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CITY OF LA PORTE FISCAL AFFAIRS COMMITTEE
MEETING AGENDA

Notice is hereby given of a meeting of the City of La Porte Fiscal Affairs Committee to be held on
March 23, 2015, in the City Hall Council Chambers, 604 W. Fairmont Parkway, La Porte, Texas,
beginning at 5:00 PM regarding the items of business according to the agenda listed below:

1. Call to order

2. Consider approval of minutes of the January 26, 2015, meeting of the Fiscal Affairs Committee - P.
Fogarty

3. Receive presentation of the 2014 Comprehensive Annual Financial (CAFR) Report - M. Dolby

4. Discuss audit contract renewal - M. Dolby

5. Set date for next meeting — M. Dolby

6. Administrative Reports — C. Alexander

7. Committee Comments regarding matters appearing on agenda — Committee members Engelken,

Leonard, Moser, and Martin
8. Adjourn

In compliance with the Americans with Disabilities Act, the City of La Porte will provide for reasonable
accommodations for persons attending public meetings. To better serve attendees, requests should be received
24 hours prior to the meetings. Please contact Patrice Fogarty, City Secretary, at 281.470.5019.

CERTIFICATION
| certify that a copy of the March 23, 2015, agenda of items to be considered by the Fiscal Affairs Committee was placed
on the City Hall Bulletin Board on March 17, 2015.

Patrice Fogarty, City Secretary
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MINUTES OF MEETING OF FISCAL AFFAIRS COMMITTEE
JANUARY 26, 2015

The Fiscal Affairs Committee met on January 26, 2015, at 4:45 p.m., in the La Porte City Hall Council
Chambers, 604 West Fairmont Parkway, La Porte, Texas, to consider the following items of business:

1. Call to Order

Chairman Chuck Engelken called the meeting to order at 4:46 p.m. Present were: Committee
Members Tommy Moser and Daryl Leonard, and Alternate Member 1 Jay Martin and Alternate Member
2 Dottie Kaminski. Also present: City Secretary Patrice Fogarty, City Manager Corby Alexander,
Finance Director Michael Dolby, Treasurer Shelley Wolny, Controller Phyllis Rinehart, and Purchasing
Manager Cherell Daeumer.

2. Consider approval of Minutes of the October 27, 2014, meeting of the Fiscal Affairs Committee —
P. Fogarty

Committee Member Leonard moved to approve the minutes of the October 27, 2014, meeting.
Committee Member Moser seconded. MOTION PASSED.

Ayes: Chairman Engelken, Committee Members Leonard and Moser
Nays: None
Absent: None

Alternates members do not vote unless taking the place of an absent Committee member, in which case Alt. 1
bumps up to member status. If two Committee members are absent, Alt. 2 bumps up, as well. They are then
authorized to vote.

3. Receive and review First Quarter (FY2015) Investment Report — M. Dolby
Treasurer Shelley Wolny presented the First Quarter (FY2015) Investment Report.
Committee Member Moser questioned if the $13,184,497 Operating Account Balance is part of the
$57,472,237 for the Investment Maturity Schedule as of December 31, 2014. Treasurer Shelley Wolny

responded no.

4. Receive and review month of September, October and November (FY2014) Purchasing Card
Expenditures — M. Dolby

Purchasing Manager Cherell Daeumer presented the months of September, October and November
(FY2014) Purchasing Card Expenditures.
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Committee Member Moser questioned if the City is being reimbursed for services for the WCA Waste
Company services for dumpster pick up at Pelican Bay and Bay Point Townhomes. Finance Director
Michael Dolby advised he will verify and advise the committee. Committee Member Moser then
questioned the type of vendor for G&K Services. Purchasing Manager Cherell Daeumer responded
rental and cleaning for uniforms.

Set date for next meeting — M. Dolby

The Committee set March 23, 2015, at 5:00 p.m., as the date and time for the next meeting. Finance
Director Michael Dolby advised the 2014 Audit Report will be presented at this meeting.

Administrative Reports — C. Alexander
There were no Administrative Reports.

Committee Comments — Matters appearing on agenda; Recognition of community members, city
employees, and upcoming events; Inquiry of staff regarding specific factual information or existing

policy.

There were no Committee comments.

. Adjourn

There being no further business, the meeting was adjourned at 4:58 p.m.

Respectfully submitted,

Patrice Fogarty, City Secretary

Passed and approved on the day of , 2015.

Chairman Chuck Engelken
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REQUEST FOR FISCAL AFFAIRS COMMITTEE AGENDA ITEM

Agenda Date Requested: March 23, 2015 Appropriation
i i S f Funds:
Requested By: Mlchael Dolby, Director of ource of Fun
Fiance Account Number:
Department: Finance Amount Budgeted:
Report: (& Resolution: ' Ordinance: € Amount Requested:
) i

Exhibits: Budgeted Item: YES NO

1. FY 2014 Comprehensive Annual Financial

Report

SUMMARY & RECOMMENDATIONS

In accordance with the city charter, the 2014 audit report will be presented to Council by the external auditors
Whitley Penn. The audit report provides the City with reasonable assurance that the financial statements are free
of material misstatements. The auditors designed tests that provide evidence that the financial statements conform
to the highest level of accounting standards. The City of La Porte received an unqualified (clean) opinion from the
auditors and no management comments.

The City of La Porte has won an award for excellence in financial reporting from the Government Finance
Officers Association for thirty-three consecutive years.

Action Required by the Fiscal Affairs Committee:

Receive presentation.
Approved for Fiscal Affairs Committee Agenda

Corby D. Alexander, City Manager Date
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City of La Porte Finance Department

Established 1892 Michael. G. Dolby, Director

March 9, 2015

To the Honorable Mayor,
Members of City Council, and
Citizens of the City of La Porte, Texas:

The Finance Department and City Manager's Office are pleased to submit the Comprehensive Annual
Financial Report for the City of La Porte, Texas for the fiscal year ended September 30, 2014. This report
is published to provide the City Council, City staff, our citizens, our bondholders and other interested
parties with detailed information concerning the financial condition and activities of the City government.
This report consists of management's representations concerning the finances of the City of La Porte.
Consequently, management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide a reasonable basis for making these representations,
management of the City has established a comprehensive internal control framework that is designed both
to protect the government's assets from loss, theft or misuse and to compile sufficient reliable information
for the preparation of the City of La Porte's financial statements in conformity with GAAP. The cost of
internal controls should not outweigh their benefits, therefore the City of La Porte's comprehensive
framework of internal controls has been designed to provide reasonable rather than absolute assurance
that the financial statements will be free from material misstatement. As management, we assert that, to
the best of our knowledge and belief, this financial report is complete and reliable in al material respects.

The City of La Porte's financial statements have been audited by Whitley Penn, LLP, a firm of licensed
certified public accountants. The goal of the independent audit was to provide reasonable assurance that
the financia statements of the City of La Porte 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 amount 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 audit concluded, based upon the audit, that there was a reasonable basis for rendering an
unqualified opinion that the City of La Porte's financial statements for fiscal year ended September 30,
2014 are fairly presented in conformity with GAAP. The independent auditors report is presented as a
component of the financial section of this report.

The independent audit of the financial statements of the City of La Porte included a federally mandated
"Single Audit" designed to meet the special needs of federal grantor agencies. The standards governing
Single Audit engagements require the independent auditor to report not only on the fair presentation of
the financial statements, but also on the audited government's internal controls and compliance with legal
requirements, with special emphasis on internal controls and legal requirements involving the
administration of federal awards. These reports.are available in.the City of La Porte's separately issued
Single Audit Report. GAAP: requires-that management-provide a narrative introduction, overview and
analysis to accompany,/the basic financial statements in the form of '/Management's Discussion and
Anaysis (MD&A). This letter of transmittal is designed to complement MD& A and should be read in
conjunction with it. The City of La Porte's MD&A can be found immediately following the report of the
independent auditors.
|
604 W. Fairmont pur!(way m LaPorte, Texas 77571 m (281)470-5036 = www.iaportetx.gcw



Profile of the City

The City of La Porte, incorporated in 1892, is located in the southeast quadrant of Harris County and is
bounded on the north by the Houston ship channel, on the east by Galveston Bay and the south by the
Bayport channel. The City of La Porte currently encompasses 19 square miles and serves a population of
34,553.

