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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and
City Council Members of the
City of El Lago, Texas

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities and the major fund of the City of El
Lago, Texas (the “City”), as of and for the year ended September 30, 2024, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as listed in the table
of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and the major fund of the City, as
of September 30, 2024, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the City, and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

(Continued)



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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 City’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

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, identified as Required Supplementary
Information on the table of contents, be presented to supplement the basic financial statements. Such
information is the responsibility of management and, 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.

Ooie LLP
Crowe LLP

Houston, Texas
October 28, 2025
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CITY OF EL LAGO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended September 30, 2024

The purpose of the Management’s Discussion and Analysis (MD&A) is to give the readers an objective and
easily readable analysis of the financial activities of the City of El Lago, Texas (the “City”) for the year ended
September 30, 2024. The analysis is based on currently known facts, decisions, or economic conditions.
It presents short and long-term analysis of the City’s activities, compares current year results with those of
the prior year, and discusses the positive and negative aspects of that comparison. Please read the MD&A
in conjunction with the City’s financial statements, which follow this section.

THE STRUCTURE OF OUR ANNUAL REPORT

Components of the Financial Section

Management'’s Basic Financial Required
Discussion and Statements Supplementary
Analysis e . Information
Independent Government-Wide Fund Financial Notes to the
Auditor’'s Report Financial Statements Financial
Statements Statements
Summary Detail

The City’s basic financial statements include (1) government-wide financial statements, (2) individual fund
financial statements, and (3) notes to the financial statements. This report also includes supplementary
information intended to furnish additional detail to support the basic financial statements themselves.

Government-Wide Statements

The government-wide statements report information for the City as a whole. These statements include
transactions and balances relating to all assets, including infrastructure capital assets. These statements
are designed to provide information about cost of services, operating results, and financial position of the
City as an economic entity. The Statement of Net Position and the Statement of Activities, which appear
first in the City’s financial statements, report information on the City’s activities that enable the reader to
understand the financial condition of the City. These statements are prepared using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of the current
year’s revenues and expenses are taken into account even if cash has not yet changed hands.

The Statement of Net Position presents information on all of the City’s assets, liabilities, and deferred
outflows/inflows of resources, with the difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating. Other nonfinancial factors, such as the City’s property tax base and the condition
of the City’s infrastructure, need to be considered in order to assess the overall health of the City.

(Continued)



CITY OF EL LAGO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended September 30, 2024

The Statement of Activities presents information showing how the City’s net position changed during the
most recent 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 — the accrual method rather than modified
accrual that is used in the fund level statements.

The Statement of Net Position and the Statement of Activities present one class of activity for the City’s
financials:

Governmental Activities — The City’s basic services are reported here including public safety (police, fire),
public health (mosquito control, solid waste disposal, EMS), public works (streets and maintenance), parks
and maintenance, municipal court, and general government. Interest payments on the City’s debt are also
reported here. Sales tax, property tax, franchise fees, municipal court fines, and permit fees finance most
of these activities.

The government-wide financial statements can be found after the MD&A.

FUND FINANCIAL STATEMENTS

Funds may be considered as operating companies of the parent corporation which is the City. They are
usually segregated for specific activities or objectives. The City uses fund accounting to ensure and
demonstrate compliance with finance-related legal reporting requirements. The City uses only one category

of funds, which is governmental.

Governmental Funds

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

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar information
presented for governmental activities in the government-wide financial statements. By doing so, readers
may better understand the long-term impact of the government’s near-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balance provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities.

The City maintains one individual governmental fund. Information is presented in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balance for the general fund, which is always considered to be a major fund for reporting purposes.

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

Notes to Financial Statements

The notes to the financial statements provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements. The notes are the last section
of the basic financial statements.

(Continued)



CITY OF EL LAGO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended September 30, 2024

Other Information

In addition to basic financial statements, MD&A, and accompanying notes, this report also presents certain
Required Supplementary Information (RSI). The RSI includes a budgetary comparison schedule for the
general fund. RSI can be found after the notes to the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the City’s financial position. For
the fiscal year ended September 30, 2024, the City’s assets exceed liabilities by $5,930,397.

The largest portion of the City’s net position, 79.41%, reflects its investments in capital assets (e.g., land,
City Hall, streets, and equipment). The City uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the City’s investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources, since the assets themselves cannot be used to liquidate these
liabilities.

