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City Of El Campo, Texas

Incorporated 1905

March 14, 2016

The Honorable Mayor, Members of
the City Council, and Citizens of
the City of El Campo, Texas

The Comprehensive Annual Financial Report of the City of El Campo, Texas, hereinafter referred to as
the “City”, for the fiscal year ended September 30, 2015, is hereby submitted. It is published to provide to
the City Council, to representatives of financial institutions, and to our citizens and other interested
persons, detailed information concerning the financial condition of the City government. Responsibility for
both the accuracy of the presented data and the completeness and fairess of the presentation, including
all disclosures, rests with the City. We believe the enclosed data to be accurate in all material respects
and reported in @ manner designed to present fairly the financial position and results of operations of the
various funds of the City. All disclosures necessary to enable the reader to gain the maximum
understanding of the City’s financial activities have been included.

Generally accepted accounting principles (GAAP) requires that management provide a narrative
introduction, oveniew, and analysis to accompany the basic financial statements in the form of
Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to complement and
should be read in conjunction with the MD&A. The City's MD&A can be found immediately following the
independent auditors’ report.

CITY PROFILE

The City has a home-rule Council-Manager form of government. The elected body is made up of a mayor
and six City Council members. The Mayor and City Council members are all elected for staggered two-
year terms. The City Manager is appointed by the City Council and is responsible for implementation of
City Council policy and all day-to-day operations of the City.

The City Council appoints many residents, who have wlunteered their expertise, experience, and time to
serve on various boards and commissions. These standing boards and commissions make
recommendations relative to special projects.

A full range of municipal senices is provided by the City including public safety (police, fire protection,
and emergency medical senices);, water and wastewater senices; public improvements; repair and
maintenance of infrastructure; recreational and community activities; planning and zoning; and general
administrative senices. This report includes all funds of the City government. The financial statements of
the City Dewvelopment Corporation of EI Campo, Inc. and the El Campo Volunteer Fire Department are
also reported herein as discretely presented component units of the City based upon standards
established by the Governmental Accounting Standards Board (see Note 1 to the financial statements).
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The Honorable Mayor, Members of
the City Council, and Citizens of
the City of EI Campo, Texas

ECONOMIC CONDITION AND OUTLOOK

The City is located in the gulf coast region of southeast Texas and is the largest City in Wharton County
with an estimated population of 11,602. It is located on U.S. Highway 59 and State Highway 71,
approximately 72 miles southwest of Houston. U.S. Highway 59 is one of the major transportation
arteries that ties the United States to Mexico and it is currently being studied for conversion to an
interstate highway that would link Canada to Mexico.

One of the economy’s mainstays is agriculture. Wharton County has consistently ranked as one of the
largest rice producing counties in the state and nation. Seweral major regional agricultural facilities are
located in the City, including operations for product storage, milling, transportation, and marketing as well
as two farm cooperatives that provide direct sales, senice and marketing assistance to area farmers. Oil
and gas production is also an important contributor to the local economy and in recent years the
aquaculture industry has become an important factor as well.

El Campo population and economy remains fairly stable with a slight growth trend. This has a direct
impact on the resources available to the City to provide senices to the community. Indicators of growth
include population increases, building activity, unemployment rate, ad valorem tax revenues, and sales
tax revenues.

Revenue growth appears equal to the costs of maintaining the current senvice lewels throughout the City;
however, the margin is much smaller than in prior years. Staff continues to monitor various indicators of
economic and fiscal health of the community. Monitoring is also done in order to better respond to
economic conditions that may indicate a weakening in the local economy. Any such weakening could
adwersely affect the fiscal health of the City. If the economy does have an adwerse effect on the City's
fiscal health, choices on revenues and expenditures will have to be made to address the impact. This
approach is important to ensure that any slow down in growth, or change in economic conditions does not
adwersely affect the financial position of the City.

The City must continue to work with its partners, notably the City Development Corporation, Wharton
County, the School District and EC Chamber and Non-Profit Organizations to mowe the community
forward and make the Mission Statement a reality for El Campo. We need to collaborate to ensure that
we are providing the best senices that we can for the entire community and not duplicating efforts but
rather assisting each other where we can make a difference for the greater good of the community.