The City is ahome rule city operating under the Council-Manager form of government. Policymaking and
legidlative authority are vested in a governing council consisting of the mayor and eight other members.
The city council is responsible, among other things, for passing ordinances, adopting the budget,
appointing committees and hiring the City Manager, City Secretary and Attorney. The City Manager is
responsible for carrying out the policies and ordinances of the City Council, for overseeing the day-to-day
operations of the City and for appointing the heads of various departments. The Council is elected on a
non-partisan basis. The Mayor and Council members serve three-year staggered terms. Six of the council
members are elected by district. The Mayor and the two remaining council members are elected at large.
The City of La Porte provides a full range of services, including police and fire protection, the
construction and maintenance of streets and other infrastructure and recreational activities and cultural
events. Certain services are provided through a legaly separate Water Authority, which functions, as a
blended component unit and in essence, is a department of the City of La Porte, and, therefore, has been
included as an integral part of the City of La Porte's financial statements. Additional information on the
Water Authority and other blended component units can be found in Note 1B. of the notes to the financial
statements. The City has established a Taxing Increment Reinvestment Zone one (the Zone). The zone is
presented as a blended component unit and is being reported as a governmental fund type (see Note 1B).
The City has aso established a section 4 B Sales Tax Corporation (see Note 1B). The City also has
established a Fire Control, Prevention and EMS District (see note 1B). The City's accounting records for
general governmental operations are maintained on modified accrual basis, with the revenues being
recorded when available and measurable and expenditures being recorded when the services or goods are
received and the liabilities are incurred. Accounting records for the City's utilities and other proprietary
activities are maintained on the accrual basis.

The annual budget serves as the foundation for the City of La Porte's financial planning and control.
Budgetary control has been established at the fund level. All agencies of the City of La Porte are required
to submit requests for appropriation to the City Manager on or before May 26 of each year. The City
Manager uses these requests as the starting point for developing a proposed budget. The City Manager
then presents this proposed budget to council for review prior to August. The council isrequired to hold a
public hearing on the proposed budget and to adopt afinal budget by no later than September 30th. The
appropriated budget is prepared by fund, function (e.g., public safety) and department (e.g., police). The
directors are given latitude to approve transfers of appropriations within a department. Transfers of
appropriations between funds, however require the specia approval of the city council. Budget-to-actual
comparisons are provided in financial reports for each individual governmental fund for which an
appropriated annual budget has been adopted. For the general fund, this comparison is presented on page
52 as part of the required supplementary information. For governmental funds, other than the general
fund, with appropriated annual budgets, this comparison is presented i n the governmental fund subsection
of this report, which starts on page 68. Formal budgetary integration is employed as a management
control device during the year for the General Fund and Enterprise Funds. Formal budget i ntegration is
not employed for the Debt Service and Capital Projects Funds because effective budgetary control is
aternatively achieved.through bond«indenture. provisions and.legally. binding construction contracts,
respectively.

Economic Condition

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City of La Porte operates.



L ocal Economy

The City of La Porte is located in the southeast quadrant of Harris County, which isa 1, 723 square mile
county isa

leading oil, gas and petrochemical areas. The County has more than 3,200 manufacturing plants, the
nation’s largest concentration of petrochemical plants, and the third largest United States seaport and is a
corporation management center. A significant part of the County’s maor employers, manufacturers,
education and financia institutions are located in Houston, the County seat. The Texas Medical Center,
located in Harris County, is one of the nation's largest, providing medical care and educational
opportunities. Higher education facilities include: University of Houston, Rice University, Texas
Southern University, St. Thomas University and Houston Baptist University, all offering full four- year as
well as postgraduate programs. The Lyndon B. Johnson Space Center is also located here. Located some
20 miles southeast of Houston on Galveston Bay in Harris County are the three communities that make up
the La Porte Bayshore Area: La Porte, Morgan's Point and Shoreacres. The area has a combined
population of approximately 40,000. Though much of the image of this area is industrial, the La Porte-
Bayshore areaiis till characterized by an expanse of resort homes.

Strategic Plan

e OQOverview

On October 27, 2012, the Mayor, City Council, City Manager and key staff of the City of La Porte
met together in aretreat planning session. The purpose of that meeting was to establish the Council’s
Strategic Plan for the next five years. A report was prepared outlining the City Council’s Mission,
Vision and Core Values, as well as six overal goas. Each goa had identified objectives and
strategies, with time lines for beginning and completing the goals.

On March 9, 2013, the City Manager and his key staff met. Their purpose was two-fold. First, staff
reviewed and discussed the Mission, Vision and Core Values developed by the City Council and
created Leadership Statements for the staff to follow to ensure their work is consistent with the
value of the City Council. Secondly, staff reviewed and clarified the goals, objectives and
strategies identified by the City Council; if necessary identify additional goals consistent with the
overall mission, vision and values, and establish the framework for an action plan. The result of
their work is documented in this report.

The Strategic Plan will provide a blueprint for action over the next five years. When developing the
annual budget, staff will be tasked with making sure that expenditures and programs further the
goals and Core Values stated in this document. This provides clear direction to the staff asto what
priorities are important to the Council and plans can be made accordingly to make sure that resources
are dlocated towards those ends. Additionally, this plan is an excellent communication tool that the
Council and the staff can use when speaking with residents and businesses. Many times, ad hoc
requests can derail longer-term plans. The Strategic Plan outlines a framework for receiving,
prioritizing, and budgeting for resident requests.

All participants, staff and Council, agreed to commit to the success of this plan. A plan only
becomes a useful and working document when all the participants (as a whole and as individuals)
make a commitment to.review it regularly, use it monthly, and modify it‘as needed. It is a tool that
can and should be used-regularly to track progress,~make notes of variations between
expectations and-actuals, of-timelines and expenses;to ‘help accomplish each goal, and to hold one
another accountabl e for updates and compl etion.



e Mission Statement

The Council reviewed and revised the Mission Statement & Vision Statement of the City and the
results are as follows:

The City of La Porte embraces our heritage, community values, and opportunities, while enhancing
the quality of lifefor our citizens

e \/ision Statement

To provide improved infrastructure, to drive economic growth, and to enhance quality of life for
our citizens.

® CoreValues

The City Council wanted to specify the core values under which the City and its staff function. Core
values are the general guidelines that establish the foundation for how an organization will operate.
Staff then discussed these value statements to define and gain an understanding of what those Core
Vaue meant to staff from a leadership perspective. Staff first discussed what the elements of each
Core Vaue represented, then prepared a Leadership Statement for each one.

Thefollowing are the Core Values of the City of La Porte:

» Health & Public Safety: City employees will ensure the heath and safety of our citizens
by providing and maintaining superior public infrastructure and public safety services.

» Integrity & Accountability: City employees will be open, honest and transparent, and be
accountable to the Council so that Council can be responsive to the citizens.

» Superior Customer Service: City employees will proactively provide superior customer service
in apositive and timely manner.

» Quality in everything we do: City employeeswill strive for superiority in al services we provide.

e Goal and Plan Development

During the Council Retreat in October 2012, six goals were developed by the Council, with staff
providing assistance to flesh out the objectives for each. In March 2013, the staff further added “meat
to the bone” to outline more specifically the actions that would be necessary to achieve the stated goals.
The development and implementation of the action plan will serve to provide Council a clear
understanding of how and when each of their goas will be accomplished. The action plan proposes to
do the following:

» ldentify ateam leader: Each Goa needs a champion who will lead the effort to accomplish the
goal and be held accountable for the action plan that is developed. A team leader for each goal
was assigned.:

» ldentify team members. Likewise each-goal’ needs a larger team, consisting of fellow staff from
across al departmental_lines where “appropriate,/to assist.in.the implementation process.

» ldentify partners. Each team should identify the partners, outside the city organization, who
can provide expertise and resources to accomplish the goal.

» Define action steps. Each objective needs defined action steps showing Council how the goal
will be accomplished. The action steps provide the basis for benchmarks.
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» Prepare a timeline. Timelines were prepared for each of the objectives. Staff will be asked
to review those timelines and recommend adjustments, one the action steps are better
defined.

The Council-identified goals are:

Improve Infrastructure

Preserve Heritage — to preserve the structure and amenities that make La Porte unique
Ensure that al departments and facilities are ready for any disaster

To encourage economic development/retail development

To provide Superior Customer Service

To revitalize blight/146

YVVVYVYVYYVY

In addition to the six Council-identified goals, it was agreed that key areas of city
government were not included in the goas identified by Council. Staff was tasked with
discussing other areas where they would establish goals and objectives and bring them to
Council for consideration and approva to include in the Strategic Plan. Several new
goals were identified and are proposed for Council consideration:

To provide and maintain superior public safety

Continue to improve the quality of life through recreational amenities

Create a Neighborhood Preservation Program

Provide diverse and timely communications that promote and influence a positive
public perception of LaPorte

VV VY

One critical component to ensuring that the elements of the Strategic Plan are being implemented is to
provide regular status reports to the City Council. Staff proposes quarterly written reports supplemented
by ora reports or action items for implementation that may be necessary in-between written
reports.

Infiscal year 2014, City staff appointed key department directors to carry out the major components of the
strategic plan. Staff developed a matrix that identifies target dates for completion of the components of the
strategic plan.

Relevant Financial Policy

City Council voted to adopt GASB 54 which resulted in the passage of a resolution that measures net
financial resources available to finance expenditures of future periods.

Major Initiatives

Public Works has identified mgor infrastructure improvements needed in the upcoming years,
consequently, we anticipate issuing up to $10 million in certificates of obligation in fiscal year 2015.

