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Honorable Mayor, City Council and City Administrator
City of Kennedale
Kennedale, Texas

We have audited the accompanying general purpose financial statements
of the City of Kennedale, Texas, as of and for the year ended September
30, 1995, as listed in the table of contents. These general purpose
financial statements are the responsibility of the City’s management.
Our responsibility is to express an opinion on these general purpose
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the general purpose
financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the general purpose financial statements. An audit
also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall general
purpose financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to in
the first paragraph present fairly, in all material respects, the
financial position of the City of Kennedale, Texas, as of September 30,
1995, and the results of its operations and cash flows of its
proprietary fund types for the year then ended, in conformity with
generally accepted accounting principles.

L Ot~

GUINN & SCOTT

Fort Worth, Texas
January 25, 1996






CITY OF KENNEDALE, TEXAS
COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
SEPTEMBER 30, 1995

PROPRIETARY FUND TYPES ACCOUNT GROUPS TOTALS
GOVERNMENTAL FUND TYPES ENTERPRISE GENERAL GENERAL (MEMORANDUM ONLY)
DEBT WATER AND FIXED LONG-TERM SEPTEMBER 30:
GENERAL SERVICE SEWER AMBULANCE ASSETS DEBT 1995 1994
LIABILITIES
Accounts payable $ 113,935 s $ 96,264 % 2,952 $ $ $ 213,151 ¢ 233,710
Accrued liabilities 110,819 45,075 8,938 164,832 100,071
Revenue bonds - Current (Note 8) 0
Payable from restricted assets:
Revenue bonds (Note 8) 20,000
Deposits 92,476 92,476 87,796
Accrued interest 104
Due to other funds (Note 10) 16 396 24,000 24,412 31,232
Due to other governments 269
Deferred reverue (Note 3) 41,685 6,045 47,730 41,140
Notes payable (Note 8) 283,434 283,434 312,567
General obligation bonds payable (Note 8) 114,000 114,000 148,000
TOTAL LIABILITIES $ 266,455 ¢ 6,045 $ 234,211 $ 35,890 s $ 397,434 3 940,035 $ 974 889
FUND EQUITY
Contributed capital:
Municipality $ $ $ 1,079,119 s 622 % $ $ 1,079,741 s 1,079,741
Developers 1,169,926 1,169,926 1,105,668
Federal grants 1,943,266 1,943,266 1,923,323
Customers 5,281 5,281 5,281
Investments in general fixed assets 5,697,029 5,697,029 5,471,203
Retained earnings:
Reserved for revenue bond retirement, loans 24,000 24,000 39,456
Unreserved 783,892 15,534 799,426 816,179
Fund balances:
Reserved for encumbrances 11,500 11,500 57,487
Reserved for automotive sub-fund 29,108
Unreserved:
Designated for debt service 12,810 12,810 11,799
Designated for subsequent years!
expenditures 155,675 155,675 218,489
Undesignated 341,602 341,602 134,998
TOTAL FUND EQUITY $ 508,777 % 12,810 $ 4,976,203 $ 45,437 $ 5,697,029 s $ 11,240,256 $ 10,892,732
TOTAL LIABILITIES AND $ 775,232 s 18,855 $ 5,210,414 $ 81,327 $ 5,697,029 s 397,434 3 12,180,291 s 11,867,621

FUND EQUITY === ¥  SS=ITIIISZIT | Sszossz=sssz sssss=scoosss P — =

The accompanying notes to the financial statements are an integral part of this statement.
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CITY OF KENNEDALE, TEXAS
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES
YEAR ENDED SEPTEMBER 30, 1995