Statement of Net Position
The following table reflects the condensed Statement of Net Position:

Governmental Activities

2024 2023
ASSETS
Current and other assets $ 1,274,014  $ 1,512,177
Capital assets, net 5,024,524 5,051,773
Total assets 6,298,538 6,563,950
LIABILITIES
Long-term liabilities 319,131 464,634
Other liabilities 49,010 110,193
Total liabilities 368,141 574,827
NET POSITION
Net investment in capital assets 4,709,524 4,591,773
Restricted 368,332 419,963
Unrestricted 852,541 977,387
Total net position $ 5930397 $§ 5,989,123

A portion of the primary government’s net position, $368,332, represents resources that are subject to
external restriction on how they may be used. The remaining balance of unrestricted net position, $852,541,
may be used to meet the City’s ongoing obligation to citizens and creditors.

There was a decrease in total net position from prior year of $58,726. Current and other assets decreased
primarily due to a decrease in cash and cash equivalents, which can be attributed to the use of grant funds
that were received in the prior year, along with the use of funds for disaster recovery that occurred during
fiscal year 2024. There was a slight decrease in capital assets as a result of the net effect of current year
activity. Long-term liabilities primarily decreased due to the payment of debt principal on bonds outstanding.

(Continued)



CITY OF EL LAGO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended September 30, 2024

Unearned revenue from grant award funding to be used for future purposes was the primary reason for the
decrease in other liabilities.

Statement of Activities

The following table provides a summary of the City’s changes in net position:

2024 2023
Revenues
Program revenues:
Charges for senices $ 376,830 $ 285,578
Operating grants and contributions 148,524 176,280
Capital grants and contributions 60,157 289,131
General revenues:
Property taxes 1,535,673 1,438,922
Franchise fees and local taxes 148,117 166,295
Sales taxes 233,293 237,954
Other taxes 24,012 20,905
Investment income 60,234 42,198
Other revenue 8,500 12,009
Total revenues 2,595,340 2,669,272
Expenses
General government 663,280 704,524
Public health 199,454 200,744
Municipal court 94,835 94,363
Public safety 1,425,920 1,055,568
Public works 101,804 78,827
Parks and maintenance 158,213 60,349
Interest on long-term debt 10,560 13,968
Total expenses 2,654,066 2,208,343
Change in net position (58,726) 460,929
Beginning net position 5,989,123 5,528,194
Ending net position $ 5,930,397 $ 5,989,123

The City’s net position for fiscal year 2024 decreased by $58,726. Revenues for the City had a net decrease
from prior year primarily due to a decrease in capital grants and contributions from the Coronavirus Relief
Funds (CRF). Overall, expenses in fiscal year 2024 increased by $445,723 as compared to fiscal year
2023. The increase can be attributed to the increase in disaster recovery expenses that the City incurred
during the current fiscal year as a result of Hurricane Beryl.

(Continued)



CITY OF EL LAGO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended September 30, 2024

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, fund accounting is used to demonstrate and ensure compliance with finance-related legal
requirements.

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

The City’s general fund reflects an ending fund balance of $1,163,514. Total fund balance includes
$105,102 as nonspendable for prepaids; various restrictions including $21,589 restricted for child safety,
$38,120 restricted for governmental programming, $308,623 restricted for transportation projects; and
$200,723 assigned for future capital projects as well as an operating reserve. As a measure of the general
fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total
fund expenditures. Unassigned fund balance represents 17.65 percent of total general fund expenditures,
while total fund balance represents 41.96 percent of the same amount. It should be noted that the City has
taken the additional step to assign a portion of fund balance as an operating reserve of $120,723.
Considering the unassigned fund balance plus the operating reserve assignment, this total of $610,080
represents approximately 22.00 percent of the 2024 operating expenditures.

The City’s fund balance in the general fund decreased by $189,461 during the current fiscal year, whereas
there was an increase in fund balance in the prior year of $199,744. There was a decrease in fiscal year
2024 versus 2023 revenues primarily due to a decrease in intergovernmental revenue, as a result of the
City recognizing the remaining CRF grant funding as revenue. In addition, expenditures were up by 12.38
percent in comparison to 2023 as a result of the disaster recovery expenditures that the City incurred in
fiscal year 2024.

GENERAL FUND BUDGETARY HIGHLIGHTS

The City budgeted to use $387,511 in fund balance for fiscal year 2024. For the year, the general fund had
total revenues of $2,583,431, which resulted in a net positive variance of $102,092 from the final budget.
This net positive variance is primarily a result of more CRF grant revenue recognized and more investment
income than expected. Total expenditures for the general fund were under the final budget by $95,958,
contributing to the overall positive budget variance of $198,050 as of September 30, 2024.

CAPITAL ASSETS

At the end of the year, the City’'s governmental activities had invested $8,667,963 in a variety of capital
assets and infrastructure. Accumulated depreciation on capital assets was $3,643,439.

More detailed information about the City’s capital assets is presented in Note 3 to the financial statements.
LONG-TERM DEBT

At year end, the City had $315,000 in certificates of obligation outstanding versus $460,000 last year. The
City paid $145,000 in principal payments during the year.