The City still maintains fund balance reserves at lewels that allow for capital projects to be addressed.
The City Council has continued the policy that excess Fund Balance abovwe 3 months of operations
should be designated for capital.

MAJOR INITIATIVES

In dewveloping the FY15-16 budget, we focused on the goals and objectives for the City of EI Campo.
Department heads were asked to assess the needs, goals and achievements of each Department.

For the past seweral years, the City has initiated and completed many public improvements and
maintained adequate resources to provide a wide variety of senices for the citizens. The challenge of
maintaining the. quality of life in the City continues to be a top priority as well as focusing on our
infrastructure needs now and for the future such as planning for the I-69 Corridor improvements.

The City has made a significant investment in the employees and continues to try to motivate them to
provide excellent customer senice. As our main expenditure, personnel is what drives our senice level
and the more that we can do to create a unified team, the more that we can do to provide senice at the
level that our citizens desen.
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The Honorable Mayor, Members of
the City Council, and Citizens of
the City of El Campo, Texas

As we have reached the later years in the Comprehensive Plan that was prepared as the 2020 Vision, we
will begin to look at updating that for the future course that this community should take. The major
concern over the next 3-5 years will be our ability or inability to properly fund upkeep and maintenance of
our infrastructure and City facilities at a time when limited funds are available, while trying to fund our
basic senices.

The progress in the community can be seen with the projects that have been taken on such as the West
Loop Park and the West Norris Street rebuild. Extreme conservatism has allowed the City to build
reserves to be utilized for one-time purchases and that practice is continued. The economy has
continued to be in a slow growth mode and that is reflected. Additionally, we are awiding short-term
thinking.

Achievements in FY14-15:

The following were goals of the FY14-15 Adopted Budget: comprehensive approach to City’'s
infrastructure, focus on economic dewvelopment, quality of life and internal capacity defined as increasing
the capacity of staff and facilities to serve the public.

Comprehensive Approach to City’s Infrastructure

o Utilities: Systematic replacement of sewer lines through CDBG funding, applied for TWDB
planning funds to replace original 1905 Water Line on Mechanic Street, employed remote
monitoring flow meters

¢ Roads: 169/US loop frontage road projects in planning stages, completed inventory and
assessment of existing roads, continued rehabilitation of high traffic roadways with Norris St. and
Divide St., continued strip paving of existing gravel roads within City limits and seal coat program

e Drainage: Continued Tres Palacios Drainage Project, completed plan for Blue Creek Water Shed,
completed plan for Town and Country Area, implemented new dewvelopment standards regarding
retention/detention

Economic Development
e Downtown Reuvitalization: Focused on downtown as a destination that will attract residents and
tourists.  Inwolve all stakeholders in deweloping an Economic Dewelopment Strategy. Conducted
a Planning Retreat with Council/CDC/Chamber to ensure all are on the same page
e Housing Stock: Marketed land availability to dewelopers

Quality of Life

e« Parks and Recreation: Enhanced entrance through state funded grant opportunity (Green Ribbon
project), completed master plan and applied for grant funding for connectivity of parks-hike/bike
trails

e Housing Stock: The Council acknowledges that housing is a quality of life concern as well as
economic development

e Safe Community: Continued effective public safety initiatives such as National Night Out and
Community Senice Officer presentations

Internal Capacity defined as increasing the capacity of staff and facilities to serve the public
« Staffing: Develop/Implement total compensation system that attracts and retains talented/skilled
personnel, invested in training and dewelopment of the workforce, invested specifically in
Leadership Dewelopment for staff in supenisory/management roles
e City Facilities: Conducted in depth study on public safety facilities to determine best use and
wters supported a $10,500,000 new facility in May

i
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The Honorable Mayor, Members of
the City Council, and Citizens of
the City of El Campo, Texas

El Campo, the next five years, goals for FY15-16 and beyond:

In 2015, the City hosted its annual Strategic Planning retreat with Council and the management staff.
Several priorities were identified in the retreat. Listed below are goals and short and long term objectives.
Also included are budget action items that address these goals and objectives.

