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City of Bastrop

1311 Chestnut Street BASTROPTX

PO Box 427 Heart offtlg::ql;ost Plnes
Bastrop, Texas 78602

February 10, 2015

Honorable Mayor and City Council,
And the Citizens of the City of Bastrop, Texas

The City of Bastrop Finance Department respectfully submits the Comprehensive Annual
Financial Report for the fiscal year ended September 30, 2014. Provided herein is a complete
set of financial statements in conformity with generally accepted accounting principles GAAP
and audited in accordance with generally accepted auditing standards by a firm of licensed
certified public accountants.

The purpose of this report is to provide council, management, staff, the public and other
interested parties with detailed information regarding the City’s financial condition. State law
requires that every general purpose local government publish, within six months of the close of
each fiscal year, a complete set of audited financial statements. This report is published to fulfill
that requirement for the fiscal year ended September 30, 2014.

This report consists of management’s representations concerning the finances of the City. To
the best of our knowledge and belief, the enclosed data is accurate in all material respects and
is reported in a 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 an understanding of the City’s financial activities have been included.

To provide a reasonable basis for making the representations, management of the City has
established a comprehensive internal control framework that is designed both to protect the
City assets from loss, theft or misuse and to compile sufficient reliable information for the
preparation of the City financial statements in conformity with GAAP. Because the cost of
internal controls should not outweigh their benefits, the City comprehensive framework of
internal controls has been designed to provide reasonable rather than absolute assurance that
the financial statements will be free from material misstatement. As management, we assert
that to the best of our knowledge and belief this financial report is complete and reliable in all
material respects.

The City financial records have been audited by Pattillo, Brown & Hill, L.L.P. Certified Public
Accountants as required by the City Charter and Financial Management Policies adopted by City
Council. This Comprehensive Annual Financial Report has been prepared based upon those
audited records. The goal of the independent audit was to provide reasonable assurance that
the financial statements of the City for the fiscal year ended September 30, 2014 are free of



material misstatement. This independent audit involved examining, on a test-basis, evidence
supporting the amounts and disclosures in the financial statements assessing the accounting
principles used and significant estimates made by management and evaluating the overall
financial statement presentation.

Pattillo, Brown & Hill, L.L.P. Certified Public Accountants have issued an unmodified (“clean”)
opinion on the City of Bastrop, Texas’s financial statements for the fiscal year ended September
30, 2014. The independent auditor’s report is located at the front of the financial section.
Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s
report and provides a narrative introduction, overview, and analysis of the basic financial
statements. MD&A complements this letter of transmittal and should be read in conjunction
with it.

PROFILE OF BASTROP

The City of Bastrop is nestled on the Colorado River and located at the junction of TX Highways
71, 21 and 95, just 30 minutes from Austin, 90 minutes from San Antonio and less than 2 hours
from Houston. It currently occupies 10.9 square miles and serves a population of 7,800. The
City of Bastrop serves as the county seat of Bastrop County. The City has developed into a
commercial center which daily serves up to an estimated 50,000 business persons, shoppers,
and visitors.

Bastrop, Texas is known as the most historic small town in Texas. A frontier settlement founded
by Stephen F. Austin in 1832 and incorporated in 1837. The City is the second-oldest
incorporated town in Texas and was considered an alternate capital of the Republic. The City is
situated along El Camino Real National Historic Trail and boasts more than 130 renovated
historic homes and sites, designated on the National Register of Historic Places by the Texas
Historical Commission.

The City operates under a council-manager form of government. The City Council is comprised
of a Mayor and five council members. All members are elected at-large on a staggered and non-
partisan basis. They are responsible to enact local legislation, provide policy and annually adopt
the operating budget. They appoint the City Manager, City Attorney, Judge of the Municipal
Court and members of various boards and commissions. The City Manager under the oversight
of the City Council is responsible for the proper administration of the operations of the City.

The City provides a full range of municipal services including general government, public safety,
public works, parks and recreation, planning and development, code enforcement, animal
services, and water, sewer and electric utilities. Sanitation services are provided by the City but
are privately contracted.

The Bastrop Economic Development Corporation (BEDC) is included in the financial statements
as a discrete component unit. Its purpose is to aid, promote and further economic development



within the City. The BEDC is funded with sales tax revenues and is discussed more fully in the
notes to the financial statements.

The annual budget of the City serves as the foundation for its financial plan and control. The
budget is proposed by the City Manager and adopted by the City Council in accordance with
policies and procedures established by the City Charter, ordinances, and state law. The budget
process begins each year with the development of priority issues established by City Council at
their City Council Retreat. Departments submit their annual departmental budget requests to
the City Manager for review. A proposed budget is prepared for presentation to the City
Council. The City Council reviews the budget in subsequent work sessions and a formal budget
is prepared and made available to the public for review. Prior to official adoption of the budget
by council, any required public hearings on the proposed budget are held to allow for public
input and any required notices are published in the City’s newspaper.

FACTORS AFFECTING FINANCIAL CONDITION

Local Economy

The City of Bastrop is identified as the county seat for Bastrop County. With this designation
comes commercial growth not typically seen for a population of approximately 7,700 residents.
Major industries located within the government’s boundaries or in close proximity include
hospitals, retail stores, and several financial institutions and insurance companies. The school
district has significant economic presence, employing in total more than 1,350 teachers,
professionals, and support staff.

Because of its location in a region with a varied economic base, unemployment had been
relatively stable until the effect of the current recession was felt during the current year. During
the past ten years, the unemployment rate rose from an initial low of 5.3 percent in 2004 to a
decade high of 8.6 percent in 2011 and reducing to 4.2 percent for the current year of 2014.
Although unemployment rates have reduced nationwide over the last two years, the City of
Bastrop continues to experience unemployment rates consistently lower than national
averages.

Due to its healthy local economy, the City of Bastrop has maintained a credit rating of AA- from
Fitch Ratings and achieved an upgrade of two notches from Standard and Poor’s to AA in 2013.
Over the past ten years, the City has experienced significant economic growth and investment.
Commercial development is attracted to the City as is evidenced by the opening of new
establishments during 2013 which include Buc-ee’s, Bastrop Museum , Super Donuts, Paw-paws
Catfish, LaHacienda, Popeye’s Chicken, Tres Viejo’s, Lilly Cherry Clothing Boutique, and Tiger
Tote #23. Commercial development continued to prosper in 2014 with the addition of Academy
Sports store, Chic-fil-a, Southside BBQ restaurant, renovation and expansion of the HEB grocery
store, and an additional retail strip center. The City issued 158 building permits with a permit
value of $21,690,642.



Our sound financial position is apparent even with the growth pressures because of our
conservative budgeting practices, as evidenced by healthy fund balance numbers. The City
experienced growth in assessed valuation of property taxes and collection of sales tax from
fiscal year 2010 through 2014 as identified in the chart below. Existing assessed valuations have
continued to represent a slight increase. This increase could be attributable to the population
growth in the greater Austin metro area and due to the Bastrop County Complex Fire in
September 2011. The wildfire was located within the County of Bastrop and in proximity to the
City which resulted in a significant Sales Tax impact upon our economy. The wildfire burned
1,645 homes in the county of which 67 were in the city limits. As is common following natural
disasters of this scale, it is estimated sales tax receipts will increase over prior year receipts as
the community rebuilds. The City of Bastrop had been experiencing significant commercial
growth prior to the fire. The effects upon the Ad Valorem Tax base occurred in Fiscal Year 2013
as reappraisals of properties would have occurred in January of 2012 as evidenced below. The
Sales Tax Revenue for Fiscal 2012 far exceeded its budgeted 4% increase and in Fiscal 2013 the
revenue percentage increase was reduced but still outperformed the anticipated budget of
$2,952,100. In Fiscal Year 2014, the City remained conservative from a budget standpoint only
budgeting $3,155,000 and continued to safely exceed budgeted projections. The steady growth
of the commercial area in addition to the City Councils conservative budgeting practices have
kept the City finances insulated from a sharp pullback after the recovery.

Fiscal Ad Valorem Taxes % General Fund %
Year Certified Assessed Valuation Change Sales Tax Receipts Change
2009 S 548,419,690 13.46% S 2,508,969 5.80%
2010 S 567,446,564 3.45% S 2,606,584 3.89%
2011 $ 607,077,994 7.00% S 2,722,333 4.26%
2012 $627,256,816 3.32% S 3,194,452 17.34%
2013 $ 635,808,461 1.36% S 3,322,116 3.99%
2014 $670,721,248 5.49% S 3,477,564 4.68%

Long-term Financial Planning

General fund Fiscal 2015 budgeted expenditures exceed the 25 percent reserved fund balance
and are in excess of the 90 days requirement identified within the financial management policy
guidelines set by the City Council in the Financial Management Policies. The City Council held
fund balance at 29% for Fiscal Year 2015 to protect the City’s creditworthiness as well as its
financial position from unforeseeable emergencies.

The overriding goal of the Financial Management Policies and Comprehensive Fund Balance
Policy are to enable the City to achieve a long-term stable and positive financial condition while
conducting its operations consistent with the Council-Manager form of government established
in the City Charter. The scope of the policies spans accounting, auditing, financial reporting,
internal controls, operating and capital budgeting, revenue management, cash management,
expenditure control, and debt management.



Recognizing that debt is usually a more expensive financing method, alternative financing
sources will be explored before debt is issued. When debt is issued, it will be used to acquire
major assets with expected lives that equal or exceed the average life of the debt issue. The
exceptions to this requirement are the traditional costs of marketing and issuing the debt,
capitalized labor for design and construction of capital projects, and small component parts
which are attached to major equipment purchases. Debt payments are structured to provide
that capital assets funded by debt have a longer life than the debt associated with those assets.
Regarding general obligation debt, the City has followed a policy of structuring new debt issue
payment schedules to maintain declining debt payment structures to keep tax increases at a
minimum.

