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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor Pro-Tem Ric Holmes
and the City Council

City of Morgan’s Point Resort

Morgan’s Point Resort, Texas

Report on the Financial Statements )

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of City
of Morgan’s Point Resort, Texas, as of and for the year ended September 30, 2015, and the
related notes to the financial statements, which collectively comprise the City’s basic financial

statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements

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

whether due to fraud or 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 the financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free from maternal misstatement.

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



for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall 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.

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 Morgan’s Point Resort,
Texas, as of September 30, 2015, and the respective changes in financial position, and where
applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Morgan’s Point Resort, Texas basic financial statements. The
individual non-major fund financial statements and other schedules are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The individual non-major fund financial statements are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing



procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the individual non-
major fund financial statements are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The other schedules (Exhibit J-1 through J-4) have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 2, 2017, on our consideration of the City of Morgan’s Point Resort, Texas’s intemnal
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 our testing of internal control over financial reporting and compliance
and the results of that testing, and not (o 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 Morgan’s Point Resort, Texas’s
internal control over financial reporting and compliance.

,Vﬂzxmnvé-/pC

Lott, Vernon & Company P.C.
Temple, Texas
February 2, 2017



City of Morgan’s Point Resort, Texas
Management’s Discussion and Analysis

As management of the City of Morgan’s Point Resort, we offer readers of the City of Morgan’s
Point Resort’s financial statement this narrative overview and analysis of the financial activities
of the City of Morgan’s Point Resort for the fiscal year ended September 30, 2015. All
amounts, unless otherwise indicated, are expressed in dollars.

Financial Highlights

e The assets of the City of Morgan’s Point Resort (City) exceeded its liabilities at the
close of the fiscal year by $7,686,891.

s As of the close of the current fiscal year, the City’s governmental funds reported net
assets of $3,845,825, $1,944,224 was capital assets (net), $72,000 was debt service and
$1,829,601 of which was unrestricted.

Overview of the Financial Statements

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

statements themselves.
Government-Wide Financial Statements

The government-wide financial statements 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
inflows/outflows and liabilities, 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 is improving or deteriorating.

The statement of activities presents information showing how the government’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).

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all of a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of the City include
general government, garbage, streets, permits and inspections, and other community services.
The business-type activities of the City include Marina Rentals and Water & Sewer operations.



City of Morgan’s Point Resort, Texas
Management’s Discussion and Analysis

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-related
legal requirements. All of the funds of the City can be divided into two categories:
governmental funds and proprietary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statement. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term in flows and outflows of spendable resources, as well as 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 requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statement, it is useful to compare the information presented for governmental funds
with similar information presented for governmental activities in the government-wide
financial statement. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. A reconciiiation between changes in net position
and changes in fund balances is provided to facilitate this comparison between government

funds and governmental activities.

Proprietary Funds

Proprietary funds are generally used to account for services for which the City charges
customers - either outside customers, or internal units or departments of the City. Proprietary
funds provide the same type of information as shown in the government-wide financial

statements, only in more detail.

Enterprise Funds

Enterprise funds are used to report the same functions presented as business-type activities in
the government-wide financial statements. The City uses enterprise funds to account for the
operations of the Water & Sewer, Marina and Capital Projects activities. Water & Sewer,
Marina and Capital Projects enterprise funds are considered to be major funds of the City.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of data
provided in the government-wide and fund financial statements.



City of Morgan’s Point Resort, Texas
Management’s Discussion and Analysis

Analysis of Net Position

As noted earlier, net assets may serve over time as a useful indicator of the government’s
financial position. In the case of the City, assets exceeded liabilities by $7,686,891 for the year

ended September 30, 2015.
(in thousands)

Governmental Business-Type
Activities Activities
2015 2014 2015 2014
Assets
Current and other assets $ 2,141 $ 2,515 $ 2,044 $ 2,178
Capital Assets 2,200 2,150 4,509 4,299
Total Assets 4,341 4,665 6,553 6,477
Deferred Outflows of Rescources
Deferred Outflow Related to Pensions 105 - 27 -
Total Deferred Outflows of Rescources 105 - 27 -
Total Assets and Deferred Outflows
of Resources $ 4,446 $ 4,665 $ 6,580 $ 6,477
Liabilities
Long-term liabilities outstanding § 417 § 325 $2,611 $ 2,755
Other liabilities 183 213 128 246
Total Liabilities 600 538 2,739 3,001
Deferred Inflows of Rescources
Deferred Inflow Related to Pensions - 55 - -
Total Deferred Inflows of Rescources - 55 - -
Net Position
Net investment in capital assets 1,944 1,814 4,263 1,544
Restricted 72 65 200 190
Unrestricted 1,830 2,193 (622) 1,742
Total Net Position 3,846 4,072 3,841 3,476
Total Liabilities, Deferred Inflows
of Resources and Net Position $ 4,446 $ 4,665 $ 6,580 $ 6,477




City of Morgan’s Point Resort, Texas
Management’s Discussion and Analysis

Analysis of Changes in Net Position
The City's net assets overall increased by approximately $218,379 for the current fiscal year.
{in thousands)

Governmental Business-Type
Activities Actjvities
2015 2014 2015 2014
Revenucs
Program Revenues:
Charges for services $§ 202 $ 275 $ 1,885 $ 1,885
Operating Grants and Contributions 7 16 - -
Capital Grants and Contributions 8 - - -
Total Program Revenues 217 291 1,885 1,885
General Revenues:
Ad valorem taxes 1,434 1,423 - -
Penalties and interest i5 15 - -
Franchise taxes 120 117 - -
Sales taxes 162 122 - -
Road maintenance taxes 5 30 - -
Economic development taxes 27 30 - -
Interest and investment income 4 2 4 -
Insurance ciaim proceeds - 34 - -
Other gain (loss) 8 38 - .
Miscellaneous income 17 34 1 -
Total General Revenues 1,792 1,845 5 -
Total Revenues 2,009 2,136 1,890 1,885
Expenses .
General 355 313 - -
Public safety 748 709 - -
Public works 615 275 - -
Community services 80 54 - -
Public safety center 44 12 -
Permits and inspections - - 7 6
Municipal services 50 47 - .
Depreciation & amortization 23 233 143 137
Interest on long term debt 9 13 100 107
Water and sewer - - 1,137 132
Marina - - 162 172
Total Expenses 2,132 1,656 1,549 1,554
Increase (decrease) in position
before transfers (123) 480 341 33
Transfers in (out) (41) (22) 41 22
Increase {decrease) in net position (164) 458 382 353
Net position (beginning of year 4,010 3,614 3,459 3,123
as restated see Note 20 on page 32)
Net position (end of year) $ 3,846 § 4,072 £ 3,84i $ 3476




City of Morgan’s Point Resort, Texas
Management’s Discussion and Analysis

Governmental Activities
Governmental activities decreased the City's net position by $164,029.

General revenues such as sales, property, and business taxes are effectively used to support
program activities Citywide. For governmental activities, overall, Ad valorem taxes are the
largest single source of funds (71%), followed by charges for services (10%), and sales tax

(8%).
Business-type Activities

Overall, business-type activities increased the City's net position by $382,408, revenues over
expenditures. The Water Department represents the largest portion of the overall increase in the
City's net position. Water & Sewer Fees, Marina Fees and interest revenue are the only source
for the Enterprise funds, and resulted in approximately $1,885,109 in revenue.

Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds (Exhibit C)

The focus of the City's governmental funds is to provide information on near-term inflows,
outflows, and balances of resources that are available for spending. Such information is useful
in assessing the City's financing requirements. In particular, unreserved 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 type of Governmental funds reported by the City includes the General and
Nonmajor Governmental Funds. As of the end of the current fiscal year, the City's
governmental funds reported an ending fund balance of $1,966,052 a decrease of $291,647 in
comparison with the prior year. Some of these funds are reserved for debt service and are
restricted in use. The remaining fund balance of $1,894,052 is unrestricted and available for
spending at the City's discretion. This fund balance, as it is undesignated, could be reserved for
encumbrances, non-current portion of note receivable, inventories, debt service, and capital

projects or designated to be used for emergencies.

Revenues for governmental functions overall totaled approximately $2,001,067 in the fiscal
year ended September 30, 2015, which represents a $62,929 decrease from the fiscal year
ended September 30, 2014. Expenditures for governmental functions, totaling $2,259,980

increased by $186,536 over the previous year.

The general fund is the chief operating fund of the City. At the end of the current fiscal year,
the total fund balance was $1,867,081.



City of Morgan’s Point Resort, Texas
Management’s Discussion and Analysis

Proprietary Funds (Exhibit D)

The City's proprietary funds provide the same type of information found in the government-

wide financial statements, but in more detaii.

At the end of the fiscal year, the unrestricted net assets for the Enterprise Funds are a deficit of
$622,139 of which the Marina Fund had $216,904 and the Water & Sewer Fund deficit
These funds are available for spending at the City's discretion for capital

$839,043.

improvement, debt service and other expense as approved by the City.

The restricted net position has been reserved for payment of debt service of $200,000.

Capital Assets and Debt Administration

Capital Assets

The City's capital assets for its governmental and business-type activities as of September 30,
2015, amount to $6,709,405 (net of accumulated depreciation). Capital assets include land,
buildings and improvements, water and sewer systems, and equipment.

Capital Assets, Net of Depreciation
September 30, 2015

Land and improvements
Buildings and improvements
Improvements other than buildings
Machinery and equipment
Construction in progress

Total

Governmental Business-Type
Activities Activities Total

$ 74,564 $ 40,154 § 114,718
570,692 1,119,755 1,690,447
614,912 3,221,757 3,836,669
777,025 91,519 ' 868,544
162,989 36,038 199,027

$ 2,200,182 $ 4,509,223 $ 6,709,405

0.



City of Morgan’s Point Resort, Texas
Management’s Discussion and Analysis

Capital Asscts, Net of Depreciation
September 30, 2014

Governmental Business-Type

Activities Activities Total
Land and improvements 5 74,564 $ 40,154 § 114,718
Buildings and improvements 592,649 1,126,587 1,719,236
Improvements other than buildings 668,153 2,979,769 3,647,922
Machinery and equipment 749,806 60,658 810,464
Construction in progress 64,854 91,879 156,733
Total $ 2150026 $ 4299047 $ 6,449,073

For government-wide financial statement presentation, all depréciable capital assets were
depreciated from acquisition date to the end of the current fiscal year. Fund financial statements
record capital asset purchases as expenditures. See note E in the Notes to the Financial

Statements for further information regarding capital assets.

Debt Administration

At the end of the current fiscal year, the City had total long-term outstanding debt of
$3,028,083. Refer to Note H in the Notes to the Financial Statements for detail of these
obligations.  During fiscal year 2015, the City's total long-term debt decreased by

approximately $52,056.

Request for Information

This financial report is designed to provide a general overview of the City’s finances for all
those with an interest in the government’s finances. If you have questions about this report or
need additional financial information, contact:

Althea Wall, City Secretary

City of Morgan’s Point Resort

8 Morgan’s Point Blvd

Morgan’s Point Resort, TX 76513
(254) 742-3206

-10-
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Exhibit A-1
City of Morgan's Point Resort
Statement of Net Position

September 30, 2015
Primary Government
Governmental Business-type
Activities Activities Total Activities
ASSETS
Cash and cash equivalents b 2,000,050 b 1,849,501 $ 3,849,551
Investments - - -
Property taxes, net of allowance
for uncollectibles 58,623 - 58,623
Mainlenance fees, net of allowance
for uncollectibles 69,875 - 69,875
Other receivables, net of allowance
for uncollectibles 12,212 179,219 191,431
Prepaid expenses - 14,260 14,260
Restricted cash and investments:
Utility deposits - 1,122 1,122
Capital assets, net of accum depreciation:
Land and improvements 74,564 40,154 114,718
Buildings and improvements 570,692 1,119,755 1,690,447
Improvements other than buildings 614,912 3,221,757 3,836,669
Machinery and equipment 771,025 91,519 868,544
Construction in progress 162,989 36,038 199,027
Total assets and other debits 4,340,942 6,553,325 10,894,267
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 104,542 26,674 131,216
Total deferred outflows of resources 104,542 26,674 131,216
Total assets and deferred outflows of
resources $ 4,445.484 5 6,579,999 $ 11,025483

The accompanying notes are an integral part of these statements.

-11-



Exhibit A-1
City of Morgan's Point Resort
Statement of Net Position

September 30, 2015
Primary Government
Governmental Business-type
Activities Activities Total Activities
LIABILITIES
Accounts payable 3 3,101 5 - 8 3,101
Accrued vacation payable 30,337 4,520 34,857
Accrued liabilities 4,679 198 4,877
Liabilities payable from restricted assets:
Accrued interest payable 7,885 80,923 88,808
Customers deposils - 42,274 42,274
Unearned revenues 136,592 - 136,592
Long term liabilities:
Due within one year 71,958 200,000 271,958
Due in more than one year 176,115 2,365,000 2,541,115
Net pension liability 168,992 46,018 215,010
Total liabilities 599,659 2,738,933 3,338,592
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions - - -
Total deferred inflows of resources - - -
NET POSITION
Met investments in capital assets 1,944,224 4,263,205 6,207,429
Restricted for:
Debt service 72,000 200,000 272,000
Unrestricted 1,829,601 (622,139) 1,207,462
Total net position 3,845,825 3,841,066 7,686,891
Total lhabilities, deferred inflows of
resources and net position b 4,445,484 5 6,579,999 $ 11,025,483

The accompanying notes are an integral part of these statements.

2] 2z



Exhibit B-]
City of Morgan's Point Resort

Statement of Activities
For the Year Ended September 30, 2015

Net (Expense) Revenue and Changes in Net Assets

Governmental Business-type 2015
Activities Activities Total
5 (246,973) 3 - $  (246,973)
(556,626) - {556,626)
(164,461) - (164,461)
(615,199) - (615,199)
8,934 - 8,934
(24,327) - (24,327
(7,549) - (7,549)
(25,963) - (25,963)
(43,912) - (43,912)
(230,711) - (230,711)
(8,962} - (8,962)
(1,915,749) - {1,915,749)
- 254,816 254,816
- 82,802 82,802
337,618 337,618

§ (1,915749) % 337,618 $ (1,578,131)

1,434,138 - 1,434,138
14,606 - 14,606
815 - 815
120,351 - 120,351
162,390 - 162,390
4,994 - 4,994
26,816 - 26,816
4,390 3,714 3,104
8,342 - 8,342
15,954 - 15,954
(41,076) 41,076 -
1,751,720 44,790 1,796,510
(164,029) 382,408 218,379
4,009,854 3,458,658 7,468,512

$ 3,845,825 § 3,841,066 $ 7,686,891

The accompanying noies are an integral part of these statements.
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Exhibit C-1
City of Morgan's Point Resort
Balance Sheet
Governmental Funds

