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Communication with Audit Committees

The Honorable Mayor
and Members of the City Council
Devine, Texas

We have audited the financial statements of the governmental activities, the business-type activities, cach major
fund, and the aggregate remaining fund information of the City of Devine, Texas for the year ended September 30,
2014. Professional standards require that we provide you with information about our responsibilities under generally
accepted auditing standards and Government Auditing Standards, as well as certain information related to the
planned scope and timing of our audit Professional standards also require that we communicate to you the
following information related to our audit,

Signif sudit Findi
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by the City of Devine, Texas are described in Note | to the financial statements. No new accounting
policies were adopted and the application of existing policies was not changed during the year. We noted no
transactions entered into by the governmental unit during the year for which there is a lack of authoritative guidance
or consensus. All significant transactions have been recognized in the financial stalements in the proper period.

Accounting estimates are an integral part of the financial stalements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected. The most
sensitive estimates affecting the City of Devine, Texas's financial statements were:

Management's estimaie of the deferred tax revenue is based on historic collection percentages. We
evaluated the key factors and assumptions used to develop the deferred tax revenue in determining that it is
reasonable in relstion to the financial statements taken as a whole.

Management's estimates of the allowance for deprecistion is based on the estimated useful lives of the
assets. We evaluated the key faciors and assumptions used to develop the allowance for depreciation in
determining that it is reasonable in relation to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance 10 financial statement
users. The most sensitive disclosures affecting the financial statements were:

The financial statement disclosires are neutral, consistent and clear,
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Difficulties Encounered in Performing the Awdit
We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other
than those that ase trivial, and communicate them to the appropriate level of management. Management has
corrected all such misstatements.  In addition, none of the misstatements detected as a result of audit procedures and
correcied by management were material, either individually or in the aggregate, to each opinion unit’s financial
stitements taken as a whole,

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial accounting
reporting, or auditing matter, whether or not resolved 1o our satisfaction, that could be significant to the financial
statements or the auditor’s report. Wie are pleased to report that no such disagreements arose during the course of
our audit.

Management Representations

We have requested certain representations from management that are included in the Management fepresentation
letter dated February 20, 2015,

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar 1o obtaining a “second opinion™ on certain situations, 1 a consultation involves application of an accounting
principle 1o the governmental unit's financial statements or a determination of the type of auditor's opinicn that may
be expressed on those statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with
other ccountants.

Chher Awdit Findings or fssues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards,
with management each year prior to retention as the City of Devine, Texas's auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our
refention.

Crker Matters

With respect to the supplementary information accompanying the financial statements, we made certain inquiries of
management and evaluated the form, content, and methods of preparing the information to determine that the
information complies with accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from prior period, and the information is appropriate and complete in relation to our
audit of the financial statements. We compared and reconciled the supplementary information 1o the underlying
accounting records used to prepare the financial statements or to the financial statements themselves.

This information is intended solely for the use of the City Council and administration of the City of Devine, Texas
and is not intended to be used and should not be used by anyone other than these specified parties.

Sincerely,

C‘ﬂ..f-l..-rr'lﬂ..wr %hw@% Lo

Certified Public Accountants
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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor

and Members of the City Council
City of Devine, Texas

Devine, Texas TRO16

Report on the Financial Statements

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

Management's Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures 1o obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the suditor's judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control,

Accordingly, we express no such opinion. An audit also includes evalusting 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.
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Opinions

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

Other Matters

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the managements
discussion and analysis and the budgetary comparison schedule on pages 5-11 and 39 be presented to
supplement the basic financial statements. Such information, although not a pant of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, of 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 Amernica,
which consisted of inguiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our ingquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other formation

Onir sudit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Devine, Texas's basic financial statements. The combining and individual nonmajor
fund financial statements are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The combining and individual nonmajor fund financial stslements are the
responsibility of management and are derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or 1o the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the combining and individual nonmajor fund financial statements are fairly
stated, in all material respects, in relation to the basic financial statements as a whole.



Other Reporting Required by Government Audiring Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 20,
2015 on our consideration of the City of Devine, Texas's internal control over financial reporting and on
our tests of its compliance with cenain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that repont is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance, That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City of Devine, Texas's internal
contrel over financial reporting and compliance.

C?ﬂium, MNonten, 1’f‘(,*'g'-'’LIFJ““"{‘;,I- LLr

Certified Public Accountants
LUvalde, Texas
February 20, 2015



MANAGEMENT'S DISCUSSION AND ANALYSIS

The annual financial report of the City of Devine (the City) is presented in five sections, management's discussion
and analysis {this Part), basic financial statements, required supplementary information, combining and individual
nonmajor fund statements and the federal section. This section of the Ciry's annual financial report presents our
discussion and analysis of the financial performance during the fiscal year ending September 30, 2014, Please read
it in conjunction with the City's financial section, which follows.

erview of the Basic Financial Statemen
The basic financial statements include two kinds of statements that present different views of the City:

»  The first two statements are governmenl-wide financial statements that provide both {ong-ferm and shart-
ferm information about the City"s overall finencial stius,
#  The remaining statemnents are fund finamctal starements that focus on individual parts of the government,

reporting the City"s operations in mare detaid than the government-wide statements.
*  The governmental funds statement tell how gemeral government services were financed in the short

ferm as well as what remains for future spending.
*  Proprietary fund statements provide information about financial operations in which the City

provides cemain wiliny services for the benefit of its citizens.

The financial statements also include motes that explain some of the information in the financial statements and

provide more detailed data



Government-wide Statements

The government-wide statements report information about the City as a whole using accounting methods similar to
those used by private-sector companies. The statement of net position includes alf of the government's assets and
liabilities. All of the current year's revenues and expenses are accounted for in the statement of activities regardless
of when cash is received or paid

The two government-wide ststements report the City's met position and how they have changed. Nei position-the
difference between the City's assets, deferred outflows, liabilities, and deferred inflows is cne way to measure the
City”s financial health or posiion

*  Over ume, increases or decreases in the City's net position are an indicator of whether its financial health
is improving or deteriorating. respectively.

*  To assess the overall health of the City, you need to consider additional nonfinancial factors such as
changes in the City's 1ax base.

The govemment-wide financial statements of the City include the Governmenial activities Most of the City"s basic
services are included here, such as public safety, streets and parks, health and sanitation, and general administration.
Property taxes and service fees finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the City's most significant funds, not the City
as a whole. Funds are accounting devices that the City uses 1o keep track of specific sources of funding and
spending for particular purposes.

*  Some funds are required by law and by bond covenants.
®  The City Council establishes other funds to control and manage money for particular purposes or to show
that it is properly using certain taxes and grants.



———-————-—-----

The City has two kinds of funds:

Gevernmental funds — Most of the City's basic services are included in governmental funds, which focus
on (1) how cash and evher financial assets that can readily be converted to cash flow in and out and (2)
the balances left at year-end that are available for spending. Consequently, the governmental fund
statements provide a detailed short-ferm view that helps you determine whether there are more or fewer
financial resources that can be spent in the near future fo finance the City's programs. Because this
information does not encompass the additional long-term focus of government-wide statements, we
provide additional information on the subsequent page, that explain the relationship (or differences)
between them,

FProprietary funds - Services for which the City charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long- and short-
term financial information,

*  The City's combined net position was $7,793,374 at September 30, 2014, an increase of $331,568 from the

prior year, incleding a prior period adjustment of 530,745, for revenue recognition items.
*  During the year, the City's revenue was $4 956,621 as reflected below:

a)
b)
c)
d)
e}

e)

gl

— Governmental Activities
Current Prior
—t L N |
Taxes 51915417 51,656,698
Charges for Services Q12,906 12,913
Investment Earnings 5307 5,142
Grants and Contributions 1,165 15,298
Other 25319 45723
Sub-tonal 52,860,114 22,333,774
Busi \ctiviti
Current Prior
— Year
Charges for Services £1,767 638 £1,659 593
Investment Eamings 14,305 15310
Cither 314 564 11,255
Sub-total 2,086 507 _ 1686 162
Total Revenue 95662l  $4220936



. Durning the year, the City's expenses were $4,574 308 as reflected below:

—Covernmental Activities
Current Prior

a)  General Government 5 484,118 5 400,064
b)  Public Safety 964,497 916,735
cl Streets and Parks 452,146 472,110
d)  Health and Sanitation 690,869 691,237
¢)  Culture and Recreation 109,613 102,679
fi  Interest and Other Fees —13.580 — 16473
Sub-Total $L.714.823 $2590.298

— Business-type Activities

Current Prior

a)  Water and Sewer $1.859.485 21,766,360
Sub-Total 1859 485 _L.766,360
Total Expenses S4ST408  §4365858

*  The general fund reponied a fund balance this year of $1,443,985, an increase of $123,263 from the prior year.
*  Revenues were 511,514 below budget and expenditures were $8, 888 below budget.