More detailed information about the City’s long-term liabilities is presented in Note 3 to the financial
statements.

(Continued)



CITY OF EL LAGO, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended September 30, 2024

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City has approved an operating budget of $2,530,163 for the 2025 fiscal year, a decrease from the
2024 approved budget of $2,868,850. The City Council adopted a 2024 tax rate of $0.473114 per $100
valuation, which is an increase from the 2023 adopted tax rate of $0.427244. The City budgeted property
tax revenues for fiscal year 2025, which is based on the 2024 adopted property tax rate to make up 63.45%
of the City’s total revenues in fiscal year 2025. Budgeted 2025 total revenues are $2,513,065, which
includes budgeted property tax revenues of $1,594,656.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT
This financial report is designed to provide a general overview of the City’s finances. Questions concerning

this report or requests for additional financial information should be directed to Jeannie Kubricht, City
Secretary, City Hall, 411 Tallowood Drive, El Lago, Texas, 77586; telephone (281) 326-1951.
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CITY OF EL LAGO, TEXAS
STATEMENT OF NET POSITION
September 30, 2024

ASSETS
Cash and cash equivalents
Unrestricted
Restricted
Prepaid expenses
Receivables, net

Capital assets:
Nondepreciable capital assets
Net depreciable capital assets

Total assets

LIABILITIES

Current liabilities
Accounts payable
Accrued interest
Unearned revenue

Noncurrent liabilities
Due within one year
Due in more than one year

Total liabilities

NET POSITION
Net investment in capital assets
Restricted
Child safety
Governmental programming
Transportation projects
Unrestricted

Total net position

Primary
Government

Governmental
Activities

$ 645,241

352,408
105,102
171,263

1,274,014

604,761

4,419,763

5,024,524

6,298,538

$

41,084
1,243
6,683

49,010

158,718
160,413

319,131
368,141

4,709,524

21,589
38,120
308,623

852,541

5,930,397

See notes to financial statements.



CITY OF EL LAGO, TEXAS
STATEMENT OF ACTIVITIES
For the year ended September 30, 2024

Net (Expense)

Revenue and

Changes in

Program Revenues Net Position

Primary
Operating Capital Government
Charges for Grants and Grants and Government
Functions/Programs Expenses Senices Contributions Contributions Activities
Primary Government
Governmental activities
General government $ 663,280 $ -3 148,524 $ 60,157 $ (454,599)
Public health 199,454 123,824 - - (75,630)
Municipal court 94,835 111,042 - - 16,207
Public safety 1,425,920 - - - (1,425,920)
Public works 101,804 - - - (101,804)
Parks and maintenance 158,213 141,964 - - (16,249)
Interest on long-term debt 10,560 - - - (10,560)
Total governmental activities  $ 2,654,066 $ 376,830 $ 148,524 $ 60,157 (2,068,555)
General revenues
Taxes and fees

Property 1,535,673
Franchise 148,117
Sales 233,293
Other 24,012
Investment earnings 60,234
Other revenues 8,500
Total general revenues 2,009,829
Change in net position (58,726)
Beginning net position 5,989,123
Ending net position $ 5,930,397

See notes to financial statements.
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CITY OF EL LAGO, TEXAS

GOVERNMENTAL FUND

BALANCE SHEET

September 30, 2024

General
ASSETS
Cash and cash equivalents
Unrestricted 645,241
Restricted 352,408
Prepaid 105,102
Receivables
Property taxes, net 62,733
Other taxes 95,129
Accounts receivable 13,401
Total assets 1,274,014
LIABILITIES
Accounts payable and accrued liabilities 41,084
Unearned revenue 6,683
Total liabilities 47,767
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes 62,733
Total deferred inflows of resources 62,733
FUND BALANCES
Nonspendable
Prepaid items 105,102
Restricted for
Child safety 21,589
Governmental programming 38,120
Transportation projects 308,623
Assigned 200,723
Unassigned 489,357
Total fund balances 1,163,514
Total liabilities, deferred inflows of resources, and fund balances $ 1,274,014

See notes to financial statements.
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CITY OF EL LAGO, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEET
TO THE STATEMENT OF NET POSITION
September 30, 2024

Total fund balance - governmental fund

Amounts reported for governmental activites in the Statement of
Net Position are different because:

Capital assets used in governmental activities are not current financial resources and,
therefore, are not reported in the governmental fund.
Nondepreciable capital assets
Net depreciable capital assets

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

Long-term liabilities are not due and payable in the current period and therefore,
are not reported in the governmental fund.
Accrued interest payable
Noncurrent liabilities due in one year

Noncurrent liabilities due in more than one year

Net position of governmental activities

$

$

1,163,514

604,761
4,419,763

62,733

(1,243)
(158,718)

