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March 4, 2014
Honorable Mayor Jimmy Sims and Members of the Orange City Council

The Comprehensive Annual Financial Report (CAFR) of the City of Orange for the fiscal year ended
September 30, 2013 is submitted herewith in accordance with Article I1I, Section 3.14 of the Charter
of the City of Orange. This report is submitted by the City to provide financial information to the
citizens of Orange, state and federal agencies, investors and other interested parties. We believe
the information, as presented, is accurate in all material aspects, that it is presented in a manner
designed to set forth fairly, in all material respects, the financial position and results of operations
of the City as measured and reported by the financial activity of its various funds,; and that all
disclosures necessary to enable the reader to gain an adequate understanding of the City's financial
position have been included.

This report consists of management s representations concerning the finances of the City of Orange.

Consequently, management assumes full responsibility for the completeness and reliability of all of
the information presented in this report. To provide a reasonable basis for making these
representations, management of the City of Orange has established a comprehensive internal
control framework that is designed both to protect the government’s assets from loss, theft, or
misuse and to compile sufficient reliable information for the preparation of the City of Orange’s
financial statements in conformity with Generally Accepted Accounting Principles (GAAP). Because

the cost of internal controls should not outweigh their benefits, the City of Orange’s comprehensive

Jframework of internal controls has been designed to provide reasonable rather than absolute

assurance that the financial statements will be free from material misstatements. As management,

we assert that, to the best of our knowledge and belief, this financial report is complete and reliable

in all material respects.

The City of Orange’s financial statements have been audited by Charles E. Reed and Associates ,
PC a firm of licensed certified public accountants and consultants. The goal of the independent
audit was to provide reasonable assurance that the financial statements of the City of Orange for
the fiscal year ended September 30, 2013, are free of material misstatement. The independent audit
involved examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The independent auditor
concluded, based upon the audit, that there was a reasonable basis for rendering an unqualified
opinion that the City of Orange s financial statements for the fiscal year ended September 30, 2013,
are fairly presented in conformity with GAAP. The independent auditor s report is presented as the
Jirst component of the financial section of this report.

803 W Green Avenue P.O.Box 520 Bange, Texas 776310520 (409) 886-361]



The independent audit of the financial statements of the City of Orange was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal grantor agencies.
The standards governing Single Audit engagements require the independent auditor to report not
only on the fair presentation of the financial statements, but also on the audited government's
internal controls and compliance with legal requirements, with special emphasis on internal
controls and legal requirements involving the administration of federal awards. These reports are
available on pages 157 through 166.

GAAP requires that management provide a narrative introduction, overview, and analysis o
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to compliment MD&A and should be read in
conjunction with it. The City of Orange’s MD&A can be found immediately following the report of
the independent auditor.

PROFILE OF THE GOVERNMENT

The City of Orange is located in the southeastern corner of Texas in the area known as the "Golden
Triangle". The City is in the eastern section of the Beaumont-Orange-Port Arthur "Golden
Triangle”, situated on the Intracoastal Waterway. The City is the County seat of Orange County
which was created and organized in 1852. The City of Orange currently occupies a land area of
21.4 square miles and serves a population of 18,595. The City of Orange is empowered to levy a
property tax on both real and personal properties located within its boundaries. It also is
empowered by state statute to extend its corporate limits by annexation, which occurs periodically
when deemed appropriate by the governing council.

The City of Orange is a home-rule municipal government operating under the “council-manager”

form of government since 1914. Policy making and legislative authority are vested in a governing
council consisting of the mayor and six other members. The number of council members was
changed from four to six by special election on May 8, 2010. The governing council is responsible,
among other things, for passing ordinances and resolutions, adopting the budget, appointing
committees, and hiring the government’s City Manager, City Secretary, City Attorney and City
Judge.

The council is elected on a non-partisan basis. Two council members and the mayor are elected
from the city at-large. Four council members are elected by the qualified voters residing in single-
member districts. The City began a redistricting process in fiscal year 2011 and it was completed
in December 2011. The mayor and council members are elected to serve three-year staggered
terms. No member of the Council can hold office for more than five consecutive terms.

The City Manager is responsible for carrying out the policies and ordinances of the governing
council, for overseeing the day-to-day operations of the government, and for appointing the heads
of the various departments.

The City of Orange provides a full range of services, including police and fire protection; the
construction and maintenance of highways, streets, and other infrastructure; water, sewer and
sanitation services; and recreational activities and cultural events. The City of Orange is financially



accountable for the legally separate Orange Economic Development Corporation which is reported
separately within the City of Orange’s financial statements. Additional information on this legally
separate entity can be found in the notes to the financial statements (See Note 1.4). The City of
Orange is not financially accountable for any of the other area entities within it's jurisdiction such
as school districts or other non-profit or for profii corporations.

The annual budget serves as the foundation for the City of Orange s financial planning and control.
All departments of the City of Orange are required to submit requests for appropriations to the City
Manager during the annual budget process. The City Manager uses these requests as the basis for
developing a proposed budget. The City Manager then presents this proposed budget o the City
Council for review forty-five days prior to the beginning of each budget year. The Council is
required to hold a public hearing on the proposed budget and to adopt a final budget by no later
than the 27" day of the last month of the fiscal year (September 27"). The appropriated budget is
prepared by fund and department (e.g. police), character (e.g. personnel cost), and object (e.g.
salaries). Department heads may request the transfer of funds between object codes within their
departments. These transfers are submitted to the City Council for final approval by the City
Manager. The City Manager may at any time, with the approval of the City Council, transfer any
unencumbered appropriation, between general classification of expenditures within any department
or agency of the City.

Budget to actual comparisons are provided in this report for each individual governmental fund for
which an appropriated annual budget has been adopted. For the General Fund, this comparison
is presented on page 39 as part of the basic financial statements for the governmental funds. For
governmental funds, other than the General Fund, with appropriated annual budgets, this
comparison is presented in the governmental fund subsection of this report, which starts on page
89.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the City of Orange
operates.

Local economy

The City of Orange has had to face several years of rebuilding following two major hurricanes and
two minor hurricanes to hit the area.

On September 23, 2005 the City of Orange was hit by Hurricane Rita a category three hurricane.
The damage to the area was extensive. On September 13, 2008 the City of Orange was once again
hit by a major hurricane. Hurricane Ike was a category two storm, but had a devastating storm
surge.

While most hurricane recovery cost occur in the years directly following the hurricane, the City
continues to have hurricane recovery costs within the Special Revenue Governmental Funds. In



fiscal year 2013 the City was still working to complete several infrastructure projects associated

withtwo (2) 2008 Supplemental Disaster Recovery Fund Grants passed through the Texas General
Land Office (GLO). These grants are Supplemental Disaster Recovery Grant Round 2.1 and Round
2:2.

Sales taxes have varied widely over the last eight fiscal years. In the fiscal year following the major
hurricanes, the City saw large spikes in the collections of sales tax due to repairs. These then
declined to a more normal level over time. In fiscal year 2009 the City saw a 35.43% jump in sales
tax. Since then the City saw the sales tax fall 18.64% in fiscal year 2010 and 6.54% in fiscal year
2011. Infiscal year 2013 the City saw an increase in sales tax collections of 3.61%. The City had
not anticipated any growth in sales tax and budgeted sales tax revenue growth would be fairly flat,
The increase in sales tax, over what was anticipated, did result in sales tax revenue being up by
$80,503 for the fiscal year.

Long-term financial planning.

Industrial District Contracts (IDCs) provided 37.5% of the revenue for the City’s general fund in
fiscal year 2013. The City presently has seventeen IDCs in place. In fiscal year 2012 four of the
IDCs came up for renewal. During the renewal process the City was able to renegotiate seven
IDC'’s for a new longer term of 15 years. These renewals included the four that were up for renewal
and three others that wanted to take advantage of the new contracts that were being offered. The
new contracts are set at 93% of the ad valorem tax rate. This increased the amount of IDC billing,
in fiscal year 2013, by 25%.

In prior years the City’s ad valorem tax rate had remained constant, at 30.745/8100, from fiscal
year 2008 to fiscal year 2012. During budget preparations it was always a high priority of the
Council to control the tax rate. When the new Industrial District Contracts were being negotiated
it was part of the discussion that any additional funds would, in part, help offset the ad valorem tax
rate. The City was able to lower the ad valorem tax rate to $0.70/8100 in fiscal year 2013. In
upcoming fiscal year 2014 the ad valorem tax rate was lowered to §0.69/8100.

The remainder of the IDC’s come up for renewal in 2014, and the City anticipates that any new IDC
contracts will follow the same format. If property and industrial values remain fairly constant it is
anticipated that the tax rate may be lowered in upcoming fiscal years.

The Orange Economic Development Corporation (EDC) continues to pursue the development of the
City. The goals of the EDC are to assist the development retail growth, promole housing
development and help businesses with the retention of jobs. The establishment of the Downtown
Master Plan had the goal of revitalizing and developing the downtown area of Orange as a priority.