*  The general fund transferred $320 to the debt service fund during the year.



*  The Ciry's combined net position was §7,793,374 at September 30, 2014, as reflected below:

Current and ather assets
Capital and non-current assets
Total Assets

Current linhilities
Long term liabilities
Total Liabilities

Deferred Inflows

Met Position:

Mel investment in capital asseis
Restricted

Uinrestricted

Total Net Position

Current and other assets
Capital and non-current assets
Tolal Assets

Current liahilities
Long term liabilities
Total Liabilitics

het Position:

Met investment in capital assets
Unrestricted

Total Net Position

Combined Total Net Position

VEF i tivi

Current Prior

Year Year
£ 1,844,180 5 1,723,044
__TROO2] — 553,019
26242 E 5 Fﬁ HE
5 219.893 5 218227
__ 430,000 — 353,000
669,893 S lll220
m ;
£ 330,021 £ 05009
43,9032 45401
I 525,459 1261 416
Slf22.052 2 1303.836

Busi cliv

Current Prior
—Xear — Year
§ 3,240,045 5 3.355527
5,066,223 4,992 626
20,306,268 8348153
£ 487276 5 405458
—L925.000 A T
; 1.:!1 11& E 1&2; iﬁ
5 2,936,223 £ 2706901
— 2957769 —2.950,069
2823392 £.3.656.370
T.793.374 E EIJEIIEE



Capital Assets and Debt Administration
Capital Assets

Capital assets for the City at fiscal vear end September 30, 2014 amounted to $5,846,244. 1t is the City's policy 1o
charge off as a current expenditure any purchases less than $1,000. The 1otal capital assets recorded were land and
ts improvements, buildings, equipment and streets as reflected below:

City"s Capital Assets

Governmental Business-iype Governmental Business-type

Activities Activities _Activithes Activithes
r Prior Year

— Current Yea
Land $ 147,165 5 215714 5 147,165 5 215714
Buildings and improvements 730,858 2,868 723,604 2,068
Equipment 1,122,866 042,117 |, 081,346 850,024
Water & utility improvements 2,639,261 10,921,407 2,573,502 10,450,665
Water rights - 42 500 . 402,500
Totals at historical cost 4,640,180 12,484,706 4,525, 19 11,971,875
Total accumulated depreciation (3,860,159) (TA1B483) 3672710 6,979,249
Met capital assets $__J8002] £ 5066223 £ 853019 5 4902626
Long-term Debt

The City has the following long term debt at year end:

City's Long Term Debt

Governmental  Business-type Governmental Business-1ype

Activities  _Activitles  _Activities Activities

Current Year Prior Year
General Obligation Bonds 5 450,000 520130000 5 555,000 5 380,000
Certificates of Obligation . . . 1,875,000

Linamortized Premium

: : . 0
e Ai0000 52130000 §_SSS000 2285735

During the year, the City refunded $1,755,000 of the Series 2011 bonds by issuing Series 2013 General Obligation
Refunding Bonds of §1,840,000. The cash flow savings is $175,656 with a present value savings of §152,632.



niactin s Fi Managemeni

The financial report is designed for customers, investors, and creditors with a general overview of the City's finances
and to demenstrate the City's accountability for the money it receives. If you have questions about this report or
need additional financial information, contact;

City Administrator
City of Devine

303 South Teel
Devine, Texaz TR0
(330) 663-2804
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CITY OF DEVINE, TEXAS EXHIBIT A-1
STATEMENT OF NET POSITION
SEFTEMBER 30, 2014

Primary Government
Business
Giovernmental Type
Activities Activities Total
ASSETS
Cash and Cash Equivalents 5 1446524 § 2709626 8§ 4,156,550
Receivables (net of allowance for uncollectibles) 391,105 206,817 597822
Internal Balances 6,151 (6,151) -
Festricted Assets:
Cash and Cash Equivalents - 329,753 329,753
Capital Assets:
Land 147,165 215,714 362,879
Buildings, net B1.847 652 82,499
Machinery and Equipment, net 551,009 4,849 857 5,400,866
Total Assets 2,624,201 8,306,268 10,930,469
LIABILITIES
Accounts Payable 217,193 108,114 325,907
Accrued Interest Payable 2,100 - 2,100
Payable from Restricted Assets - 379,162 iTe.162
Moncurrent Linbilities
Due Within One Year 105,000 - 105,000
Dwwe in More Than One Year 345,000 1,925,000 2,270,000
Total Liabilities BA.EDT 2412276 3,082,169
DEFERRED INFLOW OF RESOURCES
Paving Assessmenis 9.022 - 9,022
Municipal Coun 45,904 . 45,5904
Total Deferred Inflows of Resources 54,926 - 54 926
MWET POSITION
Net Investment in Capital Assets 130,021 2936223 3,266,244
Resmcted for:
Debi Service 22,699 . 22,699
Other Purposes 21,203 - 21,203
Unrestricted Met Position 1,525,459 2,957,769 = 4,483,228
Total Met Position £ 1899382 3 58938492 & 7,793,374

The notes to the financial statements are an integral part of this statement.
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CITY OF DEVINE, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Program Revenues
Oiperating
Charges for Grants and
Expenses Sarvicos Contrbuiicns
Primary Governmeni:
GOVERNMENTAL ACTIVITIES:
General Governmeni 5 484,118 § 16316 % .
Public Safety B64,4%7 43,480 1,165
Streets and Parks 452,146 . .
Healih and Sanitation 3, 864 TIT870 g
Culture and Recreation 109613 15,240 -
Interest 13,580 - e
Total Governmental Activilies; 2714823 12,906 I, 165
BUSIMESS-TYPE ACTIVITIES:
Water and Sewer Fund 1,859 485 I, 767 638 311,151
Total Business-Type Activities: 1,859 485 1,767,634 Innas
TOTAL PRIMARY GOVERNMENT: 1 4574308 % 2 680,544 § 312316
General Revenwes:
Taxes:

Property Taxes, Levied for General Purposes
Property Taxes, Levied for Debt Service
Crilver Taxes
Mizcellaneous Revenue

Investment Earnings
Total General Revenues

Change in Met Posifion
Met Position - Beginning
Prior Penod Adjestment
Met Position--Ending

The motes io the financial statements are an mtegral part of this statement,
13




et [ Expense) Revesue and
Changes in Met Position
Frimary Government:
Governmenial Busincs-Type
Activities Activigies Tioal

5 (36T R0 % (367,802)
(919,253 - (5.852)
(452,146) = (452, 144)
47,001 = 47,001
(%4373} - (94,373)
{13.580) w i 13,5800
(1,800,752} = (1,500,752
- 219,304 219304
- 219304 219304
(1,800,752} 219,304 (1,581 448)
6,033 - 04,033
118 8094 . 118,896
1,192,458 - 1,192,488
25319 3413 28,732
5307 14,303 19,602
1,546,043 17,718 1.063,761
145,291 237,022 382,313
1,504,836 5,656,970 TA461 806
(30,745) * (¥0,745)
5 I,890.382 § 5,893,992 7,793,374