(160,413)

5,930,397

See notes to financial statements.
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CITY OF EL LAGO, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND

For the year ended September 30, 2024

Revenues
Taxes and fees
Property
Franchise
Sales
Other
Licenses and permits
Fines and forfeitures
Charges for senices
Intergovernmental
Investment income
Other

Total revenues

Expenditures
Current
General government
Public health
Municipal court
Public safety
Public works
Parks and maintenance
Debt senice
Principal
Interest

Total expenditures
Net change in fund balance
Beginning fund balance

Ending fund balance

$

General

1,523,764
148,117
233,293

24,012
123,824
111,042
141,964
208,681

60,234

8,500

2,583,431

708,347
199,454
94,835
1,429,789
28,778
155,557

145,000
11,132

2,772,892

(189,461)

1,352,975

1,163,514

See notes to financial statements.
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CITY OF EL LAGO, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUND TO THE
STATEMENT OF ACTIVITIES
For the year ended September 30, 2024

Net change in fund balance - governmental fund $ (189,461)

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

The governmental fund reports capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated owver their
estimated useful lives and reported as depreciation expense.
Capital outlay 181,961
Depreciation expense (209,210)

Rewvenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds. 11,909

The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to the governmental fund, while the repayment of the principal of
long-term debt consumes the current financial resources of the governmental
fund. Neither transaction, however, has any effect on net position.
Principal payment 145,000

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
the governmental fund.

Compensated absences 503
Accrued interest 572
Change in net position of governmental activities $ (58,726)

See notes to financial statements.
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CITY OF EL LAGO, TEXAS
NOTES TO FINANCIAL STATEMENTS
For the year ended September 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity: The City of El Lago, Texas (the “City”) was organized as the Village of El Lago and
incorporated in 1961 as a General Law Village, under Chapter 11, Title 28, Acts of the Texas Legislature,
1925 as amended. The incorporation papers were subsequently amended to permit operation as a Type
A General Law City under the authority of Chapters 1 through 10 of the above act, and the name changed
to its present name.

The City provides the following services: public safety to include police, fire, and emergency medical
services (through financial support to other entities); municipal court; parks; recreation; public
improvements; public health; and general administration.

The City is an independent political subdivision of the State of Texas (the “State”) governed by an elected
council and a mayor and is considered a primary government. As required by generally accepted
accounting principles, these basic financial statements have been prepared based on considerations
regarding the potential for inclusion of other entities, organizations, or functions as part of the City’s financial
reporting entity. No other entities have been included in the City’s reporting entity. Additionally, as the City
is considered a primary government for financial reporting purposes, its activities are not considered a part
of any other governmental or other type of reporting entity.

Considerations regarding the potential for inclusion of other entities, organizations, or functions in the City’s
financial reporting entity are based on criteria prescribed by generally accepted accounting principles.
These same criteria are evaluated in considering whether the City is a part of any other governmental or
other type of reporting entity. The overriding elements associated with the prescribed criteria considered
in determining that the City’s financial reporting entity status is that of a primary government are that it has
a separately elected governing body, it is legally separate, and it is fiscally independent of other state and
local governments. Additionally, prescribed criteria under generally accepted accounting principles include
considerations pertaining to organizations for which the primary government is financially accountable, and
considerations pertaining to organizations for which the nature and significance of their relationship with
the primary government are such that exclusion would cause the reporting entity’s financial statements to
be misleading or incomplete.

Government-Wide Financial Statements: The government-wide financial statements (i.e., the Statement of
Net Position and the Statement of Activities) report information on all activities of the primary government.
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. The City does not report any business-type activities.

Basis of Presentation — Government-Wide Financial Statements: While separate government-wide and
fund financial statements are presented, they are interrelated. The governmental activities column
incorporates data from the governmental fund. Separate financial statements are provided for the
governmental fund.

Basis of Presentation — Fund Financial Statements: The fund financial statements provide information about
the City’s funds. Separate statements for each fund category, governmental, are presented. The emphasis
of fund financial statements is on major governmental funds, each displayed in a separate column.

(Continued)
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CITY OF EL LAGO, TEXAS
NOTES TO FINANCIAL STATEMENTS
For the year ended September 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
The City reports the following governmental fund:

The general fund is used to account for all financial transactions not properly includable in other funds.
The principal sources of revenues include local property taxes, sales taxes, franchise fees, licenses
and permits, fines and forfeitures, and charges for services. Expenditures include general government,
public safety, public works, public health, parks and maintenance, municipal court, and debt service.
The general fund is always considered a major fund for reporting purposes.