Long Term Planning

Given the current economy and-the uncertainty-of the next few years, the'City's existing financial position
remains strong. The City has incorporated several strategies to decrease the expenses to the City over the
next severa years. Rising costs of personnel and the related benefits have been a challenge to the City;
however, over the last few years, a healthy fund balance in the General Fund has allowed the City to
weather these rising costs.



The city of La Porte is experiencing significant commercial and residential development. Over the past 18
months, multiple restaurants and retail establishments have opened in the City. A large, 30,000 square
foot retail strip center opened and a new developer has begun another retail strip center devel opment with
an estimated value of $7 million.

Additionally, the housing market in the Houston area, which included La Porte, has seen a 10% growth in
the median price of homes. Residential development is underway at the City’s golf course, and a Senior
Housing Project with 180 units is expected. Sens Road is another area of proposed residential
development.

The Panama Cana expansion is bringing about a significant growth in warehouse operations and hotels.
The deepening and widening of the port is prompting expansion of the Barbour’s Cut terminal, which is
located in La Porte, and the Bayport Terminal, which is located 1 mile outside the city limits, to allow
receiving from super container ships. We are aso anticipating the opening of the Bayport Cruise terminal,
which is located only 1.5 miles from La Porte. The Princess cruises are starting in November, while
Norwegian is scheduled to start in the spring of 2014. Due to new “fracking” technology of oil and gas
from shale deposits, we anticipate increased growth within our industry corridors as result of exporting
energy to overseas markets.

Conservative revenue estimates and efforts to reduce expenditures have contributed to the City’s strong
financial position and have allowed the City to weather the economic slump. We are especially pleased
that there have been no property taxes rate increases for anumber of years. Additional capital projects are
being funded by utilizing excess fund balances and previously issued debt that had been stranded. With
the associated fund draw downs, the remaining fund balances continue to meet operational objectives
and current fiscal policies.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City for its comprehensive annual financial report for the fiscal
year ended September 30, 2013.This was the thirty-third consecutive year that the City has received this
prestigious award. In order to be awarded a Certificate of Achievement, the City published an easily
readable and efficiently organized comprehensive annual financial report. This report satisfied both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program's
regquirements and we are submitting it to the GFOA to determine its eligibility for another certificate. In
addition, the government also received the GFOA'’s Distinguished Budget Award for its annual budget
document. In order to qualify for the Distinguished Budget Presentation Award, the government's budget
document was judged to be proficient in several categories, including as a pol icy document, a financial
plan, an operations guide and a communications device. Other financial awards to the City are the Popular
Financial Report Award from GFOA, the Investment Policy Award from the Government Treasurer's
Organization of Texas;the Platinum level of the Financial Transparency. Award from the State of Texas
Comptroller and the Achievement of Excellence in/Procurement Award from the-National Procurement
Institute.

Vi



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

Respectfully submitted,

' leghnder Miclfael G. h‘a'ibcfjﬂa
City Manager Director of Finat
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INDEPENDENT AUDITORS REPORT

To the Honorable Mayor and Members
of the City Council & Citizens
City of LaPorte, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each magjor fund, and the aggregate remaining fund information of the City of La Porte, Texas
(the “City") as of and for the year ended September 30, 2014, which collectively comprise the City’s
basic financial statements aslisted in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion 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 Sandards,
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
mi sstatement.

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

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of.the governmental activities, 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
conformity with accounting principles generally accepted in the United States of America.
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To the Honorable Mayor and
Members of City Council
City of LaPorte, Texas

Other Matters

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, and budgetary comparison information and pension information system on pages
3 through 11 and 52 through 54, respectively, 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 financia 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 financia 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. Our audit was conducted for the
purpose of forming opinions on the financia statements that collectively comprise the City’s financial
statements. The combining and individual nonmajor fund financial statements and schedules are
presented for purposes of additional analysis and are not a required part of the financial statements. Such
information is the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the combining and individual nonmajor fund financia
statements and schedules are fairly stated in all material respects in relation to the financial statements as
awhole.

Other Reporting Required by Government Auditing Standar ds

In accordance with Government Auditing Standards, we have also issued our report date March 23, 2015,
on our consideration of the City of La Porte, Texas 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 of testing of internal controls 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 City of La Porte, Texas
internal control over financial reporting and compliance.

Houston, Texas
March 23, 2015



CITY OF LA PORTE, TEXAS
MANAGEMENT’ S DISCUSSION AND ANALYSIS

As management of the City of La Porte (the “City”), we offer the readers of the City’s financia
statements this narrative overview and analysis of the financial activities of the City for the fiscal year
ended September 30, 2014. It should be read in conjunction with the accompanying letter of transmittal
and the accompanying basic financial statements.

Overview of the Financial Statements

The discussion and analysis serves as an introduction to the City’s basic financia statements. The City’s
basic financial statements are comprised of three components: 1) government-wide financial statements,
2) fund financial statements, 3) notes to the financial statements and required supplementary information.
This report also contains other supplementary information in addition to the basic financia statements
themselves.

Government-wide Financial Statements. The government-wide financia statements are designed to
provide readers with a broad overview of the City’s finances, in a manner similar to a private-sector
business.

The statement of net position presents information on all of the City’'s assets, deferred outflows of
resources, liabilities and deferred inflows of resources, with the difference between the four 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 isimproving or deteriorating.

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

Both of the government-wide financial statements distinguish functions of the City that are principaly
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover al or asignificant portion of their costs through their user fees and charges (business-
type activities). The governmental activities of the City include general government, public safety, health
and sanitation and culture and recreation. The business-type activities of the City consist of the water and
sewer utilities, airport, and the La Porte Area Water Authority.

The government-wide financial statements can be found on pages 15 through 17 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-rel ated legal
requirements. All of the funds of the City can be divided into two categories - governmental and
proprietary — and utilize different accounting approaches.



CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSI S (continued)

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financia 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 fiscal year. Such information may be useful in evaluating a government's near-term
financing reguirements.

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

The City maintains 13 individua governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and
changes in fund balances for the general, debt service and capital improvements funds, which are
considered to be major funds. Data from the other 10 governmental funds are combined into a single,
aggregated presentation.

The City adopts an annual appropriated budget for its general fund. A budgetary comparison statement
has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 18 through 21 of this report.

Proprietary Funds. The City maintains two types of proprietary funds. Proprietary funds are used to
report the same functions presented as business type activities in the government-wide statements. The
City uses proprietary funds to account for its utilities, airport and water authority. Internal service funds
are an accounting device used to accumulate and allocate costs internally among the City’s various
functions. The City usesitsinternal service funds to account for motor pool services, technology services
and insurance. Because these services predominantly benefit the governmental rather than business type
functions, they have been included in the governmental activities in the government-wide financial
statements.

Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements, only in more detail. The City uses enterprise funds to account for
its Utility operations, La Porte Area Water Authority and the Airport. All internal service funds are
combined into a single aggregated presentation in the proprietary fund financial statements. The basic
proprietary fund financial statements can be found on pages 22 through 24 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financia statements.can be found.on.pages 25 through.50 of this report.

Other Information. In addition to the basic financia statementsand accompanying notes, this report also
presents certain required supplementary information concerning the City's progress in funding its
obligation to provide pension benefits to its employees and genera fund budgetary comparisons.
Required supplementary information can be found on pages 52 through 54 of the City's Comprehensive
Annual Financial Report.



CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSI S (continued)

The combining statements referred to earlier in connection with nonmajor governmental funds and
internal service funds are presented immediately following the required supplementary information on
pensions. Combining and individual fund statements and supporting schedules can be found beginning on
page 58 of the City's Comprehensive Annual Financial Report.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of the City's financial position. For
the City, assets and deferred outflows exceed liabilities and deferred inflows by $124.7 million as of
September 30, 2014, in the primary government as follows:

Condensed Schedule of Net Position
September 30, 2014 and 2013
Amountsin (000's)

Governmental Activities Business-type Activities Totals
Assets 2014 2013 2014 2013 2014 2013
Current and other assets $ 60457 $ 59,227 $ 7,400 $ 6,244 $ 67,857 $ 65470
Capital assets 78,536 76,430 38,086 40,153 116,622 116,582
Total Assets 138,994 135,656 45,485 46,396 184,479 182,053
Deferred Outflows of Resour ces
Deferred charge on refunding 1,212 791 - - 1,212 791
Total deferred outflows of resour ces 1,212 791 - - 1,212 791
Liabilities
Other liabilities 6,312 5,439 1,116 1,053 7,428 6,492
Long-term liabilities outstanding 49,665 50,272 3,891 4,592 53,557 54,864
Total Liabilities 55,977 55,711 5,007 5,645 60,984 61,356
Deferred Inflows of Resour ces
Deferred gain on refunding - - 7 7
Total deferred inflows of resources - - 5 7 7
Net Position:
Net investment in capital assets 54,506 49,304 35,873 36,347 90,379 85,651
Restricted 11,088 8,902 1,413 2,096 12,500 10,998
Unrestricted 18,635 22,530 3,187 2,301 21,822 24,831
Total Net Position $ 84229 $ 80736 $ 40473 $ 40,744 $ 124701 $ 121,480

Net Investment in Capital Assets

The largest portion of the City's net position (72%) reflects its investment in capital assets (e.g., land,
buildings, machinery, equipment, improvements, construction in progress and infrastructure), less any
debt used to acquire those assets that is ill 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.

