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WELCOME TO
THE CITY OF HUNTSVILLE, TEXAS

The City of Huntsville is a political subdivision and municipal corporation of the State, duly organized and existing under the laws
of the State, including the City’s Home Rule Charter. The City was incorporated January 30, 1845 and first adopted its Home
Rule Charter on September 28, 1968. The City operates under a Council/Manager form of government, where the Mayor and
eight Council members are elected for staggered two-year terms. The City Council formulates operating policy for the City while
the City Manager is the chief administrative officer. The City of Huntsville is the county seat and principal commercial center of
Walker County, located on Interstate 45, approximately 70 miles north of Houston, 170 miles southeast of Dallas, and
approximately 130 miles west of the Louisiana state line. The City's 2010 census was 38,548, a 10% increase from the 2000

census. Population estimates include inmates within the Texas Department of Criminal Justice (TDCJ) system.
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Walker County is in an east Texas County with an economy based on Sam Houston State University, the state prison system,
lumbering, and agribusiness. Principal sources of agricultural income include cattle, horses, cotton, grain, and timber. Minerals
produced in the county include gas, sand, stone, and gravel. The 2010 census for the county was 67,861, an increase of 10%

from the 2000 census. The Sam Houston National Forest covers 53,461 acres of Walker County.

Huntsville State Park is located within the national forest and on the outskirts of Huntsville. Nearby, Lake Livingston and Lake
Conroe also provide recreational facilities for residents and visitors. Other tourism attractions include the Sam Houston Memorial
Museum and Park Complex, located near SHSU, and the Visitors Center, located at the Sam Houston statue site. “A Tribute to
Courage,” the Sam Houston Statue, was designed and constructed by artist David Adickes. He dedicated the statue to the City of
Huntsville on October 22, 1994. It is the world’s tallest statue of an American Hero, at 67 feet tall, standing upon a 10-foot sunset

granite base.

Huntsville is the headquarters for TDCJ, which is the only state agency located outside of the capital. Five of its prison units are

located within the city limits, and there are two additional units located outside the city limits.

Founded in 1879 and named in honor of the most important figure in Texas history, Sam Houston State University (SHSU) is the
third oldest public university in Texas. With a current enroliment of over 19,000 students and over 3,300 employees, the
university has been one of the fastest growing universities in the state. Founded as the first teacher training institution in the
southwest, the campus comprises 316 acres, including part of the original home site of the Houston family. With six colleges (Arts
and Mass Communications, Business, Criminal Justice, Education, Humanities and Social Science, Health Sciences, and College
of Sciences), the university offers over eighty undergraduate degree programs, fifty-six masters’ programs, and six doctoral

programs.

According to the United States Bureau of Economic Analysis, the 2013 per capita income for Walker County was $28,055,
compared to the state median of $43,862. The Bureau of Labor Statistics reported 25,084 persons employed in Walker County in
2009. Fifty-one percent (51.1%) of the population is between the ages of 18 to 44, and seventy-eight percent (78.2%) over the
age of 25 has a high school degree or higher level of education. The Walker County unemployment rate in September, 2014 was

5.1%.

Other governmental presence in Huntsville includes Region VI Educational Service Center, Gulf Coast Trades Center, Sam
Houston State Park and non-profit Sam Houston National Forest, and the various units of local government and state field offices.
The large governmental presence keeps the unemployment rate low, but also places much greater pressure on the property tax

rate and utility rates.
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Incorporated in 1845 under the Republic of Texas

l CITY OF g
v\w; Huntsville

March 31, 2016

Honorable Mayor and City Council members, Citizens
City of Huntsville
Huntsville, Texas 77340

The Comprehensive Annual Financial Report (CAFR) of the City of Huntsville, Texas, for the fiscal year ended September 30, 2015 is
presented herein. Disclosures necessary to enable the reader to gain an understanding of the City of Huntsville's financial activities have
been included. The Contents of the CAFR is the responsibility of Management of the City of Huntsville.

Financial Statement Overview

The CAFR is presented in four sections: introductory, financial, other supplementary information, and statistical. The introductory section
includes this transmittal letter, the City's organizational chart, and a list of principal officials. The financial section includes the basic
financial statements and the combining financial statements, budgetary comparison schedules, the other supplementary information
section, capital asset schedules, and federal and state awards reports and schedules. The statistical section includes selected financial
and demographic information, generally presented on a multi-year basis. This report includes all city funds.

The report is in the twelfth compliance year under Rule 34 as established by the Governmental Accounting Standards Board (GASB31).
Under this rule, an entity-wide statement of net position is presented with depreciation of assets. Under the rule, statements are
presented on a government-wide and Fund statement basis. Both the government-wide and the Fund Financials present information
supporting the other, and the Fund Financials provide additional information not reported government-wide.

The report is in its fifth year of compliance with GASB 54. Under this rule, Governmental fund balances are designated in restricted,
committed, or assigned categories, according to levels established under statue, judicial decrees council or internal administrative
commitments.

The report is in its first year of compliance with Governmental Accounting Standards (GASB) Statement No. 68 “Accounting and Financial
Reporting for Pensions” and Statement No. 71 “Pension Transition for Contributions Made Subsequent to the Measurement Date-an
amendment of GASB 68”". These statements provide for including the expense and unfunded liabilities for pension benefits in the
financial statements of the City.

The government-wide statements report on the city as a whole using the accrual basis of accounting. The statements are comprised of a
Statement of Net Position and a Statement of Activities with supplemental information provided in the Fund statements. The Statement of
Net Position reports changes in assets, presenting all assets and liabilities of the city. The Statement of Activities presents revenues and
expenses by function, demonstrating how those assets have changed, and distinguishes activities supported by user fees compared with
those supported by taxes and intergovernmental transfers. The statements distinguish between traditional governmental activities and
business-type activities.

Fund financial statements are reported using the modified accrual basis of accounting under traditional fund accounting principles. More
detailed information is presented about significant (major) and non-major funds. The funds are divided among governmental, enterprise,
internal service (business-type or proprietary funds), and agency funds. The Fund financial statements focus on current or near-current
inflows and outflows and available balances. Proprietary fund information presented in this manner reinforces information provided in the
government-wide statements for business-type activities.

The Management’s Discussion and Analysis section preceding the financial statements provides an analysis of the financials and
highlights changes from the prior year. Both the government-wide and the government fund financial focus are presented.

ADMINISTRATION

1212 Avenue M » Huntsville, TX 77340-4608 » 936.291.5400  936.291.5409 fax ® www.ci.huntsville.tx.us

Our vision for the City of Huntsville is a community that is beautiful, historic, culturally
diverse, affordable, safe, and well planned with great opportunity for our citizens.