TOTALS
ALL GOVERNMENTAL FUND TYPES (MEMORANDUM ONLY)
DEBT SEPTEMBER 30:
GENERAL SERVICE 1995 1994
REVENUES
Taxes
Property taxes $ 728,564 % 89,818 $ 818,382 $ 730,490
Franchise taxes 266,220 266,220 247,328
Sales taxes 439 758 439,758 365,802
Total Taxes $ 1,434,542 % 89,818 $ 1,524,360 $ 1,343,620
Licenses and permits 53,584 53,584 47,869
Intergovernmental revenues 123,948 123,948 119,845
Charges for services 128,768 128,768 84,316
Fines and forfeits 128,344 128,344 122,320
Miscel laneous:
Interest on investments 42,257 2 42,259 19,776
Other 39,79 39,79 83,300
TOTAL REVENUES $ 1,951,237 $ 89,820 $ 2,061,057 $ 1,821,046
EXPENDITURES:
Current:
General government $ 425,698 $ $ 425,698 s 417,093
Public safety:
Police 716,397 716,397 704,178
Fire 324,759 324,759 331,797
Public works and streets 361,827 361,827 376,476
Culture and recreation 52,155 52,155 39,164
Debt service:
Principal retirement 79,987 79,987 78,987
Interest and fiscal charges 8,822 8,822 11,020
TOTAL EXPENDITURES $ 1,880,833 % 88,809 $ 1,969,645 $ 1,958,715
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES $ 70,401 $ 1,011 $ 71,412 $¢ 137,669)
OTHER FINANCING SOURCES (USES):
Operating transfers out ( 1,706) ( 1,706)
TOTAL OTHER FINANCING SOURCES (USES) $( 1,706) $( 1,706) $
EXCESS OF REVENUES AND OTHER SOURCES OVER
(UNDER) EXPENDITURES AND OTHER USES $ 68,695 % 1,011 s 69,706 $¢ 137,669)
Fund Balance, October 1 440,082 11,799 451,881 589,550

Fund Balance, September 30 $ 508,777 s 12,810 $ 521,587 $ 451,881

The accompanying notes to financial statements are an integral part of this statement.
-4-






OTHER FINANCING SOURCES (USES):
Operating transfers out

TOTAL OTHER FINANCING
SOURCES (USES) (NET)

EXCESS OF REVENUES AND
OTHER SOURCES OVER
(UNDER) EXPENDITURES
AND OTHER USES
Fund Balance, October 1, 1994

Fund Balance, September 30, 1995

CITY OF KENNEDALE, TEXAS

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

GENERAL AND DEBT SERVICE FUNDS

YEAR ENDED SEPTEMBER 30, 1995

(CONTINUED)
GENERAL FUND DEBT SERVICE FUND
VARIANCE VARIANCE
FAVORABLE FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) BUDGET ACTUAL (UNFAVORABLE)
$ 1,706 8 1,706 $ 0 s $ $
$¢ 1,706) $(C 1,706) 0 s $ $
$ 50,607 s 68,695 $ 18,088 3 719 $ 1,011 $ 292
440,082 440,082 11,799 11,799
$ 490,689 $ 508,777 s 18,088 s 12,518 $ 12,810 $ 292

The accompanying notes to financial statements are an integral part of this statement.

-6-



CITY OF KENNEDALE, TEXAS
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED
EARNINGS
PROPRIETARY FUND TYPES - ALL ENTERPRISE FUND TYPES
YEAR ENDED SEPTEMBER 30, 1995

TOTALS
(MEMORANDUM ONLY)
WATER AND AMBULANCE SEPTEMBER 30:
SEWER __ FUND FUND 1995 1994
OPERATING REVENUES
Charges for services 3 939,960 $ 195,238 3 1,135,198 $ 1,021,516
OPERATING EXPENSES
Personal services 3 204,869 $ 105,893 s 310,762 $ 302,257
Contractual services 22,554 22,554 16,264
Supplies 23,367 10,446 33,813 33,094
Materials 13,827 1,685 15,512 28,267
General services 269,737 24,100 293,837 254,219
Depreciation 160,411 18,242 178,653 167,120
Bad debts 1,918 47,634 49,552 19,047
Intergovermmental charges 295,834 295,834 250,861
TOTAL OPERATING EXPENSES $ 992,517 $ 208,000 $ 1,200,517 $ 1,071,129
OPERATING INCOME (LOSS) $C_ 52,557y $¢ 12,762) $C 65,319y $¢ 49 613)
NONOPERATING REVENUE§ (EXPENSES)
Interest revenue 23,77 272 24,043 16,2%4
Interest expense and fiscal
charges ( 1,336) «( 1,190) ( 2,526) ¢« 2,350)
Sale of assets 9,888 9,888
TOTAL NONOPERATING REVENUE
(EXPENSE) 3 32,323 3¢ 2918) % 31,405 % 13,944
NET INCOME (LOSS) $( 20,234) 3¢ 13,680) 3¢ 33,914) $¢ 35,669)
Contribution from General Fund 1,706 1,706 0
RETAINED EARNINGS,
October 1 804,126 51,508 855,634 891,303
RETAINED EARNINGS,
September 30 3 783,892 3 39,534 8 823,426 3 855,634

The accompanying notes to financial statements are an integral part of this statement.