September 30, 2015
Nonmajor Total
General Governmental Governmental
Fund Funds Funds
ASSETS
Cash and cash equivalents b 1,808,253 § 101,797 § 2,000,050
Investments - - -
Receivables {net of allowances for uncollectibles):
Taxes 58,623 - 58,623
Accounts 84,912 - 84,912
Prepaid Expenses - - -
Total assets $ 2,041,788 § 101,797 § 2,143,585
LIABILITIES
Liabilities:
Accounts payable ) - § 2826 § 2,826
Payroll payable 969 - 969
Vacation and sick leave payable 30,339 - 30,339
Accrued Expenses 6,810 - 6,810
Uneamed revenue 77,966 - 77,966
Total liabilities 116,084 2,826 118,910
DEFERRED INFLOWS OF RESOURCES
Unavailable revenuc related to property taxes 58,623 - 58,623
Total deferred inflows of resources 58,623 - 58,623
FUND BALANCES
Restricted 72,000 - 72,000
Unassigned 1,795,081 98,571 1,894,052
Total fund balances 1,867,081 98,971 1,966,052
Total liabilities, deferred inflows of resources
and fund balances N 2,041,788 % 101,797 § 2,143,585

The accompanying notes are an integral part of these siatements,

-15-



Exhibit C-2
City of Morgan's Point Resort
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Position
September 30, 2015

Total fund balance - governmental fund balance sheet $ 1,966,052

Amounts reported for governmental activitics in the statement of net assets
are different because:

Capilal assets (net of accumulated depreciation) used in governmental

funds are not financial resources and, therefore, are not reported in the
funds. 2,150,026

Current year capital outlays are expenditures in the fund financial statements,

but they should be shown as increase in capital assets in the government-wide

financial statements. The net effect of removing the 2015 capital outlays is

to increase net position. 280,867

Depreciation is not recognize as an expense in governmental funds since it does
not require the use of current financial rescources. The net effect of the
current year's depreciation is to decrease net position. (230,711)

Long-term liabilities, including bonds payable and accrued interest, are not due
and payable in the current period and, therefore, are not reported in the funds. (336,000)

Long term debt payments are expenditures in the governmental funds, but are
treated as reductions of long term debt on the Statement of Net Positions. The
net effect of reducing long term debt is to increase net position. 77,066

Included in the items related to debt is the recognition of the City's prop-

portionate share of the net pension liability required by GASB 68 in the

amount of $168,992 and a Deferred Resource Quiflow related to TMRS in

the amount of $104,542. This amounted to a decrease in net positon. {64,450)

Some expenses in the statement of activities do not require current financial
uses and are not included in the governmental funds. This reconciling item
represents the total of such expenses. 2,975

Net position of governmental activities - statement of net position 3 3,845,825

The accompanying notes are an miegral part of these statements.

-16-



Exhibit C-3
City of Morgan's Point Resort
Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds
For the Year Ended September 30, 2015

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
Revenue:
Taxes:
Property $§ 1448744 § - % 1,448,744
Sales 168,199 26,816 195,015
Licenses and permits 13,735 - 13,735
Maintenance fees 87,849 - 87,849
Franchise fees 120,351 - 120,351
Grant - - -
Court fees 58,924 - 58,924
Pool fees 22,810 - 22,810
Fire Dept Response 18,703 - 18,703
Interest income 4,389 - 4,389
Contributions - - -
Miscellaneous 27,237 3,310 30,547
Total revenues 1,970,941 30,126 2,001,067
Expenditures:
Current:
General government 344,306 - 344,306
Public safety 728,617 - 728,617
Public works 326,571 - 326,571
Community services 59,345 - 59,345
Municipal 53,043 - 53,043
Public safety center 43,912 43,912
Miscellaneous - 17,773 17,773
Capital outlay 597,409 - 597.409
Debt service:
Principal 77,066 - 77,066
Interest 11,938 - 11,938
Total expenditures 2,242,207 17,773 2,259,980
Excess (deficiency) of revenues over
{under) expenditures (271,266) 12,353 (258,913)
Other financing sources (uses):
Sale of surplus assets 8,342 - 8,342
Insurance claim proceeds - - -
Operating transfers in (out} minor funds - - -
Operating transfers in (out) enterprise funds (41,076) - (41,076)
Total other financing sources (uses) (32,734) - (32,734)
Net change in lund balance (304,000) 12,353 (291,647}
Fund balance - beginning 2,171,081 86,618 2,257,699
Fund balance - ending $ 1,867,081 b 98,971 § 1,966,052
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Exhibit C-4
City of Morgan's Point Resort
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances to the Statement of Activities
For the Year Ended September 30, 2015

Net change in fund balance - total governmental funds $ (291,647

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

Current year capital outlays are expenditures in the fund financial statements,
but they should be shown as increase in capital assets in the government-wide
financial statements. The net effect of removing the 20135 capital outlays is

to increase net position. 280,867

Depreciation is not recognize as an expense in governmental funds since it does
not require the use of current financial rescources. The net effect of the
current year's depreciation is to decrease net position. (230,711)

Long term debt payments are expenditures in the governmental funds, but are
treated as reductions of long term debt on the Statement of Net Positions. The
net effect of reducing long term debt is to increase net position. 77,066

Some expenses in the statement of activities do not require current financial
uses and are not included in the governmental funds. This reconciling item
represents the total of such expenses. (62,896)

The implementation of GASB 68 required that certain expenditures be de-
expended and recorded as deferred resource outfiows. These contributions
made afier the measurement date of 9/30/2014 caused the change in the ending
net position {o increase in the amount of $65,869. Contributions

made before the measurement but during the 2015 FY were also de-expended
and recorded as a reduction in the net pension liability for the city. This also
caused an increase in the change in net position in the amount of $82,308.

The city recorded their proportionate share of the pension expense during the
measurement period as part of the net pension liability. The amounts expensed
for FY 2015 were $98,654 for pension expense from TMRS data and the
amounts de-expended for the net deferred resource inflow recognized by TMRS in
the measurement period were $13,769. This caused a net decrease in the
change in net position of $84,885. This impact of all of this is to increase the

change in net position. 63,292

Change in net position of governmental activities - statement of activities 3  (164,029)

The accompanying netes are an iniegral part of these statements.
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City of Morgan's Point Resort

Exhibit C-5

Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual — General Fund
For the Year Ended September 30, 2015

Revenne:

Property taxes
Licenses and permils
Maintenance fees
Mixed drinks and sales tax
Franchise fees
Court fees
Pool fees
Fire Dept Response
Interest income
Miscellaneous

Total revenues

Expenditures:
Current:
General government
Public safety
Public works
Community services
Municipal
Public safety center
Capital outlay
Debt service:
Principal
Interest
Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other financing sources (uses):
Sale of surplus assets
Operating transfers in (out) minor funds
Operating transfers in (out) enterprise funds
Total other financing sources (uses)

Net change in fund balance

Fund balance - beginning
Fund balance - ending

Variance with

Final Budget

Budgeted Amounts Positive
Original Final Actual {Negative)
$ 1,453,000 $§ 1453000 § 1,448,744 § {(4,256)
7,500 7,500 13,735 6,235
100,000 100,000 87,849 (12,151)
157,100 125,100 168,199 43,099
189,100 123,000 120,351 (2,649)
51,650 51,650 58,924 7,274
24,000 24,000 22,810 (1,150}
20,000 20,000 18,703 (1,297)
2,250 2,250 4,389 2,139
180,250 166,650 27,237 (139.413)
2,184,850 2,073,150 1,970,941 (102,209)
391,132 365,032 344,306 20,726
723,427 722,619 728,617 (5,998)
344,531 344,699 326,571 18,128
51,360 61,360 59,345 2,015
53,534 33,734 53,043 691
20,900 36,380 43,912 {7,532)
411,527 580,505 597,409 (16,504)
71,993 71,993 717,066 (5,073)
8,504 8,504 11,938 (3,434)
2,076,508 2,244,826 2,242,207 2,619
107,942 (171,676) (2771,266) (99,590)
- 8,342 8,342
- (41,076) {41,076)
- (32,734) {32,734)
107,942 (171,676) {304,000} (132,324)
2,171,081 2,171,081 2,171,081 -
$ 2279023 § 1999405 § 1,867,081 3% (132,324)

