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March 27, 2015

Honorable Mayor and Members of the City Council
City of Glenn Heights
Glenn Heights, Texas

The Finance Department is pleased to submit the Comprehensive Annual Financial Report of the
City of Glenn Heights, Texas for the fiscal year ended September 30, 2014. This report was
prepared through the cooperative efforts of the Finance Department and the City’s independent
auditor. It is published to provide the City Council, staff, citizens, bondholders and other
interested parties with detailed information concerning the financial condition and activities of
the City government.

Responsibility for both the accuracy of the data and completeness and fairness of the
presentation rests with the City. We believe the data, as presented, is accurate in all material
respects. It is presented in a manner designed to fairly set forth the financial position and results
of operations of the City as measured by the financial activity of its various funds, and all
disclosures necessary have been included to enable the reader to gain the maximum
understanding of the City’s financial affairs.

Management’s discussion and analysis (MD&A) begins on page 4 and provides a narrative
introduction, overview, and analysis of the City’s basic financial statements. The MD&A also
provides readers with management’s viewpoint of the City’s financial performance and should
be read in conjunction with the financial statements.

CITY PROFILE

The City of Glenn Heights, Texas, a predominately residential community situated in Dallas and
Ellis Counties, is a Texas municipality that incorporated in 1969 to operate as a general law city.
In August 1987, the City adopted its charter and currently operates as a home rule city. The City
lies at the hub of Interstate 35E and Texas Farm-To-Market Road 664. Glenn Heights is a short
drive from downtown Dallas and has an estimated population of 11,763 residents. The City
operates under a council-manager form of government. The Council is comprised of seven
officials including a mayor and six council members.

THE REPORTING ENTITY AND ITS SERVICES

Generally accepted accounting principles require that basic financial statements present the City
(the primary government) and its component units. The Council has the authority to make
decisions, appoint administrators and managers, and significantly influence operations. It also



has the primary accountability for fiscal matters. Therefore, the City is a financial reporting
entity as defined by the Government Accounting Standards Board (GASB) in its Statement No.
14, “The Financial Reporting Entity.” There are no component units included within the
reporting entity. The City is regulated by the Code of State Statutes of the State of Texas and is
authorized to perform the following services: public safety (police and fire), development
services (public works, planning, and inspections), economic development, sanitation, water and
sewer utilities, storm drainage and general administrative services.

ECONOMIC OUTLOOK AND FINANCIAL CONDITION

The information presented in the financial statements should be considered from the broad
perspective of the specific environment within which the City operates.

In recent years, the City of Glenn Heights has experienced excellent growth in population. The
1990 census was 4,564, and the 2010 census is 11,278, an increase of 247% over the past 20
years. The City’s current ad valorem tax base is 92% residential and 8% commercial. The City
recognizes the value of commercial development to its economic base and continues to
encourage commercial growth that will be beneficial to the community.

In January 2009, the City Council directed the City Manager to focus on the future of the City by
developing a Five-Year Strategic Plan for 2009-2014. The purpose of the Strategic Plan is to
formally assess needs and resources, look forward five years, and create a formal plan for the
future growth and sustainability of the City. The Strategic Plan establishes broad goals,
identifies strategic issues, and states general priorities as defined by the governing body, staff,
and citizens. What makes this plan different is that it is endorsed and adopted by City Council,
will be reviewed and modified on an annual basis, has strategies for implementation, key
indicators of success and is incorporated into the staff work plans and the City’s annual budgets.
Additionally, the plan will only be effective if it reflects the concerns, values, and priorities of
our citizens, therefore, our plan review process and future modifications will include citizen
involvement and staff at all levels of the organization.