GUINN & SCOTT
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CITY OF KENNEDALE, TEXAS
COMBINED STATEMENT OF CASH FLOWS (CONTINUED)
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY
OPERATING ACTIVITIES
PROPRIETARY FUND TYPE - ALL ENTERPRISE FUND TYPES
YEAR ENDED SEPTEMBER 30, 1995

TOTALS
(MEMORANDUM ONLY)
WATER AND AMBULANCE SEPTEMBER 30:
SEWER FUND FUND 1995 1994
OPERATING INCOME (LOSS) $( 52,557) $¢ 12,762) 3¢( 65,319) $¢ 49,613)
Adjustments to reconcile
operating income to net
cash provided by operating
activities:
Depreciation 160,411 18,242 178,653 167,120
Provision for uncollectible
accounts 136 10,563 10,699 19,247
Change in assets and
liabilities:
Decrease in accounts receivable 18,439
Increase in accounts receivable ( 23,796) «( 11,162) ( 34,938) ( 16,024)
Decrease in due from other funds 1,223 389 1,612 0
Increase in due from other funds ( 1,222)
Increase in accounts payable 12,013 12,013 1,627
Decrease in accounts payable ( 551) ¢ 551) ¢ 29,439)
Increase in accrued liabilities 31,981 3,013 34,994 5,378
Net cash provided by
operating activities $ 129,411 ¢ 7,752 $ 137,163 3 115,513
NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES
During the year C.D.B.G. paid for and contributed street improvements
and water lines in the amount of s 122,352
Developers paid for and contributed waterlines and storm sewers in the
amount of 86,072

The accompanying notes to financial statements are an integral part of this statement.

GUINN & SCOTT
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Kennedale was incorporated in 1947. The City
operates under a Mayor-Council form of government and provides
the following services:

Police and fire protection, public works, ambulance and
general administrative services. 1In addition, the City owns
and operates a water and sewer system.

The combined general purpose financial statements of the City
have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to government units.

The reporting entity for financial reporting purposes include
all activities over which the City Council exercises over-
sight responsibility. Therefore, the following are not
included because they are autonomous entities:

Kennedale Independent School District - provides
educational services.

The accounting policies of the city of Kennedale, Texas
conform to generally accepted accounting principles as
applicable to governmental units. The following is a summary
of the more significant policies:

A. BASIS OF PRESENTATION - FUND ACCOUNTING

The accounts of the City are organized on the basis of
funds and account groups, each of which is considered a
separate accounting entity. The operations of each fund
are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund
balance/retained earnings, revenues and
expenditures/expenses. The various funds are grouped by
type in the combined general purpose financial statements.
The following fund types and account groups are used by
the City:

GOVERNMENTAL FUND TYPES

Governmental Funds are those through which most
governmental functions of the City are financed. The
acquisition, use and balances of the City’s expendable
financial resources and the related 1liabilities (except
those accounted for in the proprietary fund type) are
accounted for through governmental funds. The measurement
focus is upon determination of changes in financial
position, rather than upon net income determination. The
following are the City’s governmental fund types:

GUINN & SCOTT

CERTIFIED PUBLIC ACCOUNTANTS

-10~-



CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

General Fund - The General Fund is the general operating
fund of the cCity. It is used to account for all
financial resources except those required to be
accounted for in another fund. There are two sub funds
of the general fund, they are part of the general fund
and reported there.

Debt Service Fund - The Debt Service Fund is used to
account for the accumulation of resources for, and the
payment of, general long-term debt principal, interest
and related costs.