The accompanying notes are an integral part of these statemenis.
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Exhibit D-1
City of Morgan's Point Resort
Statement of Net Position — Proprietary Funds

September 30, 2015
Total
Water and Sewer Marina Proprictary
Fund Fund Funds
ASSETS
Cash and cash equivalents K3 1,515,778 334,845 1,850,623
Receivables (net of atlowances for uncollectibles):

Accounts 162,684 16,335 179,219
Prepaid 14,260 - 14,260
Property and Equipment:

Land 40,154 - 40,154

Buildings and improvements 849,680 927,400 1,777,080

Improvements other than buildings 4,616,827 - 4,616,827

Furniture and fixtures 25,303 13,434 38,737

Machinery and equipment 432,741 57,474 490,215

Construction in progress 36,038 - 36,038

Less accumulated depreciation (2,121,921) {367,907) (2,489,828)

Net property and equipment 3,878,822 630,401 4,509,223
Total assets 5,571,544 981,781 6,553,325
DEFERRED QOUTFLOWS OF RESOURCES
Deferred outflows related to pensions 21,742 4,932 26,674
Total deferred outflows of resources 21,742 4,932 26,674
Total assets and deferred outflows of b 5,593,286 § 986,713 § 6,579,999
resousrces
LIABILITIES
Liabilities:

Accounts payable 5 - 8 - 3 -

Customer deposits 27,647 14,627 42,274

Payroll payable 139 59 198

Vacation and sick leave payable 3,152 1,368 4,520

Uneamed revenue 2 - z

Current portion of bonds payable 165,000 35,000 200,000

Accrued interest payable 77,569 3,354 20,923

General obligation bonds payable - long term 2,280,000 85,000 2,365,000

Net pension liability 37,607 8,411 46,018

Total labilities 2,591,114 147,819 2,738,933
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions - - -
Total deferred inflows of resources - - -
Net Position
Net investment in capital assets 3,676,215 586,990 4,263,205
Restricted:

Debt service 165,000 35,000 200,000
Unrestricted (839,043) 216,904 {622,139)

Total net position 3,002,172 838,894 3,841,066

Total liabilities, deferred inflows of

resources and net position 3 5593286 § 986,713 % 6,579,999

The accompanying notes are an integral part of these statemenis.
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Exhibit D-2
City of Morgan's Point Resort
Statement of Revenues, Expenditures, and Changes in Fund Balance — Proprietary Funds
For the Year Ended September 30, 2015

The accompanying notes are an integral part of these staienients.

Total
Water and Sewer Marina Preprietary
Fund Fund Funds
OPERATING REVENUES:
Charges for services b 1,602,924 § 282,185 b 1,885,109
Total operating revenues 1,602,924 282,185 1,885,109
OPERATING EXPENSES:
Purchase of Water 454,082 - 454,082
Sanitation fees 244,674 - 244,674
Fuel and oil purchases - 51,170 51,170
Consulting services 1,751 31 1,782
Salaries and wages 217,655 74,639 292,294
Computer program support 3,872 - 3,872
Employee benefits 36,296 12,029 48,325
Land lease - 3,275 3,275
Utilities 18,275 7,608 25,883
Repairs and maintenance 13,621 4,124 17,745
Office supplies 8,780 - 8,780
Materials and supplies 34,416 1,481 35,897
Equipment rentals - - -
Depreciation 118,615 24,211 142,826
State permit fees 4415 2,242 6,657
Miscellaneous services and charges 98,807 12,459 111,266
Total operating expenses 1,255,259 193,269 1,448,528
Operating income (loss) 347,665 88,916 436,581
NON-OPERATING REVENUES (EXPENSES):
Investment revenue 3,714 - 3,714
Miscellaneous - 1,412 1,412
Interest expense (92,849) (7,526) (100,375}
Total non-operating revenues (expenses) (89,135) (6,114) (95,249)
Net income (loss) before operating transfers 258,530 82,802 341,332
TRANSFERS:
Interfund operating transfers in {out) 32,468 8,608 41,076
Change in net pasition 290,998 91,410 382,408
Net position - beginning (restated note 20 page 32) 2,711,174 747,484 3,458,658
Net position - ending 3 3,002,172 § 838,894 3 3,841,066
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Exhibit D-3
City of Morgan's Point Resort
Statement of Cash Flows — Proprietary Funds
For the Year Ended September 30, 2015

Total
Water and Proprietary
Sewer Marina Funds
Cash Flows from Operating Activities:

Receipts from Customers and Uscrs 3 1,805,346 § 264,339 § 2,069,685

Payments to Supplicrs (979,511} (123,856) (1,103,367)

Payments to Employecs (342,725) (93,600) (436,325)
Net Cash Provided (Used) by Operating Activities 483,110 46,883 520,993
Cash Flows from Non-capital Financing Activities:

Operating Transfers In (out) from Other Funds 32,468 8,608 41,076
Net Cash Provided (Used) by Non-capital Financing Activities 32,468 8,608 41,076
Cash Flows from Capital and Related Financing Activities:

Proceeds from sale of fixed assets s 5 -

Purchase and censtruction of capital assets 306,17 (62,127} (369,044)

Principal paid on notes payable - - -

Interest and fees paid on notes payable S = -

Principal paid on bonds (160,000) (30,000) (190,000)

Interest and fees paid on bonds (92,849) (7,526) (100,375)
Net Cash Provided {(Used) for Capital & Related Financing Activities (559,766) (99,653) (659,419
Cash Flows from Investing Activities:

Interest on Investmenis 3,714 - 3,714
Net Cash Provided (Used) for Investing Activities 3,714 - 3,714
Net Increase {Decrease) in Cash and Cash Equivalents {40,474) (44,162) (84,6306)
Cash and Cash Equivalents at Beginning of Year 1,556,252 379,007 1,935,259
Cash and Cash Equivalents at End of Year 3 1,515,778 § 334,845 § 1,850,623

The accompanying notes are an integral part of these statements
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City of Morgan's Point Resort
Statement of Cash Fiows — Proprietary Funds
For the Year Ended September 30, 2015

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income (Loss)
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities
Depreciation
Change in Assets and Liabilitics:
Decrease (Increase) in Recejvables
Decrease (Increase) in Prepaid
Decrease (Increase) in Deferred Outflows of Resources
Increase {Decrease) in Payables
Increase (Decrease) in Customer Deposits
Increase (Decrease) in Payroll Payable
Increase (Decrease) in Unecamed Revenues
Increase (Decrease) in Accrued interest payable
Increase (Decrease) in Net Pension Liability
Total Adjustments
Net Cash Provided {Used) by Operating Activities

The accompanying notes are an imtegral part of these statements.

Exhibit D-3

Total
Water and Proprictary
Sewer Marina Funds
347,665 $ 88916 § 436,581
118,615 24,211 142,826
78,631 (15,217) 63,414
(14,260) - (14,260)
(21,742) (4,932) (26,674)
{28,732) (43,181) (71,913)
(24,588) (2,300) (26,888)
(4,753) (35) {4,788)
- {6,055) (6,055)
(5,333) (2,935) (8,268)
37,607 8411 46,018
135,445 (42,033) 93412
483,110 § 46,883 § 529,993




City of Morgan’s Point Resort
Notes to Financial Statements
Scptember 30, 2015

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Financial Reporting Entity

The City of Morgan's Point Resort (the City) was incorporated July 1, 1970 under provisions of
the Constitution of the State of Texas. The City operates under provisions of the Texas Civil
Statutes, The City has a council-manager form of government. Policy-making and supervisory
functions are the responsibility of and vested in the Mayor and City Council. The City provides
the following services: public safety (police and fire), highways and streets, sanitation and
health, public improvements, planning and zoning, recreation, and general administrative

services,

In evaluating the City’s financial reporting entity, management has considered all potential
component units. The decision to include a potential component unit in the financial reporting
entity was made by applying the criteria set forth in GASB Statement No. 61. The following
legally separate entities are noted accordingly.