14
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CITY OF DEVINE, TEXAS
BALANCE SHEET
GOVERMMENTAL FUNDS
SEPTEMBER 30, 2014
Tatal
General Oriher Crrvernmnental
Fuss Fumds Fiends
ASSETS
Cash and Cash Equivalents £ 1,407,181 % 39743 £ 1446924
Taxes Receivable 77,599 20,723 98,322
Allowance for Uncollectible Taxes (credit) (11,640) (3,108) (14,748)
Receivables (Met) 145,022 4,625 149,647
Intergovernmental Receivables 157,884 157 B&4
Due from Other Funds 6,261 6,261
Toual Assets § 1,782307 % 61,983 5 1,544,290
LIABILITIES
Accounts Payable 5 B4.R32 % - % B4 832
Accrued Liabilides 132,605 156 132,941
Due o Other Funds - 110 110
Totml Liabilities 217437 466 217,503
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Property Taxes 65050 17,615 83,574
Unavailable Revenue - Paving Assessmenis 9,022 . 9,022
Unavailable Revenue - Municipal Court 45,904 - 45,504
Total Deferred Inflows of Resources 120,885 I7.615 138,500
FUND BALANCES
Retirement of Long-Term Debt - 22,699 22,600
Chher Restricted Fund Balance - 21,203 21,203
Unassigned Fund Balance 1,443 SRS - 1 443,985
Total Fund Balances 1,443,985 43802 | 487 R8T
Total Liabilities, Deferred Inflows & Fund Balances § 1,782,307 § 61,983 5 |.844.200
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The notes to the financial ststements are an integral part of this statement.
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EXHIBIT C-2
CITY OF DEVINE, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
SEPTEMBER 130, 2014

———

Total Fund Balanees - Governmental Funds g 1,487 887

Capital assets used in governmental activities are not financial resources and 208,019
therefore are not reported in governmental funds. At the beginning of the year, the

cost of these assets was 54,525,729 and the accumulated depreciation was

$(3,672,710). In addition, long-term liabilities, including bonds payable of

$(555,000), are not due and payable in the current period, and, therefore are not

reported as liabilities in the funds. The net effect of including the beginning

balances for capital assets (net of depreciation) and long-term debt in the

governmental activities is (o increase net position.

Current year capital outlays and long-term debt principal payments are expenditures 246,086
in the fund financial statements,but they should be shown as increases in capital '
assets and reductions in long-term debt in the government-wide financial statements.

The net effect of including the 2014 capital outlays of $141,086 and debt principal

payments of $105,000 is to increase net position.

The 2014 depreciation expense increases accumulated depreciation. The net effect (214,084)
of the current year's depreciation is to decrease net position.

Various other reclassifications and recognitions are necessary to convert from the 81,474
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing unavailable property taxes receivable of $83,574 as revenue, and

recognizing accrued interest of $(2,100) associated with long-term debt. The net

effect of these reclassifications and recognitions is to increase net position.

Net Position of Governmental Activities 3 1,899,382

The notes to the financial statements are an integral part of this statement,
16



EXHIBIT C-3
CITY OF DEVIMNE, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERMNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2014
Tistal
Gieneral Chibser Governmienial
Furd Fundy Fiends
REVENUES:
Taxes:

Taxes 1 1.681,785 § 242599 § 1,924 1484
Licenses and Permits BE &40 = RH.440
Iniergovernmental Revenue . 1,165 1,165
Charges for Services TAT.570 - TiT.870
Fines and Feea 92581 = a2 581
Investment Eamings 5308 7 5,395
Contmbutions 7489 - TAED
Other Revenue 11,757 . 11,757

Total Reverues 2625,230 243,851 2 E6D.081
EXPENDITURES:
Current:
General Government 337078 125,558 462636
Public Safety 914,244 1,042 915,286
Streets and Parks 325,352 - 325352
Health and Sanitation H84, 445 . G4 445
Culmre and Recreation 0 440 - G0 440
Capital Outlay 141,086 - 141,086
Diebt Service:
Debt Principal - 105,000 (LA ]
Inberest - 14,070 14,070
Total Expenditures 2,500 645 245 6T 2. 747315
Excess fﬂqﬁnim] of Revenues Over [Under) 121,585 {1,819) 121,766
Expendifures
OTHER FINANCING SOURCES (USES):
Transfers [n - 320 L
Onther (Uses) (320} - (3209
Total Other Financing Sources (Uses) (320) 320 -

Met Change in Fund Balances 123,265 (1,49%) 121,764

Fund Balance - October | (Beginning) 1,320,720 45401 1366121

Fund Balance - Sepiember 30 {Endmg) 1 1,443,985 § 43902 § | 487,887

The notes io the financial statements are an integral part of this staterment.
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EXHIBIT C-4
CITY OF DEVINE, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES [N FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Total Net Change in Fund Balances - Governmental Funds g 121.766

Current year capital outlays and long-term debt principal payments are expenditures in 246,086
the fund financial statements, but they should be shown as increases in capital assets )
and reductions in long-term debt in the government-wide financial statements. The net

effect of removing the 2014 capital outlays of $141,086 and debt principal payments of

$105,000 is to increase the change in net position.

Depreciation is not recognized as an expense in governmental funds since it does not (214,084)
require the use of current financial resources. The net effect of the current year's g
depreciation is to decrease the change in net position.

Various other reclassifications and recognitions are necessary to convert from the (8,477)
modified accrual basis of accounting to accrual basis of accounting. These include '
recognizing the change in unavailable property taxes receivable of $(8,967) against

revenue, and recognizing the change in acerued interest of $490 associated with long-

term debt. The net effect of these reclassifications and recognitions is to decrease the

change in net position.

Change in Net Position of Governmental Activities 5 ]45,29;

The notes to the financial statements are an integral part of this statement.
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CITY OF DEVINE, TEXAS ey
STATEMENT OF MNET POSITION
PROPRIETARY FUNDS
SEPFTEMBER 30, 2014
Business Type
.
Toeal
Enterprise
Funds
ASSETS
Current Assets:
Cash and Cash Equivalents § 2.709.626
Restricted Assets - Current:

Cash and Cash Equivalents 329,753
Interest Receivable 1,827
Accounts Recevable-MNet of Uncollectible Allowance 202,990

Total Current Assets 3,246,196
Noncurrent Assets:
Capital Assets:

Land 215,714

Buildings, net 652

Equipment, net 4,524 402

Water Rights, net 125,455

Total Noncurrent Assets 5,066,223
Total Assets __B312419
LIABILITIES
Current Liabilities:
Accounts Paynble 5718
Accrued Lisbilities 72,396
Due 1o Oiher Funds 6,151
Payable from Restricted Assets - Current:

Bonds 205,000

Customer Deposits 166,984

Accrued Interest 1,178

Total Current Liabilities 493,427
MonCuarreni Lisbilities:

Bonds Payable - Non-Current:
Revenue Bonds Payable 1,925,000
Total Noncwrrent Liabilities | 525,000
Total Liabilites 2418427

NET POSITION

Net Investment in Capital Assets 2,936,223
Unrestricted Net Position 2,957,769

Total Net Position

The notes to the financial statements are an integral part of this statement.
1%

5 5893992
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CITY OF DEVINE, TEXAS GORRLT 2
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROFPRIETARY FUNDS
FOR THE YEAR ENDED SEFTEMBER 30, 2014
I‘.ll.llllll_'l}'pll
et o]
T Toml
Enterprise
Fuands
OPERATING REVENUES:
Charges for Services 5 1,767,638
Orher Bevenue 1413
Total Operating Revenues 1,771,051
COPERATING EXPENSES:
Personnel Services T28 887
General and Administrative 46,120
Purchased Services 190,015
SupplieaMainienance 377,543
Depreciation 433,345
Miscellaneous 48,372
Total Operating Expenses 1,824 582
Oiperating Income (Loss) (53,531)
HON-OPERATING REVENUES (EXPENSES):
Grants 311,151
Investment Earnings 14,305
Interest Expense - Non-Operating (34,903)
Total Mop-operating Revenue { Expenses) 290,553
Change in Met Position 237,022
Total Net Position October | (Beginning) 5,656,970
Toaal Met Position September 30 (Ending) £ 5893992