= Infrastructure: address aging infrastructure through the funding of sealcoating of the City's
streets. Complete West Norris Phase Il. Complete Tres Palacios project.

o Public Safety: build new facility; the Public Safety Building broke ground in September. Public
health improvement through the purchase of new equipment in EMS. Build rapport and enhance
relationships; funding was included for a SWAT team in the FY 16 budget

Ll Citywide Revitalization: downtown revitalization through strategic plan. Address dilapidated
structures through code enforcement. Encourage and promote diversified housing stock.

] Inter-local Communication: partner with the City Development Corporation, Emergency Senices
District #4, El Campo Independent School District and other regional stakeholders.

u Economic Development: continue to focus on economic development efforts.

FINANCIAL INFORMATION

The financial statements havwe been prepared in accordance with GAAP as prescribed by the
Gowernmental Accounting Standards Board.

Internal accounting controls are established by management to provide reasonable, but not absolute,
assurance regarding the safeguarding of assets against loss from unauthorized use or disposition. As
well, they are designed to provide reasonable assurance as to the reliability of financial records for
preparing financial statements and are employed to help maintain accountability for assets. The concept
of reasonable assurance recognizes that the cost of controls should not exceed the benefits expected to
be derived and the valuation of costs and benefits requires estimates and judgments by management.

In addition, the City maintains budgetary controls. The objective of these budgetary controls is to ensure
compliance with legal provisions embodied in the annual appropriated budget approved by City Council.
Activities of the General Fund, Debt Service Fund, Utility Fund, and EMS Fund are included in this
document in their annual appropriated amounts.

INDEPENDENT AUDIT

This report is prepared in compliance with the legal requirements set forth by Article 3.10 of the Charter of
the City of El Campo, Texas, as amended. In addition to fulfilling this legal requirement, this report serves
to fully disclose financial data on an annual basis to management, the elected City Council and Mayor,
the public, investors, and other interested persons. The firm of Sandersen Knox & Co., L.L.P., Certified
Public Accountants, was engaged by the City to satisfy this requirement.

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING

1A
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The Honorable Mayor, Members of
the City Council, and Citizens of
the City of El Campo, Texas

The Gowernment Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of EI Campo, Texas, for its
comprehensive annual financial report for the year ended September 30, 2014. The Certificate of
Achievement is the highest form of recognition for excellence in state and local government financial
reporting.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable
and efficiently organized comprehensive annual financial report. This report must satisfy both GAAP and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current

comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate.

ACKNOWLEDGMENTS

The preparation of this report could not be accomplished without the efficient and dedicated senices of
the staff of the Finance Department of the City. We would also like to thank the Mayor and Members of
City Coungcil for their interest and support in planning and conducting the financial operations of the City in
a progressive and responsible manner.

Respectfully,

Cobittwy Sl il

Courtney Sis(dek. Director of Finance
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Mindi‘ Snyder, City [&E‘]ahager
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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Council
City of El Campo, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of EI Campo, Texas, as of and for the year ended September 30, 2015, 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 did not audit the
financial statements of The City of EI Campo Volunteer Fire Department, which represent 0.6 percent, 6.8
percent and 2.3 percent, respectively, of the assets, net position and revenues of the City of EI Campo, Texas.
Those financial statements were audited by another auditor whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for The City of El Campo Volunteer Fire Department, is
based solely on the report of the other auditor. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
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, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of EI Campo, Texas, as of September 30, 2015, and the
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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 on pages 5 through 12, budgetary comparison information on page 60 and pension
information on pages 62 through 66 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of EI Campo, Texas’s basic financial statements. The introductory, combining and individual
nonmaijor fund financial statements and statistical section are presented for purposes of additional analysis and
are not a required part of the basic financial statements.

The combining and individual nhonmajor 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 combining and
individual nonmajor fund financial statements are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit

of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.

74/%%/%@,

Sugar Land, Texas
March 14, 2016



CITY OF EL CAMPO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2015

As management of the City of EI Campo, Texas (the “City”), we offer readers of the City's financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year
ended September 30, 2015.