The Morgan’s Point Resort Economic Development Corporation (EDC), a public
instrumentality and a non-profit corporation, was organized exclusively for the purpose of
benefiting the City by promoting, assisting and enhancing economic development activities.
The EDC has a governing board that is appointed by the Mayor and the City Council, whom is
accountable for the financial matters, reportable to the City Council. The EDC’s financials are
reported within the City’s financials; see Exhibit C-1 and C-2.

The Morgan's Point Volunteer Fire Department serves primarily the area within the boundaries
of the City. However, the Volunteer Fire Department has its own governing board and the City
is not accountable for, nor does it have authority to control, the financial matters of the
Volunteer Fire Department. The City incurs fire protection expenditures for the benefit of its
citizens, and works in cooperation with the Volunteer Fire Department. The expenditures of the
City are included in its financial statements. The City has guaranteed a certain debt obligation
of the Volunteer Fire Department, as discussed in Note H, but the effect of the guarantee is not
significant to the Volunteer Fire Department or the City. Accordingly, the Volunteer Fire
Department is excluded from the financial statements of the City.

The City's financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements
and Interpretations). The more significant accounting policies established in GAAP and used by

the City are discussed below.
B. Basic Financial Statements — Government-Wide Statements

The City's basic financial statements include both government-wide (reporting the City as a
whole) and fund financial statements (reporting the City's major funds). Both the government-
wide and fund financial statements categorize primary activities as either govemmental or
business type. The City's police and fire protection, parks, library and recreation, public works,
and general administrative services are classified as governmental activities. The City's water
and sewer services are classified as business-type aclivities.



City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2015

In the government-wide Statement of Net Position, both the governmental and business-type
activities columns (a) are presented on a consolidated basis by column, (b) and are reported on
a full accrual, economic resource basis, which recognizes all long-term assets and recejvables
as well as long-term debt and obligations.

The government-wide Statement of Activities reports both the gross and net cost of each of the
City's functions and business-type activities (police, fire, public works, etc.). The functions are
also supported by general government revenues (property, sales and use taxes, certain
intergovernmental revenues, etc.). The Statement of Activities reduces gross expenses
(including depreciation) by related program revenues, operating and capital grants. Program
revenues must be directly associated with the function (police, public works, community and
youth services, etc.) or a business-type activity. Operating grants include operating-specific and
discretionary (either operating or capital) grants while the capital grants column reports capital-
specific grants.

The net costs (by function or business-type activity) are normally covered by general revenue
(property, sales or gas taxes, intergovernmental revenues, interest income, etc).

This government-wide focus is more on the sustainability of the City as an entity and the
change in the City's net position resulting from the current year's activities.

C. Basic Financial Statements — Fund Financial Statements

The financial transactions of the City are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts
that comprises its assets, liabilities, fund equity, revenues and expenditures/expenses.

The emphasis in fund financial statements is on the major funds in either the governmental or
business-type activities categories. Nonmajor funds by category are summarized into a single
column. GASBS No. 34 sets forth minimum criteria (percentage of the assets, liabilities,
revenues or expenditures/expenses of either fund category or the governmental and enterprise
combined) for the determination of major funds. The nonmajor funds are combined in a column

in the fund financial statements.

Governmental Funds:

The focus of the governmental funds' measurement (in the fund statements) is upon
determination of financial position and changes in financial position {sources, uses, and
balances of financial resources) rather than upon net income. The City reports these major
governmental funds and fund types:

The general fund is the City's primary operating fund. It is used to account for and report all
Sfinancial resources except those required to be accounted for in another find,

The activities reported in these funds are reported as governmental activities in the government-
wide financial statements.



City of Morgan’s Point Resort
Notes te Financial Statements
September 30, 2015

Proprietary Funds:

The focus of proprietary fund measurement is upon determination of operating income, changes
in net position, financial position, and cash flows. The generally accepted accounting principles
applicable are those similar to businesses in the private sector. The City reports the following

proprietary fund types:

Enterprise funds are required to be used to account for operations for which a fee is charged to
external users for goods or services and the activity is financed with debt that is solely secured
by a pledge of the net revenues. The activities reported in these funds are reported as business-
type activities in the government-wide financial statements.

a. Water & Sewer — The Water and Sewer Fund is used to account for water and sewer
operations. Activities of the Fund include administration, operation and maintenance of the
water and sewer system and billing and collection activities.

b. Marina — The Marina Fund is the City’s secondary service providing fund. It accounts for
boat slip leases, locker rentals, and oil & gas sales to residents of the City and the
surrounding communities.

D. Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing of
the measurements made regardless of the measurement focus applied.

1. Accrual:

Both governmental and business-type activities in the government-wide financial statements
and the proprietary fund financial statements are presented on the accrual basis of accounting.
Property taxes are reported in the period for which levied. Other nonexchange revenues,
including intergovernmental revenues and grants, are reporied when all eligibility requirements
have been met. Fees and charges and other exchange revenues are recognized when earmed and
expenses are recognized when incurred.

2. Modified Accrual:

The governmental funds financial statements are presented on the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recorded when
susceplible to accrual; i.e., both measurable and available. “Available” means collectible within
the current period or within 60 days after year end. Property tax revenues are recognized in the
period for which levied provided they are also available. Intergovernmental revenues and grants
are recognized when all eligibility requirements are met and the revenues are available.
Expenditures are recognized when the related liability is incurred. Exceptions to this general
rule include principal and interest on general obligation long-term debt and employee vacation
and sick leave, which are recognized when due and payable.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2015

E. Assets, Liabilities, and Net Position or Equity

1.  Cash and Cash Equivalents

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of

acquisition.

The City maintains a cash pool that is available for use by all funds. Each fund type’s portion
of this pool is displayed on the Statement of Net Position as “Cash and Cash Equivalents.”
Income from the cash pool is allocated to the fund in accordance with the funds’ ownership

portion.

2. Investments

The City is authorized to invest in obligations and instruments as defined in the Public Funds
Act (Sec. 2256.001 Texas Government code). Such investments include (1) obligations of the
United States or its agencies, (2) direct obligations of the State of Texas or its agencies, (3)
obligations of political subdivisions rated not Iess a than A by a national investment rating firm,
(4) certificates of deposit, and (5) other instruments and obligations authorized by statue.

Presently, the City invests cash in excess of operating needs in Texpool, an investment pool
administered by the state of Texas Treasurer’s office. The pool is invested in U.S. Treasury
obligations with maturities generally less than three months, and funds are available to the City
within 24 hours of request. Therefore, the City reports TexPool as a cash equivalent. The fair
value for this investment is not materially different from its reported amount. Investments are
held by several of the City’s funds.

3. Interfund Transactions and Receivables and Payables

During the course of operations, numerous transactions occur between individual funds for
goods provided or services rendered. These receivables and payables are classified as “due
from other funds™ or “due to other funds” on the balance sheel.

Transactions that constitute reimbursements to a fund for expenditures/expenses initially made
from it that are properly applicable to another fund, are recorded as expenditures/expenses in
the reimbursing fund and as reductions of expenditures/expenses in the fund that is reimbursed.