Measurement Focus and Basis of Accounting: The accounting and financial reporting treatment is
determined by the applicable measurement focus and basis of accounting. Measurement focus indicates
the type of resources being measured such as current financial resources or economic resources. The
basis of accounting indicates the timing of transactions or events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. 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.

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

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

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

Cash and Cash Equivalents: The City’s cash and cash equivalents are considered to be cash on hand,
demand deposits, and short-term investments with original maturities of three months or less from the
date of acquisition.

(Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments: Investments, except for certain investment pools, commercial paper, money market funds,
and investment contracts, are reported at fair value. The investment pools operate in accordance with
appropriate state laws and regulations and are reported at amortized cost. Money market funds, which
are short-term highly liquid debt instruments that may include U.S. Treasury and agency obligations
and commercial paper that have a remaining maturity of one year or less upon acquisition, are reported
at amortized cost. Investments in nonparticipating interest-earning contracts, such as certificates of
deposit, are reported at cost.

The City has adopted a written investment policy regarding the investment of its funds as defined in the
Public Funds Investment Act, Chapter 2256, Texas Government Code. In summary, the City is
authorized to invest in the following:

Direct obligations of the U.S. Government and the State or their agencies or instrumentalities
Fully collateralized certificates of deposit

Mutual funds of specific type

Investment pools

Inventories and Prepaid Items: The costs of governmental fund type inventories are recorded as
expenditures when the related liability is incurred (i.e., the purchase method). Certain payments to
vendors reflect costs applicable to the future accounting period (prepaid expenditures) and are
recognized as expenditures when utilized.

Restricted Assets: Certain proceeds received from municipal court fines and forfeitures and funds to
support public, educational, and governmental programming are restricted in how they may be spent
and are classified as restricted assets on the balance sheet because they are maintained in separate
bank accounts and/or their use is limited by applicable debt covenants or state or federal statute.

Capital Assets: Capital assets, which include property, plant, equipment, and infrastructure assets (e.qg.,
roads, bridges, sidewalks, and similar items), are reported in the governmental activities column in the
government-wide financial statements. In accordance with GASB Statement No. 34, infrastructure has
been capitalized retroactively. Capital assets are defined by the City as assets with an initial, individual
cost of more than $5,000 and an estimated useful life in excess of four years. Such assets are recorded
at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at acquisition value at the date of donation.

Major outlays for capital assets and improvements are capitalized as projects are constructed. The
costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized.

Capital assets of the City are depreciated using the straight-line method over the following estimated
useful years:

Asset Description Estimated Useful Life

Furniture and equipment 51to 10 years

Infrastructure 50 years

Buildings and improvements 5 to 50 years
(Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Outflows/Inflows of Resources: In addition to assets, the statement of net position will
sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net position that
applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The City has no items that qualify for reporting in this category.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized
as an inflow of resources (revenue) until that time. The City has only one type of item, which arises only
under a modified accrual basis of accounting, that qualifies for reporting in this category. Accordingly,
the item, unavailable revenue, is reported only in the governmental fund balance sheet. The
governmental fund reports unavailable revenues from property taxes. This amount is deferred and
recognized as an inflow of resources in the period that the amount becomes available. The City also
reports unearned revenue for grant funds received before they are earned which is reported within
liabilities under modified accrual accounting and on the Statement of Net Position.

Compensated Employee Absences: It is the City’s policy to permit employees to accumulate earned
but unused vacation and personal time. Amounts of vacation time accumulated may be paid to
employees upon termination of employment. The estimated amount of compensation for services
provided that is expected to be liquidated with expendable, available financial resources is reported as
an expenditure and a fund liability of the governmental fund that will pay it when it matures or becomes
due. Amounts of vested or accumulated vacation leave that are not expected to be liquidated with
expendable, available financial resources are maintained separately and represent a reconciling item
between the fund and government-wide presentations.

Long-Term Obligations: In the government-wide financial statements, long-term debt and other long-
term obligations are reported as liabilities in the governmental activities on the Statement of Net
Position. Bond premiums and discounts are deferred and amortized over the life of the debt using the
straight-line method, if material. Bonds payable are reported net of the applicable bond premium or
discount.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources and payments of principal and interest are reported as expenditures. Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances
are reported as other financing uses. Issuance costs, even if withheld from the actual net proceeds
received, are reported as debt service expenditures.

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

(Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balance Flow Assumptions: Sometimes the City will fund outlays for a particular purpose from
both restricted and unrestricted resources (the total of committed, assigned, and unassigned fund
balance). In order to calculate the amounts to report as restricted, committed, assigned, and
unassigned fund balance in the governmental fund financial statements, a flow assumption must be
made about the order in which the resources are considered to be applied. It is the City’s policy to
consider restricted fund balance to have been depleted before using any of the components of
unrestricted fund balance. Further, when the components of unrestricted fund balance can be used for
the same purpose, committed fund balance is depleted first, followed by assigned fund balance.
Unassigned fund balance is applied last.

