present it as major due to its significance.

The capital projects funds are used to account for the expenditures of resources accumulated
from sales tax revenues and the sale of bonds and related interest earnings for capital
improvement projects. The sales tax capital projects fund is considered major while the bond
capital projects fund and tax note capital projects fund are considered nonmajor funds for
reporting purposes.

Permanent funds are governmental funds which are used to report resources that are legally
restricted to the extent that only earnings, and not principal, may be used for purposes that
support the reporting government’s programs. The cemetery fund is considered a nonmajor fund
for reporting purposes.

The City reports the following enterprise funds:

The enterprise funds are used to account for the operations that provide water and wastewater
collection, wastewater treatment operations, solid waste collection and disposal, and emergency
medical services. The services are financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that the costs (expenses including
depreciation) of providing goods or services to the general public on a continuing basis will be
financed or recovered primarily through user charges. The water and sewer fund, sanitation
fund, and emergency medical services fund are considered major funds for reporting purposes.

Additionally, the City reports the following fund type:

Internal service funds account for services provided to other departments or agencies of the
government, or to other governments, on a cost reimbursement basis. The central shop fund is
used to account for maintenance services. The vehicle replacement fund is used for the
replacement of vehicles. The computer replacement fund is used to account for computer
replacement services. The IT maintenance fund is used to account for maintenance services.

During the course of operations, the City has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/to other funds and advances
to/from other funds. While these balances are reported in fund financial statements, certain
eliminations are made in the preparation of the government-wide financial statements. Balances
between the funds included in governmental activities (i.e., the governmental and internal service
funds) are eliminated so that only the net amount is included as internal balances in the
governmental activities column. Similarly, balances between the funds included in business-type
activities (i.e., the enterprise funds) are eliminated so that only the net amount is included as internal
balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In
fund financial statements, these amounts are reported at gross amounts as transfers in/out. While
reported in fund financial statements, certain eliminations are made in the preparation of the
government-wide financial statements. Transfers between the funds included in governmental
activities are eliminated so that only the net amount is included as transfers in the governmental
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activities column. Similarly, balances between the funds included in business-type activities are
eliminated so that only the net amount is included as internal balances in the business-type activities
column.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement
focus and basis of accounting. Measurement focus indicates the type of resources being measured
such as current financial resources or economic resources. The basis of accounting indicates the
timing of transactions or events for recognition in the financial statements.

The government-wide and proprietary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

The 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 City considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.
General capital asset acquisitions are reported as expenditures in governmental funds. Issuance of
long-term debt and acquisitions under capital leases are reported as other financing sources.

Property taxes, sales taxes, franchise taxes, licenses, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. Entitlements are recorded as revenues when all eligibility requirements are
met, including any time requirements, and the amount is received during the period or within the
availability period for this revenue source (within 60 days of year end). Expenditure-driven grants
are recognized as revenue when the qualifying expenditures have been incurred and all other
eligibility requirements have been met, and the amount is received during the period or within the
availability period for this revenue source (within 60 days of year end). All other revenue items are
considered to be measurable and available only when cash is received by the City.

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

1. Cash and Cash Equivalents

The City maintains pooled cash and investment accounts. Each fund whose monies are deposited in
the pooled cash and investment accounts has equity therein, and interest earned on the investment of
these monies is allocated based upon relative equity at the previous month end. Amounts on deposit

in interest bearing accounts and other investments are displayed on the combined balance sheet as
“cash and equity in pooled cash and investments.”
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2. Investments

In accordance with GASB Statement No. 31, Adccounting 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 TexPool, 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, Texas Government Code. In summary, the City is
authorized to invest in the following:

Direct obligations of the U.S. government

Money market mutual funds that meet certain criteria
Statewide investment pools

Certificates of deposit that meet certain criteria

3. Inventories and Prepaid Items

Inventories are recorded in the general and enterprise funds, and are stated at cost using the first-in,
first-out method. Inventories conmsist of expendable supplies held for consumption. The
consumption method is used to recognize expenditures.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide and fund financial statements.

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. In accordance with GASB
Statement No. 34, infrastructure has been capitalized retroactively. Capital assets are defined by the
City as assets with an initial, individual cost of more than $10,000 and an estimated useful life in
excess of four years. 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.