Restricted Net Position
A portion of the City's net position, $12.5 million or 10% represents resources that are subject to external
restriction on how they may be used.



CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSI S (continued)

Unrestricted Net Position

The remaining balance is unrestricted net position, $22 million or 17%, and may be used to meet the City's
ongoing obligations to residents and creditors. Both of these categories remained relatively stable compared
to the prior year.

The following table provides a summary of the City’s operations for the year ended September 30, 2014,
with comparative totals for the year ended September 30, 2013. Governmental activities increased the
City’ s net position by $3.5 million. Business-type activities decreased net position by $272 thousand.

Condensed Schedule of Changesin Net Position

For the Years Ended September 30, 2014 and 2013

Amountsin (000's)

Governmental Activities Business-type Activities Totals
2014 2013 2014 2013 2014 2013
Revenues
Program revenues:
Charges for services $ 8036 $ 7874 $ 885 $ 9170 $ 16922 $ 17,045
Operating grants and contributions 2,015 849 - 2,015 849
Capital grants and contributions - - 1,126 1,398 1,126 1,398
Genera revenue:
Property taxes 19,925 17,782 - - 19,925 17,782
Other taxes 12,357 10,902 - - 12,357 10,902
Industrial payments 11,555 11,108 - - 11,555 11,108
Investment earnings 106 85 9 8 115 93
Miscellaneous 459 432 101 36 560 468
Total Revenues 54,453 49,032 10,120 10,612 64,573 59,645
Expenses
General Government 14,115 13,84 - - 14,115 13,854
Public Safety 20,436 17,765 - - 20,436 17,765
Public Works 6,260 4,451 - - 6,260 4,451
Culture and Recreation 5,855 5,722 - - 5,855 5,722
Health, Welfare and Sanitation 2,519 2,328 - - 2,519 2,328
Interest on Long-term debt 1,404 1,384 - - 1,404 1,384
Water Services - - 7,731 8,206 7,731 8,206
Sewer services - - 2,802 2,599 2,802 2,599
Airport - - 230 210 230 210
Total Expenses 50,589 45,505 10,762 11,015 61,351 56,520
Increase (decrease) in net position
before transfers 3,864 3,526 (643) (403) 3,221 3,123
Transfers (371) 720 371 (720) - -
Increase (decrease) in net position 3,493 4,246 (272) (1,123) 3,221 3,123
Net position - beginning 80,736 76,490 40,744 41,867 121,480 118,357
Net position - ending $ 84229 _$ 80736 $ 40473 $ 40744 $ 124701  $ 121,480

At the end of the current fiscal year, the City is-able to report positive balances in‘al three categories of
net position, both for the government as a whole, as well as for its separate governmental and business-
type activities.

Governmental Activities. A comparison of program expenses to program revenues and revenues by
source for governmental activities follows:
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CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSI S (continued)

Expensesand Program Revenues- Governmental Activities

25,000
20,000 ]
O Expenses

Q 15000 +—— B Program Revenues |—
3
e
c 10,000

5,000 -+ ] T

il R ' e =

Generd Public Public Cultureand Hedlth, Interest on
Government ~ Safety Works  Recreation Wefareand Long-term
Sanitation debt

Revenue sources for governmental activities were distributed as follows:

Revenues by Source - Governmental Activities

Charges for Grants and
services contributions
15% 4%

o

/"’-‘-.
"+ Other taxes

23%
Property taxes
37%
Industrial
payments

21%

For the year ended September 30, 2014, revenues without transfers in the governmental activities
totaled $54.4 million. This represents an increase of approximately $5.4 million or 11%.



CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSI S (continued)

Business-type Activities. Revenues without transfers in the business-type activities totaled $10.1 million,
a $492 thousand decrease from the prior year. This decrease is due to a decrease in charges for services
and grants and contributions. A comparison between expenses and program revenues (charges for
services) relating to Utility operations follows.

Expensesand Program Revenues - Business-type Activities
$7,000
$6,000
$5,000 O Expenses -
g $4.000 B Program Revenues | |
S
= $3,000
$2,000
$1,000
$‘ T
Water Services Sewer services

Financial Analysis of the Government’s Funds

The City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. As of the close of the current fiscal year, the City's governmental funds reported combined
ending fund balances of $47.1 million, an increase of $1.7 from the prior year. This increase is due to
an increase in sales and use taxes, intergovernmental revenues, property taxes, and industrial payments.

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 a
government’ s net resources available for spending at the end of the fiscal year.

The General fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned
fund balance of the general fund was $21.3 million, an increase of $2.4 million for commitments for
construction. As a measure of the general fund’s liquidity, it may be useful to compare both unassigned
fund balance and total fund balance to total fund expenditures. Unassigned fund balance represents 59%
of total general fund expenditures and total fund balance represents 71% of the same.

The Debt Service fund had a total fund balance of approximately $2.8 million, all of which is restricted
for the payment of debt service. The net increase in fund balance from the prior year of $278,423 was due
to adebt refunding.

The Capital Projects Fund experienced a decrease in fund balancein the amount of $2,623,779 . Thiswas a
planned decrease as the City utilized bond fundsto construct ‘and acquire various capital assets.



CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSI S (continued)

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

Unrestricted net position of the respective proprietary funds are Utility - $591 thousand, La Porte Area
Water Authority - $2.2 million and Airport - $366 thousand. The changes in net position of the
proprietary funds for 2014 was as follows: Utility - decrease of $634 thousand, La Porte Area Water
Authority - increase of $535 thousand and Airport - decrease of $173 thousand.

General Fund Budgetary Highlights

Actual revenues exceeded the final General Fund budgeted revenues by $1,123,864. Sales and use tax
and miscellaneous revenue exceeded the projected budget by $376,955 and $216,379 respectively.
License and fees and fines and forfeitures al so exceeded budget by $117,076 and $122,591 respectively.

Total appropriations exceeded expenditures by $977,508, the majority of which can be attributed to five
departments. Administration had a positive variance in the amount of $148,573 due to open positions and
reduction in special programs. Planning and engineering had a positive variance in the amount of
$290,638 due to open positions. The variance in Fire and Police for $151,929 and $188,976 was due to
open positions in the department. Culture and recreation had a positive variance of $115,523 due to open
positions.

Capital Asset and Debt Administration

Capital Assets. The City’s investment in capital assets for its governmental and business type activities
as of September 30, 2014, amounted to $116.6 million (net of accumulated depreciation). This investment
in capital assets includes land, buildings, roads, park facilities, water and wastewater plants and service
lines, machinery and equipment, and construction in progress. The total increase in the City’s investment
in capital assets for the current fiscal year was approximately $39 thousand. The following table shows
capital asset activity for the 2014 fiscal year (in 000’ s):

Governmental Activities Business-Type Activities Totals
2014 2013 2014 2013 2014 2013
Land $ 9,556 $ 9,472 $ 428 $ 428 $ 9,984 $ 9,900
Construction in progress 11,740 12,857 178 4,073 11,918 16,930
Infrastructure 14,260 15,472 - - 14,260 15,472
Buildings and improvements 33,276 30,917 34,353 35,313 67,629 66,230
Machinery and equipment 9,704 7,712 3,127 339 12,830 8,051
Total Capital Assets $ 78536 $ 76430 $ 38086 $ 40153 $ 116622 $ 116583

Major capital asset events during the current year include the reporting of a drainage master plan study.

Congtruction in progress at year-end represents ongoing projects; to include various water and sewer
projects. Additional_information on_capital asset activity can_be found in note 5 to the financial
statements.



CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSI S (continued)

Long-term Debt. At the end of the current fiscal year, the City had total bonded debt outstanding of
$36.1 million. Of this amount, $34.0 million is backed by the full faith and credit of the City, and the
remainder represents revenue bonds secured solely by specified revenue sources.

The City of La Porte maintains and “Aa2”, “AA”, and “AA" by Moody’s, Standard and Poor’s and Fitch
respectively for general obligation debt. The revenue bonds have been rated “NR”, “AA”, “NR" by
Moody’s, Standard and Poor’ s and Fitch respectively.

Additional information on long-term debt activity can be found in note 6 to the financial statements.
Economic Factorsand Next Year’s Budgets and Rates

The unemployment rate for the City of La Porte is currently 5.0 percent which is an decrease from the
rate of 6.4 percent ayear ago. Thisis dightly higher than the state' s average unemployment rate of 4.9
percent which is less than the national average of 5.9 percent. During the upcoming year, the City will
closaly monitor the volatility in the housing market. Although our area has not been adversely affected
by home foreclosures, we will observe future economic changes. Total assessed value for dl residential
and commercia property in the City of La Porte exceeded $2.6 hillion for fiscal year 2014. The trend
for total assessed values has fluctuated dightly over the past five years resulting in atota increase of 10
percent.