FINANCIAL HIGHLIGHTS

e The assets of the City exceeded its liabilities at the close of the fiscal year ended September 30,
2015, by $23,404,233. Of this amount, $3,663,570 of unrestricted net position is available to
meet the City's ongoing obligations to citizens and creditors.

e The total cost of all City activities was $17,189,670 for the fiscal year. The net expense was
$8,963,201. During the year, the City's net expenses exceeded general revenues of the
governmental activities by $663,818. This represents a 2.8% decrease in net position from the
previous fiscal year as a result of operations.

o At September 30, 2015, the City's governmental funds reported combined ending fund balances
of $10,531,155, a net increase of $2,937,440 in comparison with the prior year.

e At September 30, 2015, unassigned fund balance for the General Fund was $3,103,928 or 32.2%
of total General Fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements are comprised of four components: 1) government-wide
financial statements, 2) fund financial statements, 3) component unit financial statements, and 4) notes to
financial statements. This report also contains other required supplementary information in addition to the
basic financial statements.

Organization and Flow of Financial Section Information

Independent Auditors’ Report
Provides the opinion of the Independent Auditors on the fair
presentation of the basic financial statements.

Management's Discussion and Analysis
This supplementary information is required for state and local government financial
statements and is intended to provide a narrative introduction and analysis.

Government-wide Financial Fund Financial Statements Component Unit
Statements Provides information on the Financial Statements
Provides information on financial position of specific funds Provides information on the
governmental and business-typg of the primary government. City's component units.
activities of the primary
government.

Notes to Financial Statements
Provides a summary of significant accounting policies and related
discussions.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
City's finances, in a manner similar to a private-sector business.



CITY OF EL CAMPO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2015

The statement of net position presents information on all of the City's assets, deferred outflows, liabilities,
and deferred inflows, with the difference between these 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 (i.e. uncollected taxes and earned but unused vacation leave).

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 or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City include general government, public safety, public
works, parks and recreation, and principal and interest on long-term debt. The business-type activities of
the City include utilities and emergency medical services.

The government-wide financial statements include not only the City itself (known as the primary
government) but also the component units of City Development Corporation of EI Campo, Inc., and El
Campo Volunteer Fire Department. These component units are not included as part of the primary
government.

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 are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the 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
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City maintained eleven individual governmental funds during the 2015 fiscal year. Information is
presented separately in the governmental funds balance sheet and in the governmental funds statement
of revenues, expenditures, and changes in fund balance for the General Fund and Capital Projects Fund,
which are considered to be major funds. Data from the other nine governmental funds are combined into
a single, aggregated presentation. Individual fund data for each of the non-major governmental funds is
provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for its General Fund and Debt Service Fund. Schedules
of revenues, expenditures, and changes in fund balances - budget and actual (GAAP basis) have been
provided for each of the funds to demonstrate compliance with the appropriated budgets.
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The City maintains two types of proprietary funds. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for its water/wastewater utility service, for its solid waste operations, and for
its emergency medical services. The City uses an internal service fund to account for its information
technology services. Because these services predominantly benefit governmental rather than business-
type functions, they have been included within governmental activities in the government-wide financial
statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in a more detailed format. The proprietary fund financial statements provide information for the
water/wastewater utility service, for the solid waste operation, and for the emergency medical service,
which are considered to be major funds of the City.

Notes to Financial Statements

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

Other Information

In addition to the basic financial statements and accompanying notes, required supplementary
information is included which presents a budgetary comparison schedule for the City's General Fund and
pension benefits information.

The combining statements referred to earlier in connection with non-major governmental funds are
presented immediately following the required supplementary information.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The City's net position, the amount that assets exceeded liabilities was $23,404,233 at the close of fiscal
year 2015.