Fund Balance Policies: Fund balances of governmental funds are reported in various categories based
on the nature of any limitations requiring the use of resources for specific purposes. The City itself can
establish limitations on the use of resources through either a commitment (committed fund balance) or
an assignment (assigned fund balance).

Amounts that cannot be spent because they are either not in spendable form or legally or contractually
required to be maintained intact are classified as nonspendable fund balance. Amounts that are
externally imposed by creditors, grantors, contributors, or laws or regulations of other governments or
imposed by law through constitutional provisions are classified as restricted.

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the City’s highest level of decision-making authority. The
City Council is the highest level of decision-making authority for the City that can, by adoption of a
resolution prior to the end of the fiscal year, commit fund balance. Once adopted, the limitation imposed
by the resolution remains in place until a similar action is taken (the adoption of another resolution) to
remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the City for specific
purposes but do not meet the criteria to be classified as committed. The City Council may also assign
fund balance as it does when appropriating fund balance to cover a gap between estimated revenue
and appropriations in the subsequent year’s appropriated budget. Unlike commitments, assignments
generally only exist temporarily. In other words, an additional action does not normally have to be taken
for the removal of an assignment. Conversely, as discussed above, an additional action is essential to
either remove or revise a commitment.

Estimates: The preparation of financial statements, in conformity with generally accepted accounting
principles, requires management to make estimates and assumptions that affect the reported amounts
of assets, liabilities, and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenditures/expenses during the reporting
period. Actual results could differ from those estimates.

(Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenues and Expenditures/Expenses:

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

Property Taxes: Property taxes are levied by September 15 of each year. Taxes become due on
October 1 and become delinquent on February 1 of the following year. The City’s tax lien exists from
January 1 (the assessment date) each year until the taxes are paid.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Information: An annual budget is adopted on a basis consistent with generally accepted
accounting principles for the general fund. The original budget is adopted by the City Council prior to the
beginning of the year. City Council may amend the budget throughout the year. Appropriations lapse at
the end of the year.

Expenditures in Excess of Appropriations: Expenditures exceeded appropriations at the legal level of
control as follows:

General Fund
Public safety $ 306,294

NOTE 3 - DETAILED NOTES ON ALL FUNDS

Deposits and Investments: As of September 30, 2024, the City had the following investments:

Weighted Average

Investment Type Value Maturity (Years)
TexPool $ 679,298 0.08
Total $ 679,298
Portfolio weighted average maturity 0.08
(Continued)
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NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

Credit risk. State law and the City’s investment policy limits investments to obligations of states, agencies,
counties, cities, and other political subdivisions of any state rated as to investment quality by a nationally
recognized investment rating firm not less than “A” or its equivalent. Further, commercial paper must be
rated not less than “A-1” or “P-1” or an equivalent rating by at least two nationally recognized credit rating
agencies. As of September 30, 2024, the City’s investment in TexPool was rated “AAAm” by Standard &
Poor’s.

Custodial credit risk — deposits. In the case of deposits, this is the risk that in the event of a bank failure,
the City’s deposits may not be returned to it. The City’s investment policy requires funds on deposit at the
depository bank to be collateralized by securities. As of September 30, 2024, market values of pledged
securities and FDIC insurance combined exceeded bank balances.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments or collateral securities that are
in the possession of an outside party. All trades, where applicable, are executed by delivery versus
payment to ensure that securities are deposited in the City’s safekeeping account prior to the release of
funds.

TexPool - TexPool was established as a trust company with the Treasurer of the State as trustee,
segregated from all other trustees, investments, and activities of the trust company. The State Comptroller
of Public Accounts exercises oversight responsibility over TexPool. Oversight includes the ability to
significantly influence operations, designation of management, and accountability for fiscal matters.
Additionally, the State Comptroller has established an advisory board composed of both participants in
TexPool and other persons who do not have a business relationship with TexPool. The advisory board
members review the investment policy and management fee structure. Finally, Standard & Poor’s rates
TexPool “AAAM”. As a requirement to maintain the rating, weekly portfolio information must be submitted
to Standard & Poor’s, as well as to the office of the Comptroller of Public Accounts for review.

TexPool is an external investment pool measured at amortized cost. In order to meet the criteria to be
recorded at amortized cost, TexPool must transact at a stable net asset value per share and maintain
certain maturity, quality, liquidity, and diversification requirements within TexPool. TexPool transacts at a
net asset value of $1.00 per share, has weighted average maturities of 60 days or less, and weighted
average lives of 120 days or less. Investments held are highly rated by nationally recognized statistical
rating organizations, have no more than five percent of portfolio with one issuer (excluding U.S. government
securities), and can meet reasonably foreseeable redemptions. TexPool has a redemption notice period of
one day and may redeem daily. TexPool may only impose restrictions on redemptions in the event of
general suspension of trading on major securities markets, general banking moratorium, or national state
of emergency that affects the TexPool’s liquidity.