City Services

The City provides police and fire protection, solid waste services, maintenance of streets and utility infrastructure, wastewater and
water services, parks, a public library, and cultural services. Water is provided to the community by a combination of water produced
from City owned and operated water wells and from a surface water treatment plant in partnership with the Trinity River Authority of
Texas. The costs associated with operations of the surface water treatment plant are shown as an expense of the Water Fund.
Street activities and operations are accounted for in the General Fund.

Priorities and Objectives

Council expanded recycling to new areas within the City and now all areas of the City have recycling service. Infrastructure
improvements were continued to underserved areas. Health insurance and wellness initiatives were researched and costs were held
at previous year levels.

Primary priorities were the continued review of the health insurance and retirement programs, and to present options to reduce costs
and unfunded liabilities while maintaining affordable benefits comparable with other governmental and commercial entities in the city.

Grant activity through the city's Neighborhood Resources Department oversaw the following projects:

e In fiscal year 2015 the “Safe Routes To Schools” sidewalks grant with costs totaling more than $400,000 was
moved forward.

e A CDBG Disaster Recovery grant for installing generators for backup power at various City water wells was
implemented and $433,000 of grant funds earned.

The property tax rate for FY 2015 was reduced to $0.4106 from the 2014 rate of $0.4206 per $100 valuation. Water rates were
increased according to the rate study financial plan which was completed in fiscal year 2011.

Summary of Financial Activities

The General Fund posted a net increase in its Fund Balance of $971,482. The Street activities and operations are now included in
the General Fund.

The Water Fund revenue increased over $750,000 (roughly 5%) compared to the prior year. Water Fund had an increase in net
position for the year in the amount of $4.9 million before a $1.1 million decrease adjustment for the GASB 68 reporting change.
Wastewater had an increase in net position of $2.0 million before a $1.1 million decrease adjustment for the GASB 68 reporting
change. Net position for the Solid Waste Fund decreased by roughly $36,000 before the decrease adjustment of $1.1 million for the
GASB 68 reporting change.

On a government-wide basis, net position for Government activities increased $5,428,840 from operations. Net position for business-
type activities increased $6,905,270 from operations. Adjustments (decreases) to Net Position related to GASB 68 reporting were
$10,624,900 to Governmental activities and $3,311,223 to Business-type Activities.

Comprehensive Plan

The City initiated a process for public involvement in the development of a Comprehensive Plan that was completed in two years
prior. Public and committee meetings were held to discuss City issues and priorities, and to finalize strategic objectives and priorities
in developing the plan. Plan changes were made in the map section showing land use areas. The council meets annually to
establish strategic objectives. The plan and the annual strategic planning meeting were incorporated into the budget process.

Economic Development

The City participated in a TIRZ (Tax Increment Reinvestment Zone) with the county pursuant to agreement with the developer. The
TIRZ Fund reimbursed infrastructure costs. In the summer of 2009, Target opened in the developed area. In 2004 when the TIRZ
was created the taxable value of the property in area was approximately $360,000. The value of the property within the TIRZ for FY
2015 was $16,288,000. The FY 2015 value was down slightly $260,000 (1.5%) over the previous FY 2014 value due to some
property becoming City owned (street right of way). Sales Tax revenue from businesses within the TIRZ area for FY 2015 totaled



$682,000 which was substantially greater than the prior fiscal year amount of $367,000. The increase is the result of new retail stores
opening in the retail center in the 2014 — 201515 fiscal year. Per a “380 Agreement” with the TIRZ developer one half of the Sales
Tax received from business within the TIRZ are paid to the developer. The “380 Agreement” is in effect through FY 2019. In fiscal
year 2015 there were 14 businesses operating within the TIRZ. Two additional businesses are expected to open for business in FY
2016.

Tourism, Cultural Services, and Visitors Center

A Director of Tourism heads operations of the Visitors Center, gift shop, and tourism expenditures, as well as management of the
Wynne Home Arts Center. The department had expenditures of $394,975 for tourism, $188,105 for the Arts center, $116,781 for
Visitors Center operations, and $115,789 for the Gift shop with total revenues for these divisions of $1,020,513

Capital Projects

Construction—in-progress for enterprise fund projects in the Water and Wastewater Funds are recorded in their respective funds. The
Water Fund recorded $840,352 in construction and the Wastewater Fund $2,516,982 in construction. Governmental Activities
improvements totaled $1,443,717.

Completed Capital Projects for the fiscal year were;

e Water projects $2,029,460
e  Wastewater extension projects $66,200
e  Governmental Activities projects $734,158

Debt Issues

The City issued $2.9 million in new debt in the 2015 Fiscal Year for the construction of a new Solid Waste Transfer Station. There
were not any debt refundings during the year. The City did call $715,000 of General Obligation bonds and paid off this liability early
saving about $52,600 of interest expense over the next 4 years. General Obligation/Tax Debt at 9/30/2015 was $11,268,586. Water
Fund Debt totaled $17,917,116. Wastewater Fund Debt was $4,114,298. Solid Waste Fund Debt was $2,900,000

Debt Service Fund

The fund balance for the Debt Service Fund servicing general obligation debt increased $52,469 to $309,816.

Utility and Tax Rates

The adopted property tax rate for fiscal year 2015 was $0.4106 which was unchanged from the previous fiscal year. The calculated
Effective Tax Rate for FY 2015 was $0.4136 and the calculated Rollback Rate was $0.4519. The highest rate in the previous 10
years was for fiscal year 2006 in the amount of $0.4319. The average rate in the last 10 years is $0.4110.

A sales tax increase of 2 cent dedicated for property tax reduction was approved by voters in August 1987. The City sales tax rate is
1.5%.

The City water volumetric rates were increased for fiscal year 2015 in accordance with rates from a rate study performed by a
consultant. Wastewater rates remained unchanged. In fiscal year 2010 the minimum billing amounts for Water and Wastewater
were reduced from $15 to $13 each per month and the minimum bill amount has not changed since. The City Council adopted
changes to Solid Waste rates in January 2015 increasing the monthly residential collection fee by $1.00 from the existing $20.00 fee.
Also, fees for dumpster and roll-off services were increased 3% and fees for disposal of waste at the City’s Solid Waste Transfer
Station by outside City customers and institutional customers were increased 25%.

Cash Management

City policy is governed by the laws of the State of Texas. Authorized investments are governed by state code. Demand deposits for
the City are covered by pledged securities in the City's name at the Federal Reserve Bank pursuant to state law and the City's
depository contract. Funds needed for daily operations are kept in demand deposits and pools with the remainder invested in
approved short-term agencies and municipal bonds. Investments were diversified into insured and pledged money markets,
government agencies and short term municipals. Base reserves and long term dedicated funds were invested in longer term
instruments up to five years. Consequently, revenue compared to budget increased from the prior year with a one percent portfolio
average.