PROPRIETARY FUND TYPE

Enterprise Funds - Enterprise Funds are used to account
for operations (a) that are financed and operated in a
manner similar to private business enterprises - where
the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods
or services to the general public on a continuing basis
be financed or recovered primarily through user
charges; or (b) where the governing body has decided
that periodic determination of revenues earned,
expenses incurred and/or net income is appropriate for
capital maintenance, public policy, management control,
accountability, or other purposes.

ACCOUNT GROUPS

Account groups are used to establish accounting control
and accountability for the City’s general fixed assets
and general long-term debt. The following are the
City’s account groups:

General Fixed Assets Account Group - This group of
accounts 1s established to account for all fixed
assets of the City, other than those accounted for in
proprietary funds.

General Long-Term Debt Account Group - This group of
accounts 1s established to account for all long-term
debt of the City except that accounted for in
proprietary funds.

Total Columns On Combined Statements - Total columns on
the Combined Statements are captioned "Memorandum Only"
to indicate that they are presented only to facilitate
financial analysis. Data in these columns do not
present financial position, results of operations, or
changes in financial position in conformity with
generally accepted accounting principles. Nor is such
data comparable to a consolidation. Interfund
eliminations have not been made in the aggregation of
this data.

GUINN & SCOTT
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

B. BASIS OF ACCOUNTING

The modified accrual basis of accounting is followed by
the governmental funds. These revenues are recognized
when susceptible to accrual, i.e., both measurable and
available. Available means collectible within the current
period or soon enough thereafter to be used to pay
liabilities of current period. Expenditures, other than
interest on long-term debt are recorded when the liability
is incurred, if measurable. Interest on long-term debt is
recorded when due.

In applying the susceptible to accrual concept to
intergovernmental revenues, the 1legal and contractual
requirements of the individual programs are used as
guidance.

Property and sales tax revenues are recorded under the
susceptible to accrual concept. Franchise taxes, licenses
and permits, fines and miscellaneous revenues (except
earnings on investments) are recorded as revenues when
received in cash because they are generally not measurable
until actually received. Investment earnings are recorded
as earned since they are measurable and available.

The accrual basis of accounting is utilized by the
proprietary fund type.

For purposes of the statement of cash flows, the Water and
Sewer Fund considers all highly 1liquid investments

(including restricted assets) with a maturity of three
months or less when purchased to be cash equivalents.

BUDGETARY DATA

(1) General Budget Policies

The City Council follows these procedures in establishing
the budgetary data reflected in the combined financial
statements:

l. Prior to the beginning of the fiscal year, the City
Administrator submits  to the City Council a proposed
budget. The budget includes proposed expenditures and
the means of financing them.

2. Public hearings are conducted to obtain taxpayer
comments.

3. Prior to September 30, the budget is 1legally enacted
through passage of an ordinance. The annual appropri-
ations lapse at year end.

4. Revisions that alter the total expenditures of any fund
must be approved by the City Council.

GUINN & SCOTT

CERTIFIED PUBLIC ACCOUNTANTS
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

5. Budgets for the General and Debt Service Funds are
adopted on a basis consistent with generally accepted
accounting principles. Budgeted amounts presented in
the general purpose financial statements are as
originally adopted and amended by the City Council.

ENCUMBRANCES

Encumbrance accounting, under which purchase orders, con-
tracts and other commitments for the expenditure of monies
are recorded in order to reserve that portion of the
applicable appropriation, is employed in the governmental
fund types. Encumbrances outstanding at year end are
reported as reservations of fund balances because they do
not constitute expenditures or liabilities.

INVESTMENTS

Investments are stated at cost, which approximates market.
(See Note 2)

GENERAL FIXED ASSETS

General fixed assets have been acquired for general gov-
ernmental purposes. Assets purchased are recorded as
expenditures in the governmental funds and capitalized at
cost in the General Fixed Assets Account Group. Contri-
buted fixed assets are recorded at estimated fair market
value at the time received.

Fixed assets consisting of certain improvements (other
than buildings and street improvements funded by General
Obligation Bonds) including roads, bridges, curbs and
gutters, streets and sidewalks, drainage systems and
lighting systems have not been capitalized prior to 1980.
Such assets normally are immovable and of value only to
the City; therefore, the purpose of stewardship for
capital expenditures is satisfied without recording these
assets.