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.
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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
Buildings 20 to 50 years
Improvements 4 to 50 years
Equipment 4 to 10 years
Water and sewer system 20 to 30 years
Infrastructure 40 to 50 years

5. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial 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. The City only has one
item that qualifies for reporting in this category. It is the 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 financial 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 City 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 property taxes. This
amount is deferred and recognized as an inflow of resources in the period that the amount becomes
available. '

6. Compensated Empldyee Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation and
compensatory time. The City records vacation as it accrues up to a maximum of 240 hours for all
employees hired after October 1, 1998. Employees hired prior to October 1, 1998 are allowed to
carry over vacation time (“old vacation”) accumulated prior to October 1, 1998, plus vacation
accumulated after October 1, 1998 up to the maximum of 240 hours plus the old vacation time. The
estimated amount of compensation for services provided that is expected to be liquidated with
expendable, available financial resources is reported as an expenditure and a fund liability of the
governmental fund that will pay it when it matures or becomes due. Amounts of vested or
accumulated vacation leave that are not expected to be liquidated with expendable, available
financial resources are maintained separately and represent a reconciling item between the fund and
government-wide presentations.

7. Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
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applicable governmental activities, business-type activities, or proprietary fund type Statement of
Net Position. Bond premiums and discounts, as well as 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.

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

The property tax rate is allocated each year between the general and debt service funds. The full
amount estimated to be required for debt service on general obligation debt is provided by the tax
along with the interest earned in the debt service fund. Although a portion of the general obligation
debt was directly related to the purchase of water and sewer infrastructure, the debt service
expenditures are included in the governmental fund financial statements as they are expected to be
paid from debt service tax revenues instead of water system revenues.

Assets acquired under the terms of a capital lease 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 applicable 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.

8. Net Position Flow Assumption

Sometimes the City 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 City’s policy to consider restricted net position to have been
depleted before unrestricted net position is applied.

9. Fund Balance Flow Assumptions

Sometimes the City 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 City’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.
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10. Fund Balance Policies

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

Nonspendable fund balance represents amounts that cannot be spent because they are either in
nonspendable form (such as inventory or prepaid insurance) or are legally required to remain intact
(such as notes receivable or principal of a permanent fund).

Restricted fund balance represents amounts that are constrained by external parties, constitutional
provisions, or by enabling legislation.

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the City’s highest level of decision-making authority. The
City Council is the highest level of decision-making authority for the City 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 City for specific
purposes but do not meet the criteria to be classified as committed. The City Council may also
assign fund balance as it does when appropriating fund balance to cover a gap between estimated
revenue and appropriations 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.

By resolution, the Council has also authorized the City Manager and/or Finance Director as the
officials authorized to assign fund balance to a specific purpose as approved by the City’s fund
balance policy. Assignments of fund balance by the City Manager and Finance Director do not
require formal action by the City Council.

The City strives to maintain an unassigned fund balance of not less than 25 percent of the budgeted
operational expenditures in all City funds. The purpose of the unassigned balance is to alleviate
significant unanticipated budget shortfalls and to ensure the orderly provisions of services to
citizens. Should unassigned fund balance fall below the goal or have a deficiency, the City will
seek to reduce expenditures prior to increasing revenues to replenish fund balance within a
reasonable timeframe.

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.
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G. Revenues and Expenditures/Expenses
1. Program Revenues

Amounts reported as program revenues include 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function or segment
and 2) grants and contributions (including special assessments) that are restricted to meeting the
operational or capital requirements of a particular function or segment. All taxes, including those
dedicated for specific purposes, and other internally dedicated resources are reported as general
revenues rather than as program revenues.

2. Property Taxes

Property taxes are levied during October of each year and are due upon receipt of the City’s tax bill.
Taxes become delinquent, with an enforceable lien on property, on February 1 of the following year.

3. Proprietary Funds Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the enterprise fund and internal service fund are charges to customers for sales and
services. The enterprise fund also recognizes as operating revenue the portion of tap fees intended to
recover the cost of connecting new customers to the system. Operating expenses for the enterprise
fund and internal service fund include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting principles except the
capital projects funds, which adopt a project length budget. 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 charter in the
approved budget is the department level. The City Manager may transfer appropriations within a
department without seeking the approval of City Council. Appropriations lapse at the end of the year,
excluding capital project budgets. Supplemental budget appropriations were made for the year ended. The
hotel/motel fund, special investigation fund, municipal court building security fund, municipal court
technology fund, donation fund, juvenile case manager fund, senior fund, Comcast PEG fees fund, TIRZ
No. 2 fund, and the Kendall Lakes TIRZ Redevelopment Authority fund are all special revenue funds that
have adopted budgets. The cemetery fund is a permanent fund that has an adopted budget.

Encumbrances represent the estimated amount of expenditures ultimately to result when unperformed

contracts (in progress at year-end) are completed. Such encumbrances do not constitute expenditures or
liabilities because the commitments will be reappropriated and honored during the subsequent year.
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III. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments

As of September 30, 2014, the City had the following investments:

Weighted Average
Investment Type Fair Value Maturity (Years)
Certificates of deposit $ 1,245,791 1.18
U.S. agencies 1,774,976 0.00
TexPool 10,235,651 0.00
TexSTAR 2,313,757 0.00
Total Fair Value § 15,570,175
Portfolio weighted average maturity 0.10

Interest rate risk. In accordance with its investment policy, the City manages its exposure to
declines in fair values by structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations and invest operating funds primarily in short-term securities.