Relevant Financial Policies

The City of Bastrop, Texas has adopted a comprehensive set of financial policies. Annually the
City Council approves their financial policies and extensive review and revisions are provided to
City Council and the City Manager from the Finance Department. In Fiscal Year 2013, the City
Council approved a revised Investment Policy, as amended, it will further protect City Assets by
identifying investment objectives, addressing the issues of investment risks versus rewards, and
providing the framework for the establishment of controls, limitations and responsibilities of
City employees in the performance of their fiduciary responsibilities. In Fiscal Year 2014, the
City approved a revised Purchasing Policy with the intent to maintain a cost effective
purchasing system conforming to good management practices. The establishment and
maintenance of a good purchasing system is possible only through cooperative effort. This
Policy reaffirms the City of Bastrop's commitment to strengthen purchasing and property
controls to reasonably assure that assets are received and retained in the custody of the City of
Bastrop.

Major Initiatives

There were two issuances of debt in FY2014. The Certificates of Obligation, Series 2013 in the
amount of $11,000,000 was issued on 11/12/2013. The intention of the issue is to provide for
costs incurred from (1) constructing, improving, extending and/or expanding City streets,
including drainage, sidewalks, parking and right-of-ways; (2) constructing, improving, extending
and/or expanding the City’s water and wastewater system including an additional water supply
well and related pipeline improvements for storm water drainage and detention and related
roadway improvements; and (3) the payment of professional services in connection therewith
including legal, fiscal and engineering fees and issuance costs. Also, Combination Tax and
Revenue Certificates of Obligation, Series 2014 in the amount of $7,000,000 was issued on
06/08/2014. The intention of the issue is to provide for costs incurred from (1) constructing,
improving, extending and or expanding the City’s water and wastewater system including
equipment, vehicles, additional water supply well and related pipeline improvements for storm
water drainage and detention and related roadway improvements; (2) constructing
improvements and upgrading the City’s electric system including equipment and vehicles; and
(3) the payment of professional services in connection therewith including legal, fiscal and
engineering fees and issuance costs.



Awards and Acknowledgements

The Governmental Finance Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City for its
comprehensive annual financial report (CAFR) for the fiscal year ended September 30, 2013.
This was the third consecutive year that the City achieved this prestigious award. In order to be
awarded a Certificate of Achievement, the government had to publish an easily readable and
efficiently organized CAFR that satisfied both generally accepted accounting principles and
applicable program requirements.

A certificate of achievement is valid for a period of one year only. We believe our current
report continues to conform to the Certificate of Achievement program requirements, and we
are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this report would not have been possible without the skill, effort, and
dedication of the entire staff of the Finance Department. We wish to thank all government
departments for their assistance in providing the data necessary to prepare this report. Credit
also is due to the City Manager, Mayor and the Council for their unfailing support for
maintaining the highest standards of professionalism in the management of the City of Bastrop,
Texas’s finances.

Respectfully submitted,

Aartn Stovall

Karla Stovall, CPM
Chief Financial Officer/ Assistant to the City Manager

Vi
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PATTILLO, BROWN & HILL, L.L.p.

CERTIFIED PUBLIC ACCOUNTANTS m BUSINESS CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor
and City Council of the
City of Bastrop, Texas

Report on the Financial Statements

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

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in 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.

1
WACO, TX HOUSTON, TX TEMPLE, TX A' C PA )
101 West Highway 6 281.671.6259 254.791.3460
Waco. Texas 76710 a
254.772.4901 RIO GRANDE VALLEY, TX ALBUQUERQUE, NM Governmental Audit

www.pbhepa.com 956.544.7778 505.266.5904 Quality Center



An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ 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, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City of
Bastrop, Texas, as of September 30, 2014, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United 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, the budgetary comparison information, and schedules of funding
progress on pages 4 through 11 and 51 through 55 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 Bastrop, Texas’ basic financial statements. The introductory section,
the combining and individual nonmajor fund financial statements and schedules, and the statistical
section are presented for purposes of additional analysis and are not a required part of the basic financial
statements.



The combining and individual nonmajor fund financial statements and schedules 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 and schedules 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 10, 2015, on our consideration of the City of Bastrop, Texas’ internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the City of
Bastrop, Texas’ internal control over financial reporting and compliance.

Pattllo Browm 4 HUL, L. X

Waco, Texas
February 10, 2015
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Management’s Discussion and Analysis

As management of the City of Bastrop, we offer readers of the City’s financial statements this narrative
overview and analysis of the financial activities of the City of Bastrop for the fiscal year ended
September 30, 2014. We encourage readers to consider the information presented here in conjunction
with additional information that we have furnished in our letter of transmittal, which can be found in the
introductory section of this report.

Financial Highlights

e The assets and deferred outflows of resources of the City of Bastrop exceeded its liabilities and
deferred inflows at the close of the most recent fiscal year by $42,864,849 (net position). Of this
amount, $22,279,859 (52.0%) is net investment in capital assets. The amount of net position
restricted for a specific purpose is $9,829,331 (22.9%). The remaining $10,755,659 (25.1%) is
unrestricted and may be used to meet the City’s ongoing obligations to citizens and creditors in
accordance with the City’s fund designations and fiscal policies. The City’s total net position
increased by $3,279,670 from fiscal year 2013.

e As of the close of the current fiscal year, the City of Bastrop’s governmental funds reported
combined ending fund balances of $15,602,135, an increase of $5,627,889 in comparison with
the prior year. Within this total, $9,793,592 (62.8%) is restricted by specific legal requirements,
$4,707,026 (30.2%) is unassigned fund balance, and $1,044,994 (6.7%) has been committed and
assigned to specific types of expenditures.

e The unassigned portion of the General Fund fund balance at the end of the year was $4,707,026.
This includes the 25% of the General Fund expenditures which is required to be held in General
Fund balance per the City Council approved Financial Management Policies. The remainder
represents funds that may be utilized for unforeseen needs or emergencies which City Council
allocates for a specific purpose.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Bastrop’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.

Government-Wide Financial Statements. The government-wide financial statements are designed to
provide readers with a broad overview of the City of Bastrop’s finances in a manner similar to private-
sector business. The statement of net position presents information on all of the City’s assets, liabilities
and deferred inflows/outflows of resources with the difference 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 net position combines and consolidates
governmental and business-type funds current financial resources (short-term spendable resources) with
capital assets and long-term obligations. In order to assess the overall health or financial condition of the
City, other non-financial factors should also be taken into consideration. These include changes in the
City’s property tax base and the condition of the City’s infrastructure (i.e., roads, drainage
improvements, storm and sewer lines, etc.).



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 and earned but unused vacation leave).

In the statement of net position and the statement of activities, the City is divided into three (3)
categories.

1) Governmental activities account for those activities supported by taxes and intergovernmental
revenues. Basic services are provided including police, fire, municipal court, public works,
library, parks, recreation, human resources, Information Technology, and finance.

2) Business-type activities are supported by user fees and charges. The City’s Water and
Wastewater system and electrical system are reported here.

3) The government-wide statements include not only the City but also a discrete component unit, the
Bastrop Economic Development Corporation (BEDC). Although legally separate, BEDC is
financially accountable to the City.

The government-wide financial statements can be found on pages 12 — 14 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City of Bastrop uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds utilized by state and local governments can be divided into three categories: governmental
funds, proprietary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund 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 of Bastrop maintains eighteen individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures and changes in fund balances for the general fund, the general debt service fund, and the
Series 2013 Combination Revenue/ Tax Bond fund which are considered to be major funds. Data from
the other governmental funds are combined into a single, aggregated presentation. Individual fund data
for each of these 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. A budgetary comparison schedule
has been provided in this report to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 15 — 20 of this report.

Proprietary Funds. Proprietary funds can be further classified into two different types of funds.
Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City of Bastrop uses enterprise funds to account for its
water/wastewater utility, electric utility, and non-major enterprise fund operations. Proprietary fund
financial statements provide the same type of information as the governmental fund financial statements,
only in more detail. The basic proprietary fund financial statements can be found on pages 21-23.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the City of Bastrop’s own programs.
The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on page 24 of this report.

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

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City of Bastrop’s General Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance with a comparative display of budget
to actual. This required supplementary information can be found on page 52 of this report. Required
supplementary information of pension and other post employee benefit funding progress are also
included on page 51.

Government-Wide Financial Analysis

At the end of fiscal year 2014, the City’s net position (assets and deferred outflows in excess of
liabilities and deferred inflows) totaled $42,864,849. This analysis focuses on the net position (Table 1)
and changes in net position (Table 2). The largest portion of the City’s net position, $22,279,859
(52.0%) reflects its investment in capital assets (land, buildings, infrastructure, machinery and
equipment, and construction in progress), less any related debt used to acquire those assets that is still
outstanding. The City uses these assets to provide services to its citizens; consequently, these assets are
not available for future spending. Although the city reports its capital assets net of related debt, 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. The second largest portion of the City’s net
position, $10,755,659 (25.1%) reflects the unrestricted net position which may be used to meet the
government’s ongoing obligations to citizens and creditors. An additional portion of the City’s net
position, $9,829,331 (22.9%) represents resources that are subject to external restrictions on how they
may be used.



As of September 30, 2014, the city has positive balances in all three categories of net position, both for
the government as a whole, as well as for its separate governmental and business-type activities. The
same situation held true for the prior fiscal year.