Budget Process

The Budget process begins with an annual update by council of the strategic objectives and is coordinated with the vision and
objectives formulated by the comprehensive plan. In accordance with these objectives a capital improvement plan is updated for
presentation to council. Departments present budget requests detailed by line items. Supplemental requests are submitted based on
the City's comprehensive strategic plans. The City has initiated performance measures as effectiveness tools which are updated
during the process. The budget is reviewed throughout the year during monthly financial reporting. Amendments are presented to
the City Manager or the Finance Committee according to the policy. Council approves amendments reviewed by the Finance
Committee.

Internal Controls

The City relies on certain internal financial controls as identified in the financial, purchasing, personnel, and fixed asset policies.
Adopted by ordinance, they provide the basis for reliance on the financial statements. Such assurances do not, themselves,
guarantee the prevention of fraud. By monitoring internal controls, the basis of reliance on the financial statement as a fair
presentation in all material respects is provided. The city completed a revision of purchasing process controls during the year. The
financial position of governmental and business-type activities of each fund, and the reliance on the compliance with laws,
regulations, contracts, grants, ordinances, and policies is provided.

Independent Audit

The City Charter requires an annual audit by independent certified public accountants. The accounting firm of Pattillo, Brown & Hill,
L.L.P. was recommended by the City Council Finance Committee and selected by the Council. In addition to meeting the
requirements set forth in State statutes, the audit was also designed to meet the requirements of Government Auditing Standards.
The auditor's report on the general purpose financial statements is in the financial section of this report. The auditor's report on
compliance and on internal control over financial reporting and additional reports are provided in the other supplementary information
section.

Awards

The Government Finance Officers Association (GFOA) of the United States and Canada awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Huntsville for its Comprehensive Annual Financial Report (CAFR) for the fiscal year
ended September 30, 2014. This was the 39" year that the City has received this prestigious award. In order to be awarded a
Certificate of Achievement, the governmental body must publish a CAFR with required criteria for management discussion and
analysis in conformity with generally accepted accounting standards under GASB (the Governmental Accounting Standards Board)
and in conformity with GFOA requirements.

This report satisfied both generally accepted accounting principles and applicable legal requirements. A Certificate of Achievement is
valid for a period of one year only. We believe that our current CAFR continues to meet the Certificate of Achievement Program's
requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate. In addition, the City of Huntsville
also received the GFOA's Award for Distinguished Budget Presentation for its annual appropriated budget for the past 28 years. In
order to qualify for the Distinguished Budget Presentation Award, the government's budget document must be judged to be proficient
in several categories including policy documentation, financial planning, and organization. The budget for the fiscal year beginning
October 1, 2015 (FY 2015-16), has been submitted for review.
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PATTILLO, BROWN & HILL, rL.L.p.

CERTIFIED PUBLIC ACCOUNTANTS m BUSINESS CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City of Council
City of Huntsville, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of
Huntsville, Texas (the “City”), as of and for the year ended September 30, 2015, and the related notes to
the financial statements, which collectively comprise the City’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

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

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 AI C PA )
101 West Highway 6 281.671.6259 254.791.3460
Waco. Texas 76710 .
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 auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City, as of September 30, 2015, and the
respective changes in financial position, and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Note | to the financial statements, in 2015 the City adopted new accounting
guidance, Governmental Accounting Standards (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions—an amendment of GASB Statement No. 27 and Governmental Accounting
Standards (GASB) Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date—an amendment of GASB Statement No. 68. Our opinion is not modified with
respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the Schedule of Revenues, Expenditures and Changes in Fund
Balance—Budget and Actual—General Fund, the pension information on pages 63-64 and the Schedule
of Funding Progress — Other Post-Employment Benefits Plan 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.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements and schedules, and statistical section, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as required
by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations, and is also not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and schedules and the
Schedule of Expenditures of Federal Awards 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 and the Schedule of
Expenditures of Federal Awards 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 March
31, 2016, on our consideration of the City’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the City’s internal control
over financial reporting and compliance.

Patillo, Braum & HUL, LLE

Waco, Texas
March 31, 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

As management of the City of Huntsville, Texas (the “City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the year ended
September 30, 2015. 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 on
pages i to vii of this report, and the financial statements which follow this section.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the City exceeded its liabilities at the
close of the 2015 fiscal year by $113,713,186 (net position). Of this amount,
$26,975,144 (unrestricted net position) may be used to meet the government’s
ongoing obligations to citizens and creditors.

e As of the close of fiscal year 2015, the City’s governmental funds reported combined
ending fund balances of $19,919,029, an increase of $2,211,147 from the prior year.
Approximately 59% of this total amount is unassigned fund balance.

e At the end of the current fiscal year, unassigned fund balance for the General Fund
was $11,737,810 or 63% of total General Fund expenditures.

e The City’s total capital assets net of accumulated depreciation decreased by $233,237.
This is primarily due to the fact that additions to capital assets did not exceed the value
of capital asset deletions and depreciation expense for the current year.

e The City's governmental and business-type activities long-term liabilities decreased
$3,233,999 due to debt service payments for TRA contract revenue bonds, certificates
of obligations, and general obligation refunding bonds.

Overview of the Financial Statements

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

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

The statement of net position presents information on all of the City’s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.



The statement of activities presents information in order to present how the City’s net position changed
during the 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
reported in this statement for some items will only result in changes in cash flows for future fiscal
periods (e.g., uncollected taxes and earned but unused compensated absences).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City include general government, public safety,
public works, and community services. The business-type activities of the City include water,
wastewater, and solid waste operations.

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

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 expendable resources, as well as on balances of expendable 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, the reader 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 maintains 25 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 and Debt Service Fund, which are considered to be major funds.
Data from the other 23 governmental funds are combined into a single aggregate presentation.

Proprietary funds. Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City uses enterprise funds to account for its
water, wastewater and solid waste operations. Proprietary funds provide the same type of information as
the government-wide financial statements, only in more detail. The proprietary fund financial statements
provide separate information for water, wastewater and solid waste, all of which are considered to be
major funds.



Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the City. Fiduciary funds are not reflected in the government-wide financial statements because
the resources of those funds are not available to support the City’s own programs. The accounting used
for fiduciary funds is similar to the accounting used for proprietary funds. See Note 1 for additional
information pertaining to fiduciary funds.

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 beginning on page 29 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information including budgetary comparison schedules for the
General Fund and Street Special Revenue Fund and information concerning the City’s progress in funding
its OPEB and pension obligations. Required supplementary information immediately follows the notes to
the financial statements. Supplementary information including combining statements and budgetary
comparison schedules for non-major governmental funds follow the section on required supplementary
information.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. As of September 30, 2015, the City’s assets and deferred outflows of resources exceeded
liabilities by $113,713,186.

