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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, 2017, 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 confrol 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 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, 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, 2017, 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
other supplementary information, as listed in the table of contents, is presented for purposes of
additional analysis and are not a required part of the basic financial statements. These 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 Goverrnment Auditing Standards, we have also issued our report dated August
2, 2018, on our consideration of the City of Morgan’s Point Resort, Texas’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering City of Morgan’s Point Resort, Texas’s internal control over
finangial reporting and compliance.

[/Wﬂm Y [o, ﬂ(

ott, Vernon & Company P.C.
Temple, Texas
August 2, 2018




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, 2017. 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 $8,256,439.

e As of the close of the current fiscal year, the City’s governmental funds reported net
position of $3,761,174, $2,498,063 was capital assets (net), $119,876 was debt service
and $1,143,235 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.

s



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 requiremenis. 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 inflows 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 reconciliation 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. Propnetary
funds provide the same type of information as shown in the govemment-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 $8,256,439 for the year
ended September 30, 2017.

(in thousands)
Governmental Business-Type
Activities Activities
2017 2016 2017 2016
Assets
Current and other assets $ 1,855 $ 2,285 $2,018 $ 2,202
Capital Assets 2,613 2,200 4,825 4,383
Total Assets 4,468 4,485 6,843 6,585
Deferred Outflows of Rescources
Deferred Qutflow Related to Pensions 66 201 26 30
Total Deferred Outflows of Rescources 66 201 26 30
Total Assets and Deferred Cutflows
of Resources $ 4,534 $ 4,686 3 6,869 3 6,615
Liabilities
Long-term liabilities outstanding $ 466 $ 512 §$2252 § 2,453
QOther liabilities 307 218 122 94
Total Liabilities 773 730 2,374 2,547
Deferred Inflows of Rescources
Deferred Inflow Related to Pensions - - - -
Total Deferred Inflows of Rescources - - - -
Net Position
Net investment in capital assets 2,498 2,018 2,633 1,979
Restricted 120 61 205 205
Unrestricted 1,143 1,877 1,657 1,884
Total Net Position ' 3,761 3,956 4,495 4,068
Total Liabilities, Deferred Inflows
of Resources and Net Position $ 4534 § 4686 $6869 § 6615
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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 $233,179 for the current fiscal year.
(in thousands)

Governmental Business-Type
Activities Activities
2017 2016 2017 2016
Revenues
Program Revenues:
Charges for services § 195 5 211 $ 2,118 $ 1,911
Operating Grants and Contributions 6 15 - -
Capital Grants and Contributions 37 1 - -
Total Program Revenues 238 227 2,118 1,911
General Revenues:
Ad valorem taxes 1.509 1,473 - -
Penalties and interest 12 14 - -
Franchise taxes 191 1N - -
Sales taxes 148 142 - -
Road maintenance taxes 42 36 - -
Economic development taxes 34 30 -
Interest and investment income 13 7 9 5
Insurance claim proceeds - 2 - 4
Other gain (loss) 21 7 - -
Miscellaneous income 13 7 2 1
Total General Revenues 1,983 1,509 11 10
Total Revenues 2,221 2,136 2,129 1,921
Expenses
General 613 395 - -
Public safety 891 847 - -
Public works 329 292 - -
Community services 171 72 - -
Public safety center 32 28 - -
Programs, projects & facilities 61 19 - -
Permits and inspections - - 12 18
Municipal services 33 77 - -
Depreciation & amortization 266 255 155 146
Interest on long term debt - 22 93 125
Water and sewer - - 1,285 1,224
Marina - - 157 200
Total Expenses 2,416 2,007 1,702 1,713
Increase (decrease) in position
before transfers (193) 129 427 208
Transfers in (out) - (1% - 19
Increase (decrease) in net position (193) 110 427 227
Net position (beginning of year 3,956 3,846 4,068 3,841
Net position (end of year) § 3,761 § 3,956 $ 4,495 § 4,068
-7-



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

Governmental Activities
Governmental activities decreased the City's net position by $194,361.

General expenditures far-out weighted revenues due to capital replacements and new
infrastructures undertaken during the year. Nevertheless, general revenues such as sales,
property, and business taxes support program activities Citywide. For governmental activities,
overall, Ad valorem taxes are the largest single source of funds (67.9%), followed by charges
for services (8.8%), and franchise tax (8.6%).