CITY OF BASTROP’S NET POSITION

Governmental Activities Business-type Activities Totals
2014 2013 2014 2013 2014 2013
Current and other assets $ 22,341,292 $ 12,771,521  $ 20,007,867 $ 9,566,170 $ 42349159 $ 22,337,691
Capital assets 32,157,910 30,993,344 26,089,848 22,771,482 58,247,758 53,764,826
Total assets 54,499,202 43,764,865 46,097,715 32,337,652 100,596,917 76,102,517
Current liabilities 1,836,300 1,104,685 1,800,340 999,649 3,636,640 2,104,334
Long-term liabilities 31,330,590 23,820,984 22,764,838 11,729,263 54,095,428 35,550,247
Total liabilities 33,166,890 24,925,669 24,565,178 12,728,912 57,732,068 37,654,581
Net position:
Net investment in
capital assets 9,963,117 11,429,157 12,316,742 11,738,002 22,279,859 23,167,159
Restricted 9,159,680 4,910,969 669,651 2,660,151 9,829,331 7,571,120
Unrestricted 2,209,515 2,499,070 8,546,144 5,210,587 10,755,659 7,709,657

Total net position  $ 21,332,312 $ 18,839,196 $ 21532537 $ 19,608,740 $ 42,864,849 $ 38,447,936

Governmental Activities: Governmental activities net position increased by $3,279,670, key elements
are provided in the next page in Table 2. Program and general revenues for FY2014 are recorded at
$16,285,037 in comparison to $14,032,713 in fiscal year 2013. As charges for services recognized a
reduction, due to the reclassification of the intergovernmental revenues as an offset to expense. Overall
however the City recognized an increase to revenue within in operating grants and contribution revenue.
Total expenses for Governmental activities for FY2014 were $14,857,144 in comparison to $14,115,560
in FY2013 recognizing a 5.2% increase.

Business-Type Activities: Revenues of the City’s business-type activities were $12,819,507 for the
fiscal year ended September 30, 2014. Revenues increased approximately $1,213,798 (10.5%) as

compared to the prior fiscal year. Expenses for the City’s business-type activities increased $493,718
(4.7%).



CITY OF BASTROP’S CHANGES IN NET POSITION

Revenues:
Program revenues:
Charges for services
Operating grants
and contributions
Capital contributions
General revenues:
Property taxes
Other taxes
Grants and contributions not
restricted to specific programs
Interest income
Other income
Total revenues

BExpenses:
General government
Public safety
Developmental services
Community services
Economical developmental services
Interest on long-term debt
Water/wastewater services
Bastrop Power & Light
Other non-major proprietary

Total expenses

Increases in net position
before transfers

Transfers

Change in net position
Net position, beginning
Prior period adjustment

Net position, ending

Governmental Activities Business-type Activities Totals
2014 2013 2014 2013 2014 2013
1,555,897 $ 2,932,363 $ 12,157,771 $ 11,495,199 $ 13,713668 $ 14,427,562
390,712 130,520 - - 390,712 130,520
2,988,454 408,312 600,000 - 3,588,454 408,312
4,619,684 4,294,978 - - 4,619,684 4,294,978
6,730,290 6,266,540 - - 6,730,290 6,266,540
- 205,651 - - - 205,651
18,787 20,427 9,064 11,910 27,851 32,337
64,532 116,766 52,672 98,600 117,204 215,366
16,368,356 14,375,557 12,819,507 11,605,709 29,187,863 25,981,266
2,028,943 3,023,066 - - 2,028,943 3,023,066
3,744,040 3,784,245 - - 3,744,040 3,784,245
794,283 678,314 - - 794,283 678,314
3,214,589 3,070,798 - - 3,214,589 3,070,798
4,055,935 2,878,768 - - 4,055,935 2,878,768
1,019,354 680,369 - - 1,019,354 680,369
- - 3,694,129 3,748,334 3,694,129 3,748,334
- - 6,673,346 6,188,383 6,673,346 6,188,383
- - 683,574 620,614 683,574 683,574
14,857,144 14,115,560 11,051,049 10,557,331 25,908,193 24,735,851
1,511,212 259,997 1,768,458 1,048,378 3,279,670 1,245,415
439,179 ( 2,469,672) ( 439,179) 2,469,672 - -
1,950,391  ( 2,209,675) 1,329,279 3,518,050 3,279,670 1,245,415
18,839,196 21,048,871 19,608,740 16,090,690 38,447,936 37,139,561
542,725 - 594,518 - 1,137,243 -
21,332,312 $ 18,839,196 $ 21532537 $ 19,608,740 $ 42,864,849 $ 38,384,976

Financial Analysis of the City’s Funds

The City uses fund accounting to ensure and demonstrate compliance. The analysis includes both

governmental funds and proprietary funds.

Governmental Funds. The focus of the City’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
City’s financing requirements. In particular, 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 general fund is the chief operating fund of the City of Bastrop. At the end of the current fiscal year,
the fund balance was $4,763,037. With the exception of a small amount of fund balance shown as non-
spendable, the fund balance essentially includes only unassigned funds of $4,707,026 and no funds were
committed or restricted for specific purposes. The general obligation debt service fund had an increase
of $20,172 in fund balance, therefore at the end of the fiscal year the fund balance was $727,494. These
funds are specifically restricted for the payment of debt service. The Hotel/Motel Tax fund balance for
the current year was $2,148,817. This fund recognized an increase from last year of $243,260 due to an
increase in receipt of taxes.

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

The net position of the water/wastewater fund at the end of the year amounted to $12,933,027. The net
position of the electric utility, Bastrop Power and Light fund at the end of the year amounted to
$7,020,606. Non-major enterprise funds amounted to $1,578,904. Total proprietary funds net position
for the year ended is $21,532,537.

General Fund Budgetary Highlights

“On Course” was the theme for the FY2014 budget and reflects the continuation of managing and
completing a variety of community issues, planning initiatives and projects. The City adopted a tax rate
of $0.5840 per $100 assessed valuation for FY2014. This represented no tax increase for the third year
in a row. The FY2014 General fund budgeted revenue of $8,749,520 represented a 3.57% increase over
the previous year’s budgeted amount. The FY2014 budget was amended through the year to increase
the adopted budget to $9,405,252. Taxes and penalties comprise the majority of the budgeted general
fund revenues, $6,219,020 (66.1%). Intergovernmental revenue contributed $1,555,060 (16.5%) and
transfers from other funds represent $661,500 (7%) of the total budgeted revenues for FY2014. All
three of these categories identify 89.7% of total budgeted revenues.

The adopted general fund expenditure budget of $9,175,520. Each year the City performs a mid-year
review of the budget. If the City Manager determines that funds are available certain amendments are
proposed to the City Council for their review and approval. Expenditures were amended throughout the
year with the majority occurring during mid-year reviews. These amendments increased general fund
appropriations by $655,732 (7.1%) to $9,831,252. The City approved many departmental budget capital
requests in FY2014 to include an administration vehicle for city hall ($22,000), a Laser fiche Document
Management System ($42,500), Three Police Vehicles ($115,000), PD In-Car Camera System
($61,000), Form Based Codes — Zoning Ordinance Project ($95,000), Parks Vehicle ($22,000), and
upgrade in the Lighting at the Library ($15,000).

Capital Assets and Debt Administration

Capital Assets. The City of Bastrop’s investment in total capital assets for its governmental and
business-type activities as of September 30, 2014 amounts to $58,247,758, (net of accumulated
depreciation). Investment in capital assets related to governmental activities $32,157,910 includes land,
buildings and improvements, infrastructure, machinery and equipment, and construction in progress.
The total increase in the City’s investment in capital assets for the current year was 8.33%.



CITY OF BASTROP’S CAPITAL ASSETS
(Net of Accumulated Depreciation)

Governmental Activities Business-type Activities Totals

2014 2013 2014 2013 2014 2013
Land $ 3976560 $ 3976560 $ 1,555,631 $ 1,502,517 $ 5532191 $ 5,479,077
Water rights - - 2,933,620 - 2,933,620
Construction in progress 557,049 59,038 884,212 782,500 1,441,261 841,538
Buildings and

improvements 13,064,686 12,926,001 477,386 477,386 13,542,072 13,403,387

Machinery and equipment 18,589,859 17,486,865 27,095,239 27,057,082 45,685,098 44,543,947
Infrastructure and system 4,944,282 4,459,011 2,547,232 1,684,081 7,491,514 6,143,092
Less: accumulated depreciation ( 8,974,526) ( 7,914,161) ( 9,403472) ( 8,732,074) ( 18,377,998) ( 16,646,235)
Total capital assets $ 32,157,910 $ 30,993,314 $ 26,089,848 $ 2771492 $ 58,247,758 $ 53,764,806

Additional information on the City of Bastrop’s capital assets can be found in Note 111 of the notes to the
financial statements.

Long-Term Debt. During FY2014, the City issued a Combination Tax and Limited Revenue
Certificates of Obligation, Series 2013 in the amount of $11,000,000 and an additional Combination Tax
and Revenue Certificates of Obligation, Series 2014 in the amount of $4,300,000. The series 2013 issue
proceeds from the sale of the Bonds provide for (1) constructing, improving, extending and/or
expanding City streets, including drainage, sidewalks, parking and right-of-ways; (2) constructing,
improving, extending and/or expanding the City’s water and wastewater system including an additional
water supply well and related pipeline and improvements for storm water drainage and detention and
related roadway improvements; (3) the payment of professional services in connection therewith
including legal, fiscal and engineering fees and the costs of issuing the certificates of obligation. The
series 2014 issue Proceeds from the sale of the Bonds provide for (1) constructing, improving, extending
and/or expanding the City’s water and wastewater system including equipment, vehicles, additional
water supply well and related pipeline and improvements for storm water drainage and detention and
related roadway improvements; (2) constructing improvements and upgrading the City’s electric system
including equipment and vehicles; and (3) the payment of professional services in connection therewith
including legal, fiscal and engineering fees and the costs of issuing the certificates of obligation.