The notes 1o the financial statements are an integral part of this stalement.
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EXHIBIT D-3 (Coni'd)
CITY OF DEVINE, TEXAS
STATEMENT OF CASH FLOWS
PROFPEIETAREY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2014
Basinres-Type
LTuipii ]
Total
Emierprze
Funds
Cash Flows from O e Agtiviti
Cash Received from User Charges § 1,732,045
Cash Payments for Personnel Services (726.280)
Cash Payments for Supplies and Services (T33,880)
Cash Payments for Other Operating Expenses (48,372)
Net Cash Provided by Operating e
Activities <851
Cash Flows from Non-Caciial Finaocing Aclivities:
Grant Proceeds M1,151
ash Flows trom Capital & Relas
Acquisition of Capital Assets ($06,942)
Bond Proceeds 1, &40,000
Bond Principal Paid {1,565, 000)
Bond Interest Paid (73.518)
Net Cash Provided by (Used for) Capital & ST
Related Financing Activities (703,438)
ash Flows from | . A =
{Increase) Decrease in Restricted Cash 59,638
Interest on Investments 13,487
Met Cash Provided by Investing
Mei Increase{Decrease) in Cash and Cash Equivalenis [(97,669)
Cash and Cash Equivalents at Beginning of the Year: 2,807,295
Cash and Cash Equivalents ai the End of the Year § 1709626

The notes 1o the financial statements are an integral part of this statement.
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EXHIBIT -3
CITY OF DEVINE, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2014
Busitrss-Type
ALty
Tioial
Enterprise
Fusnds
Emm'wﬂm! ided By C . R
. ting (Loss): 5 [53.531)
Adjustments to Reconcile Operating Income
to Net Cash Provided by Ciperating Activities:

Depreciation 433,345

Effect of Increases and Decreases in Current
Assets and Liabilities:

Decrease (increase) in Receivables (39,524}

Increase [decrease) n Accounts Payable (122423}

Increase (decrease) in Accrued Linbilities {5,275)

Increase (decrease) in Customer Deposits 1,225
Net Cash Provided by Operating -

Activities 5 21513

The notes 1o the financial statements are an inegral part of this staiement.
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CITY OF DEVINE, TEXAS
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2014

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Devine (the “City™) is a municipal agency operating under the applicable laws and regulations of the
State of Texas. It is governed by a six member City Council elected by registered volers of the City. The City
prepares s general purpose financial statements in conformity with generally accepied accounting principles
promulgated by the Governmental Accounting Standards Board and other authoritative sources identified in
Statement of Anditing Standards No. 69 of the American Institute of Certified Public Accountanis; and it complies
with the requirements of contracts and grants of agencies from which it receives funds.

A. REPORTING ENTITY

Because the City Council is elected by the public; has the authority 1o make decisions, sppoint adminisirators and
managers, and significantly influence operations; and has the primary accountability for fiscal matters; the City 18
not included in any other governmental “reporting entity™ as defined by the Governmenial Accounting Standards
Board (“GASB") in its Statement No. 14, “The Financial Reporting Entity,” There are no component unils included
within the reporiing entity.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The Statement of Net Position and the Statement of Activities are government-wide financial statements. They
report information on all of the City of Devine's nonfiduciary activities with most of the interfund activitics
removed. Governmental activities include programs supported primarily by taxes, and other intergovernmental
revenues. Business-nype activities include operations that rely to a significant extent on fees and charges for support.

The Stutement of Activities demonstrates how other people or entities that participate in programs the City operates
have shared in the payment of the direct costs. The “charges for services” column includes payments made by
parties that purchase, use, or directly benefit from goods or services provided by a given function or segment of the
City. The “grants and contributions™ column indicates amounts paid by organizations outside the City to help meet
the operational or capital requirements of a given function. If a revenue s not a program revenue, il ks a general
revenue used to support all of the Ciny's functions. Taxes are always general revenues.

Interfund activities between governmental funds appear as due to/due froms on the Governmenial Fund Balance
Sheet and as other resources and other uses on the Governmenial Fund Statement of Revenues, Expenditures and
Changes in Fund Balance. All interfund transactions between governmental funds sre eliminated on the
government-wide statements. [nterfund activities between governmental funds and enterprise funds remain on the
government-wide statements and appesr on the government-wide Statement of MNet Position as internal balances and
on the Statement of Activities as interfund iransfers,

The fund financial statements provide reports on the financial condition and results of operations for two fund
ciegories = governmental and proprictary. The City considers some governmental funds major and repons their
financial condition and results of operations in & separate column.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Owperating revenues and

expenses result from providing services and producing and delivering goods in connection with a proprietary fund’s
principal engoing operations. All other revenues are nonoperating.
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C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements use the economic resources measurement focus and the accrual basis of
accounting, as do the proprietary fund financial statements, Revenues are recorded when eamed and expenses are
recorded when a liability is incurred, regardless of the timing of the related cash flows. Propery laxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized 23 revenue as
soon as all eligibility requirements imposed by the provider have been met

Governmental fund financial statements use the current financial resources measurement focus and the modified
accrual basis of accounting. With this measurement focus, only current assets, current liabilities and fund balances
are included on the balance sheet. Operating statements of these funds present net increases and decreases in current
assets (i.e., revenues and other financing sources and expenditures and other financing wses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which they become bath
measurable and available, and it recognizes expenditures in the accounting period in which the fund liability is
incurred, if measurable, except for unmatured interest and principal on long-term debt, which is recognized when
due. The expenditures related to certain compensated absences and claims and judgments are recognized when the
obligations are expected 1o be liguidated with expendable available financial resources. The City considers all
revenies available if they are collectible within 60 days after vear end.

Revenues from local sources consist primarily of property taxes. Property tax revenues and revenues received from
the State or Federal Government are recognized under the susceptible to accrual concept. Miscellaneous revenues
are recorded as revenue when received in cash because they are generally not measurable unnil actually received.
Investment earnings are recorded as eamed, since they are both measurable and available.

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the grant.
Accordingly, when such funds are received, they are recorded as unearned revenues until related and authorized
expenditures have been made. If balances have not been expended by the end of the project period, grantors some
times require the City to refind all or part of the unused amount.

The Proprictary Fund Types are accounted for on a flow of economic resources measurement focus and utilize the
accrual basis of accounting. This basis of accounting recognizes revenues in the accounting period in which they are
eamed and become measurable and expenses in the accounting period in which they are incurred and become
measurable. The fund equity is segregated into net investment in capital assets, restricted net assets, and unrestricted
niet BsseLs.

. FUND ACCOUNTING
The City reports the following major governmental funds:

The General Fund — The general fund is the City's primary operating fund. It accounts for all
financial resources excepd those required o be accounted for in another fund.
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Additionally, the City reports the following fund type(s):
Grovernmental Funds:

Special Revenue Funds — The City accounts for resources restricted to, or designated for, specific purposes by
the City or a grantor in a special revenue fund. Most Federal and some State financial assistance is accounted
for in a Special Revenue Fund, and sometimes unused balances must be returned to the grantor at the close of

specified project periods.

Debt Service Fund — The City accounts for resources accumulated and payments made for principal and
interest on long-term general obligation debt of governmental funds in a debt service fund.