Relevant Financial Policies
With the location of the City along the Gulf Coast, the possibility of hurricane activities is present

yearly. The City of Orange Charter established that estimated expenditures shall not exceed
estimated resources, which includes available reserves. Although the expenditure of reserve funds



is allowed by the charter, the Orange City Council has always taken a conservative approach lo
budgeting.

The Orange City Council has a long standing policy to keep a 20% operational cushion of available
reserves in the General Fund and Water, Sewer and Sanitation Enterprise Funds. This is reviewed
annually when the City budget is formulated. This policy has placed the City in a good position
when economic conditions have changed suddenly or where hurricane repairs were needed
immediately.

Major Initiatives

In fiscal year 2011 the City was awarded an additional grant from the Texas General Land Office
(GLO), formerly Texas Department of Rural Affairs (TDRA) for the rehabilitation of the City’s
Coopers Gully Lift Station as well as the resurfacing and repair of various streets and bridges. The
total Round 2.1 grant award is $6,401,138. Initial planning and engineering were begun in fiscal
year 2012. In fiscal year 2012 the City had $405,998 in expenditures related to this grant. Infiscal
year 2013 there were an additional 81,824,296 in expenditures related to this grant. This grant will
be ongoing in fiscal year 2014.

In fiscal year 2012 the City was awarded another additional grant from the Texas General Land
Office (GLO) for drainage improvement in Cooper’s Gully and security lighting at Central Fire
Station. The total Round 2.2 grant award is $3,532,892. Initial planning started on the grant in
fiscal year 2012. In fiscal year 2013 the City had $18,937 in expenditures related to this grant. This
grant is ongoing in fiscal year 2014.

The City of Orange is located along the banks of the Sabine River and the proximity to water has
always been viewed as a valuable development tool that needed to be used. The Downtown Master
Plan, completed by the Orange Economic Development Corporation (EDC), acknowledged the
importance of the river in developing the downtown area.

In 2010 the Orange EDC began a process to make use of the City’s downtown area along the Sabine
River. The major component of this development started with a project to stabilize the riverfront
and allow the City and it’s citizens to make use of the area with the development of a riverfront park.
Alternate projects were also designed to fully utilize this area.

The Orange EDC hired Studio Red Architects and Jeffrey K. Carbo FASLA to design the project.
In fiscal year 2012 the Orange EDC issued sales tax bonds and started construction on the
Downtown Riverfront Project which inciuded the stabilization of the river front, development of a
boardwalk/park area, and the construction of a performance pavilion.

In May 2013 the Downtown Master Plan Riverfront Park Project and several alternate projects
were completed. The grand opening was celebrated on May 17, 2013 with a weekend of activities
making use of the new park and facilities. The Orange EDC is currently scheduling various other
events throughout the next fiscal year.



AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Orange for its comprehensive annual financial
report (CAFR) for the fiscal year ended September 30, 2012. This was the 21st consecutive year
(1992-2012) that the government has received this prestigious award. In order to be awarded a
Certificate of Achievement, the government published an easily readable and efficiently organized
CAFR. This report satisfied both GAAP 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.

The preparation of this report could not be accomplished without the efficient and dedicated services
of the entire staff of the Finance Department. I would like to express appreciation to all members
of the department and other City Officials and employees who contributed to its preparation.

%L};Stﬁdly submitted, i E:
i h

Shawn Qubre Gail Englis
City Manager Director of Finance
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INDEPENDENT AUDITCR'S REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of City of Orange, Texas as of and for the year ended September 30, 2013, 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. The financial statements of the discreetly presented component unit, the City of Orange
Economic Development Corporation were not audited in accordance with Government Auditing Standards.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement. .

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Orange, Texas, as
of September 30, 2013, and the respective changes in financial position, and, where applicable, cash flows

thereof and the respective budgetary comparison for the General Fund, for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

15
3636 Professional Drive « Port Arthur, Texas 77642 « (409) 983-3277 -+ Fax: (409) 983-3270



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 17-32 and 84-87 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 Orange, Texas basic financial statements. The introductory section, combining and individual
nonmajor fund financial statements, and statistical section, are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The 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, budgetary comparison 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 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 3, 2014, on our
consideration of the City of Orange, 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 controt over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering City of Orange, Texas’ internal control over financial reporting and compliance.

Jdia € Rud + Abbociates, fr.

Charles E. Reed & Associates, P.C.
Certified Public Accountants
Port Arthur, Texas

March 3, 2014
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Management’s Discussion and Analysis
For the year ended September 30, 2013

As management of the City of Orange, we offer readers of the City of Orange’s financial statements
this narrative overview and analysis of the financial activities of the City of Orange for the fiscal year
ended September 30, 2013. 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 3 to 8 of this report.

Financial Highlights

° The assets of the City exceeded its liabilities at the close of the most recent fiscal year by
$64,187,966 (net position). Of this amount, $9,616,870 (unrestricted net position), may be
used 1o meet the government’s ongoing obligations to citizens and creditors.

° The City’s total net position increased by $3,569,319, a 5.9% increase for the fiscal year.
Governmental activities had an increase in total net position of $2,134,265 which is a 8.5%
increase over the prior fiscal year. The business type activities had an increase in fotal net
position of $1,435,054 which is a 4.0% increase from the prior fiscal year.

® The City’s total net position also had a prior period adjustment of ($366,983) from the
implementation of GASB 65. This was for the balance of bond issue costs that were being
amortized over the life of the bond issues.

e The largest component of change in net position was for changes in capital assets. The
amount invested in capital assets (net of related debt) increased by $2,014,111, which is a
4.0% increase. This change was due, in large part, to the Texas General Land Office Grants
Jor street construction and storm sewer construction in the amounts of $1,805,635.

° As of the close of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $7,482,791, an increase of $950,382 in comparison with the prior
year. Of the total amount, $5,108,704 is available for spending at the government’s
discretion (unassigned fund balance). The largest fund balance change was in the general
fund for an increase of $3915,673. The general fund expenditures were under budget by
$817,359.

o Within the general fund the largest budgetary savings were in personnel services and
maintenance services line item categories.

e Unassigned fund balance for the General Fund was $5,108,704 or 31.3% of total general
Jund expenditures at September 30, 2013.

° The City's total long-term bonded debt decreased by $1,905,000. There were routine bond
payments of $670,000 in Governmental Activities. There were $5,440,000 in new bonds
issued to refund $5,155,000 in older refunding bonds. There were routine bond payments of
$1,520,000 in the Business-Type Activities.

® The City had additional Hurricane Ike recovery costs during fiscal year 2013 that were paid
through grants. On September 13, 2008 the City was hit by Hurricane Ike. Hurricane Ike
was a category two storm at the time it came on shore but had a devastating storm surge
which caused extensive flooding damage to many homes, businesses and City buildings and
Jacilities. Hurricane Ike has been classified as the third most destructive hurricane fo ever
make landfall in the United States.

17



o In fiscal year 2011 the City was awarded Supplemental Disaster Recovery Funds (Round 2.1),
Jfrom the Texas General Land Office (GLO), in the amount of $6,401,138. This grant was
awarded to fund the repair of the Cooper’s Gully pump station as well as various street and
bridge repairs. In fiscal year 2012 the City had $405,998 in expenditures related to this
grant. In fiscal year 2013 the City had 31,824,296 in expenditures related to this grant.

o In fiscal year 2012 the City was once again awarded Supplemental Disaster Recovery Funds
(Round 2.2) from the Texas General Land Office (GLO), in the amount of $3,532,892. This
grant was awarded to fund additional concrete lining of Cooper’s Gully and security lighting
at Central Fire Station. In fiscal year 2013 City had $18,937 in expenditures related to the
grant.

» The City also received other special revenue grants fo fund various other projects.

e In fiscal year 2013 the City was awarded a Federal Highway Administration, Texas
Department of Transportation Grant, in the amount of $565,942, to reimburse the City for
cost associated with the relocation of utilities along IH 10. In fiscal year 2013 the City had
330,555 in expenditures.

° In fiscal year 2013 the City was awarded a Federal Highway Administration, Texas
Department of Transportation Grant, in the amount of $322,500, to pay highway-railroad
crossing consolidation and closure costs in conjunction with a Rail Road Quiet Zone. In
fiscal year 2013 the City had $76,421 in expenditures

d The City also had ongoing expenditures related to recurring federal grants such as the
Department of Housing and Urban Development Community Development Block Grant
Entitlements $394,721, Department of Justice Assistance Grants $103,215, and Department
of Homeland Security Emergency Management Performance $29,891.

Overview of the Financial Statements

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

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the City of Orange’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 showing how the City’s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this siatement for some items that will only result in cash flows in future

18



Jiscal periods (e.g., uncollected taxes and earned but unused vacation and sick leave).

Both of the government-wide financial statements distinguish functions of the City of Orange that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
Junctions 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 of Orange include general
government, cultural and recreation, public safety, and public works. The business-type activities of
the City of Orange include the Water and Sewer activities and Sanitation.