(Continued)

21.



CITY OF EL LAGO, TEXAS
NOTES TO FINANCIAL STATEMENTS
For the year ended September 30, 2024

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

Capital Assets: A summary of changes in capital assets at year-end is as follows:

Gowvernmental activities
Capital assets not being depreciated
Land
Construction in progress
Total capital assets not

being depreciated

Other capital assets
Infrastructure
Buildings and improvements

Furniture and equipment
Total other capital assets

Less accumulated depreciation for
Infrastructure
Buildings and improvements

Furniture and equipment
Total accumulated depreciation
Other capital assets, net

Governmental activities
capital assets, net

Primary Government

Beginning (Decreases)/ Ending
Balance Increases Reclassifications Balance
$ 604,761 $ - $ -3 604,761
153,674 - (153,674) -
758,435 - (153,674) 604,761
4,179,295 - - 4,179,295
3,320,251 318,973 - 3,639,224
228,021 16,662 - 244,683
7,727,567 335,635 - 8,063,202
(1,877,575) (73,026) - (1,950,601)
(1,342,304) (130,658) - (1,472,962)
(214,350) (5,526) - (219,876)
(3,434,229) (209,210) - (3,643,439)
4,293,338 126,425 - 4,419,763
$ 5,051,773 $ 126,425 $ (153,674) 5,024,524
Less debt associated with capital assets (315,000)

Net investment in capital assets $ 4,709,524

Depreciation was charged to governmental functions as follows:

General government $ 133,528
Public works 73,026
Parks and maintenance 2,656

Total governmental activities depreciation and amortization $ 209,210

(Continued)
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NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

Long-Term Debt: The City issued certificates of obligation for the acquisition of assets and construction of
major capital facilities. The certificates of obligation are further supported by specific annual tax levies that
are legally restricted to servicing this debt issuance. The collection and remittance of such levies is
controlled and reported in the general fund, beginning in fiscal year 2012. The certificates of obligation were
privately placed at the time of issuance. The following is a summary of the changes in the City’s long-term
obligations for the year:

Amounts
Beginning Ending Due Within
Balances Additions (Reductions) Balances One Year
Direct placements
Certificates of obligation $ 460,000 $ -8 (145,000) $ 315,000 * $ 155,000
Other liabilities
Compensated absences 4,634 9,346 (9,849) 4,131 3,718
Total governmental activities $ 464,634 $ 9,346 $ (154,849) $ 319,131  $ 158,718
Long-term debt due in more than one year $ 160,413
*Debt associated with capital assets $ 315,000

Long-term liabilities applicable to the City’s governmental activities are not due and payable in the current
period and, accordingly, are not reported as fund liabilities in the governmental fund. The governmental
activities compensated absences are liquidated by the general fund. Interest on long-term debt is not
accrued in the governmental fund, but rather is recognized as an expenditure when due.

Long-term debt at year end was comprised of the following debt issue:

Interest
Description Rate Balance
Certificates of Obligation-Direct Placement
Series 2010 2.42 $ 315,000
Total governmental activities long-term debt $ 315,000

On April 8, 2015, the City passed a Resolution Modifying Ordinance Authorizing the Issuance of Certificates
of Obligation (the “Resolution”). This Resolution reflects the agreement between the City and the holder of
the certificates to lower the interest rate from 4.45% to 2.42%, effective December 1, 2015 and to extend
the call date to December 2021.

(Continued)
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NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)
The annual requirements to amortize direct placement debt outstanding at year end were as follows:

Governmental Activities
Certificates of Obligation

Fiscal Year ended September 30, Principal Interest

2025 $ 155,000 $ 7,623

2026 160,000 3,872
Total $ 315,000 $ 11,495

Fund Balance: Assigned fund balance as of September 30, 2024 consisted of the following:

Assigned Fund Balance

Entrances $ 80,000
Operating reserve 120,723
Total $ 200,723

NOTE 4 - OTHER INFORMATION

Risk Management: The City is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the City participates along with
2,800 other entities in the Texas Municipal League’s Intergovernmental Risk Pools ( the “Pool”). The Pool
purchases commercial insurance at a group rate for participants in the Pool. The City has no additional
risk or responsibility to the Pool, outside of the payment of insurance premiums. The City has not
significantly reduced insurance coverage or had settlements which exceeded coverage amounts for the
past three years.