Interfund transactions, other than reimbursements, are reported as transfers. Nonrecurring or
nonroutine permanent transfers of equity are reported as residual equity transfers. Transfers of a
recurring or routine nature that have been legally authorized are treated as operating transfers,
and are included in the operations of both governmental and proprietary funds.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2015

4. Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods and services.
Encumbrance accounting, under which purchase orders, contracts, and other commitments for
the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is employed in the general fund. Encumbrances outstanding at year-end are
reported as reservations of fund balances and do not constitute generally accepted accounting
principles basis expenditures or liabilities, since the commitments will be honored during the

subsequent year,
5.  Inventories and Prepaid Items

Inventories are valued at cost, which approximates market, using the first-in/first-out method.
The costs of govermmental fund-type inventories are recorded as expenditures when consumed
rather than when purchased. Certain payments to vendors reflect costs applicable to future
accounting periods and are recorded as prepaid items in both governmental-wide and fund

financial statements.

6. Restricted Position

Certain resources are classified as restricted position on the balance sheet because their use is
limited by Council designation or because their use is limited by applicable bond covenants.

7.  Compensated Absences

Employees earn vacation time at various rates, up to a maximum of 15 days per year to be
taken the following year. All vacation not taken in the year that it is supposed to be taken will

be forfeited.
8.  Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial, individual cost of more
than $5,000 and an estimated useful life in excess of two years.

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

Major outlays for capital assets and improvements are capitalized upon the project’s
completion. Interest incurred during the construction phase of capital assets of business-type
activities is included as part of the capilalized value of the assets constructed. Interest is
capitalized on capital assets acquired with tax-exempt debt. The amount of interest expense,
incurred from the date of the borrowing until completion of the project, is offset by interest
earned on invested proceeds over the same period.



City of Morgan’s Point Resort
Notes to Financial Statecments
September 30, 2015

Property, plant and equipment of the primary government is depreciated using the straight-line
method over the following useful lives:

Assets Years
Buildings 40 - 50
Improvements 20
Vehicles 8
Equipment 7-10
Furniture and fixtures 7

When capital assels are relired from service or otherwise disposed of, the cost and related
accumulated depreciation, if applicable, are removed from the accounts, and any resulting gain
or loss is reflected in operations for the period. Maintenance and repairs are charged to
operations as incurred and improvements and betterments, which extend the useful lives of

capital assets, are capitalized.

9.  Long-Term Obligations

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

Bond premiums and discounts are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as current expenses. This has been implemented in
the government-wide financial statements prospectively.

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

reported as debt service expenditures.

10. Administration Expense
The City has one administration department, which performs administrative functions for both
governmental and proprietary funds. In order to reflect administration costs for each fund, the

total costs of administration are allocated to the General Fund and to the Enterprise Funds,
based on management's estimates of the resources used for each fund.

11. Government-wide and Proprietary Fund Net Position
Government-wide and proprietary fund net position are divided into three components:
«Net investments in capital assets—consist of the historical cost of capital assets less

accunulated depreciation and less any debt that remains outstanding that was used to
finance those assets.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2015

*Restricted net position—consist of net position that are restricted by the City's creditors (for
example, through debt covenants), by the state enabling legislation (through restrictions on
shared revenues), by grantors (both federal and state), and by other contributors (including
those who have donated to the City's parks endowment).

=Unrestricted—all other net position are reported in this category.

12. Governmental Fund Balances
In the governmental fund financial statements, fund balances are classified as follows:

*Nonspendable—Amounts that cannot be spent either because they are in a nonspendable
Jorm or because they are legally or contractually required to be maintained intact.

*Restricted—Amounts that can be spent only for specific purposes because of the City
Charter, the City Code, state or federal laws, or externally imposed conditions by grantors or

creditors.

*Committed—Amounts that can be used only for specific purposes determined by a formal
action by City Council ordinance or resolution. This included the Budget Reserve Account.

*Assigned—Amounts that are designated by the Mayor for a particular purpose but are not
spendable until a budget ordinance is passed or there is a majority vote approval (for capital
projecis or debt service) by City Council,

»Unassigned—All amounts not included in other spendable classifications.

13. Use of Restricted Resources

When an expense is incurred that can be paid using either restricted or unrestricted resources
(net position), the City's policy is to first apply the expense toward restricted resources and then
toward unrestricted resources. In governmental funds, the City's policy is to first apply the
expenditure toward restricted fund balance and then to other, less-restrictive classifications
committed and then assigned fund balances before using unassigned fund balances.

14. Comparative Data/Reclassifications

Comparative data have not been presented in the accompanying financial statements because
their inclusion would make certain statements unduly complex and difficult to understand.

Revenue, expenditures and other financial data are classified in the manner management feels is
most meaningful to financial statement users.

15. Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting

principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.
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City of Morgan’s Point Resort
Netes to Financial Statements
September 30, 2015

16. Deferred Revenues

Deferred revenues are those where asset recognition criteria have been met, but for which
revenue recognition criteria have not been met. The City has reported in the financial
statements the following as deferred revenues:

Govermmental  Business-type Total
Property taxes $ 58,623 i - $ 58,623
Maintenance fee 69,875 - 69,875
Sales taxes 8,094 - 8,094
Boat stall - - -
Total deferred revenue $ 136,592 5 - $136,592

17. Pensions

For the purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about the
Fiduciary Net Position of the Texas Municipal Retirement System (TMRS) and additions
t/deductions from TMRS’s Fiduciary Net Position have been determined on the same basis as
they are reported by TMRS. For this purpose, plan contributions are recognized in the period
that compensation is reported for the employee, which is when contributions are legally due.
Benefit payments and refunds are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

18. Deferred Outflows of Resources

In addition to assets, the statement of net position will report a separate section for deferred
outflows as resources. This separate financial statement element, deferred outflows of
resources, represents a consumplion of net position that applies to a future period(s) and will
not be recognized as an outflow of resources (expense) until then. Governments are only
permitted to report deferred outflows in circumstances specificaily authorized by the GASB. A
typical deferred outflow for cities are a deferred charge on a refunding of debt and pensions.

19. Deferred Inflows of Resources

In addition to liabilities, the statement of net position will report a separate section for deferred
inflows as resources. This separate financial statement element, deferred inflows of resources,
represenis a consumption of net position thal applies to a future period(s) and will not be
recognized as an inflow of resources (revenue) until then. Governments are only permitted to
report deferred outflows in circumstances specifically authorized by the GASB. A typical
deferred inflow for cities is a deferred earning on pensions.
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20. Prior Period Adjustment

In accordance with the adoption of GASB Statement No. 68 and No. 71 in the current fiscal
year, the City must record its proportionate share of the net pension liability related io its
contributions to TMRS at the beginning of the measurement period ending September 30, 2014,
In addition, the City must record a deferred outflow of resources for is contributions to TMRS
from the beginning of the measurement period through September 30, 2014. The effect of this
change in accounting principles is as follows:

Prior Period Adjustment - Implementation of GASB 68:
Governmental Fund

Net Position as of September 30, 2014 b 4,071,725
Less Qutflow - Contribution as of measurement date 12/31/13 (45,849)
Less Pension Liability as of measurement date 12/31/13 (16,022)
Net Position as of September 30, 2014, reinstated § 4,009,854
Enterprise Fund
Net Position as of September 30, 2014 $ 3,476,112
Less Qutflow - Contribution as of measurement date 12/31/13 (12,920)
Less Pension Liability as of measurement date 12/31/13 (4,525)
Net Position as of September 30, 2014, reinstated b 3,458,658

III. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

Budgets are adopted on a basis consistent with generally accepted accounting principles, except
for budgeting current expenditures and capital outlay together by department and the use of
encumbrances as discussed below. Annual appropriated budgets are adopted for the General,
Special Revenue, and Proprietary Funds.