The government-wide financial statements include not only the City of Orange itself (known as the
primary government), but also a legally separate economic development corporation for which the
City of Orange is financially accountable. Financial information for this component unit is reported
separately from the financial information presented for the primary government itself,

The government-wide financial statements can be found on pages 36 and 37 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City of Orange, 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 of Orange can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements Jocus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
Jfinancial requirements.

Because the focus of governmental funds is narrower than that of the government-wide Jinancial
Statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government's near-term
Jinancial 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 fund and governmental activities.

The City maintains twenty one (21) individual governmenial 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, debt service fund and
capital projects fund, all of which are considered to be major funds. Data from the other eighteen
(18) governmental funds are combined into a single, aggregated presentation. Individual fund data
Jor each of these nonmajor governmental funds is provided in the form of combining statements
elsewhere in this report.

The City of Orange adopts an annual appropriated budget for its general fund. A budgetary
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comparison statement has been provided for the general fund to demonstrate compliance with this
budget.

The basic governmental fund financial statements can be found on pages 38 to 41 of this report.

Proprietary funds. The City of Orange maintains two different types of proprietary funds.
Enterprise funds are used fo 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 and
sewer activities and the sanitation activity. Internal service funds are an accounting device used to
accumulate and allocate costs internally among the City’s various functions. The City of Orange uses
an internal service fund to account for its workers’ compensation insurance. Because this service
predominantly benefits governmental rather than business-type functions, it has been included within
governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements,

only in more detail. The proprietary fund financial statements provide separate information for the
Water and Sewer Fund and the Sanitation Fund, both of which are considered to be major funds of
the City. Conversely, both internal service funds are combined into a single, aggregated presentation
in the proprietary fund financial statements. Individual fund data for the internal service funds is
provided in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 42 to 44 of this report.

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

The basic fiduciary fund financial statement can be found on page 45 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found on pages 46 to 87 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City’s progress in funding
its obligation fo provide pension benefits to its employees. Required supplementary information can
be found on pages 88 to 91 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are

presented immediately following the required supplementary information on pensions. Combining
and individual fund statements and schedules can be found on pages 93 to 131 of this report.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City of Orange, assets and deferred outflows exceeded liabilities and
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deferred inflows by $64,187,966 at the close of the most recent fiscal year.

By far, the largest portion of the City of Orange’s net position (83 %) reflects its investment in capital
assets (e.g., land, buildings, infrastructure, vehicles, machinery and equipment), less any related
debt used to acquire those assets that is still outstanding. The City of Orange uses these capital
assets to provide services to citizens, consequently, these assets are not available for future spending.
Although the City of Orange’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.

City of Orange’s Net Position

Governmental Activities — Business-Type Activities Total
2013 2012 2013 2012 2013 2012

Current and other $11,357,911 310,285,708 85,213,245 $5,005,017 $16,571,156 815,290,725
assets
Capital assets 28,432,542 27,551,483 41,322,737 41,873,614 69,755,279 69,425,097

Total assets 39,790,453 37,837,191 46,535,982 46,878,631 86,326,435 84,715,822
Deferred outflow of 267,991 - [4] - 267.991 -
resources {a)
Long-term liabilities 11,427,711 11,570,671 8,469,739 10,023,831 19,897,450 21,594,502
outstanding
Other liabilities 1,630,627 1,269,193 868,821 866,497 2,499,448 2,135,690

Total liabilities 13,058,338 12,839,864 9.338.560 10,890.328 22,396,898 23.730.192
Deferred inflow of g - 9,562 = 9,562 -
resources (aj
Net position.
Net investment in 19,963,533 18,716,218 32,963,175 32,196,379 52,926,708 50,912,597
capital assets
Restricted 155,728 14,862 1,488,660 1,434,849 1,644,388 1,449,711
Unrestricted 0.880.845 6,266,247 2,736,025 2,357,075 92,616,870 8.623.322

Total net position $27,000,106 $24.997, 327 $37.187,860 $35,988,303  $64,187,966 $60,985.630

(a) The City implemented GASB 65, Items Previously Reported As Assets and Liabilities, in fiscal year 2013.

An additional portion of the City of Orange’s net position, 31,644,388 (2.6%) represents resources
that are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net position $9,616,870 may be used to meet the governments’s ongoing obligations to
citizens and creditors.

At the end of the current fiscal year, the City of Orange is able to report positive balances in all three
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categories of net position, both for the government as a whole, as well as for its separate
governmental and business-type activities. The same situation held true for the prior fiscal year.

As reflected in the following table the City’s net position increased by $3,569,319 during the current
fiscal year. Net position for the governmental activities increased $2,134,265 and net position for
the business-type activities increased $1,435,054.

Capital asset changes were the largest component of the increase. The largest assets added were
$1,236,385 East Town street improvements, Pierce Aerial Fire Truck $964,080 ($907,880 was
construction in progress last year), $656,000 utility line extension on MLK Drive, $569,250 for
Cooper’s Gully upgrades, $193,097 street overlay/resurfacing, $159,440for seven (7) police vehicles
and the Septic Sewer Dump Station $185,400 ($135,186 was construction in progress last year).
Overall capital assets increased by $2,014,111, net of related depreciation and debt.

City of Orange’s Changes in Net Position

Governmental Activities Business-Type Activities Total
2013 2012 2013 2012 2013 2012
Revenues:
Program revenues:
Charges for services 31,500,305 $1,536,269  $9,482,465 $9,091,483  $10,982,770  $10,627,752
Operating grants and 721,281 1,410,679 0 0 721,281 1,410,679
contributions
Capital grants and 1,916,105 6,804,978 772,900 72,611 2,689,005 6,877,589
contributions
General revenues:
Property taxes 5,868,244 6,096, 780 - - 5,868,244 6,096,780
Sales tax 2,309,982 2,229,480 - - 2,309,982 2,229,480
Other taxes 603,799 553,828 -- - 603,799 553,828
Franchise taxes 282,092 306,524 - -~ 282,092 306,524
Payment-in-lieu of taxes 6,457,311 5,162,155 -- - 6,457,311 5,162,155
Unrestricted investment 20,490 22,267 9141 18,516 29,631 40,783
earnings
19,679,609 24,122,960 10,264,506 9,182,610 29,944,115 33,305,570
Expenses:
General government 1,686,907 1,449,759 - - 1,686,907 1,449,759
Cultural and recreation 1,721,378 1,506,522 = -- 1,721,378 1,506,522
Public safety 10,244,710 10,124,888 - -~ 10,244,710 10,124,888
Public works 3,593,133 4,294,614 - - 3,593,133 4,294,614
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Interest on long term 299,216 426,512 - - 299,216 426,512

debt
Water - - 2,800,457 2,416,132 2,800,457 2,416,132
Sewer - - 4,367,032 4,217,375 4,367,032 4,217,375
Sanitation = = 1,661,963 1,629,934 1,661,963 1,629,934
Total expenses 17545344 17,802,295 8,829,452 8,263,441 26,374,796 26,065,736
Increase (decrease) before 2,134,265 6,320,665 1,435,054 919,169 3,569,319 7,239,834
transfers
Transfers 9 26,186) 0 26.186 [/ [/
Incz:ease (decrease) in net 2,134,265 6,294,479 1,435,054 945,355 3,569,319 7,239,834
position
Net position - beginning 24,997,327 18,702,848 35,988,303 35,042,948 60,985,630 53,745,796
Net position restatement - see (8131,486) - (8235,497) - ($366,983) =
note Section V (B)
Net position - ending 327,000,106 324,997,327 $37,187.860 $35,988,303 $64,187.966  $60,985,630

Governmental Activities - Revenues by Source

Capital grants/contributions $1,916,105

Property taxes $5,868,244.

Operating grants/contributions $721,284
Charges for services $1,500,308

Investment earnings $20,450
Other taxes $603,799

Sales fax $2,309,582

Franchise taxes $282,092 Payment-iin-lieu of taxes $6,457,311

Governmental activities: Governmental activities increased the City of Orange’s net position by
82,134,265, which is 60% of the total change in City wide net position. Major elements of this
change are as follows:

. The largest change, for governmental activities net position, was the increase in capital assets

(net of related debt) of $1,247,315. The governmental funds had grant related expenditures
on the East Town Street Improvements, Cooper’s Gully upgrades, and Railroad Quiet Zone
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Project. The governmental funds also had overlay and resurfacing of various streets, and the
purchase of ten (10) vehicles for various departments.

Overall unrestricted net position increased by $614,598. The major component were budget
under runs in the General Fund. Various budget line-items, for personnel services and
maintenance services, ended up under budget at the end of the fiscal year. This was the resuit
of many factors but some of the largest are personnel changes during the year and utility, fuel
and some maintenance costs being less that anticipated. Personnel costs were under budget
$257,121 and maintenance services were under budget $408,293.

There was a prior period restatement of ($131,486) to net position resulting from the
implementation of GASB 65. This adjustment was for bond issue costs that were amortized
in prior periods and now are being expenses.