Contingent Liabilities: Amounts received or receivable from granting agencies are subject to audit and
adjustment by grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount of expenditures
which may be disallowed by the grantor cannot be determined at this time, although the City expects such
amounts, if any, to be immaterial.

Deferred Compensation Plan: The City offers its employees a deferred compensation plan (the “Plan”)
created in accordance with the Internal Revenue Code Section 457. The Plan, available to all permanent
City employees, permits them to defer until future years up to 25 percent of annual gross earnings not to
exceed $13,000. The City matches employee contributions to the Plan up to six percent of these annual
earnings. The deferred compensation is not available to employees until termination, retirement, death, or
an unforeseeable emergency. The City contributed $2,362 to the Plan during the fiscal year.

(Continued)
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NOTE 4 - OTHER INFORMATION (Continued)

Related Organizations and Joint Ventures:

Lakeview Police Department: The City entered into an interlocal cooperation agreement with the City
of Taylor Lake Village to create the Lakeview Police Department (the “Department”). The City and the
City of Taylor Lake Village (the “Participating Cities”) each provide 50 percent of the support necessary
to furnish all police services and law enforcement activities to the Participating Cities. Each City Council
of the Participating Cities appoints two representatives and one alternate to the Department’s Board of
Commissioners (the “Board”) biannually. The Department’s Board controls the operations of the
Department, which includes adopting operating and capital budgets.

On September 20, 2012, the City entered into a facilities agreement with the Department. The City
agreed to lease approximately 1,255 square feet of the building located at 98 Lakeshore Drive, El Lago,
Texas to the Department. The building is used by the Department for the conduct of its governmental
operations, including the provision of law enforcement and police protection. The Department shall
compensate the City for the space occupied in an amount equal to the building space occupied by the
Department within the facility multiplied by a lease and utilities cost amount of $19.91 per square foot
per year. The fees shall be prorated on a monthly basis and deducted from the City’s monthly funding
payment. For the year ended September 30, 2024, the City received the equivalent of $24,987 in rent
income.

Consolidated financial information of the Department extracted from the audited financial statements
for the year ended September 30, 2024, on which the Department’s auditors expressed an unmodified
opinion, is as follows:

2024
Total assets $ 381,680
Total liabilities 129,500
Total participants' equity $ 252,180
Total revenues $ 1,882,134
Total expenses 1,815,964
Revenues over expenses 66,170
Beginning participants' equity 186,010
Ending participants' equity $ 252,180

Seabrook Volunteer Fire Department: The City has entered into an interlocal agreement (the “Contract”)
with the Seabrook Volunteer Fire Department for firefighting services that started October 13, 2013.
The terms of the Contract state that after one year, if no new Contract replacing the current Contract is
entered between the parties, then the parties agree that after September 30, 2014, the Contract shall
continue on a month-to-month basis, unless terminated earlier. The City has agreed to pay the sum of
$144,676 per year, payable in equal monthly installments of $12,056.33. For each annual payment
thereafter, there will be an increase in the payment amount of one and one-half percent per year to
compensate for inflation. For 2024, the City paid $166,272.
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CITY OF EL LAGO, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
For the year ended September 30, 2024

Variance with

Final Budget
Original Final Actual Positive
Budget Budget Amounts (Negative)
Revenues
Taxes and fees
Property $ 1,553,545 $ 1,553,545 $ 1,523,764 $ (29,781)
Franchise 161,500 161,500 148,117 (13,383)
Sales 250,000 250,000 233,293 (16,707)
Other 22,000 22,000 24,012 2,012
Licenses and permits 101,085 101,085 123,824 22,739
Fines and forfeitures 110,300 110,300 111,042 742
Charges for services 119,387 119,387 141,964 22,577
Intergovernmental 134,522 134,522 208,681 74,159
Investment income 25,000 25,000 60,234 35,234
Other 4,000 4,000 8,500 4,500
Total revenues 2,481,339 2,481,339 2,583,431 102,092
Expenditures
Current
General government 770,748 770,748 708,347 62,401
Public health 201,250 201,250 199,454 1,796
Municipal court 109,450 109,450 94,835 14,615
Public safety 1,123,495 1,123,495 1,429,789 (306,294) *
Public works 338,900 338,900 28,778 310,122
Parks and maintenance 168,875 168,875 155,557 13,318
Debt service
Principal 145,000 145,000 145,000 -
Interest 11,132 11,132 11,132 -
Total expenditures 2,868,850 2,868,850 2,772,892 95,958
Net change in fund balance $ (387,511) $ (387,511) (189,461) $ 198,050
Beginning fund balance 1,352,975
Ending fund balance $ 1,163,514

Notes to Required Supplementary Information:

1. Annual budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP).
2. *Expenditures exceeded appropriations at the legal level of control. This is primarily due to additional
disaster recovery expenditures.
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