Major Proprietary Fund:

Enterprise Fund - The City's activities for which outside users are charged a fee roughly equal 1o the cost of
providing the goods or services of those activities are accounted for in the Enterprise Funds. The City's major
Enterprise Fund is the Water and Sewer System Fund.

E. FUND BALANCE POLICY

The City reports fund balance for governmental funds in classifications based primarily on the extent to which the
City is bound to honor constraints on the specific purposes for which amounts in those funds can be spent. The
nonspendable classification represents assets that will be consumed or “must be mainizined in 1a3c1™ and therefore
will never convert to cash, such as inventories of supplies. Provisions of laws, contracts, and grants specify how
fund resources can be used in the restricted classification. The nature of these two classifications precludes a need
for a policy from the City Council. However, the City Council has adopted fund balance policies for the three
unrestricted classifications - committed, assigned, and unassigned.

From time to vime, the City Council may commit fund balances by a majority vole in a scheduled meeting. The
Council's commitment may be modified or rescinded by a majority vote in o scheduled meeting. Council
commitments cannot exceed the amount of fund balance that is greater than the sum of nonspendable and restricted
fund balances since that practice would commit funds that the City does not have. Commitments may be for facility
expansion or renovation, program modifications, wage and salary adjustments, financial cushions and other purposes
determined by the Council,

The City Council may delegate authority to specified persons or groups 10 make assignments of certain fund
balances by a majority vote in a scheduled meeting. The Council may modify or rescind its delegation of authority
by the same action. The authority to make assignments shall be in effect until modified or rescinded by the Council
by majority vote in a scheduled meeting. The Council has delegated this authority to the City Administrator.

When the City incurs expenditures that can be made from either restricted or unrestricted balances, the expenditures
should be charged to resiricted balances. When the City incurs expenditures that can be made from either
commifted, assigned, or unassigned balances, the expenditures should be charged in the same order

Restricted
Debt Service 22,4699
Lodging Tax 16,610
TCOLE 2,743
TIF Fund | B50
Total Restricied 43,902
Uinassigned 1443 985
Total Fund Balances 5 487 HI
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F.

OTHER ACCOUNTING POLICIES

For purposes of the statement of cash flows for proprietary fund types, the City considers highly liquid
investmenis to be cash equivalents if they have a maturity of six months or less when purchased.

The City records purchases of supplies as expenditures.
The City records its investments al cost, which approximates fair value.

Deferred inflows accounted for on the balance sheet relates 1o uncollected property taxes less the amount of
doubtful accounts, as well as paving assessments and municipal couwrt revenue.

The City provides risk management obligations by carrying commercial insurance. General liability insurance
is obtained from a commercial nsurance carmier.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

In the government-wide financial statements, and proprietary fund rypes in the fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprictary fund type statement of net position.

Capital assets, which include land, buildings, furniture and equipment, and infrastructure are reported in the
applicable governmental or business-type activities columns in the government-wide financial stalements.
Capital assets are defined by the City as assets with an initial, individual cost of more than 51,000 and an
estimated useful life in excess of two vears. Such assets are recorded ot historical cost or estimated historical
cost if purchased or constructed, Donated capital assets are recorded at estimated fair market value at the date

of donation,

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assels
lives are not capitalized, Major outlays for capital assets and improvements are capitalized as projects are
constructed.

Buildings, furniture and equipment of the City is depreciated using the straight line method over the following
estimated useful lives:

—Assels _Years
Buildings 7-27
Litility Improvements 440
Equipment 3-13
Water Rights 50
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. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. BUDGETARY DATA

The City Council adopts an “appropristed budget” for the General Fund. The City is required to present adopted and
final amended budgeted revenues and expenditures compared to actual revenues and expenditures for this fund. The
City compares the final amended budget to actual revenues and expenditures. The General Fund budget report
appears as Exhibii E-1.

The following procedures are followed in establishing the budgetary data reflected in the general-purpose financial
statements:

I. Thirty to sixty days prior to the beginning of each fiscal year, the City Secretary submits to the City
Council a proposed budget prepared on the modified accrual basis which is consistent with generally
accepled accounting principles at the department level for the fiscal year beginning on the following
October 1. The operating budget includes proposed expenditures and the means of financing them.

[

Public hearings are conducted at which all interested persons’ comments concerning the budget are heard.

3. The budget is legally enacted by the City Council through passage of an ordinance not later than 15 days
prior to the beginning of the fiscal year.

4. The budget was amended by the City Council during the year,

B. EXPENDITURES IN EXCESS OF BUDGETED AMOUNT

As noted on Exhibit E-1, the general fund had two expenditures in excess of the budgeted amount for $13,122

1. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS
A. DEPOSITS AND INVESTMENTS

The funds of the City must be deposited and invested under the terms of a contract, contents of which are set out in
the Depository Contract Law. The depository bank places approved pledged securities for safekeeping and trust
with the Ciry's agent bank in an amount sufficient to protect City's funds on a day-to-day basis during the period of
the contract. The pledge of approved securities is waived only to the extent of the depository bank's dollar amount
of Federal Deposit Insurance Corporation (“FDIC™) insurance,

As of September 30, 2014, the City had deposits of $3,764,809 in excess of FDIC insured amounts covered by
pledged securities with a value of 54,455 583,

The Public Funds Investment Act {Government Code Chapler 2256) contains specific provisions in the areas of
investment practices, management reports and establishment of appropriate policies. Among other things, it requires
the City to adopt, implement, and publicize an investment policy. That policy must address the following areas: (1)
safety of principle and liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable risk levels,
(5) expected rates of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average
dollar-weighted maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, (9) and bid solicitation preferences for certificates of deposit. Statutes authorize the City 1o investin (1)
obligations of the LS. Treasury, certain U.S. agencies, and the State of Texas, (2) certificates of deposit, (3) certain
municipal securities, (4) money market savings accounts, (3) repurchase agreements, (6) bankers acceptances, (7)
Murtual Funds, (8) Investment pools, (%) guaranteed investiment contracis, {10) and common frust funds. The Act
slso requires the City to have independent auditors perform test procedures related to investment practlices as
provided by the Act. The City is in substantial compliance with the requirements of the Act and with local policies.
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Both cash deposits and investments held at a financial institution can be categorized according to three levels of risk.
These three levels of risk are:

Category | - Cash or Investments that are insured, registered or held by the City or by its pgent in the
City"s name.

Category 2 - Cash or Investments that are uninsured and unregistered held by the counter-party’s rust
department or agent in the Ciry's name,

Category 3 - Uninsured and unregistered investments held by the counterparty, its trust department, or
its agent, but not in the City's name.

Based on these three levels of risk, all of the City's bank deposits are classified as Category 1.

The City"s temporary investments at September 30, 2014, which are reported as cash and cash equivalents, are
shown below:

Carrying Fair Credit _
Mame —Amount —Malue = Category Rating — Maturity
Certificates of Deposit £2,829.933 £2,829933 I MIA < year
Lone Star [nvestment Poal 6,351 6,351 MIA AAAmMm < year

Touals 52836288 S283628

fnvestment Accounting Policy

The City’s general policy is to report money market investments and shor-term parficipaling ntercsi-camming
investment contracts at amortized cost and to report nonparticipating interest-eaming investment contracts using a
cost-based measure. However, if the fair value of an investment is significantly affected by the impairment of the
credit standing of the issuer or by other factors, it is reported at fair value, All other investments are reported at fair
value unless a legal contract exists which guarantees a higher value. The term “short-term™ refers to investments,
which have a remaining term of one year or less at time of purchase. The term “nonparticipating”™ means that the
investment’s value does nol vary with market interest rate changes. Nonnegotiable certificates of deposit are
examples of nonparticipating interest-eaming investment contracts.

Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. Generally,
the Ciry’s investing activities are managed under the custody of the City's Investment Officer. Investing is
performed in accordance with investment policies adopted by the Council, with State Statutes and with the City's

policies.

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair value of an investment.
Investments held for longer periods are subject to increased risk of adverse interest rate changes.