By far, the largest portion of the City's net position (51.7%) reflects its investment in capital assets (i.e.,
land, buildings, infrastructure, and machinery and equipment). The City uses these capital assets to
provide services to its citizens; consequently, these assets are not available for future spending.
Although the City's investment in its capital assets is reported, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.
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City of El Campo, Texas

Net Position
Governmental Activities Business-Type Activities Totals
2015 2014 2015 2014 2015 2014
ASSETS
Currentassets $ 11,778502 $ 8532519 $ 3636551 $ 3,855373 § 15415053 $ 12,387,892
Capital assets (net) 20,411,948 17,112,847 18,086,655 18,537,086 38,498,603 35,649,933
Total Assets 32,190,450 25,645,366 21,723,206 22,392,459 53,913,656 48,037,825
DEFERRED OUTFLOWS
OF RESOURCES 507,000 353,407 165,413 115,302 672,413 468,709
LIABILITIES
Current liabilities 935,554 1,675,871 391,012 519,452 1,326,566 2,195,323
Noncurrent liabilities 17,749,336 9,309,440 12,014,119 12,933,720 29,763,455 22,243,160
Total Liabilities 18,684,890 10,985,311 12,405,131 13,453,172 31,090,021 24,438,483
DEFERRED INFLOWS
OF RESOURCES 69,229 22,586 91,815
NET POSITION
Netinvestmentin
capital assets 5,094,853 9,777,017 7,003,324 6,586,509 12,098,177 16,363,526
Restricted 7,642,486 214477 7,642,486 214,477
Unrestricted 1,205,992 5,021,968 2,457,578 2,468,080 3,663,570 7,490,048
Total Net Position $ 13,943,331 § 15013462 $ 9,460,902 $ 9,054,589 § 23,404,233 $ 24,068,051

An additional portion of the City's net position (33.0%) represents resources that are subject to external
restrictions on how they may be used (i.e., debt service). The remaining balance of unrestricted net
position ($3,663,570) may be used to meet the government's ongoing obligations to its citizens and
creditors.

At the end of the current fiscal year, the City is able to report positive balances in all three categories of
net position for the primary government as a whole.

Governmental activities. Governmental activities decreased the City's net position by $1,070,131. Key
elements of this decrease are as follows:

e Issuance of debt, increased long-term liabilities, $7,848,562; however, debt retirement for 2015
was $546,743.
e Depreciation expense $1,103,900

Business-Type activities. Business-type activities increased the City's net position by $406,313. The
key element of this increase relates to the increase in charges for services in excess of the prior year in
the amount of $509,601.
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City of El Campo, Texas
Changes in Net Position

Governmental Activities Business-Type Activities Totals
2015 2014 2015 2014 2015 2014

REVENUES
Program Revenues:
Charges for services $ 1,139,380 $ 1,169,096 $ 6,949,822 § 6,440,221 $ 8,089,202 $ 7,609,317
Operating grants 137,267 137,267
General Revenues:
Property taxes 3,118,814 2,833,021 3,118,814 2,833,021
Sales taxes 3,568,802 3,633,651 3,568,802 3,633,651
Franchise taxes 827,649 929,726 827,649 929,726
Other taxes 17,369 19,840 17,369 19,840
Investment earnings 26,974 9,620 9,776 14,327 36,750 23,947
Miscellaneous 535,618 680,474 194,381 729,999 680,474

Total Revenues 9,371,873 9,175,428 7,153,979 6,454,548 16,525,852 15,629,976
EXPENSES
General government 3,126,552 2,832,544 3,126,552 2,832,544
Public safety 3,781,285 3,781,836 3,781,285 3,781,836
Public works 2,228,376 2,352,547 2,228,376 2,352,547
Parks and recreation 1,152,451 1,218,866 1,152,451 1,218,866
Interest on long-term debt 236,628 123,993 236,628 123,993
Utilities 5,045,412 5,086,560 5,045,412 5,086,560
Emergency medical services 1,618,966 1,266,234 1,618,966 1,266,234

Total Expenses 10,525,292 10,309,786 6,664,378 6,352,794 17,189,670 16,662,580

Change in net position

before transfers (1,153,419) (1,134,358) 489,601 101,754 (663,818) (1,032,604)
Transfers 83,288 (962,266) (83,288) 962,266
Change in Net Position (1,070,131) (2,096,624) 406,313 1,064,020 (663,818) (1,032,604)
Net Position - Beginning 15,013,462 17,110,086 9,054,589 7,990,569 24,068,051 25,100,655
Net Position - Ending $ 13,943,331 $ 15013462 $ 9,460,902 $ 9,054,589 $ 23,404,233 $ 24,068,051

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

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

As of the end of the current fiscal year, the City's governmental funds reported combined ending fund
balances of $10,531,155, an increase of $2,937,440 from the prior year.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned
fund balance was $3,103,928. Unassigned fund balance represents 32.2% of total General Fund
expenditures. The fund balance of the City's General Fund decreased by $1,484,687 during fiscal year
2015.