Encumbrances represent commilments related to unperformed contracts for goods or services.
Encumbrance accounting — under which purchase orders, contracts and other commitments for
the expenditure of resources are recorded to reserve that portion of the applicable appropriation
- i5 utilized in the governmental funds. Encumbrances outstanding at year-end are reported as
reservations of fund balances and do not constitute expenditures or liabilities since the
commitments will be honored during the subsequent year. However, these encumbrances are
considered to be expenditures under the budgetary basis of accounting.

The City is required to prepare budgels in accordance with state statutes. The significant
requirements of those statutes are as follows:

i. The City Manager shall prepare each year a budget to cover the proposed expenditures
for the succeeding year.
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ii. The budget must be reasonably comparable to the prior year, informative, and contain a
complete financial statement that shows:

The outstanding obligations of the municipality;

The cash on hand to the credit of each fund;

The funds received from all sources during the preceding year;

The funds available from all sources during the ensuing year;

The estimated revenues available to cover the proposed budget; and
The estimated tax rate required to cover the proposed budget.

N

iii. The City Manager shall file the proposed budget with the Municipal Clerk before the 30%
day before the date the city council makes its tax levy for the fiscal year.

iv. The city council shall hold a public hearing on the proposed budget, to be held no sooner
than the fifteenth day after the budget is filed with the municipal clerk, but before the
date the city council makes its tax levy. The city council shall provide for public notice
of the date, time and location of the hearing.

v. At the conclusion of the public hearing, the city council shall take action on the proposed
budget, and shall file the budget with the Municipal Clerk.

vi. The city council may levy taxes only in accordance with the budget, and may spend funds
only in strict compliance with the budget as amended, excepl in an emergency.

vii. Once approved, the city council may amend the legally adopted budget when unexpected
modifications are required in estimated revenues and appropriations.

viii. Unencumbered budget appropriations lapse at year-end and do not carry forward to future
periods.

Formal budgetary integration is employed as a management control device by expenditure
category for the following funds, which have legally adopted annual budgets: General Fund,
Special Revenue funds, and Enterprise funds. Formal annual budgetary integration is not
employed for Debt Service funds because effective budgetary control is alternatively achieved
through general obligation bond indenture provisions. Annual budgetary integration is not
employed for the Capital Projects funds because the small number of contracts and projects in
these funds provides effective project length budgelary control.

Excess of Expenditures over Appropriations
For the fiscal year ended September 30, 2015, the City’s actual expenditures exceeded

budgeted expenditures for the following function and transfer accounts. Explanations of the
variances are coded to the section of this note located below the table.
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During the year, no material supplemental appropriations were adopted.

Excess of
Expenditures
Over Explanation
Appropriations Expendilures Approprialions Nutnber
General Fund
Public Safety - Police $ 722,619 $ 728,617 3 {5,998) |
Public Safely Center 36,380 43,912 (7,532) 2
Debt Service - Principal 71,993 77,066 (5,073) 3
8,504 11,938 (3,434) 3

Debt Service - Interest

General Fund

1. An unfavorable variance resulied from higher police department medical supplies, guns

and gun supplies than budgeted.
2. Anunfavorable variance resulted from unexpected building maintenance than budgeted.

3. Anunfavorable variance resulted from higher principal and interest than budgeted.

IV. DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

Legal and Contractual Provisions Governing Deposits and Investments

All of the City’s depository accounts are held in a local banking institution under the terms of a
written depository contract and are carried at cosl. Each fund is separately identified in the
financial statements as “cash and cash equivalents”. At year-end, the carrying amount of the
City’s deposit accounts was $3,770,423 and the bank balance was $3,404,057. The total
amount of the bank balance at First Texas Bank and Texas First State Bank were covered by
federal deposilory insurance or by the U.S. Government Securities held as collateral by the

City’s agent on behalf of the City.

The Public Funds Investment Act (Government Code Chapter 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
principal 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 to invest in (1)
obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2} certificates
of deposit, (3) certain municipal securities, {4) money market savings accounts, (5) repurchase
agreements, (6) bankers acceptances, (7) Mutual Funds, (8) Investment pools, (9) guaranteed
investment contracts, (10) and common trust funds. The Act also requires the City to have
independent auditors perform test procedures related to investment practices 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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Deposits and Investments Risk

In compliance with the Public Funds Investment Act, the City has adopted a deposit and
investment policy. That policy does address the following risks:

a. Custodial Credit Risk — Deposits: In the case of deposits, this is the risk that in the
event of a bank failure, the government’s deposits may not be returned to it. The City,
is not exposed to custodial credit risk due to deposits being covered by FDIC insurance,

b. Custodial Credit Risk — Investments: For an investment, this is the risk that, in the
event of the failure of the counterparty, the government will not be able to recover the
value of its investments or cellateral securities that are in the possession of an outside
party. The City’s investments that are held by an outside party, are fully insured and
backed by the U.S. Government and, registered in the name of the City. It is the City’s
policy to ensure that potential brokers/dealers are in good standing with the National
Association of Securities Dealers, registered with the Texas State Securities Board and
has a membership in the Securities Investor Protection Corporation. The ratings of
investment pools used by the City are disclosed in the “external investment pool”
section of the footnotes. Therefore, the City is not exposed to custodial credit risk.

c. Interest-rate Risk — Interest rate risk occurs when potential purchasers of debt securities
do not agree to pay face value for those securities if interest rates rise. Except for the
general fund and capital project funds, the allowed maturity of any individual
investment owned by the City shall not exceed one year from the time of purchase. The
general fund has a maximum dollar weighted average maturity that shall not exceed
360 days. Limiting investment maturities and purchasing government securities are the
City’s means for limiting its exposure to fair value losses arising from interest rate
increases.

d. Concentration Risk — Concentration risk is defined as positions of 5 percent or more in
the securities of a single issuer. All of the City’s investments are explicitly guaranteed
by the U.S. Government or invested in an external investment pool and therefore, are
not exposed to concenlration risk.

Statutes authorize the City to invest in direct securities of the United States unless such an
tnvestment is expressly prohibited by law.

At year-end, the City’s cash equivalence balances were as follows:

Cash equivalence in Investment Pools:

TexPool $ 501,058
Total Cash Equivalence $ 501,058

Extemal Investment Pool:

The City uses the following extermal investment pool:

TexPool. The Texas Local Government Investment Pool (“TexPool™) was created by an inter-
local contract under the laws of the State of Texas and is governed by the Public Funds

Investments Act, Chapter 2256, Texas Government Code. TexPool is governed by the
Comptroller of Public Accounts as public funds investments pools through the Texas Treasury
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Safekeeping Trust Company. This Trust Company is a special-purpose trust company
authorized to receive, transfer, and disburse money and securities as provided by statute or
belonging to the state, agencies, and local political subdivisions and other organizations created
on behalf of the state or agency or political subdivision of the state. The Comptroller is the sole
officer, director, and shareholder of the Trust Company.

The Comptrolier and the Trust Company have contracted with Federated lnvestors, as
administrator, and Federated Investors, Inc., as investment manager for the TexPool. The
TexPool invests in U.S. Treasury and government agency securities, repurchase agreements,
and certain mutual funds. As required by the Public Funds Investment Act, TexPool maintains
a AAA rating by a nationally recognized statistical rating organization.