Assessed property valuestrends (in billions):
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CITY OF LA PORTE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Sdestax revenues trends (in millions):
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Contacting the City's Financial M anagement
This financial report is designed to provide our citizens, customers and creditors a general overview of the
City’s finances. Questions concerning any of the information provided in this report or requests for

additional information should be addressed to the Director of Finance, 604 West Fairmont Parkway, La
Porte, Texas, 77571.

Draft 3/5/2015
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CITY OF LA PORTE, TEXAS
STATEMENT OF NET POSITION
September 30, 2014

Assets
Cash and equivalents
Investments
Receivables, net of allowance for uncollectibles
Due from Other Governmental Agencies
Inventories
Restricted cash and equivalents
Capital assets:
Capital assets not subject to depreciation
Capital assets, net of accumulated depreciation
Total Capital Assets
Total Assets

Deferred Outflows of Resour ces
Deferred charge on refunding
Total deferred outflows of resources

Liabilities
Accounts payable and accrued liabilities
Accrued interest
Unearned revenues
Customer deposits
Other liabilities
Long-term liabilities:
Due within one year
Due in more than one year
Total Liabilities

Deferred |Inflows of Resources
Deferred gain on refunding
Total deferred inflows of resour ces

Net Position
Net investment in capital assets
Restricted for:

Debt service

Economic development
Grants
Public safety
Public works
Unrestricted
Total Net Position

See Notes to Financial Satements.

Primary Gover nment

Governmental Business-type

Activities Activities Total
$ 32,704,844 $ 2,012,073 $ 34,716,917
20,896,798 3,272,518 24,169,316
5,646,554 878,463 6,525,017
1,073,879 - 1,073,879
135,197 6,000 141,197
- 1,230,457 1,230,457
21,296,360 605,786 21,902,146
57,240,002 37,479,742 94,719,744
78,536,362 38,085,528 116,621,890
138,993,634 45,485,039 184,478,673
1,212,342 - 1,212,342
1,212,342 - 1,212,342
6,185,641 560,562 6,746,203
47,173 5,770 52,943
29,670 - 29,670
- 548,210 548,210
49,082 1,500 50,582
3,432,781 929,415 4,362,196
46,232,491 2,961,977 49,194,468
55,976,838 5,007,434 60,984,272
- 5,031 5,031
- 5,031 5,031
54,506,024 35,872,947 90,378,971
3,694,192 1,413,314 5,107,506
3,466,985 - 3,466,985
402,925 - 402,925
1,738,951 - 1,738,951
1,785,180 - 1,785,180
18,634,881 3,186,313 21,821,194
$ 84,229,138 $ 40,472,574 $ 124,701,712
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CITY OF LA PORTE, TEXAS
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2014

Functions/Programs

Program Revenue

Operating
Chargesfor Grantsand
Expenses Services Contributions

Capital Grants
and
Contributions

Primary gover nment
Governmental Activities:
General Government
Public Safety
Public Works
Culture and Recreation
Health, Welfare and Sanitation
Interest on Long-term debt
Total governmental activities

Business-type activities:
Water Services
Sewer services
Airport
Total business-type activities
Total primary gover nment

See Notes to Financial Statements.

$ 14115210 $ 825532 $ 2982 % -
20,436,450 3,208,256 545,738 -
6,259,764 269,830 258,119 -
5,854,546 1,509,412 1,207,958 292
2,519,298 2,223,234 - -
1,403,628 - - -
50,588,896 8,036,264 2,014,797 292
7,731,776 5,406,545 - 1,125,777
2,802,013 3,422,627 - -
229,603 56,157 - -
10,763,392 8,885,329 - 1,125,777
$ 61,352,288 $ 16,921,593 $ 2014797 $ 1,126,069

General revenues:
Taxes:
Property taxes
Sales and use taxes
Industrial payments
Franchise taxes
Unrestricted investment earnings
Miscellaneous
Transfers
Total general revenues and transfers
Change in net position
Net position - beginning
Net position - ending
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Net (Expense) Revenue and Changesin Net Position

Primary Gover nment

Governmental Business-type
Activities Activities Total
$ (13,286,696) $ - $ (13,286,696)
(16,682,456) - (16,682,456)
(5,731,815) - (5,731,815)
(3,136,884) - (3,136,884)
(296,064) - (296,064)
(1,403,628) - (1,403,628)
(40,537,543) - (40,537,543)
- (1,199,454) (1,199,454)
- 620,614 620,614
- (173,446) (173,446)
- (752,286) (752,286)
(40,537,543) (752,286) (41,289,829)
19,925,095 - 19,925,095
10,104,500 - 10,104,500
11,554,949 - 11,554,949
2,252,404 - 2,252,404
106,024 8,624 114,648
458,770 100,795 559,565
(371,039) 371,039 -
44,030,703 480,458 44,511,161
3,493,160 (271,828) 3,221,332
80,735,978 40,744,402 121,480,380
$ 84229138 $ 40472574  $124,701,712
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CITY OF LA PORTE
BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2014

Assets

Cash and cash equivalents
Investments

Receivables, net of allowance for
uncollectibles

Due from other governments
Due from other funds
Inventories

Total Assets

Liabilitiesand Fund Balances
Liabilities:
Accounts payable
Accrued salaries payable
Due to others
Due to other funds
Unearned revenue - Grants
Other payables
Total Liabilities

Deferred | nflows of Resour ces:
Unavailable revenue - property taxes
Unavailable revenue - fines and fees
Unavailable revenue - EMS
Unavailable revenue - other

Total Deferred I nflows of Resour ces

Fund balances:
Nonspendable:
Inventories
Restricted
Debt service
Grants
Economic devel opment
Public safety
Capital projects
Public works
Committed:
Construction
Health Funds
Assigned:
Assigned for encumbrances
Unassigned
Total Fund balances

Total Liabilities, Deferred I nflows,
and Fund Balances

See Notes to Financial Statements.

Capital Other Total
Debt Service I mprovements Governmental Governmental

General Fund Fund Fund Funds Funds
$ 20,004,445 $2,768,922 $ 2,093,121 $ 6,582,371 $ 31,448,859
12,700,474 - 1,357,977 3,241,744 17,300,195
4,455,101 23,898 1,783 1,049,925 5,530,707
- - - 1,060,174 1,060,174
- - - 662,000 662,000
102,775 - - - 102,775
$ 37,262,795 $2,792,820 $ 3,452,881 $ 12,596,214 $ 56,104,710
$ 4,058,981 $ - $ 442,165 $ 388,809 $ 4,889,955
555,991 - - 13,146 569,137
- - 48,867 - 48,867
- - - 662,000 662,000
- - - 26,707 26,707
- - - 98,186 98,186
4,614,972 - 491,032 1,188,848 6,294,852
172,566 23,898 - 196,464
558,086 - 558,086
1,142,597 - 1,142,597
799,234 - 799,234
2,672,483 23,898 - - 2,696,381
102,775 - - - 102,775
- 2,768,922 - 948,545 3,717,467
- - - 402,925 402,925
- - - 3,466,985 3,466,985
- - - 1,738,951 1,738,951
- - - 3,065,570 3,065,570
- - - 1,785,180 1,785,180
7,000,000 - 2,961,849 - 9,961,849
1,500,000 - 1,500,000
78,182 - - - 78,182
21,294,383 - - (790) 21,293,593
29,975,340 2,768,922 2,961,849 11,407,366 47,113,477
$ 37,262,795 $2,792,820 $ 3,452,881 $ 12,596,214 $ 56,104,710
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CITY OF LA PORTE

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION

September 30, 2014

Total fund balance, gover nmental 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 are not
reported in this fund financial statement, but are reported in the governmental activities of the Statement
of Net Position.

Certain other long-term assets (property taxes receivable and adjudicated court fines receivable) are not
available to pay current period expenditures and therefore are not reported in this fund financial
statement, but are reported in the governmental activities of the Statement of Net Position.

Some liabilities and deferred outflows, are not due and payable in the current period and are not included
in the fund financial statement, but are included in the governmental activities of the Statement of Net
Position.

Bonds payable

Certificates of Obligation Payable
Premium or discount on bonds payable
Deferred charge on refunding

Accrued interest governmental activity debt
Compensated absences

Net pension and OPEB Obligation

The assets and liahilities of certain internal service funds are not included in the fund financial statement,
but are included in the governmental activities of the Statement of Net Position.