No depreciation has been provided on general fixed assets
and no interest has been capitalized.

PROPERTY, PLANT AND EQUIPMENT -~ ENTERPRISE FUNDS

Property, plant and equipment owned by Enterprise Funds
are stated at cost or estimated fair market value at the
date contributed. Depreciation has been provided on a
straight-line basis over the estimated useful lives of the
respective assets as follows:

Buildings, structures

and improvements 20 & 50 years
Machinery and equipment 4 - 10 years
No interest has been capitalized.

GUINN & SCOTT

CERTIFIED PUBLIC ACCOUNTANTS
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NOTE 2 -

CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

H. COMPENSATED ABSENCES

Vacation, sick leave and compensatory time are granted to
City employees in limited amounts. Accumulated vested
amounts that are expected to be liquidated with expendable
available financial resources are accrued as expenditures
and fund 1liabilities in the General Fund and Enterprise
Funds. Liabilities accrued as of September 30, 1995 by

fund are:
General Fund S 72,740.28
Water & Sewer Fund 9,724.21
Ambulance Fund 4,966.76

S 87,431.25

I. RESERVES

Retained earnings have been reserved for the excess of
restricted assets over related liabilities.

J. UNBILLED CHARGES

Unbilled utility service charges of the Water and Sewer
Fund at year end are estimated and recorded as
receivables, net of estimated uncollectibles.

K. TRANSACTIONS BETWEEN FUNDS

Residual equity transfers between funds are reported as
changes to fund balances of governmental funds and contri-
buted capital of the proprietary funds. There were none
this year. All other transfers between funds are treated
as operating transfers and are included in the results of
operations of both governmental and proprietary funds.

CASH AND INVESTMENTS

The City maintains a cash pool and an investment pool that is

available for use by all funds. Each fund type’s portion of
these pools 1is displayed on the combined balance sheet as
"Cash" and "Investments", In addition, investments are

separately held by several of the City’s funds.
Deposits

At year-end, the carrying amount of the City’s cash on hand
and deposits was $291,156 (including depeosits ~in transit) and
the bank balance was $289,767.' The bank balance was entirely

covered by federal depository insurance or by collateral held
by the City’s agent in the City’s name.

GUINN & SCOTT

CERTIFIED PUBLIC ACCOUNTANTS
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

Investments

The City in general, is authorized to invest its public funds
in any obligations or securities described in Section 2 or 3

of the Public Funds Investment Act of 1987 as amended; and,
specifically three government pools within certain
limitations.

The City’s investments are categorized to give an indication
of the 1level of risk assumed by the entity at year-end.
Category 1 includes investments that are insured or registered
or for which the securities are held by the City or its agent
in the cCity’s name. Catego 2 includes wuninsured “and
unregistered investments for which the securities are held by
the broker’s or dealer’s trust department or agent in the
City’s name. Category 3 includes uninsured and unregistered
investments for which the securities are held by the broker or
dealer, or by its trust department or agent but not in the
City’s name.

CATEGORY CARRYING MARKET
1 2 3 AMOUNT VALUE
Treasury bills $264,396 $ 264,396 S 269,540
Mutual funds/pools:
Texpool 592 592
Lone Star Investment Pool 528,193 528,193
Treasury Cash Series-Federal funds 257,909 257,909
Total investments $ 1,051,090 $1,056,234

NOTE 3 -

Investments during the fiscal years ended September 30, 1994
and 1995 were limited to governmental pools investing in
government securities and to U.S. Treasury obligations only.

PROPERTY TAX

Property taxes attach as an enforceable lien on property as of
January l. Taxes are levied each October 1 on the assessed
value for all real property and certain personal property lo-
cated in the City. The assessed value, net of exemptions,
upon which the fiscal 1994-95 levy was based was approximately
$143,701,798.

General propert taxes are limited by the Texas Constitution
to $2.50 per gloo of assessed valuation. The combined tax
rate to finance general governmental service and debt service
for the year ended September 30, 1995 was $.562514 per $100 of
assessed valuation.