The largest portion of the City’s net position (73%) reflects its investment in capital assets (e.g., land,
building, equipment, improvements, construction in progress, and infrastructure), less any debt used to
acquire those assets that is still outstanding. The City uses these capital assets to provide services to
citizens; consequently these assets are not available for future spending. Although the City’s investment
in its capital assets is reported net of related debt, it should be noted that the resources needed to repay
this debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.

An additional portion of the City’s net position (3%) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net position, $26,975,144,
may be used to meet the City’s ongoing obligations to citizens and creditors.

As of September 30, 2015, the City is able to report positive balances in all three categories of net
position, for the government as a whole, as well as for its separate governmental and business-type
activities.



City of Huntsville, Texas’
Summary Statement of Net Position

Governmental Activities Business-type Activities Totals
2015 2014 2015 2014 2015 2014

Current and otherassets $ 27618217 $ 24369379 $ 33,859,114 $ 27925438 $ 61,477,331 $ 52,294,817
Capital assets 31,928,198 32,277,888 85,027,113 84,910,660 116,955,311 117,188,548
Total assets 59,546,415 56,647,267 118,886,227 112,836,098 178,432,642 169,483,365

Deferred outflows of
resources 1,619,990 - 656,788 177,243 2,276,778 177,243

Long-term liabilities

outstanding 30,533,971 20,475,531 31,750,412 29,599,643 62,284,383 50,075,174
Other liabilities 1,818,549 2,387,375 2,597,415 1,882,860 4,415,964 4,270,235
Total liabilities 32,352,520 22,862,906 34,347,827 31,482,503 66,700,347 54,345,409

Deferred inflows of

resources 225,584 - 70,303 - 295,887
Net position:
Net investment,
in capital assets 20,568,768 18,676,713 62,490,710 57,024,487 83,059,478 75,701,200
Restricted 3,678,564 3,990,438 - - 3,678,564 3,990,438
Unrestricted 4,340,969 11,117,210 22,634,175 24,506,351 26,975,144 35,623,561

Total net position $ 28588301 $ 33784361 $ 85,124,885 $ 81,530,838 ¢ 113713186 $ 115315199

Governmental activities. Net position increased by $5,428,840 in fiscal year 2015 before a prior period
adjustment. This is compared to an increase of $4,067,068 in fiscal year 2014. The increase in net
position as compared to the prior year is comprised of various factors. Related to revenues, the major factors
include an increase in property taxes of $132,216, an increase in sales tax of $649,900, and an increase in
miscellaneous revenue related to a bonding agency paying the City over $500,000 for a vendor that went out
of business and could not honor the terms of their agreement. The City had to hire another vendor to finish
the project. On the expense side, there was a decrease of over $500,000 related to expenditures for General
Government. Additionally, the net reduction of long-term liabilities in the governmental activities by almost
$1.5 million has had a positive impact on net position.

Business-type activities. Net position increased by $6,905,270 in the current year before a prior period
adjustment compared to a $6,419,803 increase in fiscal year 2014. Major factors contributing to the
increase in net position for fiscal year 2015 were increased charges for services revenues of over $1.3
million. All of these revenues increased due to an increase in economic activity in the City which has
caused an increased demand for the City’s public utilities.

Analysis of the City’s Operations. The following table provides a summary of the City’s operations for
the year ended September 30, 2015. Overall, the City had an increase in net position of $12,334,110.
Major factors contributing to the increase are explained in the previous two paragraphs.



Revenues:
Programrevenues:
Charges for services
Operating grants
and contributions
Capital grants
and contributions
General revenues:
Property taxes
Sales taxes
Franchise taxes
Other taxes
Investment earnings
Miscellaneous
Total revenues

BExpenses:
General government
Public works
Community services
Public safety
Tourismand cultural services
Interest on long-term debt
Water production and distribution
Wastewater collection and treatment
Solid waste
Total expenses

Increases in net position
before transfers

Transfers
Increase in net position

Net position, beginning

Prior period adjustment
Change in accounting principle

Net position, beginning, as restated

Net position, ending

City of Huntsville, Texas’
Changes in Net Position

Governmental Activities Business-type Activities Totals
2015 2014 2015 2014 2015 2014
2503911 $ 2,491,369 $ 29,206,061 $ 27,830,226 $ 31,709,972 $ 30,321,595
678,290 1,012,255 105,698 462,175 783,988 1,474,430
461,936 1,240,972 - - 461,936 1,240,972
5,840,689 5,708,473 - - 5,840,689 5,708,473
7,942,631 7,292,731 - - 7,942,631 7,292,731
2,741,577 2,065,187 - - 2,741,577 2,065,187
1,013,999 1,025,696 - - 1,013,999 1,025,696
337,682 373,492 196,447 304,479 534,129 677,971
621,758 185,946 561,630 680,754 1,183,388 866,700
22,142,473 21,396,121 30,069,836 29,277,634 52,212,309 50,673,755
5,012,803 5,587,459 - - 5,012,803 5,587,459
5,249,265 5,459,928 - - 5,249,265 5,459,928
3,213,392 3,387,747 - - 3,213,392 3,387,747
7,737,532 7,571,741 - - 7,737,532 7,571,741
197,046 194,889 - - 197,046 194,889
449,561 508,431 - - 449,561 508,431
- - 8,917,754 9,065,085 8,917,754 9,065,085
- - 4,984,867 4,809,679 4,984,867 4,809,679
- - 4,115,979 3,601,925 4,115,979 3,601,925
21,859,599 22,710,195 18,018,600 17,476,689 39,878,199 40,186,884
282,874 ( 1,314,074) 12,051,236 11,800,945 12,334,110 10,486,871
5,145,966 5381,142  (_ 5,145,966) (_ 5381,142) - -
5,428,840 4,067,068 6,905,270 6,419,803 12,334,110 10,486,871
33,784,361 30,193,168 81,530,838 75,615,365 115,315,199 105,808,533
- ( 184,570) - - - ( 184,570)
10,624,900) ( 291,305) ( 3,311,223) ( 504,330) ( 13,936,123) ( 795,635)
23,159,461 29,717,293 78,219,615 75,111,035 101,379,076 104,828,328
28588301 $ 33784361 $ 85124885 $ 81530838 $ 113713186 $ 115,315,199
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Financial Analysis and Budgetary Highlights of City Funds

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

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

At the end of the 2015 fiscal year, the City’s governmental funds reported combined ending fund
balances of $19,919,029, an increase of $2,211,147 from the prior year. Approximately 59% of this total
amount is available for spending at the City’s discretion. The remainder of fund balance is not available
for new spending because it is restricted to pay debt service ($309,816) and for a variety of other
purposes.