Proprietary Funds

The City's proprietary funds, the Utility Fund and the Emergency Medical Services Fund, provide the
same type of information found in the government-wide financial statements, but in more detail.

Unrestricted net position of the Utility Fund and the Emergency Medical Services Fund at the end of the
current fiscal year amounted to $2,208,029 and $249,549, respectively. The increase in net position for
the funds was $406,313.

Other factors concerning the finances of these funds have been addressed in the discussion of the City's
business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

Actual fiscal year expenditures in the General Fund were $830,183 more than the final budgeted amounts
or appropriations. The major differences in expenditures were:

e $247,969 in Multi-departmental due to miscellaneous expenses, including grant work approved
by Council;

e $3,629 in Finance due to appraisal services;

e $108,042 in Streets due to seal coating costs and the purchase of a gradall that were budgeted
as a transfer to the General Government CIP Fund rather than an operating cost;

e $84,047 in Parks and Recreation due to recreational improvements that were also budgeted as
a transfer to the General Government CIP Fund rather than operating.

The fiscal year 2015 budget was amended from the original budget adopted by Council. The following
were included in the amendments:

e $13,410 increase in grant revenues including funds for Texas Capital Grant;

e $143,506 increase in miscellaneous revenue for insurance reimbursement;

e $1,160 increase in business licenses;

e $76,000 increase in building permit revenue;

e $2,630 increase in mechanical permit revenue;

e $18,900 increase in Aquatic Center fees;

e $17,790 increase in computers to fund a new server;

e $12,200 increase in miscellaneous services for work performed for Texas Capital Fund Grant;

e $40,000 increase to transfers to the General Government Capital Project Fund for rust repairs at
the aquatic center;
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e $99,000 increase for three new Tahoes for Police;

e $6,000 increase to minor equipment for radio replacement in Police;

e $256,756 increase in Major Equipment to fund replacement Gradall;

e $22,020 increase in Major Equipment and Vehicles in EMS for a radio for new ambulance and
LUCAS device.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The City's investment in capital assets for its governmental and business-type activities amounts to
$38,498,603 (net of accumulated depreciation) at the end of the current fiscal year. This investment in
capital assets includes land, buildings, improvements, vehicles, machinery and equipment, service
delivery system, infrastructure, and construction in progress. The net increase in the City's investment in
capital assets was 8.0%. Major capital asset events during the current fiscal year included the following:

e The net additions to equipment and infrastructure for governmental activities were $3,299,101.
Additions for fiscal year 2015 included the purchase of vehicles, various other equipment and
infrastructure.

e The decrease to construction in progress for governmental activities is attributable to the
completion of the West Loop Park, and the West Norris Phase | street project.

City of El Campo, Texas
Capital Assets (Net of Depreciation)

Governmental Activities Business-Type Activities Totals
2015 2014 2015 2014 2015 2014

Land $ 574,785 $ 574,785 $ 30,498 $ 30,498 $ 605,283 $ 605,283
Machinery and equipment 1,654,679 1,627,064 933,120 961,808 2,587,799 2,488,872
Buildings and improvements 6,803,791 4,622,971 521,550 564,243 7,325,341 5,187,214
Water works system 10,039,926 10,261,270 10,039,926 10,261,270
Sewer system 6,274,494 6,511,391 6,274,494 6,511,391
Infrastructure 10,078,611 7,083,254 10,078,611 7,083,254
Construction in progress 1,300,082 3,304,773 287,067 207,876 1,587,149 3,512,649

Totals $ 20,411,948 $ 17,112,847 $ 18,086,655 $ 18,537,086 $ 38,498,603 $ 35,649,933

Additional information on the City’s capital assets can be found in Note 5 of this report.