Property taxes are due by January 31 following the levy date.
Current tax collections for the year ended September 30, 1995
were 97.99% of the tax levy. Property taxes are being
collected by Tarrant County for the City.

GUINN & SCOTT
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NOTE 4 -

NOTE 5 =~

CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

Property taxes of $808,366 were levied for 1994-95 and are
recorded as receivables, net of estimated uncollectibles. The
net receivables collected and those considered "available" at
September 30, 1995 (i.e., property taxes collected within 60
days of year end) are recognized as revenues in 1995. Prior
year levies were recorded using these same principles. The
remaining receivables are reflected as deferred revenue.

The appraisal of property within the cCity is the responsi-
bility of a county-wide Appraisal District as required by
legislation passed "by the Texas Legislature. The Appraisal
District is required under such legislation to assess all
property within the Appraisal District on the basis of 100% of
1ts appraised value and is prohibited from applying any
assessment ratios. The value of the property within the
Appraisal District must be reviewed every two years; however,
the City may, at its own expense, require annual reviews of
appraised values.

DUE FROM OTHER GOVERNMENTS

The amount due for City sales tax revenue for September 1995
amounted to $29,888.

FIXED ASSETS

A summary of changes in general fixed assets follows:

BALANCE BALANCE
OCTOBER 1, SEPTEMBER 30,
1994 ADDITIONS DELETIONS 1995
Land, buildings
and improve-
ments $1,581,370 $ S $ 1,581,370
Machinery and
equipment 1,472,070 80,422 33,911 1,518,581
Streets and other
improvements 2,417,763 179,315 2,597,078
$5,471,203 $ 259,737 $ 33,911 $ 5,697,029

A summary of proprietary fund type property, plant and
equipment at September 30, 1995 follows:

WATER AND AMBULANCE

SEWER FUND FUND
Land $ 66,060 S
Buildings, structures and improvements 5,998,805
Machinery and equipment 254,124 158,913
$6,318,989 S 158,913
Less accumulated depreciation 1,914,704 97,354

$4,404,285 $ 61,559

GUINN & SCOTT
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NOTE 6 -

NOTE 7 -

CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

CAPITAL LEASES

Leased property at September 30, 1995 under Capital leases is
capitalized in general fixed assets - Machinery and equipment
in the amount of $475,726.

The following is a schedule by years of future minimum lease
payments under Capital leases together with the present value
of the net minimum lease payments as of September 30, 1995:

Year ending September 30:

1996 $ 49,056

1997 49,056

1998 49,056

1999 ‘ 47,779

2000 45,987

2001 45,987

2002 45,987

2003 45,987

Total minimum lease payments : $ 378,895
Less: Amount representing interest 95,460

Present value of net minimum

lease payments $ 283,435

RISK MANAGEMENT

The City carries its general insurance risks with a public
entity risk pool by transferring all risks to the insurance
carrier except for small deductible amounts.

EMPIOYEE PLANS

a. Deferred Compensation Plan

The government offers its employees a deferred

compensation plan administered by a trust established

by public employers in which the deferred amounts are

not held by nor required to be considered assets of the

City and are not subject to the claims of the City’s
eneral creditors. No costs or 1liabilities are
incurred by the City.

b. Volunteer Fire/Ambulance Incentive Program (VIP)
This program was established March™ 9, 1989 by City
Council as an incentive to encourage volunteers to join
and/or stay in the program by providing life insurance
and saving plan benefits. All costs are to be paid by
the City and includes furnishing $5,000 of permanent
life insurance and $200 per year in the savings plan
for each volunteer. The volunteers may continue the

GUINN & SCOTT
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

insurance coverage at their own expense in case of
departure. The savings program vests 75% after 10
years up to 100% after 15 years. The City reserves the
right to discontinue the program at anytime by giving
30 days notice.