Governmental Activities - Expenses and Program Revenues
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Business-type activities: Business-type activities increased the City of Orange’s net position by
$1,435,054, thereby accounting for 40% of the total increase in the net position of the City of
Orange.

The business-type activities saw overall charges for services increase by $390,982 in large
part due to a 5% increase in water and sewer rates and a 1.9% increase in sanitation rates
during fiscal year 2013.

The business-types activities had capital grants and contributions in the amount of $772, 900.
This amount was made up of $656,000 contribution from Orange EDC for MLK Utility
Extension, $86,345 radio read meters for Knox & Decatur paid for by Community
Development Block Gant funding, and $30,555 IH10 Utility Relocation paid for by Texas
Department of Transportation Grant.

The business-type activities saw operating expenses increase by $566,011, 7% for the fiscal
year. This included a loss on capital asset disposition of $534,800. This resulted from various
pieces of equipment that were retired because they were no longer in use or inoperable.
There was a prior period restatement of ($235,497) to net position resulting from the
implementation of GASB 65. This adjustment was for bond issue costs that were amortized
in prior periods and now are being expenses.

Financial Analysis of the Government’s Funds

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

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

As of the end of the current fiscal year, the governmental funds reported combined ending fund
balances of $7,482,791, an increase of $950,382 in comparison with the prior year. The unassigned
Jund balance total was $5,108, 704 which is 68% of total fund balance. The unassigned fund balance
is available for spending at the government’s discretion.

Nonspendable Inventories $ 101,349
Restricted for: Cultural and recreation $ 117,333
Debt service $ 155,728
Public safety $ 904,580
Public works $ 54,177
Tourism and promotion $ 976,036
Assigned to: Capital outlay $ 62,599
Economic development 3 2,285
Unassigned 33,108 704

The General Fund is the chief operating fund of the City of Orange. At the end of fiscal year 2013
the General Fund had an unassigned fund balance of $5,108, 704, which is $938,685 more than the
prior fiscal year. The unassigned fund balance is 31% of the expenditures of the General Fund for
fiscal year 2013.

The change in unassigned fund balance was composed of:

e The General Fund's overall revenue increased by $1,518,596.

° The City saw an increase of $1,295,156 in industrial district payments. This increase was due
to the IDC contracts renewals in fiscal year 2012.
e The City saw an increase of $157,739 in property tax collections.

e General Fund expenditures decreased overall by $219,492, which is a 2% decrease. While
there were changes in various categories of expenditures the biggest change was for hurricane
recovery costs. In fiscal year 2012 the General Fund had hurricane recovery expenditures
of $263,488. The City did not have any hurricane recovery cost, within the General Fund,
Jor fiscal year 2013. The City did give a 2% COLA for fiscal year 2013.

The Debt Service Fund had a fund balance of $155, 728 which is restricted for debt service payments.
This is an increase of $79,634 and represents the fluctuation in property tax collection for the fiscal
year.

The Capital Projects Fund was established to account for funds that are to be used for general capital
improvement projects of the City and has a fund balance of $62,599 which is assigned to capital
outlay. There was a reduction of $31,309 to cover City portion of railroad quiet zone delinerator
project.

The Other Governmental Funds are all Special Revenue Funds and as such are legally restricted or

assigned to the established use of the fund. The Other Governmental Funds had fund balances
totaling $2,054,411. This is a reduction of $13,616 from the prior year.
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Proprietary funds. The City of Orange’s proprietary funds provide the same type of information
Jound in the government-wide financial statements, but in more detail.

The unrestricted net position of the Water and Sewer Fund was $1,737,126. This is a $308,328
increase from the prior fiscal year. The water and sewer utility rates were increase by 5% in fiscal
year 2013. Water and sewer utility revenues increased by $388,982. Operating expenses increased
by $40,197, 0.6%. The largest changes in expenses were an increase in administrative expenses of
$124,946 and an increase in personnel costs of $76,397. The City gave a 2% COLA in fiscal year
2013. There was a decrease in utilities of $93,834 due in part to fuel refund adjustment granted
during the year from our electric utility provider.

The unrestricted net position of the Sanitation Fund was $1,034,758. This is a $131, 736 increase
Jrom the prior fiscal year. The sanitation rates were increased 1.9% in fiscal year 2013. This was
to offset the CIP adjustment allowed by our contracted sanitation vendor on an annual basis. The
operating revenues increase $2,064 for the fiscal year. Operating expenses increased by $33,968.

In fiscal year 2012 there was a transfer infout between the Sanitation Fund and the Water and Sewer
Fund for $250,000. The amount was transferred from the Sanitation Fund to the Water and Sewer
Fund to pay for the construction of a Sewer Septic Receiving Station. The project was started in
fiscal year 2012 and completed in fiscal year 2013. This station started operations in fiscal year
2013 on a fee basis.

General Fund Budgetary Highlights

There was one budget amendment that affected the General Fund for fiscal year 2013. The
amendment totaled $160,476 in additional appropriations.

Amendment  ($66,915) To amend the budget for additional revenue received on standby
#1 time at local industries.

227,391 To amend the budget for expenditures for increased costs in various
line items. The largest of these increases were (1) additional
payroll costs associated with excess accrual time per contract and
payment of standby overtime costs $125,400. (2) adjustment o
radio maintenance for regional radio system $55,990 and (3)
necessary repairs to property on 8" street $34,400.

Total $160,476

This amendment was funded in part by the receipt of additional revenue for $66,915 and the use of
unassigned fund balance in the amount of $160,476.

Final budget comparison to actual results - The most significant differences between the actual
budgeted expenditures and actual expenditures were as follows:
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Original Amended Actual Variance

Budget Budget Expenditures
Personnel Services 311,988,361 $12,121,552 $11,864,431 ($257,121)
Maintenance & Services 3,771,326 3,827,709 3,412,992 (408,293)

During the fiscal year the general fund had various changes in employee within positions. These
changes result from employees retiring or leaving during the year. Sometimes the positions were
vacant for a period of time while they were being filled and in most cases the new employees enter
at a lower grade on the City pay scale. This resulted in variances in salaries and benefits during the
fiscal year.

The maintenance and services category saw a large reduction in electricity costs for the year.
Electricity costs ended up being under budget by ($3181,987). The large reason for change was the
allocation of fuel adjustment credit given to customers during the fiscal year. This category also saw
a savings of ($42,555) in petroleum purchases for the year. This savings was a result of slightly
lower gasoline/diesel prices for the fiscal year. Other smaller savings were spread out over various
accounts within this category.

Capital Assets and Debt Administration

Capital Assets - The City of Orange’s investments in capital assets for its governmental and business
type activities, as of September 30, 2013, amounts to $69,755,279 (net of accumulated depreciation).
The investment in capital assets includes land, buildings, furniture, fixtures and books, improvements
other than buildings, machinery and equipment, streets, transportation vehicles, and construction in
progress.

Capital assets in the governmental activities increased by $881,059, 3.2%, in this fiscal year.
Capital assets in the business-type activities decreased by ($550,877), (1.3%).

City of Orange Capital Assets (net of depreciation)

Governmental Activities Business-Type Activities Total
2013 2012 2013 2012 2013 2012

Land $1,585,658 $1,585,658 $725,560 $725,560 $2,311,218 $2,311,218
Buildings 17,436,669 18,004,762 351,526 360,791 17,788,195 18,365,553
Furniture, fixtures and books 706,989 828,141 -- -~ 706,989 828,141
Improvements other than - - 38,223,371 39,322,429 38,223,371 39,322,429
buildings

Machinery, equipment, 4,483,456 3,937,398 996,991 943,417 5,480,447 4,880,815
vehicles and improvements

Vehicles - - 258,114 365,661 258,114 365,661
Streets 1,819,196 1,812,151 - - 1,819,196 1,812,151
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Construction in progress 2,400,574 1,383,373 767,175 155,756 3.167.749 1,539,129

Total $28,432 542 $27.551.483  $41,322,737  $41,873,614  $69,755.279 369, 425.097

Major capital asset events during the current fiscal year included the following:
Governmental Activities

In fiscal year 2013 the governmental activities had an increase in capital assets, before depreciation,
of $1,119,778. The major components of change in fiscal year 2013 were:

Buildings -
e Improvements to various City buildings $90,426.
® Demolition of old log cabin visitor center ($10,800).

Machinery, equipment, vehicles and improvements -

J Pierce Aerial Fire Truck in the amount of $964,080. Most of the cost, $907,880, was
transferred from construction in progress for the amount that was paid last year while
the truck was in the manufacturing process.

e Vehicle purchases for inspections (1) $20,263, parks (1) $21,512, police (7) $159,440
and streets (1) $21,207.

® Purchase of Kubota slope mower $85,813.

° Receipt of Zodiac Pro Ridgit Boat by grant passed through Orange County $52, 700.

° Purchase of two Dixie Choppers for parks $17,567.