Long-Term Debt

At the end of the current fiscal year, the City had total bonded debt outstanding of $24,311,998. The City's
bonded debt had a net increase of $6,931,999 or 39.9% during the fiscal year ended September 30,
2015. The increase included the issuance of the 2015 General Obligation Bonds, Certificates of
Obligation Series 2015 and the Certificates of Obligation Series 2015A.

The City maintains a bond rating of “AA-" from Standard & Poor's. As a Home Rule City, the City is not
limited by law in the amount of debt it may issue; however, all new local bond issues must be approved
by the State Attorney General.

During fiscal year 2015, the City made payments on the outstanding capital leases in the amount of
$257,827. The balance on all capital leases at September 30, 2015 was $1,187,891.
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Additional information on the City's long-term debt can be found in Note 11 of this report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

e The total sales payments received by the City from the State Comptroller and retained by the City for
its own utility billing for the current fiscal year totaled $3,374,849 (including funds dispersed to the
City Development Corporation of El Campo, Inc.) This amount is consistent with the FY15 year-end
figures.

o The City amended water, sewer and garbage rates for 2016.

e Alsoincluded in the FY16 Budget is a Capital Improvement Program that has allowed us to budget for
operations only in the fund budgets and transfer the surplus funds to address capital needs.

¢ On afund by fund basis, the needs were assessed and the only items that were allowed to increase
the base budget involved areas of emphasis where amounts had been reduced to unrealistic levels.
Department Heads were encouraged to shift funds within their respective budgets as they saw
necessary.

All of these factors were considered in preparing the City’s budget for the 2015-2016 fiscal year.

The certified assessed taxable property valuations for the 2015 tax roll total $538,094,146 and $417,941
for the senior tax freeze, with a tax rate of $0.59177 per $100 valuation. The increase in the tax rate from
the prior year is due to debt payments for FY15. $0.41446 was allocated for maintenance and
operations, and $0.17731 was allocated for interest and sinking (debt service). The projected total
property tax due is $3,530,176 for the 2015 tax year.

Requests 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. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to the Finance Director, 315 E.
Jackson, EI Campo, Texas 77437.
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CITY OF EL CAMPO, TEXAS
STATEMENT OF NET POSITION
September 30, 2015

Primary Government

Assets
Cash and cash equivalents
Investments
Receivables (net)
Internal balances
Due from other governments
Notes receivable
Prepaid items
Inventory
Capital assets:
Land and other assets not being
depreciated
Buildings, infrastructure and
equipment (net)

Total Assets

Deferred Outflows of Resources
Deferred outflows

Total Deferred Outflows of Resources

Liabilities
Accounts payable and
accrued liabilities
Deposits
Accrued interest payable
Due to other governments
Long-term liabilities due within one year
Long-term liabilities due in more
than one year

Total Liabilities

Deferred Inflows of Resources
Deferred inflows

Total Deferred Inflows of Resources

Net Position
Net investment in capital assets
Restricted for:
Debt service
Police and emergency services
Capital projects
Memorial donations
Unrestricted

Total Net Position

Governmental Business-Type Component
Activities Activities Totals Units
$ 8,186,231 $ 442670 $ 8,628,901 $ 498,494
2,256,802 1,785,012 4,041,814 1,392,272
580,012 1,359,213 1,939,225 12,401
(45,874) 45,874
746,941 746,941 112,460
18,518 18,518
14,256 3,782 18,038
21,616 21,616
1,874,867 317,565 2,192,432 506,970
18,537,081 17,769,090 36,306,171 1,847,500
32,190,450 21,723,206 53,913,656 4,370,097
507,000 165,413 672,413
507,000 165,413 672,413
620,639 135,047 755,686 3,700
18,981 196,199 215,180
8,881 59,531 68,412
287,053 235 287,288
520,498 833,604 1,354,102
17,228,838 11,180,515 28,409,353
18,684,890 12,405,131 31,090,021 3,700
69,229 22,586 91,815
69,229 22,586 91,815
5,094,853 7,003,324 12,098,177 2,354,470
60,005 60,005
204,052 204,052
7,378,429 7,378,429
8,035
1,205,992 2,457,578 3,663,570 2,003,892
$ 13,943331 $ 9,460,902 $ 23,404,233 $ 4,366,397

See Notes to Financial Statements.
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CITY OF EL CAMPO, TEXAS