Concentration of Credit Risk is the risk of loss anributed 1o the magnitude of the City's investment in a single
155UET,
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Custodial Credit Risk - Certificates of Deposit and Cash: Custodial credit risk is the risk that in the event of a
bank failure, the Ciry's deposits may not be returned 1o it.  As of September 30, 2014, all of City's bank deposits
were covered by FDIC insurance or pledged securities.

Public Funds Invesiment Pools

The investment poals used by the City are organized under the authority of the Interlocal Cooperation Act, Chapter
791, Texas Government Code, and the Public Funds Investment Act, Chapter 2256, Texas Government Code. The
investment pools are public funds investment pools created to provide a safe environment for the placement of local
government funds in authonzed short-term investment.

The City's investment in investment pools, which are exempt from regulation by the Securities and Exchange
Commission, have as one of their objectives the maintenance of stable net asset value of 1. The book value of the
position in the pools is the same as the number of the shares in each pool; the market value of a share should
approximately equal the book value of a share.

Lone 5tar Investment Pool (the Pool): The Pool's liquidity fund operates in a manner consistent with the SEC Rule
2a7 of the Investment Company Act of 1940, which allows the fund o use amortized cost rather than market value
1o report net assets 1o compute share prices. Accordingly, the fair value of the City’s position in the Pool is the same
5 the value of the Pool’s share and does not include any unrealized pains and losses,

The Pool is governed by an eleven member board of trusiees (Board) made up of active participants in the Pool. The
Board has the responsibility of adopting and monitoring compliance with the investment policy, appointing
investment officers, oversecing the selection of an investment advisor, custodian, investment consultant,
administrator, and other service providers. The Board is also responsible for monitoring performance of the Pool,
Financial information for the Pool can be obtained by writing to Post Office Box 400, Austin, Texas, T8767-0400 or
by calling 1-800-758-3927.

B. PROPERTY TAXES

Property taxes are levied by October | on the assessed value listed as of the prior January | for all real and business
personal property located in the City in conformity with the applicable Texas Propenty Tax Code. Taxes are due on
receipt of the tax bill and are delinguent if not paid before February | of the year following the vear in which
imposed. On January 31 of each year, a tax lien attaches to property 1o secure the payment of all 1axes, penalties,
and interest ullimately imposed. Property tax revenues are considered available when they are expected to be
collected during & 60-day period after the close of the city fiscal year. The City considers all delinquent taxes as
deferred inflows.,



C. DELINQUENT TAXES RECEIVABLE

Delinquent taxes are prorated between maintenance and debt service based on rates adopted for the year of the levy,
Uncollectible personal property taxes are periodically reviewed and written off, but the City is prohibited from
writing off real property taxes without specific statutory authority from the Texas Legislamure.

D. INTERFUND BALANCES AND TRANSFERS

Interfund transfers at September 30, 2014 consisted of the following amounts:

Transfers From General Fund Ta:
Drebt Service Fund i 320
Total Transafer From General Fund § 120

Interfund transfiers are in support of operations.

Interfund balances at September 30, 2014 are as follows:

Due to General Fund From:

Lodging Tax Fund L3 110
FProprietary Funds 6,151

Interfund balances are in support of operations,
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E. DISAGGREGATION OF RECEIVABLES AND PAYABLES

Receivables at September 30, 2014 were as follows:

Other

Due From Total

Taxes = Governments Other Funds _ Other  _Receivables

Froperty

Governmental Activitles:
Gencral Fund £ 759
Orther Funds 20,723

£ 157,884

£ 98332

Total Governmental Activities

Amaounts not scheduled for collection
during the subsequent vear § 14748

$ 157884 5 6261 § 149647

£ 6261 5 145022 5 386,766
. 4,625 25,348
$ 412,114

3 | . i} 5 14748

Business-type Activities:

Proprietary Funds $ 0 § 0 S -0 § 206817 § 206817
Total Business-type Activitics £ . £ - § 0 5§ 206817 £ 206817
Payables at September 30, 2014 were as follows:

Loans, Leases
And Bonds  Salaries  DueTo
Accounts  Payable - and Oither Accrued Total

Governmental Activities:

Crenveral Fund 5 Basi2 5 - § = § 132,605 3§ $ 217437
Chber Funds 110 356 - 466
Total Gov. Activities § 84832 § A 5 {3 [10 § 132961 % 0- § 217903
Amoums not scheduled
for payment during the
subsequent year 3 0 § £ % 0 § 0 § £ 3 A ¥ =0-

Business-Type Activities

Propriery Fund  § 35718 § 205000 §

Total Business

Type Activitics § 35718 5 205000 % .
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F. CAPITAL ASSETS ACTIVITIES

Capital asset activity for the year ended September 30, 2014 was as follows:

Government activities:
Land and water rights

Buildings
Lirility Improvements
Equipment

Total at historical cost

Less accumulated depreciation
Buildings

Utility Improvements
Equipment
Total accumulated depreciation

Lovernmental activities capital
assels, nel

Business-type activities:
Land

Buildings
Unility Improvements
Equipment
Warer nghts
Total at historical cost

Accumulated depreciation

Business-type activities capital
assets, net

Primary Government

Beginning Adjustments/ Ending
_Balance  Additions  Retirements  Transfers  _ Balance
§ 147165 § b - % = & 147,165
723,696 7192 - - 730,888
2,573,522 65,739 = 2,639,261
—LOBL36 ___ 6RISS __ (26635) L1232 866
—4.325.729 141,086 (26635) ___ -0- _ 4640180
631,342 17,699 - 649,041
2,215,348 122,653 - - 1,318,001
— 526,020 13,333 26635 - ___ 373,117
—3572710) __{214,084) 26635 0. _(3.860.159)
§ 853019 §_ (7299%) § i § 0- § 780021
§ 215714 § £ - 5 - 5 215714
2,968 - - 2,968
10,450,669 430,738 - - 10921407
B60,024 B2,003 922,117

— 402,500 - . 402,500
LL971%7 512.83] [ 0- 12,484,706
(6,979.249) (433 344) (5.890) _(7418483)
20092626 § 79487 § = L 5000) 5 2066220
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Deprecistion expense was charged 1o governmental sctivities as follows:

General Government
Fublic Safery
Streets and Parks
Health and Sanitation
Culture and Recreation
Total depreciation expense

G. LONG-TERM DEBT

$ 21482
49,211
126,794
6,424

— 10,173
Eed2084

The City had the following changes in long-term debt outstanding for the vear ended September 30, 2014:

Balssce Balance Arrcata
i i Drae
Cl'rlt,iil Interess Cictober |, W, In Doe
A Races 201} [ssued Retired 14 Year
G ) Activit
Ceni [ Obligat
2011 Giemersl Obligation
Hefunding Bonds § TiEO00  2m0%e  f  JSSO00 0§ 5105000 8 430,000 3105000
Tetal Governmental Activisies Lsg0 § o § 100 § w0 §_insgoe
Busi T
Fevenue Bonds
201 | General Obdigation
Refanding Bonds § 430000 2E0%W 5§ 380000 - % 0000 5§ 300 2§ 0 50000
2017 General Dbligation
Refinding Bonds | B40000  0.47%
LiT% A I 540, D0 L] 1, B0 Cele1 (ELELLI]
Cemtificates of Dbdigation
N 0%
2004 Serie 3000, 000 500 1.E75,000 1 ETS5,000 -
Unamortized Premium — s Jo. 735 -
~LlPasTEs 4 LeodTad & A
Total Businese-Type Activives 1220878 LM EL®AZM PRL00N0 £ 2080
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Annual debt service requirements as of September 30, 2014 are as follows:

2015 $ 105000 § 11,130 § 116,130 § 205000 § 42004 § 247,004
2016 [ 10,000 8,120 118,120 210,000 39 688 249 688
207 115,000 4,970 119,570 205,000 36,992 241,992
2018 120,000 1,680 121,680 195,000 33,527 228927
2019 - - - 195,000 30,491 225491
2020 - 2024 - - . 935,000 89,084 1,024,084
2025 - - - 185,000 2886 ___|87.886

Total 2450000 3 232000 3 475200 L100000 :.A75013 22305073

Bonded debt of the City consists of various series of certificates of obligation, general obligation bonds and revenue
bonds, Certificates of obligation and general obligation bonds are payable from a levy of ad valorem taxes upon all
taxable property within the City and from ceriain net revenues derived from the operation of the City's water and
sewer system. Revenue bonds are generally payable from pledged revenues generated by the water and sewer fund.
The debenture agreement for water and sewer bonds require that funds be available for 1/12th of the principal and
1/6th of the interest requirements of the next fiscal vear,

Interest expense for the year was $14,070 for governmental activities and $34,903 for business-type activities.
On Movember 19, 2013, the City redeemed $1,755,000 of the 2011 Series Refunding Bonds by issuing General

Obligation Refunding Bonds Series 2013 in the amount of §1,840,000. The cash flow savings is $175,656 with a
present value savings of § 152,632,
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H. PENSION PLAN
Plan Descrintion

The City provides pension benefits for all of its eligible emplovees through a non-traditional, joint contributory,
hybrid defined benefit plan in the siate-wide Texas Municipal Retirement System (TMRS), an agent multiple-
employer public employee retirement system. The plan provisions that have been adopted by the City are within the
options available in the governing state statutes of TMRS

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and
required supplementary information (RS1) for TMRS; the report also provides detailed explanations of the
contributions, benefits and actuarial methods snd assumptions used by the System. This report may be obtained
from TMAS® website at www, TMRS.com.

The plan provisions are adopted by the governing body of the City, within the options available in the state statutes
governing TMRS. Plan provisions for the City were as follows:

Plan Year Plan Year
2013 2014

Employee deposit rate: 550 5%
Matching ratio (City to Employee) I oo 1 RN
Years required for vesting 5 ]
Service retirement eligibility (expressed

s agelvears of service) 605, 0V20 605, 0020

100%: Repeating 100% Repeating.

Updated Service Credit Transfers Transfers
Annuity Increase (o retirees) 70% of CPl Repeating 70" of CPI Repeating

Contributions

Under the state law governing TMRS, the contribution rate for each city is determined annually by the actuary, using
the Entry Age Normal (EAN) cost method (EAN was first used in the December 31, 2013 valuation; previously, the
Projected Unit Credit actuarial eost method had been used). This rate consists of the normal cost contribution rale
and the prior service cost contribution rate, which is calculated to be a level percent of payroll from year to year.
The normal cost contribution rate for an employee is the contribution rate which, if applied 10 2 member's
compensation throughout their period of anticipated covered service with the municipality, would be sufficient to
micet all benefits payable on their behalf. The salary-weighted average of the individual rates is the total normal cost
rate. The prior service contribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the
applicable period for that city. Both the normal cost and prior service contribution rates include recognition of the
projected impact of annually repeating benefits, such as Updated Service Credits and Annuity Increases.

The City contributes to the TMRS Plan ot an actuarially determined rate. Both the employees and the City make
contributions monthly. Since the City needs to know its contribution rate in advance for budgetary purposes, there is
a one-year delay between the actuarial valuation that serves as the basis for the rate and the calendar year when the
rate goes into effect.
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The required contnbution rates for fiscal yvear 2014 were determined as part of the December 31, 2011 and 2012
actuanal valuations. Additional information as of the latest actuanal valuation, December 31, 2013, also follows:

Vaduatson Dhate 123011 12312 &3N3
Achurial Cost Method Presected Unit Credit Projected Unit Credif Emiry Age Mormal
Arnortizaiion b ethid Level Pervens Level Percesa Level Percent
of Payroll of Fayroll of Paymdl
GASH 15 Egaivalent 160 yemry; 15,1 yeary; 210 years;
Single Amonization Porcad closed ponad clomed perscd closed period
Amoriceation Poncd (or new
Gasrs L oases 30 years X years 30 yeurs
Assed Valastion Method [ 0year Smexthed 10-year Smocthed 1 0-year Smocibed
Mot el aarficet Market
Actusnial Assumptions:
Invistmnest Rate of Rotum® T0% 7.0% T.0%
Prigested Salary [rcroaes® Varies by Varies by Yaries by
age and sorvice age and service age and service
* Includes Inflation at LR 100% 1.00%
Caost=ol Living Adjustmenis L% L% r |

Funded Status and Funding Progress - In October 2013, the TMES Board approved actuanal changes in (a) the

funding method from Projected Unit Credit to Entry Age Normal, (b) the post-retirement mortality assumptions used

in calculating liabilities and contnbution rates and in the development of the Annuity Purchase Rate factors, and (¢}

the amortization policy. These acuanal changes were effective with the December 31, 2013 actuarial valuation. For

& complete description of the new sctuanal cost method and assumptions, please see the December 31, 20013 TWES
1

The funded status of December 31, 2013, the most recent actuarnial valuation date, is presented as follows:

Acruarial UAAL a5 2
Achssrisl Myzpaurial Acenund Percentage of
Waluation Vahe of Liabiliry Uefimaded AL Covered Covered
Daze Assctn LANL) Funded Ratio ILAAL] Paryredl] Payredl
{1 [Fi) 1] i4] (5 [6}

IENEA =17 4y {3y

120113 § 1776851 $pa0e088  61é%  SLIIBINT  §1J4sy  HI%




Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of
events far into the future. Actuarially determined amounts are subjected to continual revision as actual results are
compared o past expeciations and new estimates are made about the fisture,

Actuanal calculations are based on the benefits provided under the terms of the substantive plan in effect at the time
of each valuation, and reflect a long-term perspective.  Consistent with that perspective, actuarial methods and
assumptions used include techniques that are designed 1o reduce shori-term volatility in actuarial accrued liabilities
and the actuarial value of assets. The schedule of funding progress, presented as Required Supplementary
Information following the notes to the financial statements, presents multi-year trend information about whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial liability of benefits.

L SUPPLEMENTAL DEATH BENEFITS FUND

The City also participates in the cost sharing multiple-employer defined benefit group-term life insurance plan
operated by the Texas Municipal Retirement System (TMRS) known as the Supplemental Death Benefits Fund
(SDBF), The City elected, by ordinance, to provide group-term life insurance coverage 1o both current and retired
employees. The City may terminate coverage under and discontinue participation in the SDBF by adopting an
ordinance before November | of any year to be effective the following January 1.

The death benefit for active employees provides a lump-sum payment approximately equal to the employee’s annual
salary (calculated based on the employee’s actual earnings, for the 12 month period preceding the month of death);
retired employees are insured for 7,500, this coverage is an “other postemployment benefit”, or OPEB,

Contribyl]
The City contributes 1o the SDBF at a contractually required rate as determined by an annual actuarial valuation.
The rate is equal to the cost of providing one-year term life insurance. The funding policy for the SDBF program is

to assure that adequate resources are available to meet all death benefit pavments for the upcoming year; the intent is
not to pre-fund retiree term life insurance during emplovees’ entire careers.

The City's contributions to the TMRS SDBF for the years ended 2014 and 2013 were $2,B57 and $2,469,
respectively, which equaled the required contributions each vear,

J. ECONOMIC DEPENDENCY

The City of Devine has significant economic dependency upon the citizens of the City of Devine for both tax
revenue and utility fund revenue.

K. CONTINGENCIES

The City participates in various state and federal grant programs which are governed by certain rules and regulations
of the grantor agencies. Costs charged 1o the respective grant programs are subject 1o audit and adjustment by the
grantor agencies: therefore, to the extent that the City has not complied with the rules and regulations governing the
grants, if any, refunds of any money received and the collectability of any related receivable a1 September 30, 2014
may be impaired. In the opinion of the City, there are no significant contingent liabilities relating 10 compliance
with the rules and regulations governing the respective grants; therefore, no provision has been recorded in the
accompanying combined financial statement for such contingencies.