® Deletion of obsolete radio equipment ($530,511). The City’s radio system was
upgraded in fiscal year 2012.

° Older aerial fire truck was deleted and traded in (3478,294).

° Deletions due to the trade-in or transfer of vehicles to other funds ($330,705).

° Obsolete tools and equipment was removed in the amount of ($57,349).

Furniture, fixtures and books -

Purchase of playground equipment at Northway Park $49,968.

® Library materials $8,545.

® Obsolete computer equipment was deleted ($172,883).

e Older river walk lighting was removed ($78,940).

e Other obsolete/inoperable equipment removed ($31,366).
Infrastructure -

e Street overlay and resurfacing for $193,097.

Construction in Progress -

° East town street improvement project $1,236,385.
° Cooper’s Gully upgrades $569,250.
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Railroad Quiet Zone project $78,506.

Improvements to Taggart House property at 8" street $34,440.

Meals on Wheels sidewalk $6,500.

Transfer out for aerial fire truck that was under production in prior fiscal year
(3907,880).

Business Type Activities

In fiscal year 2013 business-type activities had an increase in capital assets, before depreciation, of
$703,202. The major capital expenditures included:

Improvements -

®
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Septic Dump Station Completed $185,400, 3135, 186 transferred from construction in
progress.

Meters and settings $206,007, of this $86,345 was purchased through CDBG Grants
funds.

Sewer repairs Area II SSO $95,194.

Water main improvements $43, 750.

Hand held meter reading computer equipment $21,149.

Jackson WWIP primary clarifier drive repair $20,151.

Water system components from prior purchased systems ($430,000).

Jackson WWTP components replaced ($148,354).

Various lift stations components replaced ($30,750).

Obsolete/inoperable computer and communication equipment ($16,652).

Machinery, equipment and improvements -

Pumps and other equipment repairs/replacements for Jackson WWITP $113,027.
VFD controllers for Meeks Plant pumps $60, 890.

Equipment for Link Street $22,040.

Various pieces of obsolete/inoperable equipment removed ($50,071).

Construction in progress -

L]
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Utility line extension on MLK $656,000.

Jackson Street WWTP UV System Upgrade $60,050.
IH 10 Utility Relocation Project $30,555.

Sewer Receiving Station completed ($135,186).

Additional information on the City of Orange’s capital assets can be found in note IV.C on pages 63
to 66 of this report.

Long-term debt. At the end of the current fiscal year, the City of Orange has total bonded debt
outstanding of $17,090,000. Of the outstanding debt $12,920,000 is backed by the full faith and
credit of the government and 34,170,000 is backed by the revenue of the Water and Sewer system.
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City of Orange’s Outstanding Debt
General Obligation and Certificates of Obligation

Governmental Activities Business-Type Activities Toital
2013 2012 2013 2012 2013 2012
Certificates of $585,000  $6,010,000 $0 $0 $585,000  $6,010,000

Obligation

General Obligation 8,155,600 3,115,000 4,180,000 5,500,000 12,335,000 8,615,000
Bonds

Revenue Bonds 0 0 4,170,000 4,370,000 4,170,600 4,370,000
Total 38, 740,000 39,125,000  $8,350,000 39,870,000 317,090,000 $18.995,000

The City’s total debt decreased by $1,905,000, or 11.1%, during the current fiscal year. The
certificates of obligation for governmental activities decreased by $5,425,000 which represents
$270,000 in debt principal payments and $5,155,000 in certificates that were refunded in fiscal year
2013. The general obligation bonds of the governmental activities increased by $5,040,000 which
represents a decrease of $400,000 in debt principal payments and an increase of $5,440,000 in new
Series 2013 refunding bonds issued.

The general obligation bonds for business-type activities decreased by $1,320,000 which represents
the debt principal payment for the fiscal year on general obligation bonds which were paid out of
water and sewer revenues in fiscal year 2013. The revenue bonds for business-type activities
decreased by $200,000 which represents the debt principal payment for the fiscal year.

Revenue Debt

On the Series 2007 Water and Sewer Revenue Bonds the City of Orange was assigned an “43" rating
Jfrom Moody’s Investors Service and a “BBB+ " rating from Standard & Poor’s.  In April 2008
Standard & Poor’s raised its rates on the bonds from “BBB+ " to “A” and Moody’s Investors Service

assigned an “A2" rating.

In April 2010 Moody’s Investors Service downgraded the overall rating of the Orange TX Water and
Sewer Enterprise from “Al” to “A2". This covers the Series 2007 Water and Sewer Revenue Bonds.

General Obligation Debt

On the Series 2008 Tax and Revenue Certificates of Obligation the City of Orange was assigned an
“A2" rating from Moody’s Investors Service and an “A+ " rating from Standard and Poor’s.

On the Series 2010 General Obligation Refunding Bonds the City of Orange was assigned an “Aa3"
rating from Moody’s Investors Services.
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In February 2013 Moody’s assigned an “Aa3" rating on the upcoming issue Series 2013 General
Obligation Refunding Bonds that will refund the Tax and Revenue Certificates of Obligation, Series
2008. The new bond issue will close in April 2013. The Moody’s “Aa3” rating affects $14.9 in
outstanding parity debt, inclusive of the current sale.

Additional information on the City’s long-term debt can be found in note IV.F on pages 68 to 73 of
this report.

Economic Factors and Next Year’s Budget and Rates

Economic factors fiscal year 2013-

Sales tax collections increased 3.6%. The City had anticipated that the sales tax for the year
would be on line with the previous years collections, but sales did rise slightly for the fiscal
year. Collections went from $2,229,480 in fiscal year 2012 to $2,309,982 in fiscal year 201 3.
These amount have been adjusted for the sales tax collections for economic development which
are collected for the City’s Component Unit the Orange Economic Development Corporation.
The collections for all of Orange County increased by 6.1%. The City has seen a 11.15%
decrease in sales tax collections for the first quarter of fiscal year 2014. This decrease was
due to a large state sales tax audit adjustment, from prior periods, that reduced payments
within the first quarter.

Hotel/motel tax collections did show an increase in fiscal year 2013. The collections
increased by 9.1% during the fiscal year. Collections went from $535, 750 in fiscal year 2012
to $584,541 in fiscal year 2013. This increase was not the result on any major change in the
number of hotels but overall increase in hotel/motel revenue within the area.

The unemployment rate for Orange County (in which Orange is located) remained above the
state and national average. At September 2013 the unemployment rate was 9.7% while the
statewide rate was 6.3% and the national rate was 7.2% (according to the US Bureau of
Labor Statistics). The unemployment rate for the local metropolitan area is down from the
prior year rate of 9.9%.

Economic factors budgeted fiscal year 2014 -

[ ]

The ad valorem tax certified taxable values for the new budget increased by 8.3% over the
prior fiscal year. The certified taxable values went from $823,119,578 in January 2012 to
$891,551,563 in January 2013. The City was once again able to reduce the ad valorem tax
rate to $0.69 per $100. This was based in part on the increase in taxable values and the
renegotiation of seven Industrial District Contracts in fiscal year 2012.

The Industrial District certified values increased by 1.1%. The values went from
$1,161,167,951 in January 2012 to $1,173,888,761 in January 2013. The next group of
expiring Industrial District Contract will be renegotiated in fiscal year 2014.

Sales tax increased 3.6% in fiscal year 2013. The City budgeted a 3.8% increase in sales tax
Jor fiscal year 2014.

Next years budgetary information and rates -

e

The ad valorem tax rate was reduced, by another $0.01/$100, for fiscal year 2014. The new
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ad valorem tax rate is $0.69/$100. This was made possible by additional revenue that was
generated when Industrial District Contract were renegotiated in a prior fiscal year.

® In fiscal year 2012 the City was able to renegotiate the Industrial District Contract with seven
local industries. The new contracts are for 15 years and based on 93% of the ad valorem tax
rate. This IDC rate was equivalent to $0.6417/$100 in fiscal year 2014.

s Fiscal year 2013 was the final year under Industrial District Contracts for our second group
of industries with five year contracts. The IDC contracts are not based on ad valorem tax
rates, but include an industrial tax rate. The new contracts began at $.47206/$100 and
increase to $.50/3100 in the final year. These contracts will be renegotiated in fiscal year

2014.

e The water and sewer rates were not adjusted in fiscal year 2014. Anticipated revenue was
able to meet budget needs.

e The sanitation rates were adjusted 3% in fiscal year 2014. The present contract for sanitation

services allows the vendor fo adjust rates annually for the prior twelve month CPI for
sanitation services. This rate adjustment covers the CPI rate received.

° The City has negotiated two year contracts with both the Orange Municipal Police Association
and the Orange Association of Firefighters Local 1432. Both groups received a 2% cost of
living increase for fiscal year 2014.

® The City granted a 2% cost of living increase for non-union employees.

e The City budgeted step increases for non-union employees who have not reached their top
step.

e In fiscal year 2014 the City changed medical insurance providers. We currently use Humana

for medical and dental. The City works with a consulting firm to assist with the bidding of
our medical insurance providers. The City was able to provide similar coverages and the City
covered any additional costs to the employee and their dependents.