STATEMENT OF ACTIVITIES
Year Ended September 30, 2015

Program Revenues

Operating
Charges for Grants and
Functions/Programs Expenses Services Contributions
Primary Government
Governmental Activities
General government $ 3,126,552 § 209,755 $ 137,267
Public safety 3,781,285 419,142
Public works 2,228,376 223,309
Parks and recreation 1,152,451 287,174
Interest on long-term debt 236,628
Total Governmental Activities 10,525,292 1,139,380 137,267
Business-Type Activities
Utilities 5,045,412 5,336,727
Emergency medical services 1,618,966 1,613,095
Total Business-Type Activities 6,664,378 6,949,822
Total Primary Government $ 17,189,670 $ 8,089,202 § 137,267
Component Units $ 870,500 $ 186,372 $ 208,326
Total Component Units $ 870,500 $ 186,372 $ 208,326

General Revenues:
Taxes
Property taxes
Sales taxes
Franchise taxes
Other taxes
Investment earnings
Gain on sale of capital assets
Miscellaneous
Transfers
Total General Revenues and Transfers
Change in Net Position
Net Position, Beginning
Net Position, Ending

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

Primary Government

Governmental Business-Type Component
Activities Activities Totals Units
$ (2,779,530) $ $ (2,779,530) $
(3,362,143) (3,362,143)
(2,005,067) (2,005,067)
(865,277) (865,277)
(236,628) (236,628)
(9,248,645) (9,248,645)
291,315 291,315
(5,871) (5,871)
285,444 285,444
$ (9,248,645) $ 285444 $ (8,963,201) $
$ $ $ $ (475,802)
$ $ $ $ (475,802)
$ 3,118,814  $ $ 3,118,814  $
3,568,802 3,568,802 577,591
827,649 827,649
17,369 17,369
26,974 9,776 36,750 17,306
245,302 245,302 21,938
290,316 194,381 484,697 29,178
83,288 (83,288)
8,178,514 120,869 8,299,383 646,013
(1,070,131) 406,313 (663,818) 170,211
15,013,462 9,054,589 24,068,051 4,196,186
$ 13,943,331 $ 9,460,902 $ 23404233 $ 4,366,397
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CITY OF EL CAMPO, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2015

Assets
Cash and cash equivalents
Investments
Receivables (net)
Due from other funds
Due from other governments
Note receivable from component unit
Prepaid items
Inventory
Total Assets

Liabilities, Deferred Inflows of
Resources and Fund Balances
Liabilities
Accounts payable
Accrued expenditures
Deposits
Due to component unit
Due to other governments
Due to other funds
Total Liabilities

Deferred Inflows of Resources
Unavailable revenue

Fund Balances
Fund Balances:
Nonspendable
Restricted
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows and

Fund Balances

Governmental activities in the statement of net position are different because:
The internal service funds are used by the City to charge the costs of certain
activities to individual funds. The assets and liabilities of the internal service funds
are included in governmental activities in the statement of net position.
Property taxes receivable will be collected this year, but are not available soon enough
to pay for current period expenditures; therefore are reported as "unavailable"

in the funds.

Because the focus on governmental funds is on short-term financing, some assets
will not be available to pay for current period expenditures. Those assets are offset
by unavailable revenues in the governmental funds and thus are not included in

fund balances.

Capital assets used in governmental activities are not financial resources and,

therefore, are not reported as assets in governmental funds.
Deferred outflows and inflows of resources pertaining to actuarial pension

differences between expected and actual economic experience ($69,229),

projected and actual investment earnings ($160,649) and pension contributions
made subsequent to the measurement date ($346,351) are not financial
resources and, therefore, are not reported in the funds.
Long-term liabilities are not due and payable in the current period and therefore
are not reported as liabilities in the funds.

Net Position of Governmental Activities

See Notes to Financial Statements.
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Non-Major Totals
Capital Governmental Governmental
General Projects Funds Funds

$ 510,221 $ 7,459,269 $ 216,741  § 8,186,231
2,146,977 109,825 2,256,802
436,068 143,944 580,012
511,322 28,490 539,812
746,941 746,941
18,518 18,518