Net Position of Governmental Activitiesin the Statement of Net Position

See Notes to Financial Satements.
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$

47,113,477

70,521,317

2,693,418

(23,110,000)
(10,845,000)

(1,155,953)
1,212,342
(47,173)
(3,098,590)

(11,398,696)

12,343,996

$

84,229,138




CITY OF LA PORTE

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGESIN FUND BALANCES

GOVERNMENTAL FUNDS

For the Year Ended September 30, 2014

Revenues

Property taxes
Sales and use taxes
Franchise taxes
Industrial payments
Other taxes
Licenses and permits
Fines and forfeits
Charges for services
Intergovernmental
Interest
Miscellaneous
Total Revenues

Expenditures
Current:
General government
Public safety
Public works
Health and sanitation
Culture and recreation
Debt Service:
Principal
Interest and other charges
Bond issuance costs
Capital outlay
Total Expenditures
Excess (deficiency) of revenues
over expenditures

Other Financing Sour ces (Uses)
Refunding bonds issued
Premium on general obligation debt
Payments to escrow agent
Transfersin
Transfers out
Proceeds from sale of land
Total other financing sour ces
and uses
Net change in fund balances

Fund balances - beginning

Fund balances - ending

See Notes to Financial Satements.

Capital Other Total
Debt Service  Improvements Governmental Governmental

General Fund Fund Fund Funds Funds
$ 15,286,420 $2,482,675 $ - $ 2,156,273 $ 19,925,368
4,686,476 - - 4,631,296 9,317,772
2,252,404 - - - 2,252,404
11,554,949 - - - 11,554,949
87,074 - - 699,673 786,747
497,756 - - - 497,756
1,594,391 - - 196,458 1,790,849
5,619,555 - 174,345 511,227 6,305,127
- - - 1,572,360 1,572,360
67,519 8,712 8,847 11,331 96,409
256,379 - - 4,825 261,204
41,902,923 2,491,387 183,192 9,783,443 54,360,945
9,557,118 - 2,507,446 1,763,615 13,828,179
16,032,688 - - 1,395,352 17,428,040
2,916,716 - 10,014 505,853 3,432,583
2,334,184 - - - 2,334,184
5,381,609 - - 59,115 5,440,724
- 2,640,000 - - 2,640,000
- 1,217,883 - - 1,217,883
153,884 153,884
- - 2,448,648 2,997,639 5,446,287
36,222,315 4,011,767 4,966,108 6,721,574 51,921,764
5,680,608 (1,520,380) (4,782,916) 3,061,869 2,439,181
- 9,300,000 - - 9,300,000
- 608,166 - - 608,166
(9,749,587) (9,749,587)
107,839 1,640,224 2,159,137 4,790 3,911,990
(3,398,574) - - (1,362,750) (4,761,324)
500 - - - 500
(3,290,235) 1,798,803 2,159,137 (1,357,960) (690,255)
2,390,373 278,423 (2,623,779) 1,703,909 1,748,926
27,584,967 2,490,499 5,585,628 9,703,457 45,364,551
$ | 29,975,340 $ 2,768,922 $./2,961,849 $/11,407,366 $ 47,113,477
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CITY OF LA PORTE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDSTO THE
STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2014

Net change in fund balances - total governmental funds: $ 1,748,926

Amounts reported for Governmental Activitiesin the Statement of Activities are different
because:

Governmental funds report outlays for capital assets as expenditures because such outlays
use current financial resources. In contrast, the Statement of Activitiesreportsonly a
portion of the outlay as expense. The outlay is allocated over the assets' estimated useful
lives as depreciation expense for the period.

Thisis the amount by which capital outlays $5,424,007 exceeded depreciation $3,907,042
in the current period. 1,516,965

Governmental funds report the entire net sales price (proceeds) from the sale of an asset as

revenue because it provides current financial resources. In contrast, the Statement of

Activities reports only the gain on the sale of assets. Thus, the change in net assets differs

from the change in fund balance by the book value of the assets sold and disposed. (672,340)

Governmental funds do not present revenues that are not available to pay current
obligations. In contrast, such revenues are reported in the Statement of Activities when
earned. 82,534

Repayment of bond principal is an expenditure in the governmental fund, but the repayment
of principal reduces long-term liabilities in the statement of net assets. 2,640,000

Proceeds from the issuance of long-term debt and premium on long-term debt are reported
as other financing sources in the governmental funds. In the government-wide statements,
proceeds are treated as an increase in long-term liabilities. (9,908,166)

Amounts paid to refunding agent are reported as other financing uses in the governmental
funds. In the government-wide financial statements, amounts paid to refunding agent are
treated as a decrease in long-term liabilities. 9,749,587

Some expenses reported in the statement of activities do not require the use of current
financial resources and these are not reported as expenditures in governmental funds:

Change in accrued interest payable 8,557
Changein refunding loss (90,308)
Change in premiums and discounts on issuance of bonds. 49,890
Change in NPO and OPEB Obligation (1,530,789)
Change in Compensated Absences 124,091

Internal service funds are used by management to charge the costs of certain activities, such
as fleet mai ntenance and information technology, to individual funds. The net revenue
(expense) of certain internal service funds is reported with governmental activities. (225,787)

Changein net position of governmental activities $ 3,493,160

See Notes to Financial Satements.
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CITY OF LA PORTE
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
September 30, 2014

Assets

Current Assets:
Cash and cash equivaents
Investments

Accounts receivable, net of allowance for

doubtful accounts
Accrued interest receivable
Inventories
Restricted cash and cash equivalents
Total Current Assets
Non-current Assets:
Capital Assets:
Land and improvements
Construction in progress
Buildings and improvements
Improvements other than buildings
Vehicles and equipment
Less Accumul ated depreciation
Total Non-current Assets
Total Assets

Liabilities
Current Liabilities:
Accounts payable
Accrued salaries payable
Unearned Revenue
Other current liabilities
Interest payable
Customer deposits
Claims and judgments
Long-term debt, current portion
Compensated absences
Bonds payable
Total Current Liabilities
Non-current Liabilities:
Compensated absences
Net pension obligation
OPEB obligation
Bonds payable
Total Non-current Liabilities
Total Liabilities

Deferred Inflows of Resources
Deferred gain on refunding
Total deferred inflows of resources

Net Position

Net investment in capital assets
Restricted for debt service
Unrestricted

Total Net Position

See Notes to Financial Statements.

Business-type Activities

Governmental
Activities

Internal Service

Utility Fund LPAWA Airport Totals Fund
$ 932,300 $ 856,608 $ 223,165 $ 2,012,073 $ 2,950,971
1,435,456 1,692,952 144,110 3,272,518 1,901,617
690,192 182,551 2,404 875,147 127,056
1,454 1,673 189 3,316 2,496
6,000 - - 6,000 32,422
540,735 689,722 - 1,230,457 -
3,606,137 3,423,506 369,868 7,399,511 5,014,562
224,308 - 203,504 427,812 -
177,974 - - 177,974 -
57,620 - - 57,620 -
66,734,724 15,429,680 5,778,399 87,942,803 -
3,549,084 6,130 - 3,555,214 16,022,421
(41,363,920) (9,090,984) (3,620,991) (54,075,895) (8,007,376)
29,379,790 6,344,826 2,360,912 38,085,528 8,015,045
32,985,927 9,768,332 2,730,780 45,485,039 13,029,607
377,431 46,595 951 424,977 29,176
113,943 - 1,205 115,148 24,053
- 745
20,437 - 1,730 22,167 -
3,654 2,116 - 5,770 -
548,210 - - 548,210 -
- - - - 575,349
16,915 - - 16,915 -
262,500 650,000 - 912,500 -
1,343,090 698,711 3,886 2,045,687 629,323
194,517 - - 194,517 57,033
276,555 - - 276,555 -
1,195,625 - - 1,195,625 -
262,500 1,032,550 - 1,295,050 -
1,929,197 1,032,550 - 2,961,747 57,033
3,272,287 1,731,261 3,886 5,007,434 686,356
- 5,031 - 5,031 -

- 5,031 - 5,031 -
28,173,567 4,657,245 2,360,912 35,191,724 8,015,045
949,018 1,147,160 - 2,096,178 -

591,055 2,227,635 365,982 3,184,672 4,328,206
$ 29,713,640 $ 8,032,040 $ 2,726,894 $ 40,472,574 $ 12,343,251
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CITY OF LA PORTE

STATEMENT OF REVENUES, EXPENSES AND CHANGESIN FUND NET POSITION

PROPRIETARY FUNDS
For the Year Ended September 30, 2014

Revenues
Charges for services
Total Operating Revenues

Operating Expenses
Personnel services
Supplies and materias
Purchased water

Repairs and maintenance
Other services and charges
Depreciation

Total Operating Expenses
Operating income

Non-operating Revenues (Expenses)
Earnings on investments

Gain (loss) on disposal of capital assets
Interest expense

Total Non-oper ating Revenue (Expenses)
Income before contributions and transfers

Capital contributions
Transfersin
Transfers out

Change in net position

Total net position - Beginning
Total net assets - ending

See Notes to Financial Satements.