CITY OF BASTROP’S OUTSTANDING DEBT AT YEAR-END
General Obligation Bonds, Certificates of Obligation, Revenue Bonds, and Other Long-term Payables

Governmental Activities Business-type Activities Totals
2014 2013 2014 2013 2014 2013

Ceneral obligation bonds $ 26,375,164 $ 20,162,045 $ 21,289,629 $ 10,980,983 $ 47,664,793 $ 31,143,028

Notes payable 960,513 570,384 600,000 52,497 1,560,513 622,881
Comensated absences 210,921 - 32,190 31,530 243111 31,530
Net OPEB obligation 3,783,992 2,913,159 843,019 664,253 4,627,011 3,577,412

Total $ 31,330,590 $ 23,645588 $ 22,764,838 $ 11,729,263 $ 54,095,428 $ 35,374,851

Additional information on the City of Bastrop’s long-term debt can be found in Note Il of the notes to
the financial statements.
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Economic Factors and Next Year’s Budgets and Rates

The City experiences steady commercial growth as it is identified within Bastrop County as the county
seat and its desirable location between Houston and Austin. Due to its healthy local economy, the city
has maintained a credit rating of AA- from Fitch Ratings at the last bond issue in October of 2014. The
annual operating budget for fiscal year 2015 reflects a variety of community issues, planning initiatives,
economic development opportunities, and projects. The City held four (4) budget and planning sessions
to provide an opportunity for the City Council to pass along their input and guidance in developing the
FY2015 budget. The City adopted a fiscally responsible balanced budget on September 23, 2014.

Total General Fund revenue for fiscal year 2015 is $9,380,370. The fiscal year 2015 General Fund’s
major revenue source of the City is Sales Tax at a budgeted $3,430,000. Ad Valorem Tax Revenue
(property taxes) is a close second with an annual budget of $2,779,920. The Sales Tax and Ad Valorem
Taxes comprise 66.2% of the revenues received by the General Fund for operations. The General Fund
(M&O) tax rate of $0.3598/$100 and the Debt Service Fund (I1&S) rate of $.2042/$100 combine to
establish the City’s overall property tax rate of $0.5640 per $100. The City’s property tax rate decreased
$0.02 cents in fiscal year 2015 from $0.584 to $0.564. The debt service payments for fiscal year 2015
are $1,610,570 ($0.2042/$100) or 36.2% of the overall tax rate necessary to generate funds to service the
bonded indebtedness of the City of Bastrop. Property taxes of $2,841,670 ($0.3598/$100) support the
General Fund operations of the city, which represents 63.8 percent of the revenue collected from
property taxes. General fund expenditures total $9,937,090 and includes the funding for operations in
addition to $556,670 one-time expenditures for various departments. Expenditures in fiscal year 2015
represent an increase of 8.2% over the budgeted total in fiscal year 2014. The fiscal year 2015 budget
will provide for the 25% required fund balance at year-end as required by the Financial Management
policies adopted by City Council.

Water Wastewater Fund operations for fiscal year 2015 has budgeted revenue of $4,050,240, whole
expenses are budgeted at $3,226,624. The difference will roll into net position. Revenues can be
identified into three categories: Water Sales $2,296,400 or 56.7% of the total revenue; Wastewater
Revenue $1,487,820 or 36.7% of the total revenue; and Other/Penalties/Interest Income $266,200, or
6.6% of the total revenue.

Electric Fund revenues consist of the sale of electricity to the City’s residential, commercial and
industrial customers, in addition to penalty and interest charges, electric sales based upon the current
rate structure, and miscellaneous charges for electric services. Total budgeted expenses for the Electric
Fund for the purchase of electricity and provision of electric services to the city’s residential,
commercial and industrial customers is $7,553,790.

The long range planning efforts will provide a road map for future revenues and expenditures, ensuring
progress toward important long-range goals of the community and maintain the quality of life Bastrop
residents have come to expect. The City is committed to the delivery of excellent service today and we
are prepared to effectively deliver the same service tomorrow.

Requests for Information

This financial report is designed to provide a general overview of the City of Bastrop’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 Department, P.O. Box 427, Bastrop, Texas 78602.
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ASSETS
Cash and investments
Taxes receivable, net
Accounts receivable
Due from component unit

Due from other governments

Inventories

Prepaid items

Notes receivable

Net pension asset

Capital assets, net:
Non-depreciable
Depreciable

Total assets

LIABILITIES
Accounts payable
Accrued liabilities
Due to primary government
Retainage payable
Customer deposits
Other liabilities
Noncurrent liabilities:
Due within one year

Due in more than one year

Total liabilites

NET POSITION

Net investment in capital assets

Restricted for:
Cemetery-expendable
Cemetery
Capital projects

Public improvement district

Public safety
Culture and recreation
Economic development
PEG channels
Debt service
Capital improvements
Unrestricted
Total net position

CITY OF BASTROP, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2014

Primary Government

Component Unit

Governmental Business-type
Activities Activities Total Bastrop EDC
$ 15,967,261 17,279,577 $ 33,246,838 $ 3,044,311
883,993 - 883,993 308,174
430,546 1,847,980 2,278,526 582
171,340 - 171,340 -
157,569 - 157,569 -
24,842 239,477 264,319 -
31,681 1,600 33,281 104
4,482,939 600,000 5,082,939 183,788
191,121 39,233 230,354 7,677
4,533,609 5,373,465 9,907,074 2,150,450
27,624,301 20,716,383 48,340,684 1,767,504
54,499,202 46,097,715 100,596,917 7,462,590
1,405,894 1,392,910 2,798,804 -
322,187 167,499 489,686 40,497
- - - 171,340
71,849 - 71,849 -
34,293 228,121 262,414 -
2,077 11,810 13,887 -
1,520,096 927,355 2,447,451 417,269
29,810,494 21,837,483 51,647,977 5,135,324
33,166,890 24,565,178 57,732,068 5,764,430
9,963,117 12,316,742 22,279,859 3,236,910
383,649 - 383,649 -
265,183 - 265,183 -
156,161 - 156,161 -
163,370 - 163,370 -
621,945 - 621,945 -
121,182 - 121,182 -
2,148,817 - 2,148,817 166,990
57,463 - 57,463 -
5,241,910 - 5,241,910 -
- 669,651 669,651 -
2,209,515 8,546,144 10,755,659  ( 1,705,740)
$ 21332312 $ 21532537 $ 42,864,849 $ 1,698,160

The accompanying notes are an integral part of these financial statements.
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CITY OF BASTROP, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Program Revenues

Operating Capital
Charges Grants and Grants and
Functions/Programs Expenses for Services Contributions ~ Contributions
Primary Government:
Governmental activities:
General government $ 2,028,943 $ 413,374 $ 363,863 $ -
Public safety 3,744,040 925,131 - -
Devlopmental services 794,283 - - -
Community services 3,214,589 86,472 26,849 50,370
Economic development services 4,055,935 130,920 - 2,938,084
Interest 1,019,354 - - -
Total governmental activities: 14,857,144 1,555,897 390,712 2,988,454
Business-type activities:
Water/wastewater 3,694,129 3,960,434 - 600,000
Bastrop power and light 6,673,346 7,304,225 - -
Non-major proproetary funds 683,574 893,112 - -
Total business-type activities 11,051,049 12,157,771 - 600,000
Total primary government $ 25908193 $ 13,713,668 $ 390,712 $ 3,588,454
Component Unit:
Bastrop Economic Development Corp. $ 4,580,401 $ - $ - $ 1,384,690
Total component unit $ 4,580,401 $ - $ - $ 1,384,690

General revenues:
Property taxes
Sales taxes
Hotel/motel taxes
Franchise taxes
Investment earnings
Miscellaneous
Transfers
Total general revenues and transfers

Change in net position
Net position - beginning
Prior period adjustment

Net position - ending

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue and Changes in Net Position

Primary Government

Component Unit

Governmental Business-type
Activities Activities
$( 1,251,706) $ -
( 2,818,909) -
( 794,283) -
( 3,050,898) -
( 986,931) -
( 1,019,354) -
( 9,922,081) -
- 866,305
- 630,879
- 209,538
- 1,706,722
( 9,922,081) 1,706,722
4,619,684 -
3,538,097 -
2,737,816 -
454,377 -
18,787 9,064
64,532 52,672
439,179 ( 439,179)
11,872,472 ( 377,443)
1,950,391 1,329,279
18,839,196 19,608,740
542,725 594,518
$ 21,332,312 $ 21,532,537

Bastrop
Total EDC
$( 1,251,706) -

( 2,818,909) -

( 794,283) -

( 3,050,898) -

( 986,931) -

( 1,019,354) -

( 9,922,081) -
866,305 -
630,879 -
209,538 -

1,706,722 -
( 8,215,359) -
3,195,711)
3,195,711)
4,619,684 -
3,538,097 1,772,063
2,737,816 -
454,377 -
27,851 3,733
117,204 93,475
11,495,029 1,869,271
3,279,670 1,326,440)
38,447,936 2,753,237
1,137,243 271,363
3 42,864,849 1,698,160
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CITY OF BASTROP, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

General Designated Debt Service
Fund Fund Fund
ASSETS
Cash and investments $ 4,362,960 $ 1,069,757 $ 738,343
Taxes receivable, net 744,772 - 137,430
Accounts receivable, net 176,199 5,623 -
Due from other funds 92,695 - -
Due from component unit 171,340 - -
Due from other governments - - -
Inventories 24,842 - -
Prepaids items 31,169 400 -
Notes receivable 373,011 - 4,109,928
Total assets $ 5,976,988 $ 1,075,780 $ 4,985,701
LIABILITIES
Accounts payable $ 434,384 $ 348,286 $ 1,613
Accrued liabilities 194,515 - -
Retainage payable - - -
Due to other funds - - -
Other current liabilities 2,077 - -
Customer deposits 5,200 - -
Total liabilities 636,176 348,286 1,613
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes 134,962 - 137,431
Unavailable revenue - court fines 69,802 - -
Unavailable revenue - notes receivable 373,011 - 4,109,928
Total deferred inflows of resources 577,775 - 4,247,359
FUND BALANCES
Nonspendable:
Inventories 24,842 - -
Prepaid items 31,169 400 -
Restricted for:
Cemetery - - -
Capital projects - 36,403 -
Public improvement district - - -
Public safety - 621,945 -
Culture and recreation - 11,283 -
Economic development - - -
PEG channels - 57,463 -
Debt service - - 736,729
Commited for:
Economic development - - -
Unassigned 4,707,026 - -
Total fund balances 4,763,037 727,494 736,729
Total liabilities, deferred inflows
of resources and fund balances $ 5,976,988 $ 1,075,780 $ 4,985,701