General Fund. The General Fund is the chief operating fund of the City. At the end of the current fiscal
year, unassigned fund balance of the General Fund was $11,737,810, while the total fund balance was
$12,911,178. As a measure of the General Fund’s liquidity, it may be useful to compare both unassigned
fund balance and total fund balance to total expenditures. Unassigned fund balance represents 63% of the
General Fund expenditures, while total fund balance represents 70% of that same amount.

The final budget for fiscal year 2015 reflected a $2,211,176 drawdown of fund balance, while still
providing for a sufficient reserve balance. The actual change in fund balance was an increase of $971,482.
Contributing factors was the realization of revenues $1,535,436 over the budgeted amounts and overall
expenditures $1,709,816 under budgeted amounts. Key factors affecting fund balance are as follows:

e Total General Fund revenues of $16,511,922 were increased from FY 2014 by $2,617,907.

o Property tax revenue increased $38,809 from FY 2014 actuals due to an increase
in collections.

o Sales tax revenue increases by $649,900 due to increased economic activity within
the City.

o Other taxes increased by $2,138,162 due the Street Special Revenue fund being
combined with the General Fund.

o Charges for services increased by $58,599 while licenses and permits increased by
$90,964.

o Fines and forfeitures decreased by $58,254 this was primarily due to a decrease in
the number of positions in the police department for traffic enforcement from the
prior year.

e Total General Fund expenditures of $18,500,092 decreased from FY 2014 by $494,536.

o General government expenditures decreased by $503,055 from FY 2014. The
most significant reason for this decrease is the funding of a purchase of a new fire
truck for over $700,000 in the prior year.

o Total public safety expenditures increased by $72,758 from FY 2014. This was
primarily due to being closer to fully staffed throughout the year.

o Community services expenditures decreased by $44,084 from FY 2014. This
decrease is primarily the result of a reduction in positions in the Parks Department.

o Public works expenditures decreased by $21,592 from FY 2014.

The actual revenues of $16,511,922 were more than the budgeted revenues by $1,535,436. Property tax
revenue, sales tax revenue, and donations, contributions and grants exceeded the budgeted amounts. The
actual expenditures of $18,500,092 were $1,709,816 less than the budgeted expenditures of
$20,209,908.

Debt Service fund balance increased by $52,469. Fund balance was projected to increase by $21,859 in
the final budget, and property tax revenues were more than final budgeted amounts by $27,560.
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Proprietary Funds. The City’s proprietary fund statements provide the same type of information found
in the government-wide financial statements but in more detail.

Unrestricted net position of the respective proprietary funds are Water — $11,338,836, Wastewater —
$9,5634,977, and Solid Waste — $1,760,362. The net position for Water increased $4,909,137;
Wastewater increased $2,032,453 and Solid Waste decreased $36,320. The overall change in net
position for business-type activities increased by $6,905,270 which is an increase of $1,447,497 from
the FY 2014 change in net position of $5,457,773. Overall Utility operating revenues of $29,767,691
reflected an increase of $1,256,711 or an increase of 4.41% compared to FY 2014. Utility operating
expenses of $17,209,668 reflected an increase of $538,660 or an increase of 3.23% over FY 2014. The
increase in net position for each of the enterprise funds can be attributed to an increase in charges for
services for public utility service provided.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2015, the City had over $116,955,311 invested in a broad range of capital
assets, including police and fire equipment, buildings, park facilities, and water and sewer lines. This
amount represents a net decrease of approximately 0.20% over the amounts for the prior fiscal year.

Governmental Activities Business-type Activities Totals
2015 2014 2015 2014 2015 2014
Land $ 1872245  $ 1,872,245 $ 782325 % 782325 % 2,654570 $ 2,654,570
Construction in progress 2,367,785 1,671,041 4,329,770 3,006,478 6,697,555 4,677,519
Buildings and
improvements 7,561,264 8,076,216 534,260 591,267 8,095,524 8,667,483
Improvements other
than buildings 7,833,282 7,993,899 129,439 198,643 7,962,721 8,192,542
Machinery, furniture and
equipment 5,210,481 5,001,641 228,891 383,675 5,439,372 5,385,316
Water rights - - 32,715,695 33,707,081 32,715,695 33,707,081
Infrastructure 7,083,141 7,662,846 46,306,733 46,241,191 53,389,874 53,904,037
Total $ 31,928198 $ 32,277,888 $ 85027113 $ 84910660 $ 116955311 $ 117,188,548

Major capital asset events during the 2015 fiscal year include the following:
e A $492,000 project for a water well generator was completed in fiscal year 2015.

e $2.5 million was spent on various wastewater projects. $57,000 was spent on various
drainage projects.

e $840,000 was spent on water projects

e A project for sidewalks to provide “Safe Routes to Schools” was started in FY 2013
with $1,168,000 being spent in prior years. Approximately $939,000 was spent in fiscal
year 2015. The project should be completed in FY 15-16.

e $505,000 was spent on various other Governmental Activities projects.
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e In FY 2015 the City purchased new equipment and vehicles for various operations totaling
approximately $1,330,000. Major purchases included two 28 yard front load Solid Waste trucks
for approximately $268,500 each and an automated side loader solid waste truck in the amount
of $288,000.

Additional information on the City’s capital assets can be found in Note Il beginning on page 43 of this
report.

Debt Administration

At the end of the current fiscal year, the City had total bonded debt outstanding of $37,823,346. The
remainder of the City’s long-term obligations comprises compensated absences, the net OPEB
obligation, legal judgments, and contractual obligations.

Governmental Activities Business-type Activities Totals
2015 2014 2015 2014 2015 2014

General obligation bonds ¢ 7,478,585 $ 9,614,654 $ 3,531,415 $ 4,162,346 $ 11,010,000 $ 13,777,000

Certificates of obligation 3,790,000 3,925,000 2,900,000 - 6,690,000 3,925,000
Revenue bonds - - 18,504,636 22,625,000 18,504,636 22,625,000
Premium on bonds issued 90,845 103,823 1,527,865 1,453,315 1,618,710 1,557,138
Compensated absences 1,141,423 1,204,865 280,497 310,554 1,421,920 1,515,419
Net pension liability 11,879,420 11,773,902 3,702,190 3,669,306 15,581,610 15,443,208
Net OPEB obligation 3,511,969 2,869,945 1,303,809 1,048,428 4,815,778 3,918,373
Developer TIRZ 2,641,729 2,757,244 - - 2,641,729 2,757,244

$ 30,533,971 $ 32,249,433 $ 31,750,412 $ 33,268,949 $ 62,284,383 $ 65,518,382

The long-term liabilities for the City decreased overall by $3,233,999 for fiscal year 2015. This was due
to regularly scheduled debt service payments.