On February 21 and 28, 2009, City Council and City Staff Department Heads held joint workshops
to focus on the Strategic priorities for the City, its strengths, weaknesses, challenges and
opportunities. The discussions had four primary themes which reflect the City’s vision and
mission statements: 1) Great Neighborhoods, 2) A Safe City, 3) A Healthy and Sound Economy,
and 4) An Effective Government. The key result of the workshops and subsequent discussions was
the development of the eleven (11) strategic goals to be addressed in the City of Glenn Heights
Strategic Plan. The strategic issues are:

Neighborhood Vitality

Public Safety and Emergency Preparedness
Economic Development

Infrastructure Sustainability

City Council and Staff Accountability

Customer Service, Communication and Involvement
Fiscal Accountability and Integrity
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8. Technology
9. Education Advocacy
10. Recreation, Arts and Culture
11. Environmental, Health and Human Services

The Glenn Heights Strategic Plan is a roadmap and provides a framework for the City’s services,
programs and activities for the future. There are obstacles that hinder the City’s abilities to attain
these goals. One major obstacle is identifying available funding sources. For example, since one
cent of City sales tax goes to funding mass public transportation (Dallas Area Rapid Transit) and
is not available to fund other special service funds, long-term financial planning will be crucial in
meeting certain goals such as economic development and infrastructure sustainability.

ACCOUNTING SYSTEM AND BUDGETARY CONTROL

The City’s accounting records for general governmental operations are maintained on a modified
accrual basis, with the revenues being recorded when available and measurable and expenditures
being recorded when the services or goods are received and the liabilities are incurred.
Accounting records for the City’s proprietary funds are budgeted and maintained on this same
basis of accounting for management purposes and converted to full accrual accounting for
external reporting purposes.

In developing and maintaining the City’s accounting system, consideration is given to the
adequacy of the internal control structure. The internal control structure is designed to provide
reasonable, but not absolute, assurance regarding the safeguarding of assets against loss from
unauthorized use or disposition and the reliability of financial records for preparing financial
statements and maintaining accountability for assets. The concept of reasonable assurance
recognizes that the cost of the control should not exceed the benefits likely to be derived and the
evaluation of cost and benefits requires estimates and judgments by management. We believe
the City’s internal control structure is adequate to safeguard assets and provide reasonable
assurance of proper recording of financial transactions.

The budgetary process begins each year with the preparation of revenue estimates by the City’s
Department of Finance and expenditure estimates by each City department. Estimates are
reviewed by the City Manager and evaluated within the total financial framework. Budget
proposals are then recommended by the City Manager and reviewed extensively by the City
Council, a process that includes public hearings. After the public hearings, the City Council may
make changes as deemed appropriate. The budget is then adopted by ordinance, as well as the
City’s ad valorem tax rate. All of the City’s governmental funds as well as enterprise funds
(water and sewer, and drainage) are included in the annual budgetary process.

The objective of budgetary controls is to ensure compliance with legal provisions embodied in
the annual budget adopted by the City Council. The level of budgetary control (that is, the level
at which expenditures cannot legally exceed the appropriated amounts) is established at the fund
level. Department Directors are authorized to transfer budgeted expenditures between line items
within their respective departments while the City Manager is authorized to transfer budgeted
expenditures between departments within a City fund. However, any revisions that alter total
expenditures of a City fund must be approved by the City Council.



LONG-TERM FINANCIAL PLANNING

The City of Glenn Heights maintains sufficient cash reserves and unassigned fund balances/
unrestricted net assets in its general and utility fund to avoid borrowing for general operating
purposes and to handle emergency situations, while providing quality service levels to the public.

During fiscal year 2006, the City obtained certificates of obligation for $2,535,000. These funds
were used for major street improvements.

During fiscal year 2008, the City obtained certificate of obligation for $2,050,000. These funds
were used for major water, wastewater, and drainage infrastructure improvements.

During fiscal year 2010, the City refunded the 2003 certificates of obligation by obtaining a
general obligation refunding bond.

During fiscal year 2012, the City held its first general obligation bond election. Proposition 1
was for $8,000,000 to construct a Town Center, and Proposition 2 was for $7,500,000 for street
improvements. Both propositions failed.