The accompanying notes are an integral part of these financial statements.
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Combination

Revenue/ Total Total
Hotel/Motel Tax Bond Nonmajor Governmental
Tax Fund Series 2013 Funds Funds
$ 2,146,926 $ 5,119,818 $ 2,529,457 $ 15,967,261
- - 1,791 883,993
232,773 15,000 951 430,546
- - - 92,695
- - - 171,340
- - 157,569 157,569
- - - 24,842
- - 112 31,681
- - - 4,482,939
$ 2,379,699 $ 5,134,818 $ 2,689,880 $ 22,242,866
$ 230,882 $ 296,484 $ 94,245 $ 1,405,894
- - 12,483 206,998
- 48,361 23,488 71,849
- - 92,695 92,695
- - - 2,077
- - 29,093 34,293
230,882 344,845 252,004 1,813,806
- - 1,791 274,184
- - - 69,802
- - - 4,482,939
- - 1,791 4,826,925
- - - 24,842
- - 112 31,681
- - 648,832 648,832
- 4,789,973 470,669 5,297,045
- - 161,579 161,579
- - - 621,945
- - 109,899 121,182
2,148,817 - - 2,148,817
- - - 57,463
- - - 736,729
- - 1,044,994 1,044,994
- - - 4,707,026
2,148,817 4,789,973 2,436,085 15,602,135
$ 2,379,699 $ 5,134,818 $ 2,689,880 $ 22,242,866
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CITY OF BASTROP, TEXAS

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

SEPTEMBER 30, 2014
Amounts reported for governmental activities in the statement of net position are different because:
Total fund balanaces - governmental funds $ 15,602,135

Capital assets used in governmenal activities are not current financial resources and,
therefore, are not reported in the funds. 32,157,910

The net pension asset is not an available resource and, therefore, is not reported in
the funds. 191,121

Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the funds. ( 31,445,779)

Uncollected property taxes and court fines are not available to pay for current period
expenditures and are reported as deferred inflows in the funds. 343,986

Long-term receivables related to economic development are not available to pay for
current period expenditures and therefore are not reported in the funds. 4,482,939

Net position of governmental activities $ 21,332,312

The accompanying notes are an integral part of these financial statements.
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CITY OF BASTROP, TEXAS

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

General Designated Debt Service
Fund Fund Fund
REVENUES
Property taxes $ 2,629,078 $ - $ 1,557,988
Sales taxes 3,538,097 - -
Hotel/motel taxes - - -
Franchise taxes 432,973 21,404 -
Licenses and permits 151,674 - -
Intergovernmental 363,613 - -
Charges for services 48,079 - -
Fines and forfeitures 219,071 925,131 -
Investments earnings 3,895 777 1,165
Contributions and donations 250 23,897 203,617
Miscellaneous 67,173 - -
Total revenues 7,453,903 971,209 1,762,770
EXPENDITURES
Current:
General government 1,498,735 - -
Public safety 2,736,933 687,096 -
Development services 670,992 - -
Community services 2,220,826 87,178 -
Economic development - - -
Debt service:
Principal 22,368 - 1,303,817
Interest and other - - 970,334
Capital outlay 813,925 108,531 -
Total expenditures 7,963,779 882,805 2,274,151
Excess (deficiency) of revenue
over expenditures ( 509,876) 88,404 ( 511,381)
OTHER FINANCING SOURCES (USES)
Transfers in 659,667 - 540,788
Transfers out - - -
Loan proceeds 475,000 - -
Issuance of bonds - - -
Premium from bond issuance - - -
Sale of general capital assets 19,615 - -
Total other financing sources (uses) 1,154,282 - 540,788
Net change in fund balance 644,406 88,404 29,407
Fund balance - beginning 3,575,906 639,090 707,322
Prior period adjustment 542,725 - -
Fund balance - ending $ 4,763,037 $ 727,494 $ 736,729

The accompanying notes are an integral part of these financial statements.
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Combination

Revenue/ Total Total
Hotel/Motel Tax Bond Nonmajor Governmental
Tax Fund Series 2013 Funds Funds

$ - $ - $ 349,671 $ 4,536,737
- - - 3,538,097
2,737,816 - - 2,737,816

- - - 454,377

- - 2,167 153,841

- - 167,569 531,182

- - 215,225 263,304

- - - 1,144,202

1,433 5,843 5,675 18,788

- - 53,322 281,086

- - 112 67,285
2,739,249 5,843 793,741 13,726,715

- - - 1,498,735

- - - 3,424,029

- - - 670,992

- - 62,340 2,370,344
1,309,419 1,238,204 1,287,460 3,835,083

- - - 1,326,185

- 151,897 582 1,122,813

- 1,345,754 36,214 2,304,424
1,309,419 2,735,855 1,386,596 16,552,605
1,429,830 ( 2,730,012) ( 592,855) ( 2,825,890)

- - 1,186,570 2,387,025
(1,186,570) - ( 761,276) ( 1,947,846)
- - - 475,000

- 7,392,000 - 7,392,000

- 127,985 - 127,985

- - - 19,615
(1,186,570) 7,519,985 425,294 8,453,779
243,260 4,789,973 ( 167,561) 5,627,889
1,905,557 - 2,603,646 9,431,521

- - - 542,725

$ 2,148,817 $ 4,789,973 $ 2,436,085 $ 15,602,135
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CITY OF BASTROP, TEXAS

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

FOR THE YEAR ENDED SEPTEMBER 30, 2014

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

Net change in fund balances - total governmental funds: $ 5,627,889

Government funds report capital outlays as expenditures. However, in the statement of
activities, the cost of these assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which capital outlays exceeded
depreciation expense in the current period. 1,058,271

The net effect of various miscellaneous transactions involving capital assets (i.e., sales,
trade-ins, and donations) is to increast net position. 106,326

The issuance of long-term debt (e.g., bonds, leases) provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt consumes
the current financial resources of governmental funds. Neither transaction, however, has
any effect on net position. Also, governmental funds report the effect premiums,
discounts, and similar items when debt is first issued, whereas these amounts are deferred
and amortized in the statement of activities. This amount is the net effect of these
differences in the treatment of long-term debt and related items. ( 6,603,248)

Net pension asset is a long-term asset and is not reported in the fund financial statements.
The net effect of the current year's change in net pension asset. 7,578

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

funds. ( 868,451)
Revenues from property taxes, court fines and notes receivable are not available to pay

for current period expenditures, and therefore, are not reported in the funds. 2,622,026
Change in net position - statement of activities $ 1,950,391

The accompanying notes are an integral part of these financial statements.
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CITY OF BASTROP, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS

FOR YEAR ENDED SEPTEMBER 30, 2014

Business-Type Activies

Water/ Bastrop Power Total Total
Wasterwater & Light Non-major Proprietary
Fund Fund Enterprise Funds Funds
ASSETS
Current assets:
Cash and cash equivalents $ 10,469,259 5227474 $ 1582844 $ 17,279,577
Accounts receivable, net 549,068 1,258,056 40,856 1,847,980
Inventories 85,603 153,874 - 239,477
Prepaid items 7 1,593 - 1,600
Total current assets 11,103,937 6,640,997 1,623,700 19,368,634
Noncurrent assets:
Note receivable 600,000 - - 600,000
Net pension asset 20,938 18,295 - 39,233
Capital assets, net:
Non-depreciable 5,075,970 297,495 - 5,373,465
Depreciable 17,042,711 3,673,672 - 20,716,383
Total noncurrent assets 22,739,619 3,989,462 - 26,729,081
Total assets 33,843,556 10,630,459 1,623,700 46,097,715
LIABILITIES
Current liabilities:
Accounts payable 496,917 851,197 44,796 1,392,910
Accrued liabilities 128,542 38,957 - 167,499
Customer deposits 59,967 168,154 - 228,121
Other current liabilities 160 11,650 - 11,810
Compensated absences 3,041 3,397 - 6,438
Bonds and notes payable 834,692 86,225 - 920,917
Total current liabilities 1,523,319 1,159,580 44,796 2,727,695
Noncurrent liabilites:
Bonds payable 18,901,595 2,067,117 - 20,968,712
Net OPEB obligation 473,453 369,566 - 843,019
Compensated absences 12,162 13,590 - 25,752
Total noncurrent liabilities 19,387,210 2,450,273 - 21,837,483
Total liabilites 20,910,529 3,609,853 44,796 24,565,178
NET POSITION
Net investment in capital assets 9,732,653 2,584,089 - 12,316,742
Restricted for:
Capital improvements - - 669,651 669,651
Unrestricted 3,200,374 4,436,517 909,253 8,546,144
Total net position $ 12,933,027 7,020,606 $ 1578904 $ 21,532,537

The accompanying notes are an integral part of these financial statements.
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Operating revenues:
Charges for services

Miscellaneous

Total operating revenues

Operating expenses:
Personnel services
Supplies and maintenance
Services and other

Deprecation

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses):
Investment earnings
Interest expense

Total nonoperating revenues (expenses)

Income before capital contributions
and transfers

Capital contributions

Transfers in
Transfers out

Change in net position

Net position- beginning
Prior period adjustment
Net position- ending

CITY OF BASTROP

PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2014

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Business-Type Activities

Water/ Bastrop Power Total Total
Wastewater & Light Non-major Proprietary
Fund Fund Enterprise Funds Funds

$ 3960434 $ 7304225 §$ 893,112 $ 12,157,771

6,598 46,074 - 52,672
3,967,032 7,350,299 893,112 12,210,443
806,441 637,316 - 1,443,757
1,507,283 431,368 262,175 2,200,826
155,875 5,411,693 421,399 5,988,967
549,232 122,155 - 671,387
3,018,831 6,602,532 683,574 10,304,937
948,201 747,767 209,538 1,905,506
4,085 3,616 1,363 9,064