Business-type Activities

Overall, business-type activities increased the City's net position by $427,540, 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 $2,118,230 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 $1,542,172 a decrease of $529,899 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 $1,422,296 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 $2,224,142 in the fiscal
year ended September 30, 2017, which represents a $71,263 increase from the fiscal year ended
September 30, 2016. Expenditures for governmental functions, totaling $2,785,846 increased

by $749,564 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 $1,500,720.



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 detail.

At the end of the fiscal year, the unresiricted net position for the Enterprise Funds were
$1,657,031 of which the Marina Fund had $248,126 and the Water & Sewer Fund had
$1,408,905. These funds are available for spending at the City's discretion for capital

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

The restricted net position has been reserved for payment of debt service of $205,000.

Capital Assets and Debt Administration

Capital Assets

The City's capital assets for its governmental and business-type activities as of September 30,
2017, amount to $7,438,145 (net of accumulated depreciation). Capital assets include land,
buildings and improvements, water and sewer systems, and equipment.

Capital Assets, Net of Depreciation
September 30, 2017

Governmental Business-Type
Activities Activities Total
Land and improvements 3 74,564 $ 40,154 $ 114,718
Buildings and improvements 650,618 1,237,618 1,888,236
Improvements other than buildings 774,852 3,043,920 3,818,772
Machinery and equipment 1,108,885 106,563 1,215,448
Construction in progress 4,144 396,827 400,971
Total $ 2,613,063 § 4,825,082 37,438,145




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

Capital Assets, Net of Depreciation
September 30, 2016

Governmental Business-Type
Activities Activities Total
Land and improvements 3 74,564 8 40,154 $ 114,718
Buildings and improvements 548,639 1,079,974 1,628,613
Improvements other than buildings 563,494 3,134,995 3,608,489
Machinery and equipment 1,009,402 127,301 1,136,703
Construction in progress 4,144 - 4,144
Total $ 2,200,243 $ 4,382,424 $6,582,667

For government-wide financial statement presentation, all depreciable 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
$2,717,009. Refer to Note H in the Notes to the Financial Statements for detail of these
obligations.  During fiscal year 2017, the City's total long-term debt decreased by
approximately $247,730.

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, 2017
Primary Government
Governmental Business-type Total
Activities Activities Activities
ASSETS
Cash and cash equivalents $ 1,624,697 $ 1,789,010 5 3,413,707
Property taxes, net of allowance
for uncollectibles 61,025 - 61,025
Maintenance fees, net of allowance
for uncollectibles 150,141 - 150,141
Other receivables, net of allowance
for uncollectibles 18,687 228,684 247,371
Restricted cash and investments:
Utility deposits - 596 596
Capital assets, net of accum depreciation;
Land and improvements 74,564 40,154 114,718
Buildings and improvements 650,618 1,237,618 1,888,236
Improvements other than buildings 774,852 3,043,920 3,818,772
Machinery and equipment 1,108,885 106,563 1,215,448
Construction in progress 4,144 396,827 400,971
Total capital assets, net of accum depreciation 2,613,063 4,825,082 7,438,145
Total assets and other debits 4,467,613 6,843,372 11,310,985
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 66,351 25,722 92,073
Total deferred outflows of resources 66,351 25,722 02,073
Total assets and deferred outflows of
resources $ 4,533,964 3 6,869,094 $ 11,403,058

The accompanying notes are an integral part of these statements.

-11-



City of Morgan's Point Resort
Statement of Net Position

LIABILITIES
Accounts payable

Accrued vacation payable
Accrued liabilities

Liabilities payable from restricted assets:
Accrued interest payable
Customers deposits

Unearned revenues

Long term liabilities:
Due within one year
Due in more than one year
Net pension liability
Total liabilities

DEFERRED INFL.OWS OF RESOURCES
Deferred inflows related to pensions

Total deferred inflows of resources

NET POSITION
Net investments in capital assets

Restricted for:
Debt service

Unrestricted

Exhibit A-1

September 30, 2017
Primary Government
Governmental Business-type Total
Activities Activities Activities

b 42,024 b 20,585 5 62,609
22,852 4,014 26,866
15,448 406 15,854
- 31,848 31,848
65,263 65,263
227,170 227170
55,000 210,000 265,000
60,000 1,850,000 2,010,000
350,296 91,713 442,009
772,790 2,373,829 3,146,619
2,498,063 2,633,234 5,131,297
119,876 205,000 324,876
1,143,235 1,657,031 2,800,266
3,761,174 4,495,265 8,256,436

Total net position

Total liabilities, deferred infiows of
resources and net position

$ 4,533,964

$§ 6,869,094

$ 11,403,058

The accompanying notes are an integral part of these statements.