Credit risk. The City’s investment policy limits investments in public fund investment pools rated
as to investment quality not less than “AAA” or “AAA-m”, or at an equivalent rating by at least one
nationally recognized rating service. Investments in SEC registered and regulated money market
mutual funds must have an investment quality not less than “AAA-", or at an equivalent rating by at
least one nationally recognized rating service. As of September 30, 2014, the City’s investment in
TexPool and TexSTAR was rated “AAAm” by Standard & Poor’s. All other investments are
guaranteed (either express or implied) by the full faith and credit of the United States government or
the issuing U.S. agency. More specifically, the U.S. agency securities held by the City as of
September 30, 2014 consist of a variety of bonds and discount notes issued by the Federal Home
Loan Bank, Federal Home Loan Mortgage Corporation, and the Federal Farm Credit Bank. These

investments are not rated less than “AAA” by both Moody’s and Standard & Poor’s.

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. The City’s investment policy requires funds on
deposit at the depository bank to be collateralized by securities. As of September 30, 2014, market

values of pledged securities were $11,355,252 and bank balances were $10,682,361.

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.
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TexPool

TexPool was established as a trust company with the Treasurer of the State of Texas as trustee,
segregated from all other trustees, investments, and activities of the trust company. The State
Comptroller of Public Accounts exercises oversight responsibility over TexPool. Oversight includes
the ability to significantly influence operations, designation of management, and accountability for
fiscal matters. Additionally, the State Comptroller has established an advisory board composed of
both participants in TexPool and other persons who do not have a business relationship with
TexPool. The advisory board members review the investment policy and management fee structure.
Finally, Standard & Poor’s rate TexPool “AAAm™. As a requirement to maintain the rating, weekly
portfolio information must be submitted to Standard & Poor’s, as well as to the office of the
Comptroller of Public Accounts for review.

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.
Finally, Standard and Poor’s rate TexSTAR “AAAm”,

TexPool and TexSTAR operate in a manner consistent with the SEC’s Rule 2a7 of the Investment
Company Act of 1940. TexPool and TexSTAR use amortized cost rather than market value to
report net assets to compute share prices. Accordingly, the fair value of the position in TexPool and
TexSTAR are the same as the value of TexPool and TexSTAR shares.
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B. Receivables
The following comprise receivable balances at year end:

Governmental Funds

Sales Tax
Debt Capital
General Service Projects Nonmajor Total

Property taxes $ 471,457 § 108,639 § - $ - 8 580,096

Sales taxes 362,424 - 724,631 - 1,087,055

Franchise taxes 371,469 - - - 371,469

Other taxes - - - 63,829 63,829

Intergovernmental 404,289 - 325,816 519,235 1,249,340

Accounts receivable 28,568 623 350 14,660 44,201

Other receivables 852 - 1,334 - 2,186

Less allowance (161,032) (40,483) - - (201,515)
$ 1,478,027 $ 68,779 § 1,052,131 § 597,724 $§ 3,196,661
Proprietary Funds
Total

Water and Enterprise Internal

Sewer Sanitation EMS Funds Service
Intergovernmental $ 172,527  $ 3,672 § 37,271 $ 213,470 § 16,670
Accounts receivable 833,457 306,078 2,244,144 3,383,679 -
Other receivables 457 - 125,735 126,192 -
Less allowance (12,297) (38) (1,007,887) (1,020,222) -
$ 994,144  § 309,712 § 1,399,263 § 2,703,119 § 16,670

65



CITY OF ALVIN, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2014

C. Capital Assets

A summary of changes in capital assets for the year end is as follows:

Primary Government

Beginning (Decreases)/ Ending
Balance Increases Reclassifications Balance
Governmental Activities:
Capital assets not being depreciated:
Land $ 4,279,419 § 326,588  $ - 8 4,606,007
Construction in progress 1,455,675 1,920,260 (3,172,690) 203,245
Total capital assets not
being depreciated 5,735,094 2,246,848 (3,172,690) 4,809,252
Other capital assets:
Buildings 11,282,702 2,468,776 - 13,751,478
Infrastructure 32,288,166 890,825 - 33,178,991
Improvements other than buildings 5,599,870 509,341 - 6,109,211
Machinery and equipment 12,162,098 2,257,533 (112,776) 14,306,855
Total other capital assets 61,332,836 6,126,475 (112,776) 67,346,535
Less accumulated depreciation for:
Buildings (7,360,190) (639,649) - (7,999,839)
Infrastructure (14,511,792) (553,439) - (15,065,231)
Improvements othe