L. LITIGATION

The City’s legal counsel advises that there is no pending or threatened litigation invelving the City as of September
30, 2014
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M. COMMITMENTS

The City has construction contracts in place &t year end in the amount of 3202,371

M. PRIOR PERIOD ADJUSTMENT

Prior period adjustment is related to not recognizing as revenue deferred inflows of $50,745 for paving assessments
and municipal court fines
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EXHIBIT E-1
CITY OF DEVIME, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FLIND
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Achaa] Amowsts  Variance With

Budgeied A {GAAF BASIS) H:::tﬂ
Oiriginal Fenal | Megative)
REVEMUES:
Taxes:

Taxes 5 1495571 % 1649606 5§ 1,681,788 § 12179
Licenses and Permits 78115 &7,515 BR,440 925
Charges for Services 734,315 786,468 737870 (48.598)
Fines and Fees 11036 5,486 2581 4,095
Investment Earnings 3310 4,490 5308 B8
Contributions 11,000 10,582 7489 (3,003)
Oriher Revenue 12,183 9,597 11,757 2,160

Total Revenues 1,411,740 2636744 2,625,230 (11,514)
EXFEMDITURES:
Churrent:
General Government 332,500 140,392 337,078 3304
Public Safety H949. 820 023,505 Q4244 9,751
Streets and Parks 135,285 331,200 315352 5,840
Health and Sanitation 681,612 HE2,194 64,445 {2,044
Culture and Kecreation 90,942 102, 536 09 440 3,006
Capital Outlay 51,275 130,013 141,086 {11,073}
Total Expenditures 2,391 463 2,510,533 2,501,645 B.BER
Excess (Deficiency) of Revenues Over (Under) 20277 126,211 123,585 (2,626)
Expenditures

OTHER FINANCING SOURCES (USES):
Ohher (Uses) (5822} = (320} {320y
Total Other Financing Sources (Uses) (5.522) (3205 (3209
Met Change 14,455 126,211 123,265 (2,944)
Fund Balance - Cctober | (Beginning) 1,320,720 1,320,720 1,320,720 -
Fund Balance - September 30 (Ending) 5 1,335175 § 1446931 § 14439838 § {2,946)
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CITY OF DEVINE EXHIBIT E-2
TEXAS MUNICIPAL RETIREMENT SYSTEM
SCHEDULE OF FUNDING PROGRESS

(UNAUDITED)

Achzarial UAAL as a
Acbaarial Acnaarial Accnaed Percentage of

Vabation Value of Liahility Unfundisd AAL Corvered Covered
Dhate Azrels (AAL) Funded Ratio [LAAL) Payroll Paoroll

i1 i i1 (41 5 (5]

{1372 21 =410 (#1705

12011 $1go800  $2amps  STA% 974,951 § 1279850 76.2%
— 12O LI 2,455,300 —6L.1% §1e913 L1603 %
1230/13 176,851 2,504 008 fild % LA |aT 1,554 538 B0 %
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COMBINING AND INDIVIDUAL FUND STATEMENTS



CITY OF DEVINE, TEXAS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
SEPTEMBER 30, 2014

Toral
Lodging TCOLE TIF Nonmajor
Tax Fund Fund Special
Fund Revenue Funds
ASSETS
Cash and Cash Equivalents 5 12451 § 2,743 % 850 % 17.044
Taxes Receivable . . . 3
Allowance for Uncollectible Taxes (credit) . ; . :
Receivables (Met) 4,625 - - 4,625
Total Assets 5 17.076 § 2741 % 1850 % 21,669
LIABILITIES |
Accrued Lisbilities $ 56§ & & - ¥ 356 F
Due to Other Funds 110 - - 110
|
Total Liabilities 466 = - 466 |
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Property Taxes a i . X
Total Deferred Inflows of Resources . . ’ .
FUND BALANCES
Retirement of Long-Term Debt . . . .
Other Restricted Fund Balance 16,610 2,743 1,850 21,203
Total Fund Balances 16,610 2,743 150 21,203
Total Liabilities, Deferred Inflows & Fund Balances ¢ 17076 § 2743 § 1,850 % 21,669

The notes to the financial ststements are an integral part of this statement.
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Towl
Db Nonmagor
Service Governmental

Fund Funds
22699 % 39,743
20,723 20,723
(3,108) (3,108)
- 4,625
40,314 % 61,983
- % 156
= § 1]
= 466
17.615 17615
17,615 17,615
22,699 22,609
= 21,203
22,654 43,5902
40,314 8 61,983
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CITY OF DEVINE, TEXAS

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEFTEMBER 30, 2014

Taotal
Lodging TCOLE TIF Monmajor
Tax Fund Fund Special
Fund Revenue Funds
REVENUES:
Taxes:

Taxes 5 16,964 - 5 101,148 § 118,112
Intergovemmental Revenue - 1,165 - 1,165
Investment Earnings 25 5 - 30

Total Revenoes 16,989 1,170 101,148 119,307
EXPENDITURES:
Current:
Gieneral 24410 - 101,148 125,558
Public Safety - 1,042 - I.042
Debit Service:
Debit Principal - & N .
Interest . i - -
Total Expenditures 24,410 1,042 100,148 126,600
Excess (Deficiency) of Revenues Over {Under) (7.421) 128 - (7,293)
Expendimnires
OTHER FINANCING SOURCES (USES):
Transfers In - r i 2
Total Cither Financing Sources {Uses) - - -
Met Change in Fund Balance (7.421) 128 . (7.293)
Fund Balance - October | (Beginning) 24,031 2,615 1,850 28,496
Fund Balance - September 30 (Ending) 5 16,610 2743 0§ 1,850 § 21,203

The notes 1o the financial statements are an integral part of this statement.
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Total
Drebt Nonmajor
Service Governmental
Fumd Funids
§ 124487 242 599
= 1.165
57 &7
124,544 243,851
= 125,558
- 1,042
103,000 105,000
14,070 14,070
119,070 245,670
5474 (1.B19)
320 320
320 12
5,794 1,499}
16,905 45,401
i 22,6599 43,902

EXHIBIT F-2
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COLEMAN, HORTON & COMPANY, LLP
Ceriied Public Accountants
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ROBERT O.COLEMAN, CPA 8202786276
STEPHEM L. HORTON, CPA FAX B30-27B-EBEB
CEBDORAH Y MeDONALD, CPA cho@colemanhortoncpa. oom

JAMES C. GRUEMNWALD, CPA
DEREK L WAl KER, CPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

The Honorable Mayar

and Members of the City Council
City of Devine, Texas

Devine, Texas 78016

We have sudited, in sccordance with the auditing standards generally sccepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of
the City of Devine, Texas, as of and for the year ended September 30, 2014, and the related notes 1o the
financial statements, which collectively comprise the City's basic financial statements, and have issued our
report thereon dated February 20, 2015,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Devine, Texas's
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City of Devine, Texas's internal
control. Accordingly, we do not express an opinion on the effectiveness of the City of Devine, Texas's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A marerial weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and comrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, vet important enough to merit attention by those charged with governance.

O consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed 1o identify all deficiencies in intemal conwol that might be material
weaknesses or significant deficiencies, Given these limiations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have oot been wdentified,
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Devine, Texas's financial siatements
are free from matenal misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and maternal
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our sudit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this repont is solely to describe the scope of our testing of internal control snd compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal
contrel or on compliance. This report is an iniegral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication s not suitable for any other purpose.

c'ﬂj{-m{‘ 40!1]‘"-"-’1 ﬁ'}-n.fﬂzzﬂ; LLP

Centified Public Accountants

Llvalde, Texas
February 20, 2015
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