-12-



Exhibit B-1
City of Morgan's Point Resort
Statement of Activities
For the Year Ended September 30, 2017

Net (Expense) Revenue and Changes in Net Asseis

Governmental  Business-type
Activities Activities

2017
Total

$  (486,685) § :

$ (486,685)

(650,840) . (650,840)
(190,239) : (190,239)
(329,384) (329,384)
(15,758) y (15,758)
(115,362) : (115,362)
(6,799) 5 (6,799)
(24,982) . (24,982)
(31,588) - (31,588)
(61,075) - (61,075)
(265,895) . (265,895)
(112) - (112)
(2,178,719) - (2,178,719)
- 275,489 275,489

- 140,566 140,566

- 416,055 416,055

$ (2,178,719) § 416,055

$ (1,762,664)

1,508,998 - 1,508,998
12,213 - 12,213
2,085 - 2,085
190,687 - 190,687
148,006 - 148,006
5,167 - 5,167
42,133 - 42,133
34,051 - 34,051
13,113 9,472 22,585
20,771 - 20,771
7,134 2,013 9,147
1,984,358 11,485 1,995,843
(194,361) 427,540 233,179
3,955,535 4,067,725 8,023,260

§ 3,761,174 S 4495265

$ 8,256,439

The accompanying notes are an integral part of these statements.



Exhibit C-1
City of Morgan's Point Resort
Balance Sheet
Governmental Funds

September 30, 2017
Nonmajor Total
General Governmental Governmental
Fund Funds Funds
ASSETS
Cash and cash equivalents 8 1,583,476 § 41,221 % 1,624,697
Receivables (net of allowances for uncollectibles):
Taxes 61,025 - 61,025
Accounts 166,143 2,685 168.828
Total assets $ 1,810,644 § 43906 § 1,854,550
LIABILITIES
Liabilities:
Accounts payable b 31,892 §% 2,454 § 34346
Payroll payable 12,568 - 12,568
Vacation and sick leave payable 22,852 - 22,852
Accrued Expenses 15.444 - 15,444
Unearned revenue 166,143 - 166,143
Total liabilities 248,899 2,454 251,353
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue related to property taxes 61,025 - 61,025
Total deferred inflows of resources 61,025 - 61,025
FUND BALANCES
Restricted 119,876 - 119,876
Unassigned 1,380,844 41,452 1,422 296
Total fund balances 1,500,720 41.452 1,542,172
Total liabilities, deferred inflows of resources
and fund balances 5 1,810,644 § 43906 § 1,854,550

The accompanying notes are an integral part of these statements.
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City of Morgan's Point Resort
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Position
September 30, 2017

Total fund balance - governmental fund balance sheet 3

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

Capital assets (net of accumulated depreciation) used in governmental
funds are not financial resources and, therefore, are not reported in the
funds.

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 2017 capital outlays is
to increase net position.

Current year capital sales are revenues in the fund financial statements,

but they should be shown as decrease in capital assets in the government-wide
financial statements. The net effect of removing the 2017 capital sales is

to decrease net position.

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.

Long-term liabilities, including bonds payable and accrued interest, are not due
and payable in the current period and, therefore, are not reporied in the funds.

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.

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 inthe
amount of 335,652 and a Deferred Resource Qutflowrelated to TMRS in
the amount of $200,801. This amounted to a decrease in net position.

Net pension liability change in current year is to decrease net position.

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.

Exhibit C-2

1,542,172

2,200,243

689,749

(15,142)

(265,895)

(176,117)

61,117

(134,851) .

(145,094)

8,992

Net position of governmental activities - statement of net position 3

3,761,174

The accompanying notes are an integral part of these statements.