(_ 675,298) ( 70,814) - (  746,112)
( 671,213) ( 67,198) 1,363 ( 737,048)
276,988 680,569 210,901 1,168,458
600,000 - - 600,000
378,655 13,518 171,684 563,857

( 171,684) ( 613,500) (  217,852) ( 1,003,036)
1,083,959 80,587 164,733 1,329,279
11,647,417 6,547,152 1,414,171 19,608,740
201,651 392,867 - 594,518

$ 12,933,027 $ 7,020606 $ 1578904 $ 21,532,537

The accompanying notes are an integral part of these financial statements.
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PROPRIETARY FUNDS

CITY OF BASTROP, TEXAS
STATEMENT OF CASH FLOWS

FOR THE YEAR END SEPTEMBER 30, 2014

Business-Type Activities

Water/ Bastrop Power Total Total
Wastewater & Light Non-major Proprietary
Fund Fund Enterprise Funds Funds

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 3,963,286 $ 7,204,011 $ 891,183 $ 12,058,480
Payments to suppliers and service providers ( 1,581,904) ( 5,746,743) ( 677,705) ( 8,006,352)
Payments to employees for salaries and benefits (  647,565) ( 545,187) - ( 1,192,752)
Net cash provided by operating activities 1,733,817 912,081 213,478 2,859,376
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Transfers in from other funds 378,655 13,518 171,684 563,857
Transfers out to other funds ( 171,684) ( 613,500) ( 217,852) ( 1,003,036)
Net cash provided (used) by noncapital
noncapital financing activities 206,971 ( 599,982) ( 46,168) ( 439,179)
CASH FLOWS FROM CAP I IAL AND RELAIED
FINANCING ACTIVITIES
Acquisition and construction of capital assets ( 3,318,651) ( 66,896) - ( 3,385,547)
Proceeds from issuance of long-term debt 10,387,377 1,037,370 - 11,424,747
Payments on long-term debt ( 520,160) ( 48,438) - ( 568,598)
Interest paid on capital debt ( 675298) ( 70,814) - ( 746,112)
Net cash provided by capital and
related financing activities 5,873,268 851,222 - 6,724,490
CASH FLOWS FROM INVESTING ACTIVITIES -
Interest on investments 4,085 3,616 1,363 9,064
Net cash provided by investing activities 4,085 3,616 1,363 9,064
Net increase (decrease) in cash and cash equivalents 7,818,141 1,166,937 168,673 9,153,751
Cash and cash equivalents- beginning 2,651,118 4,060,537 1,414,171 8,125,826

Cash and cash equivalents- ending

$ 10,469,259 $ 5,227,474

1,582,844 $ 17,279,577

Reconciliation of operating income (loss) to net
cash provided by operating activities:

Operating income (loss) 948,201 747,767 209,538 1,905,506
Adjustments to reconcile operating income (loss) to
net cash provided by operating activities:
Depreciation 549,232 122,155 - 671,387
(Increase) decrease in accounts receivable ( 3,936) ( 148,857) ( 1,929) ( 154,722)
(Increase) decrease in inventories 59,745 ( 4,256) - 55,489
(Increase) decrease in prepaid items ( 7) 124 - 117
(Increase) decrease in net pension asset 5,228 461 - 5,689
Increase (decrease) in accounts payable 21,516 102,789 5,869 130,174
Increase (decrease) in accrued liabilities 55,932 7,619 - 63,551
Increase (decrease) in customer deposits 190 2,569 - 2,759
Increase (decrease) in OPEB obligation 95,404 83,362 - 178,766
Increase (decrease) in compensated absences 2,312 ( 1,652) - 660
Net cash provided by operating activities $ 1733817 $ 912,081 $ 213,478 $ 2,859,376

The accompanying notes are an integral part of these financial statements.
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CITY OF BASTROP
STATEMENT OF NET POSITION
FIDUCIARY FUNDS

SEPTEMBER 30, 2014

Agency Fund
ASSETS
Cash and investments $ 257,927
Total assets $ 257,927
LIABILITES
Due to others $ 257,927
Total liabilities $ 257,927

The accompanying notes are an integral part of these financial statements.
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CITY OF BASTROP, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the primary
government and its component units. All fiduciary activities are reported only in the fund
financial statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenue, are reported separately from business-type activities, which rely
to a significant extent on fees and charges for support. Likewise, the primary government is
reported in separately from certain legally separate component units for which the primary
government is financially accountable.

. Reporting Entity

The City of Bastrop, Texas (the City) was incorporated under the provisions of the State of
Texas. The City operates as a Council-Manager government. With few exceptions, all powers
of the city are vested in an elective Council, which enacts legislation, adopts budgets,
determines policies, and appoints the City Attorney and the Municipal Court Judge. The
Council also appoints the City Manager, who executes the laws and administers the
government of the City. The City provides the following services to its citizens: public safety,
street maintenance, sanitation services, recreation programs, municipal court, community
development, public improvements, water, sewer and electrical services, and general
administrative services.

The accompanying financial statements present the City and its component units, entities for
which the City is considered to be financially accountable. Blended component units are, in
substance, part of the primary government’s operations, even though they are legally separate
entities. Thus, blended component units are appropriately presented as funds of the primary
government. Each discretely presented component unit is reported in a separate column in
the government-wide financial statements to emphasize that it is legally separate from the
government.

Blended component unit. The Hunters Crossing Local Government Corporation (hereafter
“the corporation”) was established to administer the service plan of the Hunters Crossing
Public Improvement District (hereafter “the PID’). The PID was established on September
11, 2001 by resolution of the Bastrop City Council. That resolution was later amended on
November 11, 2003. The purpose for creation of the PID was to provide for the construction
of certain public improvements and a mechanism for the payment of the costs of such
construction and the costs of such improvements through the levy of assessments against
owners of respective parcels in the PID. The assessment and bond issuance authorizations are
approved by the City’s Council and the City is legally obligated to provide resources in case
there are deficiencies in debt service payments and resources are not available from any other
remedies. The entity is reported as a blended component unit of the City. Separate financial
statements for Hunter’s Crossing Local Government Corporation can be obtained from the
City of Bastrop Finance Department.
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Discretely presented component unit. The Bastrop Economic Development Corporation
(hereafter “Bastrop EDC”) was established in 1995, after the citizens of Bastrop voted to
pass a one-half cent sales tax dedicated to economic development. Bastrop’s EDC’s primary
purpose is to assist in bringing meaningful and rewarding employment opportunities to
citizens in the area through funding assistance provided to businesses to relocate or expand in
Bastrop. A separate governing board oversees Bastrop EDC, which is appointed by the
Bastrop City Council, and consists of individuals from the community and related
governmental entities in the area. City of Bastrop employees also manage the operations of
Bastrop EDC. Bastrop EDC has been reported as a discreetly presented component unit
because the governing board is not identical to the governing body of the City and Bastrop
EDC does not solely serve the City of Bastrop. Bastrop EDC does not issue separate financial
statements.

. Basis of Presentation - Government-wide Financial Statements

While separate government-wide and fund financial statements are presented, they are
interrelated. The governmental activities column incorporates data from governmental funds,
while the business-type activities column incorporates data from the City’s enterprise funds.
Separate financial states are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements.

As discussed earlier, the City has a discretely presented component unit. Bastrop EDC is
shown in a separate column in the government-wide financial statements.

As a general rule, the effect of interfund activity has been eliminated from the government-
wide financial statements; however interfund services that are provided and used are not
eliminated. Elimination of these charges would distort the direct costs and program revenues
for the various functions concerned.

. Basis of Presentation — Fund Financial Statements

The fund financial statements provide information about the City’s funds, including its
fiduciary fund and blended component unit. Separate financial statements for each fund
category — governmental, proprietary and fiduciary — are presented. The emphasis of fund
financial statements is on major governmental and enterprise funds, each displayed in a
separate column. All remaining governmental and enterprise funds are aggregated and
reported as nonmajor funds. Major individual governmental and enterprise funds are
reported as separate columns in the fund financial statements.

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It is utilized to account for
all financial resources, except those required to be accounted for in other funds.

The Designated Fund is used to account for the receipt and expenditure of funds
restricted for a particular purpose by an outside entity.

The Debt Service Fund is used to account for the accumulation of resources for,
and the payment of, general long-term debt principal and interest, and related
costs.
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The Hotel/Motel Fund is used to account for the receipt and expenditure of funds
received by the City from the assessment of hotel and motel occupancy tax.

The Combination Revenue/Tax Bond Series 2013 Fund is used to account for
the acquisition and construction of major improvement projects of the City which
have been financed through issuance of long-term debt or other sources that are
restricted or committed for the respective project.

The City reports the following major enterprise funds:

The Water/Wastewater Fund is utilized to account for the financial activities
related to the provision of water and wastewater services to residents of the
government.

The Bastrop Power & Light Fund is utilized to account for the financial activities
related to the provision of electricity services to residents of the government.

Additionally, the City reports the following fund type:

The Agency Fund accounts for the receipt, temporary investment, and remittance
of funds held in a fiduciary capacity for others.

During the course of operations the City has activity between funds for various purposes.
Any residual balances outstanding at year end are reported as due from/to other funds or
advances to/from other funds. While these balances are reported in fund financial statements,
certain eliminations are made in the preparation of the government-wide financial statements.
Balances between the funds included in governmental activities are eliminated so that only
the net amount is included as internal balances in the governmental activities column.
Similarly, balances between the funds included in business-type activities (i.e., the enterprise
funds) are eliminated so that only the net amount is include as internal balances in the
business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between
funds. In fund financial statements these amounts are reported as gross amounts as transfers
infout. While reported in fund financial statements, certain eliminations are made in the
preparation of the government-wide financial statements. Transfers between the funds
included in governmental activities are eliminated so that only the net amount is included in
the governmental activities column. Similarly, balances between the funds included in
business-type activities are eliminated so that only the net amount is included as transfers in
the business-type activities column.

. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable
measurement focus and basis of accounting Measurement focus indicates the type of
resources being measured such as current financial resources or economic resources. The
basis of accounting indicates the timing of transactions or events for recognition in the
financial statements.
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The government-wide financials statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized when
earned and expenses are recorded when a liability is incurred, regardless of the time of
related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the City considers revenues to be available
if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures, as well as expenditures related to compensated absences, and
claims and judgments, are recorded only when payment is due. General capital asset
acquisitions are reported as expenditures in governmental funds. Issuance of long-term debt
and acquisitions under capital leases are reported as other financing sources.

Property taxes, sales taxes, franchise taxes, licenses, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. Entitlements are recorded as revenues when all
eligibility requirements have been met, including any time requirements, and the amount is
received during the period or within the availability period for this revenue source (within 60
days of year end). Expenditure-driven grants are recognized as revenue when the qualifying
expenditures have been incurred and all other eligibility requirements have been met, and the
amount is received during the period or within the availability period for this revenue source
(within 60 days of year end). All other revenue items are considered to be measurable and
available only when cash is received by the government.

Proprietary funds are reported using the economic resources measurement focus and the
accrual basis of accounting. The agency fund has not measurement focus but utilizes the
accrual basis of accounting for reporting its assets and liabilities.

. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position/Fund
Balance

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.
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Investments

Investments for the government are reported as fair value (generally based on quoted market
prices) except for position in local government investment pools when applicable. In
accordance with state law, local government investment pools operate in conformity with all of
the requirements of the Securities and Exchange Commission’s (SEC) Rule 2a7 as
promulgated under the Investment Company Act of 1940, as amended. Accordingly, the pools
qualify as 2a7-like pools and are reported at the net asset value per share (with approximates
fair value) even though it is calculated using the amortized cost method. The pools are subject
to regulatory oversight by the State Treasurer, although it is not registered with the SEC.

Inventories and prepaid items

Inventories are valued at cost using the first-inffirst-out (FIFO) method and consist of
expendable supplies and utility operations minor equipment and repair parts. The cost of such
inventories is recorded as expenditures/expenses 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 the government-wide and fund financial statements. The cost
of prepaid items is recorded as expenditures/expenses when consumed rather than when
purchased.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets (e.g. roads,
bridges, sidewalks, and utility systems), are reported in the applicable governmental or
business-type activities column in the government-wide financial statements. Capital assets are
defined by the City as assets with an initial, individual cost of more than $5,000 and an
estimated useful life of more than one year.

As the City constructs or acquires additional capital assets each period, including infrastructure
assets, they are capitalized and reported at historical cost. The reported value excludes normal
maintenance and repairs which are essentially amounts spent in relation to capital assets that do
not increase the capacity or efficiency of the item or increase its estimated useful life. Donated
capital assets are recorded at their estimated fair value at the date of donation.

Land, water rights, and construction in progress are not depreciated. The other property, plant,
equipment, and infrastructure of the primary government are depreciated using the straight line
method over the following estimated useful lives:

Assets Years
Buildings 20-30
Machinery and equipment 5-20
Vehicles 5-10
Improvements 10-20
Infrastructure 50
Water distribution 50
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Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a
future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The City currently does not have any financial transactions
that qualify for reporting in this category. In addition to liabilities, the statement of financial
position will sometimes report a separate section for deferred inflows of resources. This
separate financial statement element, deferred inflows of resources, represents an acquisition
of net position that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time.

The City currently has only one type of item, which arises only under a modified accrual
basis of accounting that qualifies for reporting in this category. Accordingly, the item,
unavailable revenue, is reported only in the governmental funds balance sheet. The
governmental funds report unavailable revenues from three sources: property taxes, court
fines and fees, and notes receivable. These amounts are deferred and recognized as an inflow
of resources in the period that the amounts become available.

Net Position Assumption

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g.,
restricted bond or grand proceeds) and unrestricted resources. In order to calculate the amounts
to report as restricted — net position and unrestricted — net position in the government-wide and
proprietary fund financial statements, a flow assumption must be made about the order in
which the resources are considered to be applied. It is the City’s policy to consider restricted —
net position to have been depleted before unrestricted — net position is applied.

Fund Balance Flow Assumptions

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g.,
restricted bond or grand proceeds) and unrestricted resources (the total of committed,
assigned, and unassigned fund balance). In order to calculate the amounts to report as
restricted, committed, assigned, and unassigned fund balance in the governmental fund
financial statements as flow assumption must be made about the order in which the resources
are considered to be applied. It is the City’s policy to consider restricted fund balance to have
been depleted before using any of the components of unrestricted fund balance. Further,
when the components of unrestricted fund balance can be used for the same purpose, the City
considers amounts to have been spent first out of committed funds, then assigned funds, and
finally unassigned fund balance.
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Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature of
any limitations requiring the use of resources for specific purposes. The City itself can establish
limitations on the use of resources through either a commitment (committed fund balance) or
an assignment (assigned fund balance). The committed fund balance classification includes
amounts that can be used only for specific purposes determined by a formal action of the City’s
highest level of decision-making authority. The City Council is the highest level of decision-
making authority for the City that can, by adoption of an ordinance prior to the end of the fiscal
year, commit fund balance. Once adopted, the limitation imposed by the ordinance remains in
place until a similar action is taken (the adoption of another ordinance) to remove or revise the
limitation. Amounts in the assigned fund balance classification are intended to be used by the
City for specific purposes but do not meet the criteria to be classified as committed. The
Council has be ordinance authorized the City Manager to assign fund balance. The City
Council may also assign fund balance as it does when appropriating fund balance to cover a
gap between estimated revenue and appropriations in the subsequent year’s appropriated
budget. Unlike commitments, assignments generally only exist temporarily. In other words, an
additional action does not normally have to be taken for the removal of an assignment.
Conversely, as discussed above, an additional action is essential to either remove or revise a
commitment.

. Revenues and Expenditures/Expenses

Program Revenues

Amounts reported as program revenues include 1) charges to customers or applicants who
purchase, use or directly benefit from goods services, or privileges provided by a given
function or segment and 2) grans and contributions (including special assessments) that are
restricted to meeting the operational or capital requirements of a particular function or segment.
All taxes, including those dedicated for specific purposes, and other internally dedicated
resources are reported as general revenues rather than as program revenues.

Property Taxes

The City levies its taxes on October 1 in conformity with Subtitle E, Texas Property Tax
Code. Taxes are due upon receipt of the tax bill and are past due and subject to interest if not
paid by February 1 of the year following the October 1 levy date. The assessed value of the
property tax roll of January 1, 2013, upon which the levy for the current fiscal year was
based, was $670,734,751. Taxes are delinquent if not paid by February 1% of the following
calendar year. Delinquent taxes are subject to both penalty and interest charges plus 15%
delinquent collection fees for attorney costs.

The tax rates assessed for the current fiscal year, to finance general fund and debt service
fund operations were $.3638 and $.2202, respectively, for a total tax rate of $.5840 per $100
valuation. The total tax levy for the general fund and debt service fund for the current fiscal
year was $4,194,870.
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Compensated Absences

Vacation. The City’s policy permits employees to accumulate earned but unused vacation
benefits, which are eligible for payment upon separation from government service. The
liability for such leave is reported as incurred in the government-wide and proprietary fund
financial statements. A liability for those amounts is recorded in the governmental funds
only if the liability has matured as a result of employee resignations or retirements.

Sick Leave. Accumulated sick leave lapses when employees leave the employment of the
government and, upon separation from service, no money obligation exists.

Proprietary Funds Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the Water/Wastewater and Bastrop Power and Light funds are
charges to customers for sales and services. The Water/Wastewater Fund also recognizes as
operating revenue the portion of tap fees intended to recover the cost of connecting new
customers to the system. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

Use of Estimates

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

Prior Period Adjustments

During the current fiscal year it was determined that unbilled utility revenue was not recorded
in the Water/Wastewater and Bastrop Power and Light Funds. As a result beginning net
position was restated for $201,651 and $392,867, respectively.

Additionally, during the current fiscal year it was determined that sales tax revenue earned as
of year-end was not recorded in the General Fund and Bastrop Economic Development
Corporation, a discretely presented component unit. As a result beginning fund balance/net
position was restated for $542,725 and $271,363, respectively.

1. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of Certain Differences between the Governmental Fund Balance Sheet and
the Government-wide Statement of Net Position

The governmental fund balance sheet includes a reconciliation between fund balance — total
governmental funds and net position — governmental activities as reported in the government-
wide statement of net position. Items shown in summary form on that reconciliation are
provided in detail below.
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One element of the reconciliation explains that “long-term liabilities, including bonds
payable, are not due and payable in the current period and therefore are not reported in the
funds.” The details of this amount are as follows:

Bonds payable $ 25,920,329
Bond issuance premium 454,834
Notes payable 960,514
Compensated absences 210,921
Other postemployment benefit obligations 3,783,992
Accrued interest payable 115,189

Net adjustment to reduce fund balance - total
governmental funds to arrive at net position -
governmental activities $ 31,445,779

B. Explanation of Certain Differences between the Governmental Fund Statement of
Revenues, Expenditures and Changes in Fund Balances and the Government-wide
Statement of Activities

The governmental fund statement of revenue, expenditures and changes in fund balances
includes a reconciliation between net changes in fund balances — total governmental fund
and changes in net position of governmental activities as reported in the government-wide
statement of activities. One element of that reconciliation explains, “Governmental funds
report capital outlays as expenditures. However, in the statement of activities the cost of
those assets is allocated over their estimated useful lives and reported as depreciation
expense.” The details of this $1,058,271 difference are as follows:

Capital outlay 2,304,424
Depreciation expense ( 1,246,153)

Net adjustment to increase net changes in fund balances -
total governmental funds to arrive at changes in net
position of governmental activities $ 1,058,271