Request for Information

The financial report is designed to provide a general overview of the City of Orange’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the City
of Orange, Finance Department, P. O. Box 520, Orange, TX 77631. A copy of the Comprehensive
Annual Finance Report is available on the City’s website at orangetexas.net.
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City of Orange, Texas
Statement of Net Position
September 30, 2013

Primary Government

Component Unit

Economic
Governmental Business-Type Development
Activities Activities Total Corporation
Assets
Cash and cash equivalents $7,099,392 $2,055,107 $9,154,499 $1,344,494
Investments 249,590 0 249,590 0
Receivables (net of allowance for uncoliectibles) 3,498,177 1,189,752 4,687,929 81,332
Internal balances 119,376 (119,376) 0 0
Inventories 101,349 143,023 244,372 0
Prepaids 135,448 31,873 167,321 1,225
Restricted assets:
Temporarily restricted:
Cash and cash equivalents 154,579 1,912,866 2,067,445 397,368
Capital assets (net of accumulated depreciation)
Land 1,586,658 725,560 2,311,218 871,059
Buildings 17,436,869 351,526 17,788,195 0
Furniture, fixtures, books 708,989 0 706,989 0
Improvements other than buiidings 0 38,223,371 38,223,371 7,374,703
Machinery, equipment, vehicles & improvements 4,483,456 996,991 5,480,447 0
Vehicles 0 258,114 258,114 0
Streets 1,819,196 0 1,819,196 0
Construction in progress 2,400,574 767,175 3,167,749 0
Total assets 39,790,453 46,535,982 86,326,435 10,070,181
Deferred Outflows of Resources
Deferred outflows on refunding 267,991 0 267,991 0
Total deferred ocutflows of resources 267,991 0 267,991 0
Liabilities
Accounts payable and other current liabilities 1,688,517 816,860 2,405,377 83,246
Accrued interest payable 42,110 51,961 94,071 40,770
Noncurrent liabilities
Due within one year payable from restricted assets 154,579 1,488,660 1,643,239 285,000
Due within one year 1,624,389 117,342 1,741,731 0
Due in more than one year 9,648,743 6,863,737 16,512,480 7,000,000
Total liabilities 13,058,338 9,338,660 22,396,898 7,409,016
Deferred Inflow of Resources
Deferred inflows on refunding 0 9,562 9,562 0
Total deferred inflows of resources 0 9,562 9,562 0
Net Position
Net investment in capital assets 19,963,533 32,963,175 52,928,708 960,763
Restricted for:
Debt service payments 155,728 1,488,660 1,644,388 356,598
Unrestricted 6,880,845 2,736,025 9,616,870 1,343,804
Total net position $27,000,106 $37,187,860 $64,187,966 $2,661,165

The notes to the financial statements are an integral part of this statement,
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City of Orange, Texas
Balance Sheet
Governmental Funds
September 30, 2013

Other Total
Debt Capital Governmentai Governmental
General Service Projects Funds Funds
Assets
Cash and cash equivalents $4,635,380 $154,579 $62,599 $1,999,418 $6,851,976
Investments 249,590 0 0 0 249,590
Receivables (net of allowance for uncollectibles)
Taxes 976,365 235,568 0 o 1,211,933
Accounts 683,329 0 0 797,825 1,481,154
Due from other funds 239,839 0 0 0 239,839
Due from others 6,440 1,149 o] 0 7.589
Inventories, at cost 101,349 0 [o] 0 101,349
Prepaids 131,434 0 0 4,014 135,448
Total assets $7,023,726 $391,296 $62,599 $2,801,257 $10,278,878
Liabilities
Accounts payable $831,837 30 50 $591,312 $1,423,149
Partial payment of taxes 1,565 0 0 0 1,565
Due to other funds 788 0 0 155,534 156,322
Liability for municipal court 3,118 0 0 0 3,118
Total liabilities 837,308 0 0 746,846 1,584,154
Deferred inflows of resources
Unavailable revenue-property tax 976,365 235,568 0 0 1,211,933
Total deferred inflows of resources 976,365 235,568 0 0 1,211,933
Fund balances
Nonspendable
Inventory 101,349 0 0 0 101,349
Restricted for:
Cultural and recreation 0 0 0 117.333 117,333
Debt service 0 156,728 0 0 155,728
Public safety 0 0 0 904,580 904,580
Public works 0 0 o] 54177 54,177
Tourism and promotion 0 0 0 976,036 976,036
Assigned to:
Capital outlay 0 0 62,599 0 62,599
Economic Development 0 0 0 2,285 2,285
Unassigned 5,108,704 0 0 0 5,108,704
Total fund balance 5,210,053 155,728 62,599 2,054,411 7,482,791
Total liabilities, deterred intiows of
resources and fund balances $7,023,726 $391,296 $62,599 $2,801,257
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and, therefore, are deferred in the funds. 28,432,542
2,009,434

Other long-term assets are not available to pay for current-period expenditures and, therefore, are deferred in the funds.

Long-term liabilities, including bonds payable, are not due and payable in the current period and, therefore,are not

reported in the funds.

Internal service tunds are used by management to charge the costs of workers' compensation and medical insurance to
individual funds. The assets and liabilities of the internal service funds are included in governmental activities in the

statement of net position,

(11,201,830)

277,169

Net position of governmental activities $27,000,106

The notes to the financial statements are an integral part of this statement.
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City of Orange, Texas

Statement of Revenues, Expenditures, and Changes in Fund Balances

Revenues

Taxes
Payment in lieu of taxes
Franchises
Licenses and permits
Intergovernmental
Charges for services
Donations
Grant income
Investment income
Program income
Forfeitures
Miscellaneous

Total revenues

Expenditures

Current
General government
Cultural and recreation
Public safety
Public works
Non departmental
Debt Service
Principal
Interest and fiscal charges
Capital Outlay
Books
Buildings
Machinery and equipment
Meters and settings
Other capital
Street construction
Storm sewer construction
Vehicles
Total expenditures

Excess (deficiency) of revenues over

(under) expenditures

Other financing sources (uses)
Premium on refunding bonds issued

Refunding bonds issued

Sale of general capital assets
Discount on refunding bonds issued
Payment to refunded bond escrow agent
Total other financing sources and uses
Net change in fund balances

Governmental Funds

For the Year Ended September 30, 2013

Fund balances - beginning
Fund balances - ending

Other Total
Debt Capital Governmental Governmental

General Service Projects Funds Funds
$6,990,517 $1,087,800 $0 $584,541 $8,662,858
6,457,311 0 0 0 6,457,311
1,190,589 0 0 0 1,190,589
321,067 0 0 0 321,067
103,840 0 0 394,721 498,581
1,946,848 0 0 0 1,946,848
0 0 0 31,042 31,042
0 0 o] 2,086,515 2,086,515
14,649 862 193 4,786 20,490
0 0 0 17,766 17,766
0 0 0 67,229 67,229
206,859 0 0 0 206,859
17,231,680 1,088,662 193 3,186,600 21,507,135
1,382,697 0 0 0 1,382,697
966,013 0 0 649,689 1,615,702
8,534,409 0 0 224,721 8,759,130
2,928,516 0 135 345,974 3,274,625
1,804,513 0 0 0 1,804,513
0 670,000 0 0 670,000
0 289,028 0 0 289,028
6,841 0 0 1,704 8,645
118,122 0 0 8,455 126,577
153,350 0 0 0 153,350
0 0 0 86,345 86,345
0 0 31,367 77,693 109,060
199,597 1,236,385 1,435,982
0 0 0 569,250 569,250
222,422 0 0 0 222,422
16,316,480 959,028 31,502 3,200,216 20,507,226
915,200 129,634 (31,309) (13,616) 999,909
0 204,641 0 0 204 641
0 5,440,000 0 0 5,440,000
473 0 0 0 473
0 (31,855) o 0 (31,855)
0 (5,662,786) 0 0 (5,662,786)
473 (50,000) 0 0 {49,527)
915,673 79,634 (31,309) (13,616) 950,382
4,294,380 76,094 93,908 2,068,027 6,532,409
$5,210,053 $1565,728 $62,599 $2,054,411 $7,482,791

The notes to the financial statements are an integral part of this statement.
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City of Orange, Texas
Reconciliation of the Statement of Revenues
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended September 30, 2013

Amounts reported for governmental activities in the statement of activities (page 37) are different because:

Net change in fund balances - total governmental funds (page 39) $950,382

Governmental funds report capital outlays as expenditures. However, in the statement of activities
the cost of those assets are allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlay exceeded depreciation in the current period. 881,059