-16-
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City of Morgan's

Statement of Revenues, Expenditures, and Changes in Fund Balance

Government

Point Resort

al Funds

For the Year Ended September 30,2017

Exhibit C-3

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
Revenue:
Taxes:
Property $ 1508998 § - 5 1,508,998
Sales 197,390 34,051 231,441
Licenses and permits 37,010 - 37,010
Maintenance fees 88,575 88,575
Franchise fees 190,687 160,687
Court fees 37,613 37,613
Pool fees 23,152 23,152
Fire Dept Response 8,051 - 8,051
Interest income 25,326 - 25,326
Miscellaneous 67,724 5,565 73,289
Total revenues 2,184,526 39,616 2,224,142
Expenditures:
Current:
General government 474,141 - 474,141
Public safety 1,040,127 - 1,040,127
Public works 767,912 - 767,912
Community services 180,176 116,227 296,403
Municipal 53,371 - 53,371
Public safety center 31,588 31,588
Programs, projects & facilities 61,075 61,075
Debit service:
Principal 61,117 61,117
Interest 112 - 112
Total expenditures 2,669,619 116,227 2,785,846
Excess (deficiency) of revenues over
{under) expenditures (485,093) (76,611) (561,704)
Other financing sources (uses):
Sale of surplus assets 31,805 - 31,805
Total other financing sources (uses) 31,805 - 31,805
Net change in fund balance {453,288) (76,611) (529,899)
Fund balance - beginning 1,954,008 118,063 2,072,071
Fund balance - ending $ 1,500,720 § 41452 § 1,542,172

The accompanying notes are an integral part of these stalements.
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City of Morgan's Point Resort

Exhibit C-4

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, 2017

Net change in fund balance - total governmental funds

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 2017 capital outlays is
to increase net position,

Current year capital sales are revenues in the fund financial statements,

but they should be shown as decrease in capital assets in the government-wide
financial statements. The net effect of removing the 2017 capital sales is

to decrease net position.

Depreciation is not recognize as an expense in governmental funds since it does
not require the use of cwrent financial rescowces. The net effect of the
current year's depreciation is to decrease net position.

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.

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

(GASB 68 required that certain expenditures be de-expended and recorded
as deferred resource outflows. This impact of all of this is to increase the
change in net position.

Change in net position of governmental activities - statement of activities

The accompanying notes are an integral part of these statemenis
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City of Morgan's Point Resort

Statement of Revenues, Expenditures, and Changes in Fund Balance

Budget and Actual — General Fund
For the Year Ended September 30, 2017

Exhibit C-5

Variance with
Final Budget

Budgeted Amounts Positive
Original Final Actual {Negative)
Revenue:
Property taxes $ 1,536,000 $ 1,536,000 § 1508998 § (27,002)
Licenses and permits 25,000 25,000 37,010 12,010
Maintenance fees 100,000 = 100,000 88,575 (11,425)
Mixed drinks and sales tax 162,000 162,000 197,390 35,390
Franchise fees 208,700 208,700 190,687 (18,013)
Court fees 51,025 51,025 37,613 (13,412)
Pool fees 26,100 26,100 23,152 (2,548}
Fire Dept Response 25,000 25,000 8,051 (16,949)
Interest income 2,950 2,950 25,326 22,376
Miscellaneous 25,400 25,400 67,724 42,324
Total revenues 2,162,175 2,162,175 2,184,526 22351
Expenditures:
Current:
General government 375915 375,915 474,141 (98,226)
Public safety 1,156,119 1,156,119 1,040,127 115,992
Public works 637,034 637,034 767,912 {130,878)
Comimunity services 62,760 161,760 180,176 (18,416)
Municipal 74,347 74,347 53,371 20,976
Public safety center 34,900 34,900 31,588 3,312
Programs, projects & facilities 37,620 37,620 61,075 (23,455)
Debt service:
Principal 59,732 59,732 61,117 (1,385)
Interest 5,902 5,902 112 5,790
Total expenditures 2,444,329 2,543,329 2,669,619 (126,250)
Excess (deficiency) of revenues over
(under) expenditures (282,154) (381,154) (485,093) (103,939)
Other financing sources (uses):
Sale of surplus assets - 31,805 31,805
Total other financing sources (uses) - 31,805 31,805
Net change in fund balance (282,154) (381,154) (453,288) (72,134)
Fund balance - beginning 1,954,008 1,954,008 1,954,008 -
Fund balance - ending $ 1,671,854 $ 1,572,854 § 1,500,720 § (72,134)

The accompanying notes are an integral part of these statemenls.
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ASSETS

Cash and cash equivalents

Receivables (net of allowances for uncollectibles):
Accounis

Property and Equipment:

Land

Buildings and improvements

Improvements other than buildings

Furniture and fixtures

Machinery and equipment

Construction in progress

Less accumulated depreciation
Net property and equipment

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions
Total deferred outflows of resources

Total assets and deferred outflows of
resources

LIABILITIES
Liabilities:
Accounts payable
Customer deposits
Payroll payable
Vacation and sick leave payable
Current portion of bonds payable
Accrued interest payable
General obligation bonds payable - long term
Net pension liability
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions
Total deferred inflows of resources

Net Position
Net investment in capital assets
Restricted:
Debt service
Unrestricted
Total net position

Total liabilities, deferred inflows of
resources and net position

The accompanying notes are an integral part of these statements.