Additional information on the City’s long-term debt can be found in Note Il beginning on page 45 of
this report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The following economic factors currently affect the City of Huntsville and were considered in
developing the 2015-2016 fiscal year budget.

Sales Tax revenue makes up approximately 40% of the Revenues for General Fund. These revenues

were budgeted to increase $640,000 (9.4%) in FY 2016 from the 2015 fiscal year budgeted amount of
$7.5 million.
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A 1.6% increase in water volumetric rates beginning October 1, 2015 was approved. This was the fifth
year of increases in the volumetric rates. The rates adopted were rates received from a rate study
performed by a consultant completed in FY 2011. The major factors the consultant used in developing
proposed rates for the City thru fiscal year 2030 were 1) almost $20,000,000 of debt issued in fiscal year
2013 for the expansion and improvement of the drinking water treatment plant from which the City
obtains 75% of its water and 2) projection for the need of approximately $650,000 annually for the
replacement and renewal of decades old existing water distribution infrastructure. Also included in
developing the rate are anticipated expenditure increases due to normal inflation increases to operating
costs.

The property tax rate of $0.4106 per $100 valuation for FY 2015 was reduced for FY 2016 to $0.3838.
For fiscal year 2016 General Fund’s budgeted expenditures for regular operations were increased by
approximately 6.5% ($1,150,000) from FY 2015. Also, there were $1,042,000 of General Fund one
time only non-operational expenditures budgeted to be paid from Fund Balance.

Interest rates are expected to remain at low levels throughout fiscal year 2015-16.

The unemployment rate for the City of Huntsville in September 2015 was 5.2 percent, which is
unchanged from September 2014.

Request for Information

The financial report is designed to provide our citizens, customers, investors and creditors with a general

overview of the City’s finances. If you have questions about this report or need additional information,
contact the Finance Department, 1212 Avenue M, Huntsville, Texas 77340.
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CITY OF HUNTSVILLE, TEXAS
STATEMENT OF NET POSITION

SEPTEMBER 30, 2015

Governmental Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 11,463,409 12,871,937 $ 24,335,346
Investments 12,247,824 11,128,331 23,376,155
Prepaid expenses 15,224 - 15,224
Accounts receivable (net of allowances for uncollectable):

Accounts 73,980 3,422,436 3,496,416

Bonds - 3,095,000 3,095,000

Taxes 2,159,594 - 2,159,594

Intergovernmental 483,767 179,565 663,332

Interest 67,433 67,357 134,790

Other 81,991 - 81,991
Internal balances 317,264 317,264) -
Inventories 129,822 204,721 334,543
Property held for sale 14,253 - 14,253
Restricted assets:

Cash and cash equivalents - 1,707,031 1,707,031

Investments - 1,500,000 1,500,000
Investment in joint venture 563,656 - 563,656
Capital assets not being depreciated 4,240,030 5,112,095 9,352,125
Capital assets (net of accumulated depreciation) 27,688,168 79,915,018 107,603,186

Total assets 59,546,415 118,886,227 178,432,642
DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on bond refunding - 151,922 151,922
Deferred outflows of resources related to pensions 1,619,990 504,866 2,124,856
Total deferred outflows of resources 1,619,990 656,788 2,276,778
LIABILITIES
Accounts payable 1,002,455 1,186,218 2,188,673
Accrued liabilities 561,519 171,274 732,793
Accrued interest 56,755 - 56,755
Liabilities payable from restricted assets:

Accrued interest - 140,094 140,094
Due to other governments 130,794 35,352 166,146
Other liabilities 67,026 - 67,026
Customer deposits - 1,064,477 1,064,477
Noncurrent liabilities:

Due within one year 1,804,519 5,058,112 6,862,631

Due in more than one year 28,729,452 26,692,300 55,421,752

Total liabilities 32,352,520 34,347,827 66,700,347
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to pensions 225,584 70,303 295,887
Total deferred inflows of resources 225,584 70,303 295,887
NET POSITION
Net investment in capital assets 20,568,768 62,490,710 83,059,478
Restricted for:

Library - nonspendable 106,914 - 106,914

Cemetery - nonspendable 354,873 - 354,873

Debt service 376,412 - 376,412

Promotion of tourism 1,749,024 - 1,749,024

Court technology and security 165,403 - 165,403

Purpose of grantors, trustees and donors 804,740 - 804,740

Law enforcement 121,198 - 121,198
Unrestricted 4,340,969 22,634,175 26,975,144

Total net position $ 28,588,301 85,124,885 $ 113,713,186

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

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2015

Program Revenues

Operating Capital
Charges for Grants and Grants and
Function/Program Activities Expenses Services Contributions Contributions
Primary government
Governmental activities:
General government $ 5,012,803 $ 169,780 $ 100 $ 375,268
Public safety 7,737,532 1,355,814 637,425 86,668
Public works 5,249,265 444,576 - -
Community services 3,213,392 85,303 23,204 -
Tourism and cultural services 197,046 448,438 17,561 -
Interest on long-term debt 449,561 - - -
Total governmental activities 21,859,599 2,503,911 678,290 461,936
Business-type activities:
Water 8,917,754 15,736,699 6,757 -
Wastewater 4,984,867 8,581,175 83,013 -
Solid waste 4,115,979 4,888,187 15,928 -
Total business-type activities 18,018,600 29,206,061 105,698 -
Total primary government $ 39,878,199 $ 31,709,972 $ 783,988 $ 461,936

General revenues:
Taxes:
Property
Sales
Franchise
Other
Unrestricted investment earnings
Miscellaneous
Transfers

Total general revenues and transfers

Change in net position

Net position, beginning
Change in accounting principle
Net position, beginning as restated

Net position, ending

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

Primary Government

Governmental Business-type
Activities Activities Total
$(  4,467,655) $ - $(  4,467,655)
( 5,657,625) - ( 5,657,625)
( 4,804,689) - ( 4,804,689)
( 3,104,885) - ( 3,104,885)
268,953 - 268,953
( 449,561) - ( 449,561)
( 18,215,462) - ( 18,215,462)
- 6,825,702 6,825,702
- 3,679,321 3,679,321
- 788,136 788,136
- 11,293,159 11,293,159
( 18,215,462) 11,293,159 ( 6,922,303)
5,840,689 - 5,840,689
7,942,631 - 7,942,631
2,741,577 - 2,741,577
1,013,999 - 1,013,999
337,682 196,447 534,129
621,758 561,630 1,183,388
5,145,966 ( 5,145,966) -
23,644,302 (  4,387,889) 19,256,413
5,428,840 6,905,270 12,334,110
33,784,361 81,530,838 115,315,199
( 10,624,900) ( 3,311,223) ( 13,936,123)
23,159,461 78,219,615 101,379,076
$ 28,588,301 $ 85,124,885 $ 113,713,186
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CITY OF HUNTSVILLE, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS

SEPTEMBER 30, 2015

Total
Debt Other Governmental
General Service Governmental Funds
ASSETS
Cash and cash equivalents $ 4,952,421 $ 306,824 $ 4,088,540 $ 9,347,785
Investments 7,482,579 - 2,200,633 9,683,212
Receivables (net of allowance
for uncollectibles):
Accounts 73,821 - 159 73,980
Taxes 1,919,183 126,343 114,068 2,159,594
Intergovernmental 27,307 - 456,460 483,767
Interest 43,376 - 14,804 58,180
Other 49,676 - - 49,676
Due from other funds 327,125 - 180 327,305
Inventory 129,822 - - 129,822
Property held for sale - - 14,253 14,253
Prepaids 1,445 - - 1,445
Total assets $ 15,006,755 $ 433,167 $ 6,889,097 $ 22,329,019
LIABILITIES
Accounts payable 579,023 - 92,217 671,240
Accrued liabilities 524,631 - 36,888 561,519
Due to other funds 640 - 8,351 8,991
Due to other governments 77,188 - 53,606 130,794
Other liabilities 67,026 - - 67,026
Total liabilities 1,248,508 - 191,062 1,439,570
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue 847,069 123,351 - 970,420
Total deferred inflows of resources 847,069 123,351 - 970,420
Fund balances:
Nonspendable 131,267 - 461,787 593,054
Restricted - 309,816 2,840,365 3,150,181
Assigned 1,042,101 - 3,395,883 4,437,984
Unassigned 11,737,810 - - 11,737,810
Total fund balances 12,911,178 309,816 6,698,035 19,919,029
Total liabilities, deferred inlfows of
resources and fund balances $ 15,006,755 $ 433,167 $ 6,889,097 $ 22,329,019

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

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

SEPTEMBER 30, 2015

Total fund balances - governmental funds balance sheet
Amounts reported for governmental activities in the statement of net position are different

Capital assets used in governmental activities are not reported in the funds.

Property taxes receivable, related penalties and interest, and franchise fees are
unavailable to pay for current period expenditures are reported as deferred inflows of
resources in the funds.

Court fines receivable unavailable to pay for current period expenditures are reported
as deferred inflows of resources in the funds.

Payables for bond interest which are not due in the current period are not reported in
the funds.

The investment in joint venture is not considered a financial asset. Therefore, this is not
reported in the governmental funds balance sheet.

Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the funds. Long-term liabilities consist of:

Bonds payable

Bond premiums

Compensated absences

Net pension liability

Net OPEB obligation

Deferred outflows (inflows) related to pensions
Contractual obligation

The assets and liabilities of Internal Service Funds are included in governmental
activities in the statement of net position.

Net position of governmental activities - statement of net position

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

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2015

Total
Debt Other Governmental
General Service Governmental Funds
REVENUES
Taxes:
Property $ 3,936,854 % 1,747,060 $ 115,515 5,799,429
Sales 7,942,631 - - 7,942,631
Franchise 2,127,089 - - 2,127,089
Other 115,037 - 898,962 1,013,999
Licenses and permits 465,897 - - 465,897
Charges for sales and services 490,249 325,067 442,200 1,257,516
Fines, fees, and forfeitures 1,045,885 - 59,767 1,105,652
Donations, contributions, and grants 206,382 - 674,778 881,160
Investment income 121,009 51 40,615 161,675
Miscellaneous 60,889 - 527,131 588,020
Total revenues 16,511,922 2,072,178 2,758,968 21,343,068
EXPENDITURES
Current:
General government 4,748,154 - 28,374 4,776,528
Public safety 6,751,102 - 773,190 7,524,292
Public works 4,184,895 - 1,440,500 5,625,395
Community services 2,618,895 - 809,849 3,428,744
Tourism and cultural services 197,046 - - 197,046
Debt service:
Principal retirement - 2,271,069 - 2,271,069
Interest and fiscal charges - 468,368 - 468,368
Total expenditures 18,500,092 2,739,437 3,051,913 24,291,442
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES ( 1,988,170)  ( 667,259)  ( 292,945) 2,948,374)
OTHER FINANCING SOURCES (USES)
Transfers in 5,240,142 719,728 1,592,457 7,552,327
Transfers out ( 2,287,185) - ( 119,176) 2,406,361)
Sale of capital assets 6,695 - 6,860 13,555
Total other financing sources (uses) 2,959,652 719,728 1,480,141 5,159,521
NET CHANGE IN FUND BALANCES 971,482 52,469 1,187,196 2,211,147
FUND BALANCES, BEGINNING 11,939,696 257,347 5,510,839 17,707,882
FUND BALANCES, ENDING $ 12,911,178  $ 309,816 $ 6,698,035 19,919,029

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

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

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2015

Net change in fund balances - total governmental funds $ 2,211,147
Amounts reported for governmental activities in the statement of activities are different because:

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. This is the 1,520,661
amount of capital assets recorded in the current period.

Depreciation on capital assets is reported in the statement of activities but does not require the use of
current financial resources. Therefore, depreciation is not reported as expenditures in the governmental
funds. ( 2,120,403)

The net effect of various miscellaneous transactions involving capital assets (i.e., the sales, trade-ins, and
donations) is to decrease net position. ( 12,813)

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 effect of issuance costs, premiums, discounts, and similar items when debt is first issued,
whereas the 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.
Debt issued or incurred:
Bonds payable -
Bond premium 12,978
Repayment of principal of long-term debt 2,271,069

Revenues in the statement of activities that do not provide current financial resources are not reported as
revenues in the funds.

Property taxes 29,356
Property tax penalties and interest 11,904
Franchise fees 614,488
Change in equity interest in joint venture 176,007
Court fines and fees ( 32,350)

Current year changes in certain long-term liabilities do not require the use of current financial resources
and, therefore, are not reported as expenditures in governmental funds.