Business-type Activities

Governmental
Activities

Total Enterprise

Internal Service

Utility Fund LPAWA Airport Funds Fund
$ 7,755,333 $ 1,195,886 $ 56,158 $ 9,007,377 $ 8,193,412
7,755,333 1,195,886 56,158 9,007,377 8,193,412
3,299,698 - 23,918 3,323,616 818,468
280,124 1,015 - 281,139 495,074

- 850,142 - 850,142 -

- - 6,536 6,536 -
3,382,093 29,332 31,415 3,442,840 6,472,406
2,164,844 465,000 167,734 2,797,578 1,072,824
9,126,759 1,345,489 229,603 10,701,851 8,858,772

(1,371,426) (249,603) (173,445) (1,694,474) (665,360)
3,176 4,854 593 8,623 9,616
(21,252) - - (21,252) (31,955)
(22,903) (38,638) - (61,541) -
(40,979) (33,784) 593 (74,170) (22,339)
(1,412,405) (183,387) (172,852) (1,768,644) (687,699)
341,040 784,737 - 1,125,777 (16,383)
1,147,501 - 385 1,147,886 491,531
(709,685) (66,644) (518) (776,847) (13,236)
(633,549) 534,706 (172,985) (271,828) (225,787)
30,347,189 7,497,334 2,899,879 40,744,402 12,569,038
$ 29,713,640 $ 8,032,040 $ 2,726,894 $ 40,472,574 $ 12,343,251

23



CITY OF LA PORTE
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended September 30, 2014

Cash Flows from Operating Activities
Receipts from customers and users
Disbursed for personnel services
Disbursed for goods and services
Net cash provided (used) by operating activities

Cash Flows from Noncapital Financing Activities
Transfers from other funds
Transfersto other funds
Operating grants and contributions
Net cash provided by (used by) noncapital
financing activities

Cash Flows from Capital and Related
Financing Activities
Proceeds from the sale of equipment
Capital grants and contributions
Principal payments on debt
Interest paid on debt
Acquisition and construction of capital
assets, net of dispositions
Capital contributions from participants for debt service
Capital contributions from participants for capital recovery

Net cash used by capital and related financing activities

Cash Flowsfrom Investing Activities
Purchase of investments
Sale of investments
Interest received
Net cash provided by (used by) investing activities

Net increase in cash and equivalents
Cash and equivalents, beginning of year
Cash and equivalents, at end of year

Unrestricted cash and equivalents
Restricted cash and equivalents

Reconciliation of operating incometo net cash
provided by operating activities
Operating income (10ss)

Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation
(Increase) decrease in accounts receivable
(Increase) decrease in inventory
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in salaries payable
Increase (decrease) in other current liabilities
Increase (decrease) in due to/due from other funds
Increase (decrease) in customer utility deposits
Increase (decrease) in compensated absences
Increase (decrease) in net pension and OPEB obligation

Net cash provided by operating activities

See Notes to Financial Satements.

Governmental
Business-type Activities Activities
Total
Enterprise Internal Service
Utility Fund LPAWA Airport Funds Fund
$ 8,070,627 $ 1,184,749 $ 56,131 $ 9,311,507 $ 8,185,741
(3,076,778) - (23,611) (3,100,389) (813,044)
(3,577,064) (912,512) (39,151) (4,528,727) (6,865,317)
1,416,785 272,237 (6,631) 1,682,391 507,380
1,147,501 - 385 1,147,886 491,531
(709,685) (66,644) (518) (776,847) (13,236)
- - - - 16,383
437,816 (66,644) (133) 371,039 494,678
- - - - 31,955
341,040 - - 341,040 -
(262,500) (630,000) - (892,500) -
(24,544) (58,650) - (83,194) -
(751,272) - - (751,272) (2,429,484)
- 688,650 - 688,650 -
- 96,087 - 96,087 -
(697,276) 96,087 - (601,189) (2,397,529)
(551,846) (343,835) (33,843) (929,524) (63,983)
- - - 4,901
3,176 4,854 593 8,623 9,616
(548,670) (338,981) (33,250) (920,901) (49,466)
608,655 (37,301) (40,014) 531,340 (1,444,937)
864,380 1,583,631 263,179 2,711,190 4,395,908
$ 1,473,035 $ 1,546,330 $ 223,165 $ 3,242,530 $ 2,950,971
$ 932,300 $ 856,608 $ 223165 $ 2,012,073 $ 2,950,971
540,735 689,722 - 1,230,457 -
$ 1,473,035 $ 1,546,330 $ 223,165 $ 3,242,530 $ 2,950,971
$ (1,371,426) $ (149,603) $ (173,445) $ (1,694,474 $ (665,360)
2,164,844 465,000 167,734 2,797,578 1,072,824
317,694 (11,137) 27) 306,530 (7,207)
(2,400) - - (2,400) (1,094)
- - - - 94,765
47,956 (32,023) (1,220) 14,713 6,598
11,832 - 307 12,139 55
16,329 - 20 16,349 6,054
J - . - 745
20,868 2 1 20,868 -
1,722 - 1 1,722 -
209,366 - - 209,366 -
$ 1,416,785 $ 272,237 $ (6,631) $ 1,682,391 $ 507,380
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CITY OF LA PORTE, TEXAS
NOTESTO THE FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

The City of La Porte, Texas (the "City"), was incorporated under the laws of the State of Texas on
August 10, 1892. The City operates under a“ Council- Manager” form of government and provides the
following services as authorized by its charter: public safety, development services, public health and
welfare, culture and recreation and waterworks.

The accounting and reporting policies of the City relating to the funds included in the accompanying
basic financial statements conform to U.S Generally accepted Accounting Principles (GAAP)
applicable to state and local governments which include the principles prescribed by the Governmental
Accounting Standards Board (GASB), the American Institute of Certified Public Accountants and the
Financial Accounting Standards Board. The more significant accounting policies of the City are
prescribed below.

A. Reporting Entity

The City’sbasic financial statements include the accounts of all City operations. The City, with its elected
governing body of mayor and eight council members, is considered a primary government. As required
by GAAP, the basic financial statements include the City and its component units, entities for which the
government is considered to be financially accountable. Blended component units, although legaly
separate entities, are in substance, part of the government’s operations. All component units have been
included as blended component units because of the significance of their operational and financial
relationships with the City.

The La Porte Area Water Authority (the “Authority”) is governed by a five-member board appointed by
the City Council. Although it is a legaly separate entity, the Authority provides services almost
exclusively for the City’s water operations, and is in substance a part of the City’s primary operations.
The Authority was created by the City to finance the operations involved in obtaining surface water
supplies and converting these supplies to potable water. This water is sold primarily to the City of La
Porte (86%) with the remainder being sold to other neighboring political subdivisions. The operations of
the Authority are reported as a proprietary fund type.

The Tax Increment Reinvestment Zone One (the “Zone”) is governed by a nine-member board appointed
by the City Council. The Zone provides benefits exclusively for the City through reinvestment financing
of ad valorem taxes, which are utilized for capital improvements for the City of La Porte. The Zone is
presented as a governmental fund type.

The Section 4B Sales Tax Corporation provides services that exclusively benefit the City of La Porte and
is governed by a seven-member board appointed by City Council. The Section 4B Sales Tax Corporation
is presented as a governmental fund type.

Complete financial statements for each of the individual component units may be obtained through the
City of La Porte.
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CITY OF LA PORTE, TEXAS
NOTESTO THE FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
B. Government-wide and Fund Financial Statements

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

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. 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 that are restricted to meeting the operational or capital
requirements of a particular segment. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services
or privileges provided, 2) operating grants and contributions and 3) capital grants and contributions,
including special assessments. Internally dedicated resources are reported as general revenues rather than
program revenues. Likewise, general revenuesinclude all taxes.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.

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

e Net investment in capital assets — This component of net position consists of capital assets,
including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, notes or other borrowings.

e Restricted — This component of net position consists of constraints placed on net asset use
through external constraints imposed by creditors, grantors, contributors, or laws or
regulations of other governments or constraints imposed by law through contractual
provisions or enabling legidlation.

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

Separate financial statements.are-provided for governmental funds 'and proprietary funds. Major
individual governmental funds-and major individual enterprise fundsare reported as separate columns in
the fund financial statements.
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CITY OF LA PORTE, TEXAS
NOTESTO THE FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues are
recognized when earned and expenses are recorded when aliability isincurred, 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.

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
government 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 property taxes are recorded as receivables when levied and as revenue in the period for which
they were levied and become available. Property taxes receivables have been recorded as unavailable
revenues at year-end. Property taxes collected within 60 days subsequent to September 30, 2014, have not
been recorded as revenue as the amount is not considered material. Franchise taxes and sales taxes
relating to underlying transactions that occurred prior to September 30, 2014, have been recorded as
receivables and revenue. Licenses and permits, and fines and forfeitures are not susceptible to accrual
since they are not measurable until received. Revenue on federal and state cost-reimbursement grants is
accrued when the related expenditures are incurred. Interest is recorded when earned.

The City reportsthe following major governmental funds:

The General Fund is used to account for all financial transactions that are not accounted for in another
fund. The principal sources of revenue of the General Fund are property taxes, sales and use taxes,
franchise taxes, licenses and permits, and fines and forfeitures. Expenditures are for general government,
public safety, public works and other community services.

The Debt Service Fund is used to account for the payment of interest and principal on all genera long-
term debt of the City except for capital leases which are accounted for in the General Fund. The primary
source of revenue for the Debt Service Fund is general property taxes.