City of Morgan's Point Resort
Statement of Net Position — Proprietary Funds
September 30, 2017

Exhibit D-1

Total
‘Water and Sewer Marina Proprictary
Fund Fund Funds
3 1,498435 § 281,171 1,789,606
206,366 22318 228,684
40,154 - 40,154
849,680 1,126,022 1,975,702
4,616,827 - 4,616,827
25,303 13,434 38,737
478,249 69,313 547,562
396,827 - 396,827
(2,366,885) {423,842) (2,750,727)

4,040,155 784,927 4,825,082
5,744,956 1,098,416 6,843,372
18,679 7,043 25,722
18,679 7,043 25,722
b 5,763,635 § 1,105,459 6,869,094
i 20,335 % 250 20,585
45,665 19,598 65,263
130 276 406
3,920 94 4,014
170,000 40,000 210,000
31,848 - 31,848
1,840,000 10,000 1,950,000
74,525 17,188 91,713
2,286,423 87,406 2,373,829
1,858,307 734,927 2,633,234
170,000 35,000 205,000
1,408,905 248,126 1,657,031
3,477,212 1,018,053 4495265
3 5,763,635 § 1,105,459 6,869,094
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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, 2017

Total
Water and Sewer Marina Proprietary
Fund Fund Funds
OPERATING REVENUES:
Charges for services 3 1,786,272 § 331,058 5 2,118,230
Total operating revenues 1,786,272 331,958 2118230
OPERATING EXPENSES:
Purchase of Water 515,017 - 515,017
Sanitation fees 256,261 - 256,261
Fuel and oil purchases - 26,545 26,545
. Consulting services 5,807 - 5,807
Salaries and wages 251,954 84,868 336,822
Computer program support 8,509 - 8,909
Employee benefits 69,516 16,933 86,449
Land lease - 4,609 4,609
Utilities 19,138 9,266 28,404
Repairs and maintenance 13,691 2,173 15,864
Office supplies 10,609 - 10,609
Materials and supplies 34,946 7,972 42,918
Depreciation 126,088 28,892 154,980
State permit fees 8,750 2,770 11,520
’ Miscellaneous services and charges 99,197 5,002 104,199
Total operating expenses 1,419,883 189,030 1,608,913
: Operating income (loss) 366,389 142,928 509,317
NON-OPERATING REVENUES (EXPENSES):
Investment revenue 9472 - 0,472
Miscellaneous 1,806 207 2,013
Interest expense (90,500) (2,362) {93,262)
Total non-operating revenues (expenses) (79,622} (2,155) (81,777)
Net income (loss) before operating transfers 286,767 140,773 427,540
4 TRANSFERS:
Interfund operating transfers in (out) 34,042 {34,042) -
Change in net position 320,809 106,731 427,540
s Net position - beginning 3,156,403 911,322 4,067,725
Net position - ending b 3477212 % 1,018,053 3 4,495,265
A
The accompanying notes are an integral part of these statements.
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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, 2017

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

Receipts from Customers and Users b 1,809,850 $ 331,645 3 2,141,535

Payments to Suppliers (583,897) (58,087) (1,041,984)

Payments to Employees (321,459) (101,607} (423,066)
Net Cash Provided (Used) by Operating Activities 504,534 171,951 676,485
Cash Flows frem Non-capital Financing Activities:

Industrial Development 1,806 - 1,806
Operating Transfers In (out) from Cther Funds 34,042 {34.042) -
Net Cash Provided {Used) by Non-capital Financing Activitics 35,848 (34,042) 1806

Cash Flows from Capital and Related Financing Activities:

Purchase and construction of capial assets (396,827) (200,811} (597,638)

Principal paid on bonds (170,000) (35,000) (205,000)

Interest and fees paid on bonds (90,500) (2,362) {93,262)
Net Cash Provided (Used) for Capilal & Related Financing Activities {657,727) (238,173) (895,900)
Cash Flows from Investing Activities:

Interest on Investments 9472 207 9,679
Net Cash Provided (Used) for Investing Activities ~ 9472 207 9.679
Net Increase (Decrease) in Cash and Cash Equivalents {107,873) (100,057) {207,930)
Cash and Cash Equivalents at Beginning of Year 1,606,308 391,228 1,997,536
Cash and Cash Equivalerts at End of Year b 1498435 § 291171 3 1,789,606

The accompanying notes are an integral part of these siatements.
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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, 2017

Total
Water and Proprietary
Sewer Marina Funds

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities;
Operating Income (Loss) £ 366389 § 142,928 § 509,317
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities

Depreciation 126,088 28,802 154,980
Change in Assets and Liabilities:
Decrease (Increase) in Receivables (23477) {429) (23,506)
Decrease (Increase) in Deferred Qutflows of Resources 5,360 (1,312) 4,048
Increase (Decrease) in Payables 11,572 250 11,822
Increase (Decrease) in Customer Deposits 18,998 4,686 23,684
Increase (Decrease) in Payroli Payable (n 194 183
Increase (Decrease) in Vacation Payable (636) 94 (542)
Increase (Decrease) in Accrued interest payable (2,791) (4,053) (6,844)
Increase (Decrease) in Net Pension Liability 3,042 701 3,743
Total Adjustments 138,145 29,023 167,168
Net Cash Provided {Used) by Operating Activities 3 504,534 & 171951 § 676,485

The accompanying roles are an integral part of these statements.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2017

1. 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 vnits. 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-3.

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 GAAF and used by
the City are discussed below.

B. Basic Financial Statemenis — 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 governmental 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 activities.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2017

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 receivables
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, labilities, 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
financial resources except those required to he accounted for in another fund.

The activities reported in these funds are reported as governmental activities in the government-
wide financial statements.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2017

Proprietary Funds:

The focus of proprietary fund measurenient 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 governmment-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 reported when all eligibility requirements
have been met. Fees and charges and other exchange revenues are recognized when eamned 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
susceptible 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 Hability 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.



City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2017

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 less 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 sheet.

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, 2017

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 governmental 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 40 hours 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. This forfeit rule does not apply to the City Manager.

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 that 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 capitalized 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
eamed on invested proceeds over the same period.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2017

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
Improvemenis 20
Vehicles 8
Equipment 7-10
Furnitare and fixtures 7

When capital assets are retired 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 reported 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 issvances are reported 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

accumulated depreciation and less any debt that remains ouistanding that was used to
Jfinance those assets.
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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2017

«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
form 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 Budge! Reserve Account.

sAssigned—Amounts that are designated by the City Council for a particular purpose but are
not spendable until a budget ordinance is passed or there is a majority vote approval (for
capital prajects 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 vsing 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
Notes to Financial Statements
September 30, 2017

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:

Governmental  Business-type Total
Property taxes b 61,025 § - § 61,025
Maintenance fee 150,141 - 150,141
Sales taxes 16,002 - 16,002
Total deferred revenue $ 227,168 % - §227,168

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 consumption 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 specifically 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,
represents a consumption of net position that 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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City of Morgan’s Point Resort
Notes to Financial Statements
September 30, 2017

1. 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 commitments 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
— is 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 budgets 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.

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.

R N

ili. 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 City Secretary.
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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, except 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 Certificates of obligation bond indenture provisions. Annual budgetary integration is
not employed for the Capital Projects funds becanse the small number of contracts and projects
in these funds provides effective project length budgetary control.

Excess of Expenditures over Appropriations

For the fiscal year ended September 30, 2017, 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.

During the year, no material supplemental appropriations were adopted.

Excess of
Expenditures
Over Explanation
Appropriations Expendrures Appropriations Number
General Fund
General Government § 375915 3 474,141 3 (98,226) I
Public Works 637,034 767,912 (130,878) 2
Community Services 161,760 180,176 (18,416) 3
Programs, Projects & Facilities 37,620 61,075 (23,458) 4
Debt Service - Principal 59,732 61,117 (1,385) 5

General Fund

1. An unfavorable variance resulted from higher building and structure maintenance
expenses than budgeted.

2. An unfavorable variance resuilted from higher road expenses than budgeted.

3. An unfavorable variance resulted from renovations to community pool being more than
budgeted.

4. An unfavorable variance resulted from higher programs, projects and facilities expenses

than budgeted.
5. An unfavorable variance resulted from an error in budgeted principal.
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