AUDIT

The City Charter requires an annual audit of the books of accounts, financial records and
transactions of all departments of the City by independent certified public accountants selected
and engaged by the City Council.

We are proud to say that the City’s auditors, Pattillo, Brown & Hill, LLP, issued an unmodified
opinion on the City’s financial statements for the year ended September 30, 2014. This report is
included in the financial section of this report.

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING
The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Glenn
Heights for its Comprehensive Annual Financial Report (CAFR) for fiscal year ended 2013.
This was the sixth consecutive year that the City has received this prestigious award. The
Certificate of Achievement is a prestigious national award that recognizes conformance with the
highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement a government unit must publish an easily
readable and efficiently organized CAFR with contents that conform to program standards. In
addition, an award winning CAFR must satisfy both generally accepted accounting principles
and applicable legal 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 GFOA for their consideration.



CONCLUSION

The preparation of this report could not be accomplished without the dedicated services of the
City’s auditors, City Management, and staff of the City’s Finance Department. The Finance staff
has worked extremely hard to ensure the accuracy and timeliness of this report.

Respectfully submitted,

Michael Aguilera
Director of Finance
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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 of Council
City of Glenn Heights, 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
Glenn Heights, Texas, as of and for the year ended September 30, 2014, and the related notes to the
financial statements, which collectively comprise the City of Glenn Heights, Texas’ 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 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, each major
fund, and the aggregate remaining fund information of the City of Glenn Heights, 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.

Change in Accounting Principle

As discussed in Note | to the financial statements, in 2014 the City adopted new accounting
guidance, GASB Statement No. 65, Items Previously Reported as Assets and Liabilities. 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, budgetary comparison information and TMRS funding schedule
on pages 4-13 and 43-45 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 Glenn Heights, Texas’ 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 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 March
27, 2015, on our consideration of the City of Glenn Heights, 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 Glenn
Heights, Texas’ internal control over financial reporting and compliance.

Patridlo Browm 4 HUL, L.LX

Waco, Texas
March 27, 2015
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Glenn Heights, Texas’ we offer readers of the City’s financial statements
this narrative overview and analysis of the financial activities of the City. We encourage the readers to
consider the information presented here in conjunction with additional information that we have
furnished in our letter of transmittal.

FINANCIAL HIGHLIGHTS

e For the fiscal year ended September 30, 2014, the City’s assets and deferred outflows exceeded
its liabilities by $18,402,751 (net position). Of this amount, $6,364,271 (or 34.6%) was
unrestricted.

e For the fiscal year ended September 30, 2014, net position increased by $1,081,613. In fiscal
year 2013 the increase was $1,662,531. The increase in fiscal year 2014 is primarily due to a
reduction in expenses. Expenses were reduced as a result of vacancies in multiply management
positions being filled later in the fiscal year than originally anticipated, and actual election
expenses were less than the budgeted amount.

e At fiscal year-end, the City’s governmental funds reported combined ending fund balances of
$3,853,051, of which $1,944,377 (or 50.5%) was available for spending at the City’s discretion
(unassigned and assigned).

e For fiscal year 2014, the City’s total capital assets net of accumulated depreciation decreased by
$451,695. The decrease is primarily due depreciation of capital assets.

e The City’s long-term liabilities decreased by $676,029. This decrease primarily relates to annual
debt service payments. No new debt was issued for any fiscal year 2014 capital purchases.

(This section left blank intentionally.)



OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts—management’s discussion and analysis (this section), the
basic financial statements, and required supplementary information. The basic financial statements
include two types of statements that present different views of the City:

e The first two statements are government-wide financial

statements that provide both long-term and short-term  REQUIRED Ef)(f\fﬁ(?&;ﬁ OF THE
information about the City’s overall financial status. CITY’S ANNUAL FINANCIAL REPORT

e The remaining statements are fund financial statements i
that focus on individual parts of the government,
reporting the City’s operations in more detail than the |Zawagement o Basic Required
government-wide statements. Diseussion Financial | | Supplementary

and Statements Information

e Governmental fund statements tell how general Analys
government services were financed in the short term as
well as what remains for future spending. .

e The financial statements also include notes to the
financial statements explaining some of the information
in the financial statements and provide more detailed -
data. T

e The report also contains other supplementary information
in addition to the basic financial statements themselves. Government-Wide Fund Thotee

Financial Financial 70 the

Statements Statements . .
Figure A-1 shows how the parts of this annual report are Fenancial
arranged and related to one another. Statements
The remainder of this overview explains the structure and contents

of each of the statements.

I Summary < > Detail
Government-wide Financial Statements

The government-wide financial statements report information about the City as a whole using
accounting methods similar to those used by private-sector businesses. The statement of net position
includes all of the government’s assets and liabilities. In the statement of activities, all of the current
year’s revenues and expenses are accounted for in the statement of activities regardless of when cash is
received or paid, and all of the City’s governmental activities and City services are combined and show
how they are financed.

Both government-wide statements report the City’s net position and how they have changed. Net
position, the difference between the City’s assets, deferred outflows of resources, and liabilities, are one
way to measure the City’s financial health or position. Over time, increases or decreases in the City’s net
position are an indicator of whether its financial health is improving or deteriorating, respectively.



Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most significant
(major) funds—not the City as a whole. Funds are accounting devices that the City uses to keep track of
specific revenue sources and spending for particular purposes.

e Governmental fund—The City’s basic services are included in governmental funds,
which focus on (1) how cash and other financial assets that can readily be converted
to cash flow in and out and (2) the balances left at year-end that are available for
spending. Consequently, the governmental fund statements provide a detailed short-
term view that helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City’s programs. Because
these funds do not encompass the additional long-term focus of the government-wide
statements, additional information is provided following each fund statement that
explains the relationship (or differences) between them.

e Some funds are required by State law, such as the debt service fund.

e Management may establish other funds to control and manage money for particular
purposes or to show that it is properly using certain revenue resources, such as capital
project funds.

Figure A-2 summarizes the major features of the City’s financial statements, including the portion of
the City government they cover, and the types of information they contain.

Figure A-2 - Major Features of the City's Government-wide and Fund Financial Statements

Type of Statements Government-Wide Fund Lewvel

Scope

Governmental Funds

Proprietary Funds

Entire City's government,
except fiduciary funds

The activities of the City that
are not proprietary or
fiduciary

Activities the City operates
similar to private business:
utilities

Required financial
statements

¢ Statement of Net Position

¢ Statement of Activities

¢ Balance Sheet

¢ Statement of Revenues,
Expenditures & Changes in
Fund Balances

+ Statement of Net Position

+ Statement of Revenues,
Expenses & Changes in Fund
Balances

4 Statement of Cash Flows

Accounting basis and
measurement focus

Accrual accounting and
economic resources focus

M odified accrual accounting
and current financial resources
focus

Accrual accounting and
economic resources focus

Type of asset/liability
information

All assets and liabilities, both
financial and capital, short-
term and long-term

Only assets expected to be
used up and liabilities that
come due during the year or
soon thereafter; no capital
assets included

All assets and liabilities, both
financial and capital, and short-
term and long-term

Type of inflow/outflow
information

All revenues and expenses
during year, regardless of when
cash is received or paid

Revenues for which cash is
received during or soon after
year end; expenditures when
goods or services have been
received and pay ment is made
during the year or soon
thereafter

All revenues and expenses
during the year, regardless of
when cash is received or paid




THE CITY AS AWHOLE (GOVERNMENT-WIDE)
FINANCIAL ANALYSIS

Over time net position serves as a useful indicator of a government’s financial condition. As noted
earlier, the City’s assets and deferred outflows of resources exceeded its liabilities by $18,402,751.