TexPool offers a safe, efficient, and liquid investment alternative to local governments in the
State of Texas. The expectation is that local governments will benefit from the receipt of
higher investment returns as a result of economies of scale and the investment expertise and
regulatory oversight of the Comptroller and the Trust Company. Nonetheless, participants in
the Pool own a pro rata interests in the underlying position of the fund in which they
participate. A member’s sole source of payment from its investment in the Pool is the fair
market value of such position.

A recongciliation of deposits and investments as shown on the statement of net position for the
primary government follows:

Cash on hand $ 1,245
Carrying amount of demand deposits 3,348,370
Carrying amount of TexPool 501,058

¥ 3,850,673
Cash and cash equivalents § 3,849,551
Restricted cash and investments 1,122

$ 3,850,673

B. PROPERTY TAXES

The City’s property tax is levied each October 1, in conformity with Subtitle E, Texas Property
Tax Code, on the assessed value listed as of the previous January 1 for all real and personal
property located in the City.

A'summary of recent property tax information is as follows:

Date of levy | 10-01-14
Date of assessed value 01-01-14
Assessed value $232,003,472
Rate of levy per $100 6421

Delinquent property taxes estimated to be ultimately collectible are recorded as deferred
revenues.
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Legislation was passed by the Texas Legislature, which affects the method of property
assessment and tax collection in the City. With certain exceptions, intangible personal property
and household goods are exempted from property tax assessment. The appraisal of property
within the City is the responsibility of the countywide appraisal district. The appraisal district is
required under the Property Tax Code to assess all property within the appraisal district on the
basis of 100% of its appraised value and is prohibited from applying an assessment ratic. The
value of property within the appraisal district must be reviewed at least every five years. The
City may challenge appraised values established by the appraisal district through various
appeals and, if necessary, legal action. Under this legislation, the City continues to set tax rates
on City property. However, if the effective tax rate, excluding tax rates for bonds and other
contractual obligations, and adjusted for new improvements, exceeds the effective tax rate for
the previous year by more than 8%, qualified voters of the City may petition for an election to
determine whether to limit the tax rate to no more than 8% above the tax rate of the previous

year.

C. RECEIVABLES

Receivables at September 30, 2015 for the government’s individual major and non-major funds
including the applicable allowances for uncoliectible accounts, consist of the following:

Water &
(General Marina Sewer Total
Property Taxes $ 38,623 % - % - § 58,623
Maintenance fees 69,875 - - 69,875
Other receivables 12,212 16,535 162,684 - 191,431

$ 140,710 § 16,535 § 162,684 § 319,929

D. MAINTENANCE FEES

The majority of the subdivisions of the City include certain covenants, which allow for the
assessment of maintenance fees. The fees range from $20 to $75 a year and are due by
December 31. In addition, the covenants allow the City to file liens on the properties for unpaid
maintenance fees.

Delinquent maintenance fees estimated to be ultimately collectible are recorded as deferred
revenues.
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E. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2015 was as follows:

Primary Government

Governmental activities:

Capital assets, not being depreciated:
Land

Construetion in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings / Improvements
Improvements

Machinery and Equipment

Total capital assets being depreciated

Less accumulated depreciation for:
Land Improvements

Buildings / Improvements
Improvements

Machinery and Equipment

Total accumulated depreciation

Total capital assets, being depreciated, net

Gowernmental activities capital assets, net

Balance Balance

09/30/14 Additions 09/30/15
$ 86,588 § - 3 - ¥ 86,588
64,854 98,135 - 162,989
151,442 98,135 - 249,577
963,616 - - 963,616
1,099,727 - - 1,099,727
2,023,775 182,732 S 2,206,507
4,087,118 182,732 - 4,269,850
12,024 - - 12,024
370,968 21,956 - 392,924
431,575 53,241 - 484,816
1,273,967 155,514 - 1,429,481
2,088,534 230,711 - 2,319,245
1,998,584 {47,979} - 1,850,605
$ 2,150,026 $ 50,156 § - § 2,200,182
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Property and equipment reported in the City’s proprietary funds are as follows:

Marina activities:

Capital assets, nol being depreciated:
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings / Improvemenis
Machinery & Equipment

Furniture and Fixtures

Total capital assets being depreciated

Less accumulated depreciation for:
Buildings / Improvements
Machinery and Equipment
Furniture and Fixtures

Total accumulated depreciation

Total capital assets, being depreciated, net

Marina activities capital assets, net

Balance Balance

05/30/14 Additions Deletions 09/30/15
$ - § - % -
896,610 30,790 927,400
27,851 29,623 57.474
13,434 - 13,434
937,895 60,413 008,308
308,529 22,043 330,572
21,740 2,161 23,901
13,434 - 13,434
343,703 24,204 367,907
594,192 36,209 630,401
§ 594,192 § 36,209 % 630,401
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Water & Sewer and Capital Project activities

Capital assets, not being depreciated:
Land

Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings / Improvements
Improvements other

Machinery and Equipment

Furniture and Fixtures

Total capital assets being depreciated

Less accumulated depreciation for:
Buildings / Improvements
Improvements other

Machinery and Equipment
Furniture and Fixtures

Total accumulated depreciation

Total capital assets, being depreciated, net

Water & Sewer and Capital Project
activities capital assets, net

September 30, 2015

Balance Baiance

09/30/14 Additions Daletions 09/30/15
5 40,154 % - § - 5 40,154
91,879 - (55,841) 36,038
132,033 - {55,841) 76,192
849,680 - - 849,680
4,292,992 323,835 - 4,616,827
408,153 24,588 - 432,741
25,303 - - 25,303
5,576,128 348,423 - 5,924,551
311,174 15,579 - 326,753
1,313,223 81,847 - 1,395,070
353,606 21,189 - 374,795
25,303 . - - 25,303
2,003,306 118,615 - 2,121,921
3,572,822 229,808 = 3,802,630
$ 3,704,855 § 229808 § (55.841) § 3,878,822
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Balance Balance

09/30/14 Additions Deletions 09/30/15
Total Business-type activities:
Capital assets, not being depreciated:
Land b 40,154 % - - % 40,154
Construction in progress 91,879 - (55,841) 316,038
Total capital assets, not being depreciated 132,033 - (55,841) 76,192
Capital assets, being depreciated:
Buildings / Improvements 1,746,290 30,790 - 1,777,080
Improvements other 4,292,992 323,835 - 4,616,827
Machinery and Equipment 436,004 54,211 - 490,215
Furniture and Fixtures 38,737 - - 38,737
Total capital assets being depreciated 6,514,023 408,836 - 6,922,859
Less accumulated depreciation for:
Buildings / Improvements 619,703 37,622 - 657,325
Improvements other 1,313,223 81,847 - 1,395,070
Machinery and Equipment 375,346 23,350 - 398,696
Fumniture and Fixtures 38,737 - - 38,737
Total accumnulated depreciation 2,347,009 142,819 - 2,489,828
Total capital assets, being depreciated, net 4,167,014 266,017 - 4,433 031

Business-type activities capital assets,net $ 4299047 § 266017 §

(55,841) § 4,509,223

Depreciation expense was charged to fundions/programs of the primary government as follows:

Governmental activities:
General government

Total depreciation expense-governmental activities
Business-type activities:

Marina

Water & Sewer and Capital Project

Total depreciation expense-business-type activities

$ 230,711
b 230,711
24,204

118,615

b 142,819

On November 5, 1981, the City assumed the assets and liabilities of the Morgan's Point Water
Control and Improvement District of Bell County, which were constructed primarily from the
proceeds of revenue bonds discussed in Note H. The financial statements of the proprietary
funds reflect the cost and accumulated depreciation of those assels as of the date of acquisition,
plus accumulated depreciation since the date of acquisition. The cost and accumulated
depreciation of these assets as of September 30, 2015 were $886,292 and $821,418,

respectively.
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