Another element of that reconciliation states, “The net effect of various miscellaneous
transactions involving capital assets (i.e., sales, trade-ins, and donations) is to increase net
position.” The details of this $106,326 difference are as follows:

Transfer of capital assets from business-type activities $ 106,326

Net adjustment to increase net changes in fund balances -
total governmental funds to arrive at changes in net
position of governmental activities $ 106,326
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Another element of that reconciliation states, “The issuance of long-term debt (e.g., bonds)
provides current financial resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net position. Also, governmental funds report
the premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities.” The details of this $6,603,248
difference are as follows:

Debt issued or incurred:

Loan $(  475,000)

Bonds ( 7,392,000)

Premium on bonds ( 127,985)
Principal repayments on long-term debt 1,351,186
Amortization of bond premium 40,551

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in net
position of governmental activities $( 6,603,248)

Another element of that reconciliation states, “Some expenses reported in the statement of
activities do not require the use of current financial resources and therefore are not reported as
expenditures in governmental funds.” The details of this $868,451 difference are as follows:

Compensated absences $( 35,525)
Net other postemployment benefits obligation ( 870,833)
Change in interst accrual on long-term debt 37,907

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in net
position of governmental activities $( 868,451)

I11.  DETAILED NOTES ON ALL ACTIVITIES AND FUNDS

A. Deposits and Investments

The funds of the City must be deposited and invested under the terms of a contract, contents
of which are set out in the Depository Contract Law. The depository bank placed approved
pledged securities for safekeeping and trust with the City’s agent bank in an amount
sufficient to protect government funds on a day-to-day basis during the period of the
contract. The pledge of approved securities is waived only to the extent of the depository
bank’s dollar amount of Federal Deposit Insurance Corporation (“FDIC”) insurance.
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The Public Funds Investment Act (Government Code Chapter 2256) contains specific
provisions in the areas of investment practices, management reports and establishment of
appropriate policies. Among other things, it requires the City of adopt, implement, and
publicize an investment policy. That policy must address the following areas (1) safety of
principal and liquidity, (2) portfolio diversification, 3) allowable investments, (4) acceptable
risk levels, (5) expected rates or return, (6) maximum allowable stated maturity of portfolio
investments, (7) maximum average dollar-weighted maturity allowed based on the stated
maturity date for the portfolio, (8) investment staff quality and capabilities, (9) and bid
solicitation preferences for certificates of deposit. Statutes authorize the City to invest in (1)
obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2) certificates
of deposit, (3) certain municipal securities, 94) money market savings accounts, (5)
repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9)
guaranteed investment contracts, (10) and common trust funds. The Act also requires the
city to have independent auditors perform test procedures related to investment practices as
provided by the Act. The City is in substantial compliance with the requirements of the Act
and with local policies.

As of September 30, 2014, the City had the following investments:

Fair Weighted Average
Description Value Maturity (Days) Rating
TexPool $ 34,089,965 48 AAAmM
Total investments $ 34,089,965

In compliance with the Public Funds Investments Act, the City has adopted a deposit and
investment policy. That policy addresses the following risks.

Custodial Credit Risk: Deposits: This is the risk that, in the event of bank failure, the City’s
deposits may not be returned to it. The City was not exposed to custodial credit risk since its
deposits at year-end and during the year ended September 30, 2014 were covered by
depository insurance or by pledged collateral held by the City’s agent bank in the City’s
name.

Custodial Credit Risk: Investments: This is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. Investments are subject to custodial
credit risk only if they are evidenced by securities that exist in physical or book entry form.
Thus positions in external investment pools are not subject to custodial credit risk because
they are not evidenced by securities that exist in physical or book entry form.

Credit Risk: Safety of principal is the primary objective of the City’s investment policy. To
address this objective the City tries to mitigate credit risk (or default risk) by limiting its
investments to only those investments that have been issued one of the top ratings by a
nationally recognized credit rating agency. As of September 30, 2013, the City’s investment
in TexPool and TexStar were rated AAAmM by Standard & Poor’s and the U. S. Government
Securities were rated AAA by Moody.
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Concentration of Credit Risk: There is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The minimize credit risk, investment policies of
the city’s investment pools allow the portfolio’s investment manager to only invest in
obligations of the U.S. Government, its agencies; purchase agreements; and no-loan AAAmM
money market mutual funds registered with the SEC.

Receivables

Amounts are aggregated into a single accounts receivable (net of allowance for uncollectibles)
line for certain funds and aggregated columns. Below is a detail of receivable for the major and
nonmajor funds of the governmental funds of the City, including the applicable allowances for
uncollectible accounts.

Combination ~ Nonmajor Total
General Designated Debt Service Hotel/Motel Revenue/Tax Governmental Governmental
Fund Fund Fund Tax Fund Bond 2013 Funds Funds
Receivables:
Property taxes $ 142065 $ - $ 144663 $ - $ - $ 1885 $ 288,613
Sales tax 609,810 - - - - - 609,810
Franchise taxes 63,181 - - - - - 63,181
Hotel/Motel taxes - - - 232,773 - - 232,773
Accounts receivabl 43,216 5,623 - - 15,000 951 64,790
Court fines 698,018 - - - - - 698,018
Gross receivables 1,556,290 5,623 144,663 232,773 15,000 2,836 1,957,185
Less: allowance for
uncollectibles ( 635319) - ( 7,233) - - ( 94) (  642,646)

Net receivables $ 920971 $ 5623 $ 137430 $ 232773 $ 15,000 $ 2,742 $ 1314539

Revenues of the Water/Wastewater and Bastrop Power and Light Funds, enterprise funds, are
reported net of uncollectible amounts. The uncollectible amounts related to the
Water/Wastewater and Bastrop Power and Light Funds are $5,065 and $19,921, respectively.
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C. Capital Assets

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

Beginning Transfers/ Ending
Balance Additions  Retirements  Adjustments Balance
Governmental activities:

Capital assets, not

being depreciated:

Land $ 3976560 $ - $ - $ - $ 3,976,560
Construction in progress 59,038 521,402 ( 237391) - 557,049

Total assets not being depreciatec 4,035,598 521402 ( 23391) - 4,533,609
Capital assets, being depreciated:

Buildings and improvements 12,926,001 - - 138,685 13,064,686

Machinery, equipment, vehicles 4,459,011 1321139 ( 223,926) 5,781 5,562,005

Infrastructure 17,486,865 508,662 (  23,391) - 17,972,136
Total capital assets

being depreciated 34871877 1,829,801 ( 247317) 144,466 36,598,827
Less accumulated depreciation:

Buildings and improvements ( 2537470) ( 307,277) - ( 38,138) ( 2,882,885)

Machinery, equipment, vehicles (  2,901,609) ( 447,190) 223,926 - ( 3,124.873)

Infrastructure ( 2475082) ( 491,686) - - ( 2,966,768)
Total accumulated depreciation ~ (_ 7,914,161)  (1,246,153) 223926 ( 38138) ( 8974,526)
Total capital assets being

depreciated, net 26,957,716 583,648 ( 23391) 106,328 27,624,301
Governmental activities

capital assets, net $ 30993314 $ 1105050 $( 46,782) $ 106,328 $ 32,157,910

Depreciation expense was charged to the functions/programs of the governmental activities of
the primary government as follows:

Governmental activities:

General government $ 275,917
Public safety 158,519
Dewvelopment services 7,630
Community services 585,537
Ecconomic development and assistance 218,550

Total depreciation expense - governmental activities $ 1,246,153
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Beginning Transfers/ Ending

Balance Additions Retirements Balance
Business-type activities:
Capital assets, not
being depreciated:
Land $ 1502517 $ 53114 $ - $ 1555631
Water rights - 2,933,620 - 2,933,620
Construction in progress 782,500 884,213 (_ 782/499) 884,214
Total assets not being depreciated 2,285,017 3870947 ( 782/499) 5,373,465
Capital assets, being depreciated:
Buildings and improvements 477,386 - - 477,386
Machinery, equipment and vehicles 1,684,081 38,157 - 1,722,238
Infrastructure 27,057,082 863,138 - 27,920,220
Total capital assets
being depreciated 29,218,549 901,295 - 30,119,844
Less accumulated depreciation:
Buildings and improvements ( 105970) (  20,200) - ( 126,170)
Machinery, equipment and vehicles ( 1,259579) (  92612) - ( 1,352,191)
Infrastructure ( 7366525) ( 558575) - (' 7,925,100)
Total accumulated depreciation ( 8732074) ( 671,387) - ( 9,403461)
Total capital assets being
depreciated, net 20,486,475 229,908 - 20,716,383
Business-type activities
capital assets, net $ 22771492 $ 4100855 $(  782499) $ 26,089,848

D. Pension Obligations — Texas Municipal Retirement System (TMRS)

Plan Description

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

TMRS issues a publicly available comprehensive annual financial report that includes
financial statements and required supplementary information (RSI) for TMRS; the report also
provides detailed explanations of the contributions, benefits and actuarial methods and
assumptions used by the System. This report may be obtained from TMRS’ website at
www.TMRS.com.
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The plan provisions are adopted by the governing body of the City, within the options
available in the state statutes governing TMRS. Plan provisions for the City were as follows:

Plan Year 2013 Plan Year 2014
Employee deposit rate 6% 6%
Matching ratio (city to employee) 2tol 2tol
Years required for vesting 5 5
Service retirement eligibility
(expressed as age/years of service) 60/5, 0/25 60/5, 0/25
Updated service credit 100% repeating, 100% repeating,
transfers transfers
Annuity increase (to retirees) 70% of CPI 70% of CPI
repeating repeating

Contributions

Under the state law governing TMRS, the contribution rate for each city if determined
annually by the actuary, using the Entry Age Normal (EAN) cost method (EAN was first
used in the December 31, 2013 valuation; previously, the Projected Unit Credit actuarial cost
mother had been used). This rate consists of the normal cost contribution rate and the prior
s