The Capital Improvement Fund is used to account for projects that are generally small in nature and affect
the general operation of the City.
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CITY OF LA PORTE, TEXAS
NOTESTO THE FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
The City reports the following major proprietary funds:

o The Utility Enterprise Fund is used to account for operations of the water and sewer services to
the residents of the City. All activities necessary to provide such services are accounted for in this
fund, but not limited to administration, operations and maintenance of the water and sewer system
and hilling and collection activities. The fund also accounts for the accumulation of resources for,
and the payment of, long-term debt principal and interest for water and sewer debt. All costs are
financed through charges to utility customers with rates reviewed regularly and adjusted if
necessary to ensure integrity of the fund.

o LaPorte Area Water Authority is used to account for revenues and expenses related to obtaining
raw surface water and converting it to potable water

e Airport Fund is used to account for financia activities of the airport which includes rentals,
grants and other revenues.

Additionally, the government reports the Internal Service Funds which are used to account for the Motor
Pool, Technology and Insurance services provided to other departments of the City on a cost
reimbursement basis.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with the proprietary fund’s principal ongoing operations. The principal operating revenues of
the enterprise funds are charges to customers for sales and services. Operational expenses for the
enterprise funds and internal service fund include the cost of sales and services, administrative expenses
and depreciation on capital assets. All revenues not meeting this definition are reported as non-operating
revenues and expenses.

D. Assets, liabilities, deferred outflows/inflows of resour ces and net position/fund balance
1. Cash and Cash Equivalents

Cash includes amounts in demand deposits, short-term investments which mature within ninety
days of the fiscal year end, and various petty cash funds. The short-term investments are stated at
cost or amortized cost, which approximate fair value. The short-term investments consist of U.S.
Treasury Bills and deposits in the Texas Local Government Pool (TexPool), the Local Government
Investment Cooperative (LOGIC) al of which have the genera characteristics of a demand deposit
account. For the purpose of the statement of cash flows, Proprietary Fund types consider temporary
investments with a maturity of three months or less when purchased to be cash equivalents.

In accordance with GASB Statement No. 31, 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: Investments 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 and LOGIC are reported using the pools” share price.
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CITY OF LA PORTE, TEXAS
NOTESTO THE FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)

D. Assets, liabilities deferred outflows/inflows of resour ces and net position/fund balance
(continued)

2. Recevables

All receivables are reported at their gross value and, where appropriate, are reduced by the
estimated portion that is expected to be uncollectible.

3. Duetoand from Other Funds

Interfund receivables and payables arise from interfund transactions and are recorded by al funds
affected in the period in which transactions are executed. These receivables and payables are, for
the most part, eliminated from the Government-Wide Statement of Net Position and are recorded
as “due from other funds’ or “due to other funds’ in the fund financial statements.

4. Inventory and Prepaid Items

Inventories are valued at costs using the first inffirst out (FIFO) method. The costs of
governmental fund type inventories are recorded as expenditures when consumed rather than
when purchased. A portion of the fund balance is classified as non-spendable to reflect minimum
inventory quantities considered necessary for the City’s continuing operations. Certain payments
to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items.
The City did not have any prepaid items.

5. Capital Assets

Capital assets are reported in the applicable governmental or business-type activities column in
the government-wide financial statements. The government defines capital assets as assets with
an initial, individual cost of $5,000 or greater and an estimated useful life in excess of one year.
All purchased capital assets are valued at cost where historical records exist. Donated Capital
assets are valued at their estimated fair value on the date received.

The costs of normal maintenance and repairs that do not add to the value of the asset or materialy
extend asset lives are not capitalized. Improvements, including public domain and equipment are
capitalized and Proprietary Fund Capital assets are depreciated over the remaining useful lives of
the related Capital assets using the straight line method, as applicable.

Estimated
Asset Description Useful Life
Buildings 20 years
Building improvements 20 years
Infrastructure 20-30 years
Vehicles 4-10years
Machinery and equipment 4-10years
Water and sewer systems 20-40 years
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Assets, liabilities deferred outflows/inflows of resour ces and net position/fund balance
(continued

6. Compensated Employee Absences

The City’s employees earn vacation and sick leave, which may either be taken or accumulated, up
to a certain amount, until paid upon termination or retirement. For al funds, this liability reflects
amounts attributable to cumulative employee services aready rendered, where the payment is
probable and can be reasonably estimated. The current and long-term portion of the governmental
fund type liabilities are recorded in the Government-Wide Statement of Net Position. The
Proprietary fund type liability is recorded as a liability in the individual proprietary funds since
payment will be made from the resources of these funds. Also, for the governmenta activities,

compensated absences are generally liquidated by the general fund.

Policies relating to the accrual and payment of these benefits are as follows:

e Vacation — Employees earn from 10-25 days of vacation per year. Upon separation,
employees are paid for al accumulated vacation leave (up to one and one half times their

annua accrual rate).

e Sick leave — Full time 8 hour employees accrue 3.70 hours per pay period. Full time 24
hour employees accrue 5.91 hours per pay period and civil service employees accrue 15
days per caendar year. The maximum sick leave time which may be accumulated by any
employee shall be 90 days for regular full time employees. For 24 hour shift personnel, the
maximum accrua is 1,152 hours. Civil service employees may accrue unlimited sick leave.

7. General Property Taxes

All taxes due the City on real or persona property are payable at the Office of the City Assessor-
Collector and may be paid at any time after the tax rolls for the year have been completed and
approved, which is October 1, or as soon thereafter as practicable. Taxes are due upon receipt and
all taxes not paid prior to February 1 are deemed delinquent and are subject to such penalty and
interest set forth by the Property Tax Code. All property located within the City limits on the first
day of January of each year are charged with a specia lien in favor of the City from such date for

taxes due thereon.

8. Debt Service

The ad valorem tax rate is alocated each year between the General Fund and the Debt Service
Fund. The full amount estimated to be required for debt service on the general obligation debt is

provided by the debt service tax together with interest earned in the Debt Service Fund.

9. Restricted Assets

The City applies restricted resources when/an expense is‘incurred for purpeses for which both

restricted and.unrestricted net pasition.is.available:
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10. Fund Balance

In compliance with GASB No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, in the fund financia statements, governmental funds report the following
classifications of fund balance:

e Nonspendable — includes amounts that are not in spendable form or are required to
be maintained intact. As such, the inventory items have been properly classified in
the Governmental Funds Balance Sheet.

e Redtricted — includes amounts that can be spent only for specific purposes because
of local, state or federal laws, or externally imposed conditions by grantors or
creditors.  Restrictions for retirement of fund indebtedness and other state
restrictions have been properly classified in the Governmental Funds Balance Sheet.

e Committed — includes amounts that can only be used for specific purposes. Fund
balances are committed by formal action of the City Council. Amendments or
modifications to the committed fund balance must be approved by formal action of
the City Council. Formal action shall be by resolution or majority vote. Committed
fund balance will not lapse at year end. Commitments for Construction Projects and
Health initiatives have been properly classified in the Governmental Funds Balance
Sheset.

e Assigned —includes amounts that the City intends to use for a specific purpose, but
do not meet the definition of restricted or committed fund balance. Under City
Council’ s adopted policy, amounts may be assigned by the City Manager under the
authorization of the Fiscal Affairs Committee.

e Unassigned — includes amounts that have not been assigned to other funds or
restricted, committed or assigned to a specific purpose within the General Fund. The
Genera Fund is the only fund that is allowed to have a positive amount reported in
this category.

For the purposes of fund balance classification, expenditures incurred in the unrestricted fund
balances shall be reduced first from the committed fund balance, then from the assigned fund
balance and lastly, the unassigned fund balance. The City strives to maintain a minimum reserve
balance of 90 to 120 days for the General Fund and Utility Fund, and 60 to 90 days of operating
expenditures in all other funds as outlined in the City’s Financial Management Policies as
adopted by City Council by resolution.

11. Revenues and Expenditur es/Expenses

In the fund financial statements revenues for governmental funds are recorded when they are
determined to”be "‘both-measurable and available.” Generally;~tax revenues, fees and non-tax
revenues are recognized when received. Grants from other governments are recognized when
qualifying expenditures are incurred. Expenditures for governmental funds are recorded when the
related liability is incurred. Revenues and expenses in the Government-Wide Statement of
Activities are recognized in essentially the same manner as used in commercial accounting.
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12. Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the financial statements. Actual
amounts could vary from those estimates.

13. Budgetary Information

Annual budgets are adopted on a basis consistent with GAAP. Annual appropriated budgets are
adopted for the general, special revenue funds and debt service funds. All annual appropriations
lapse at fiscal year-end. Project length financial plans are adopted for all capital projects funds
and are revised annually.

14. Deferred outflows/inflows of resour ces

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 afuture period(s) and so will
not be recognized as an outflow of resources (expense/ expenditure) until then. The government
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 government has
only two types of this item, one which arises under a modified accrual basis of accounting;
un