Compensated absences 63,442
Net OPEB obligation ( 642,024)
Contractual obligation 115,515
Interest is accrued in the government-wide financial statements but not at the fund level. This represents
the change in the accrual during the period. 5,829

Certain pension expenditures are not expended in the government-wide financial statements and recorded
as deferred resource outflows. This item relates to contributions made after the measurement date.
Additionally, a portion of the City’s unrecognized deferred resource outflows and inflows related to the

pension liability were amortized. 139,886
The net revenue (expense) of internal service funds is reported with governmental activities. 1,064,148
Change in net position of governmental activities - statement of activities $_ 5428,840

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

20



CITY OF HUNTSVILLE, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUND

SEPTEMBER 30, 2015
Enterprise Funds

Water Wastewater Solid Waste
ASSETS
Current assets:
Cash and cash equivalents $ 5,244,175 $ 5,105,895 2,521,867
Investments 6,367,531 3,612,967 1,147,833
Accounts receivable (net of allowance for uncollectibles):
Accounts 1,958,455 936,708 527,273
Bonds - - 3,095,000
Intergovernmental 103 179,462 -
Interest 28,133 31,772 7,452
Other - - -
Due from other funds 4,649 341 -
Inventories 194,279 10,442 -
Prepaids - - -
Restricted assets:
Cash and cash equivalents 424,451 1,282,580 -
Investments 200,000 1,300,000 -
Total current assets 14,421,776 12,460,167 7,299,425
Noncurrent assets:
Capital assets not being depreciated 1,135,258 3,915,237 61,600
Capital assets (net of accumulated depreciation) 49,503,672 30,073,210 338,136
Total noncurrent assets 50,638,930 33,988,447 399,736
Total assets 65,060,706 46,448,614 7,699,161
DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on bond refunding 60,832 91,090 -
Deferred outflow related to pensions 165,314 177,638 161,914
Total deferred outflows of resources 226,146 268,728 161,914
LIABILITIES
Current liabilities:
Accounts payable 191,266 862,856 132,096
Accrued liabilities 57,788 59,947 53,539
Customer deposits 378,989 297,438 388,050
Liabilities payable from restricted assets:
Accrued interest payable 118,347 12,868 8,879
Due to other funds 66,612 44,516 211,126
Due to other governments - 8,551 26,801
Noncurrent liabilities due with one year 3,427,162 1,482,193 148,757
Total current liabilities 4,240,164 2,768,369 969,248
Noncurrent liabilities:
Due in more than one year 17,426,172 4,556,946 4,709,182
Total noncurrent liabilities 17,426,172 4,556,946 4,709,182
Total liabilities 21,666,336 7,325,315 5,678,430
DEFERRED INFLOWS OF RESOURCES
Deferred inflow related to pensions 23,020 24,736 22,547
Total deferred inflows of resources 23,020 24,736 22,547
Total liabilities
NET POSITION
Net investment in captial assets 32,258,660 29,832,314 399,736
Unrestricted 11,338,836 9,534,977 1,760,362
Total net position $ 43,597,496 $ 39,367,291 2,160,098

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

21



Total Internal
Enterprise Service
12,871,937 2,115,624
11,128,331 2,564,612
3,422,436 -
3,095,000 -
179,565 -
67,357 9,253
- 32,315
4,990 -
204,721 -

- 13,779
1,707,031 -
1,500,000 -

34,181,368 4,735,583
5,112,095 -
79,915,018 3,904,909
85,027,113 3,904,909
119,208,481 8,640,492
151,922 -
504,866 -
656,788 -
1,186,218 331,215
171,274 -
1,064,477 -
140,094 -
322,254 1,050
35,352 -
5,058,112 -
7,977,781 332,265
26,692,300 -
26,692,300 -
34,670,081
70,303 -
70,303 -
332,265
62,490,710 3,904,909
22,634,175 4,403,318
85,124,885 8,308,227
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CITY OF HUNTSVILLE, TEXAS

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION

PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2015

Enterprise Funds

Water \Wastewater Solid Waste
OPERATING REVENUES
Charges for services:
Water sales $ 15,551,148 $ - $ -
Wastewater sales and services - 8,493,976 -
Solid waste fees - residential and commercial - - 3,971,696
Solid waste fees - disposal - - 916,491
Inter-department services - - -
Total service charges 15,551,148 8,493,976 4,888,187
Service fees and miscellaneous:
Tap and connection fees 185,551 87,199 -
Customer penalties and miscellaneous 395,766 102,392 63,472
Total service fees and miscellaneous 581,317 189,591 63,472
Total operating revenues 16,132,465 8,683,567 4,951,659
OPERATING EXPENSES
Administration 191,190 470,671 726,652
Water production and distribution 5,759,359 - -
Wastewater collection and treatment - 2,742,070 -
Solid waste collection and disposal - - 3,225,584
Utility billing/customer service 484,080 - -
Lab/compliance - 257,748 -
Equipment replacement - - -
Depreciation 1,904,305 1,385,541 62,468
Total operating expenses 8,338,934 4,856,030 4,014,704
OPERATING INCOME (LOSS) 7,793,531 3,827,537 936,955
NONOPERATING REVENUES (EXPENSES)
Grants and contributions 6,757 83,013 15,928
Interest income 78,974 95,427 22,046
Loss on disposal of capital assets - - -
Interest expense ( 578,820) ( 128,837) -
Bond issuance costs - - ( 101,275)
Total nonoperating revenues (expenses) ( 493,089) 49,603 ( 63,301)
INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS
AND TRANSFERS 7,300,442 3,877,140 873,654
Transfers in - 25,000 -
Transfers out ( 2,391,305) ( 1,869,687) ( 909,974)
CHANGE IN NET POSITION 4,909,137 2,032,453 ( 36,320)
NET POSITION, BEGINNING 39,772,590 38,499,898 3,258,350
CHANGE IN ACCOUNTING PRINCIPLE ( 1,084,231) ( 1,165,060) ( 1,061,932)
NET POSITION, BEGINNING, AS RESTATED 38,688,359 37,334,838 2,196,418
NET POSITION, ENDING $ 43,597,496 $ 39,367,291 2,160,098

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

Enterprise Service
15,551,148 $ -
8,493,976 -
3,971,696 -
916,491 -

- 5,212,067
28,933,311 5,212,067
272,750 -

561,630 97,370
834,380 97,370
29,767,691 5,309,437
1,388,513 2,843,266
5,759,359 -
2,742,070 -
3,225,584 -
484,080 -
257,748 -
- 91,014
3,352,314 1,331,445
17,209,668 4,265,725
12,558,023 1,043,712
105,698 -
196,447 33,086
- 12,650)
707,657) -
101,275) -
506,787) 20,436
12,051,236 1,064,148
25,000 -
5,170,966) -
6,905,270 1,064,148
81,530,838 7,244,079
3,311,223) -
78,219,615 7,244,079
85,124,885 $ 8,308,227
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CITY OF HUNTSVILLE, TEXAS

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Interfund services provided and used
Cash payments to employees for services
Cash payments to suppliers for goods and services

Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Operating grants
Transfers to funds
Net cash provided (used) by
by noncapital financing activities

CASH FLOWS FROM CAPITAL

AND RELATED FINANCING ACTIVITIES
Proceeds from capital related debt
Principal repayment on long-term debt
Interest and fiscal charges on debt
Acquisition or construction of capital assets
Proceeds from the disposition of capital assets

Net used for capital

and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Proceeds from sale and maturities of securities

Interest and dividends on investments
Net cash provided (used) by investing activities

NET INCREASE (DECREASE)
IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING

C