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds. 75,559

1 he issuance of long-term debt (e.g., bonds, leases) provides current tinancial 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
assets. Also, governmental funds report the effect of issuance costs, premiums, discounts, and
similar items when debt is first issued, whereas these amounts are

deferred and amortized in the statement of activities. This amount is the net effect of these

differences in the treatment of long-term debt and related items. §12,349
Some expenses reported in the statement of activities do not require the use of current financial

resources and, therefore, are not reported as expenditures in governmental funds. (2560,808)
internal serivce funds are used by management to charge the cost of workers' compensation and

medical insurance to individual funds. (34,278)
Change in net position of governmental activities (page 37). $2,134,265

The notes to the financial statements are an integral part of this statement.
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City of Orange, Texas
Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
General Fund
For the Year Ended September 30, 2013

Budgeted Amounts Variance With
Actual Final Budget
Original Final Amounts Over (Under)
Revenues
Taxes $7,004,365 $7,004,365 $6,990,517 ($13,848)
Payment in lieu of taxes 6,497,223 6,497,223 6,457,311 (39,912)
Franchises 1,253,000 1,253,000 1,190,589 (62,411)
Licenses and permits 352,500 352,500 321,067 (31,433)
intergovernmental 96,480 96,480 103,840 7,360
Charges for services 1,933,100 1,933,100 1,946,848 13,748
Donations 0 (] 0 0
Investment income 14,500 14,500 14,649 149
Miscelflaneous 35,000 101,915 206,859 104,944
Total revenues 17,186,168 17,253,083 17,231,680 (21,403)
Expenditures
Current
General government 1,404,734 1,471,940 1,382,697 (89,243)
Cultural and recreation 1,000,446 1,005,151 966,013 (39,138)
Public safety 8,675,586 8,642,501 8,534,409 (108,092)
Public works 3,208,662 3,208,412 2,928,516 (279,896)
Non departmental 1,965,109 2,021,099 1,804,513 (216,586)
Capital Outiay
Books 6,000 6,900 6,841 (59)
Buildings 110,850 145,250 118,122 (27,128)
Machinery 157,568 154,329 153,350 (979)
Streets 250,000 250,000 199,597 (50,403)
Vehicles 227,493 228,257 222,422 (5,835)
Total expenditures 16,906,448 17,133,839 16,316,480 (817,359)
Excess (deficiency) of revenues over
(under) expenditures 279,720 119,244 915,200 795,956
Other financing sources (uses)
Sale of fixed assets 0 0 473 473
Total other financing sources and uses 0 0 473 473
Net change in fund balances 279,720 119,244 915,673 796,429
Fund balances - beginning 4,294,380 4,294,380 4,294,380 0
Fund balances - ending $4,574,100 $4,413,624 $5,210,053 $796,429

The notes to the financial statements are an integral part of this statement.
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Assets
Current assets:
Cash and cash equivalents
Cash with fiscal agent
Due from other funds
Receivables (net of allowance for uncollectibles)
Inventories
Prepaids
Cash and cash equivalents - restricted
Total current assets
Noncurrent assets:
Capital assets (net of accumulated depreciation)
Land
Buildings
Improvements other than buildings
Machinery and equipment
Transportation vehicles
Construction in progress
Total noncurrent assets
Total assets

Liabilities
Current liabilities:
Accounts payable and other current liabilities
Accrued interest payable
Capital lease payable
Due to other funds
Liability for employee benefits
Current portion of long-term debt
Total current liabilities
Noncurrent liabilities:
Liability for employee benefits
General obligation bonds payable
Revenue bonds payable
Total noncurrent liabilities
Total liabilities

Deferred inflows of resources
Deferred inflows on refunding

City of Orange, Texas
Statement of Net Position

Proprietary Funds
September 30, 2013
Business-Type Activities - Enterprise Funds Governmentai
Water & Water & Activities-
Sewer Sewer Sanitation  Sanitation Total Internal

Current Year Prior Year Current Year Prior Year Current Year Service Funds

$1,107.688  $989,719  $047,.419  $783951  $2,065,107 $377.995
0 0 0 0 0 24,000

788 0 0 0 788 o
969,823 864,965 219,929 240385 1,189,762 0
143,023 122,726 0 0 143,023 0
30,431 31,421 1,442 1,445 31,873 0
1,912,866 1,860,752 0 0 1,912,866 0
4,164,619 3,060,583 1,166,790 _ 1,025,781 5,333,400 401,995
725,560 725,560 0 0 725,560 0
351,526 360,791 0 0 351,526 0
38,223,371 30,322,429 0 0 38,223,371 0
996,991 943,158 0 259 996,991 0
170,400 226,651 87,714 139,010 258,114 0
767,175 156,756 0 0 767,175 0
31,235,023 41,734,345 87,714 739,069 41,322,737 0
45,399,642 45,603,928 1,256,504 1,165,050 46,666,146 401,995
694,699 701,766 122,161 110,686 816,860 160,686
51,961 54,044 0 0 51,961 0

0 0 0 29,982 0 0

79,432 70,432 4,873 4,873 84,305 0
42,116 40,396 3,886 3437 46,002 0
1,560,000 1,520,000 0 0 1,560,000 0
2,428,208 2,305,638 130,620 148,078 2,569,128 160,665
70,625 76,254 3,112 3,763 73,737 0
2,825000 4,180,000 0 0 2825000 0
3,965,000 4,170,000 0 0 3965000 0
6,860,626 8,426,254 3,112 3,763 6,863,737 0
9,288,833 10,821,802 134,032 152,741 9,422,865 160,685
9,562 12,750 0 0 9,562 0

Combined liabilities and deferred inflows of resources 9298385 10,834,642 134,032 152,741 9,432,427 160,685
Net Position
Net investment in capital assets 32,875,461 31,851,595 87,714 109,287 32,963,175 0
Restricted:
Debt Service 1,488,660 1,488,893 0 0 1,488,660 0
Unrestricted 1,737,126 1,428,798 1,034,758 903,022 2,771,884 241,310
Total net position $36,101,247 $34,769,286 _ $1,122472  $1,012,309 37,223,719 $241,310
Adjustment to report the cumulative internal balance tor
the net effect of the activity between the internal
service fund and the enterprise funds over time. (35,859)
Net position of business-type activities $37,187.860

The notes to the financial statements are an integral part of this statement.
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Operating revenues
Charges for service- water
Charges for service - sewer
Charges for service - sanitation
Other services
Total operating revenues

Operating expenses
Personnel services
Employee benefits
Contractual services
Supplies
Utilities
Depreciation
Administrative expense
Amortization expense
Claims
Premiums

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses)
Deferred bond premium
Investment income
Interest expense
Gain (loss) on capital asset disposition
Total nonoperating revenue (expense)
befare contributions and transfers
Income (loss) before contributions and
transfers

Capital contributions
Transfers in
Transfers out

Change in net position

Total net position - beginning

Net position restatement-see note Sec.
Vv (B)

Total net position - ending

Adjustment for the net effect of the
current year activity between the

internal service fund and the enterprise

funds.

City of Orange, Texas
Statement of Revenues, Expenses, and Changes in Net Position

Proprietary Funds
For the Year Ended September 30, 2013

Business-Type Activities - Enterprise Funds Governmental
Water & Water & Activities-
Sewer Sewer Sanitation Sanitation Total Internal
_Current Year Prior Year Current Year  Prior Year Current Year  Service Funds
$2,486,842 $2,471,054 $0 $0 52,486,842 $0
4,902,493 4,595,353 0 0 4,902,493 0
0 0 1,768,833 1,766,769 1,768,833 0
324,297 258,307 0 0 324,297 224,863
7,713,632 7,324,714 1,768,833 1,766,769 9,482,465 224,863
1,570,104 1,493,707 70,582 67,526 1,640,686 0
872,667 868,094 45216 46,140 917,883 0
727,551 728,723 1,210,899 1,184,059 1,938,450 0
250,776 278,890 2,884 1,485 253,660 0
474,312 568,146 0 0 474,312 0
1,343,552 1,361,239 51,555 53,379 1,395,107 0
1,077,101 952,155 279,401 273,980 1,356,502 28,550
0 24,912
0 0 0 0 0 192,285
0 0 0 0 0 46,161
6,316,083 6,275,866 1,660,537 1,626,569 7,976,600 266,996
1,397,569 1,048,848 108,296 140,200 1,505,865 (42,133)
3,187 ] 0 0 3,187 0
7,043 14,018 2,098 4,497 9,141 785
(313,938) (347,585) (231) (1,326) (314,169) 0
(534,800) 52,041 0 0 (534,800) 0
(838,508) (281,526) 1,867 3,171 (836,641) 785
559,061 767,322 110,163 143,371 669,224 {41,348)
772,900 46,756 0 0] 772,900 0
0 250,000 0 0 0 0
0 0 0 {250,000) 0 0
1,331,961 1,064,078 110,163 (106,629) 1,442,124 (41,348)
34,769,286 33,940,705 1,012,309 1,118,938 282,658
0 (235,497) 0 0
36,101,247 34,769,286 1,122,472 1,012,308 _ 241310
(7,070)
$1,435,054

Change in net position of business-type activities (page 37)