The largest portion of the City’s net position, $10,854,080 or 58.98%, represents the City’s investment
in capital (e.g., land, buildings, vehicles, equipment, and infrastructure) less any debt used to acquire
assets still outstanding at year end. Although the City’s investment in 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. Another portion
of the City’s net position, $1,184,400 or 6.44%, represents resources that are subject to external
restrictions on how they may be used (i.e., debt service, public safety, and capital improvements). The
remaining portion, $6,364,271 or 34.58% may be used at the City’s discretion to meet ongoing
obligations to its citizens and creditors (unrestricted).

At the end of the current fiscal year, the City is able to report positive balances in all three categories of
net position, both for the City 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'S NETPOSITION

Governmental Activities Business-type Activities Totals
2014 2013 2014 2013 2014 2013
Current and other assets $ 4,471,828 $ 4,382,086 $ 4,600,108 $ 4,030,147 $ 9,071,936 $ 8,412,233
Capital assets, net 5,727,742 5,812,367 9,159,115 9,526,185 14,886,857 15,338,552
Total assets 10,199,570 10,194,453 13,759,223 13,556,332 23,958,793 23,750,785

Total deferred
outflows of resources - - 13,575 15,838 13,575 15,838

Current and

other liabilities 279,285 371,637 775,372 803,126 1,054,657 1,174,763
Long-term liabilities 3,404,531 3,812,292 1,110,429 1,404,995 4,514,960 5,217,287
Total liabilities 3,683,816 4,183,929 1,885,801 2,208,121 5,569,617 6,392,050
Net position:
Net investment in
capital assets 3,057,623 2,985,184 7,796,457 7,914,978 10,854,080 10,900,162
Restricted 822,641 711,864 361,759 471,623 1,184,400 1,183,487
Unrestricted 2,635,490 2,313,476 3,728,781 2,977,448 6,364,271 5,290,924

Total net position $ 6,515,754 $ 6,010,524 $ 11,886,997 $ 11,364,049 $ 18,402,751 $ 17,374,573




The following table provides a summary of the City’s operations for the year ended September 30, 2014.
Overall, the City had an increase in net position of $1,081,613. This increase is attributable to the
governmental activities for $523,262 and business-type activities for $558,351. Revenues for business-
type activities increased by $17,292. Revenue associated with governmental activities increased by
$168,842. Significant variances in governmental activities revenues include the following.

$203 thousand increase in new revenue from Water/Wastewater franchise fees;

$41 thousand increase in sales tax revenue;

$75 thousand decrease in ambulance fees;

A decrease in municipal court cases resulted in a $65,450 decrease in municipal court fines.

Total expenses for governmental activities increased by $141,117, and total expenses for the City’s
business-type activities increased by $234,791 when compared to 2013. Expenses for governmental
activities and business-type activities in fiscal year 2014 compared to fiscal year 2013 due to numerous
factors. The primary factor is the filling of staff vacancies for the Deputy City Manager, Director of
Finance, Director of Human Resources, and City Planner. Expenses for business-type activities
increased by 6% in comparison to fiscal year 2013. This increase was primarily related to the payment
of franchise fees to the General Fund for the first time, which amounted to $203 thousand.



CHANGE IN THE CITY'S NET POSITION

Governmental Activities Business-type Activities Totals
2014 2013 2014 2013 2014 2013
Revenues:
Program revenues:
Charges for services $ 785237 $ 851,303 $ 4912267 $ 4,927,693 % 5,697,504 $ 5,778,996
Operating grants
and contributions 128,248 285,933 - - 128,248 285,933
Capital grants
and contributions - 4,526 51,428 58,772 51,428 63,298
General revenues:
Property taxes 3,206,127 3,100,573 - - 3,206,127 3,100,573
Sales taxes 457,443 416,161 - - 457,443 416,161
Franchise fees 574,502 334,731 - - 574,502 334,731
Interest 18,3