The notes to the financial statements are an integrai part of this statement.
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Cash flows from operating activities:
Receipts from customers and users
Receipts from interfund services provided
Payments to suppliers
Payments to employees
Payments for interfund services used
Net cash provided (used) by operating activities
Cash flows from noncapital financing activities:
Subsidy from (to) proprietary fund
Net cash provided (used) by noncapital financing
activities
Cash flows from capital and related financing
activities:
Purchases of capital assets
Sales of capital assets
Principal paid on capital debt
Interest paid on capital debt
Net cash provided (used) by capital and related

financing activities

Cash flows from Investing activities:
Interest and dividends received
Net cash provided by investing activities
Net increase (decrease) in cash and cash
equivalents
Cash and cash equivalents October 1
Cash and cash equivalents September 30

Reconciliation of operating income to net cash
provided by operating activities:

Operating Income ( Loss)

Adjustments to reconcile opsrating income to
net cash provided by operating activities:
Depreciation expense
Changes in assets and liabilities:

(Increase) decrease in accounts receivable
Amortizatin of bond issue costs ( prior years)
( Increase) decrease in inventory
( Increase) decrease in prepaids
Increase {decrease) in accounts payable

Net cash provided (used) by operating activities

Noncash investing, capital and financing activities

Contributions of capital assets from government

City of Orange
Statement of Cash Flows
Proprietary Funds
For the Year Ended September 30, 2013

Governmental
Water & Water & Activities-
Sewer Sewer Sanitation Sanitation Total internal

Current Year Prior Year Current Year  Prior Year  Current Year Service Funds

$7,661,124  $7,371,067  $1789,289 $1736,777 9,450,413 $224,950
0 0 0 0 0 0
(2416557  (2372,671) (1,202,305 (1,184,454 (3,618,862 (256,992
(1.562,268)  (1.494,300) (116,000 (115369  (1.678,268 0
(1,077,101 (952,155 (279,401 (2727700 (1,356,502 0
2,605,198 2,561,041 191,583 164,184 2,796,781 (31,042
0 250,000 0 (250,000 0 0
0 250,000 0 (250,000 0 0
(606,130) (573,155 0 0 (606,130 0
0 60,000 0 0 0
(1,520,000  (1,480,000) (20982 (50467 (1,549,982 0
(316,021)  (353,021) (231) (1,326) (316,252 0
(2.442,51) _ (2,346,176) (30218 (51,793 (2,472,364) 0
7,036 14,018 2,098 4,498 785 785
7,036 14,018 2,098 4,498 785 785
170,083 469,783 163,468 (133,111 325,202 (30,257)
2,850,471 2,380,688 783,951 917,062 3,634,422 408,252
$3,020,554 _ $2,850,471 947410 $783,951  $3,959,624 $377,995
$1,397.569  $1,048,848 $108,296  $140,200  $1,505,865 ($42,133)
1343552 1,361,239 51,555 53,379 1,395,107 0
(105,646) 23,832 19,805 (28,782 (85,841) 88

0 24,912 0 0 0
(20,297 (17,892 0 0 (20,297 0
990 (31,421) 3 (1,445 993 0
(10,970 142,423 11,924 832 954 11,003
$2,605198  $2,551,941 $191,583  $164,184  $2,796,781 ($31,042)
772,900 46,756 0 0 772,900 0

The notes to the financial statements are an integral part of this statement
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City of Orange, Texas
Statement of Fiduciary Net Position
Fiduciary Funds
September 30, 2013

Total
Fiduciary Funds
Assets
Cash $13,086
Accounts receivable 20,581
Prepaids 180,000
Total assets 213,667
Liabilities
Accounts payable 10,834
Other liabilities 202,833
Total liabilities $213,667

The notes to the financial statements are an integral part of this statement.
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CITY OF ORANGE, TEXAS
Notes to the Financial Statemenis
September 30, 2013

I. Summary of Significant Accounting Policies
A. Reporting Entity

The City of Orange, Texas (City) is chartered as a Home Rule City under the laws of the State of
Texas. The current charter, adopted January 12, 1960 and amended by special election August 9,

1986, January 20, 1996, May 7, 2005 and May 8, 2010, provides for a Council-Manager form of
government. The City Council is composed of an elected mayor and six-member council. The
accompanying financial statements present the government and its component units, entities for
which the government is considered to be financially accountable. The discretely presented
component unit is reported in a separate column in the government-wide financial statements (see

note below for description) to emphasize that it is a legally separate entity from the government.

Discretely presented component unit. The Economic Development Corporation is responsible for
the administration of the City’s 4B Sales Tax receipts and related expenditures. The Economic
Development Corporation is covered under the provisions of the State of Texas, Development
Corporation Act of 1979. Under the Act members of the board serve at the pleasure of the
governing body and must conduct meetings within the City's boundaries. The Act also establishes
that prior to pursuing a project the Economic Development Corporation Board is required to obtain
City Council approval of the project. These provisions meet the criteria for inclusion esiablished
by GASB 14. Complete financial statements for the individual component unit may be obtained at
the City’s Finance Department.

B. Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on
fees and charges for support. Likewise the primary government is reported separately from certain
legally separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include (1) charges to customers or
applicants who purchase, use or directly benefit from goods, services, or privileges provided by a
given function or segment and (2) grants and contributions that are restricted to meeting the
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CITY OF ORANGE, TEXAS
Notes to the Financial Statements
September 30, 2013

operational or capital requirement of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary

funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statemenis. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues
in the year for which they are levied. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when
a liability is incurred, as under accrual accounting. However, debi service expenditures, as well as
expenditures related to compensated absences and claims and judgements, are recorded only when
payment is due.

Property taxes, sales tax, franchise taxes, licenses, and interest associated with the current fiscal
year are all considered to be susceptible to accrual and so have been recognized as revenues of the

current fiscal year. All other revenue items are consider to be measurable and available only when
cash is received by the government.

Agency fiduciary fund financial statements are reported on the accrual basis of accounting for the
recognition of receivable and payables.

The government reporis the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all financial
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CITY OF ORANGE, TEXAS
Notes to the Financial Statements
September 30, 2013

resources of the general government, except those required to be accounted for in another
fund.

The debt service fund accounts for the resources accumulated and payments made jfor
principal and interest on long-term general obligation debt of governmental funds.

The capital projects fund accounts for the acquisition and construction of major capital
Jacilities funded through the transfer of funds or residual equity.

The government reports the following major proprietary funds:

The water and sewer fund accounts for the revenue and expenses associated with providing
water and sewer services to the residents of the City. All activities necessary to provide such
services are accounted for in this fund, including, but not limited to, administration,
operations maintenance, financing and related debt service, and billing and collection.

The sanitation fund accounts for the revenue and expenses associated with providing solid
waste services to the citizens of the City.

Additionally, the government reports the following fund types:

The internal service funds account for partially self-funded workers’ compensation
insurance provided to other departments of the government.

The agency funds are used to account for resources legally held by the Municipal Court
Escrow, the Employee Flex Plan and the Orange Employee Benefit Trust Funds on behalf
of others.

Private-sector standards of accounting and financial reporting, issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The City has elected not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions fto this general rule are payments of charges between the
government's water and sewer function and various other functions of the government and payment
for administrative charges between the general fund and the various other functions of the
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CITY OF ORANGE, TEXAS
Notes to the Financial Statemenis
September 30, 2013

government. Elimination of these charges would distort the direct costs and program revenues
reported for various functions concerned.

Amounts reported as program revenue include (1) charges to customers or applicants for goods,
services, or privileges provided, (2) operating grants and contributions, and (3) capital grant and
contributions. Internally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include all taxes.

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

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position
1. Deposits and Investments

The City's cash balances are pooled and invested. Statutes of the State of Texas and policies
mandated by the City Council authorize the City to invest in direct obligations of the federal
government, agencies or instrumentalities, Texpool investment pool, and certificates of
deposit. The demand portion of the balances are held in interest bearing depository bank
accounts and non demand monies are invested in authorized investments. Interest earned
on pooled cash is allocated monthly to each participating fund based upon each fund’s
month-end equity balance. Negative balances in equity, in pooled cash and investments,

incurred by a fund are classified as “due to other funds”. The negative balances are

assessed a charge againsi previous related earnings based upon effective rates at the time
of the negative balance.

The City uses the criteria as established by GASB Statement 9 for inclusion or exclusion of
investments for cash flow reporting purposes. The City included any highly liquid, easily
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CITY OF ORANGE, TEXAS
Notes to the Financial Statements
September 30, 2013

convertible investments, with an original maturity date no more than three months after the
date of purchase, as cash equivalents.

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other funds”
(i.e., the current portion of interfundloans), or “advances to/from other funds” (i.e., the non-
current portion of interfund loans). All other outstanding balances between funds are
reported as “due to/from other funds”. Any residual balances outstanding between the
governmental activities and business-type activities are reported in the government-wide
financial statements as “internal balances”.

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable governmental funds to indicate that they are not
available for appropriation and <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>