The contribution by the City to the saving plan for the
current year amounted to $1,680. The balance including
interest in the cash account at September 30, 1995 was
$19,774. Life insurance premiums paid during the year
amounted to $2,249.

c. Cafeteria Plan (IRC Sec 125)
Plan benefits consist of a health plan
(hospitalization) and a dental plan for which the city
pays the employee portion of the premiums. Dependent
coverage is funded by charges to employees. Disability
and accident coverage was added to the plan this year
and is paid entirely by employees.

d. Pension Plan
1. Plan Description

Beginning April 1, 1992, all full-time employees of
the City are covered by the Texas Municipal Retire-
ment System (TMRS), which is a multiple-employer
public employee retirement system. It 1is the
opinion of the TMRS management that the plans in
TMRS are substantially defined contribution plans,
but they have elected to provide additional
voluntary disclosure to help foster a better under-
standing of some of the nontraditional character-
istics of the Plan.

Benefits depend upon the sum of the employee’s
contributions to the plan, with interest, and the
City-financed monetary credits, with interest. At
the date the plan began, the City granted monetary
credits for service rendered before the plan began
of a theoretical amount equal to two times what
would have been contributed by the employee, with
interest, prior to establishment of the plan.
Monetary credits for service since the plan began
are a percent (100%, 150% or 200%) of the employee’s
accumulated contributions. In addition, the City
can grant as often as annually another type of
monetary credit referred to as an updated service
credit which 1is a theoretical amount which, when
added to the employee’s accumulated contributions
and the monetary credits for service since the plan
began, would be the total monetary credits and em-
ployee contributions accumulated “~with interest if

GUINN & SCOTT

CERTIFIED PUBLIC ACCOUNTANTS

-18-



CITY OF KENNEDALE, TEXAS

NOTES TO COMBINED FINANCIAL STATEMENTS

SEPTEMBER 30, 1995

the current employee contribution rate and City
matching percent has always been in existence and if
the employee’s salary had always been the average of
his salary in the last three years that are one year

before the effective date. At retirement, the
benefit is calculated as if the sum of the
employee’s accumulated contributions and the

employer-financed monetary credits with interest
were used to purchase an annuity.

Members can retire at ages 60 and above with 10 or
more years of service or with 25 years of service
regardless of age. The plan also provides death and
disability benefits. A member 1s vested after 10
years, but he must 1leave his accumulated contri-
butions in the plan. If a member withdraws his own
money, he is not entitled +to the employer-financed
monetary credits, even if he is vested. The plan
provisions are adopted by the governing body of the
City, within the options  available in the State
statutes governing TMRS and within the actuarial
constraints also in the statutes.

Contributions

The contribution rate for the employees is 5%, and
the City matching percent is currently 100%, both as
adopted by the governing body of the City. Under
the state law governing TMRS, the City contribution
rate is annually determined by the actuary. This
rate consists of the normal cost contribution rate
and the prior service contribution rate, both of
which are calculated to be a 1level percent of
payroll from year to year. The normal cost contri-
bution rate finances the currently accruing monetary
credits due to city matching percent, which are the
obligation of the City as of an employee’s
retirement date, not at the time the employee’s con-
tributions are made. The normal cost contribution
rate is the actuarially determined percent of
payroll necessary to satisfy the obligation of the
City to each employee at the time his retirement
becomes effective. The prior service contribution
rate amortizes the unfunded actuarial liability over
the remainder of the plan’s 25-year amortization
period. When the City periodically adopts updated
service credits and 1increases its annuities in
effect, the increased unfunded actuarial liability
is to be amortized over a new 25-year period.
Currently, the unfunded actuarial liability is being
amortized over the 25-year period which began April
1992. The unit credit actuarial cost method is used
for determining the City contribution rate.
Contributions are made monthly by both the employees

GUINN & SCOTT
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and the City. Since the City needs to know its
contribution rate in advance to budget for it, there
is a one-year lag between the actuarial valuation
that is the basis for the rate and the calendar year
when the rate goes into effect.

The City’s total payroll for the year ended
September 30, 1995 was $1,106,286, and their
contributions were based on a participating payroll
of $1,104,800. Both the City and the employees made
the required contributions, amounting to $39,786 at
a retirement rate of 3.58% for the City and $55,240
(5%) for the employees. There were no related party
transactions.

Funding Status and Progress

Even though the substance of the City’s plan is not
to provide a defined benefit in some form, some
additional voluntary disclosure is appropriate due
to the nontraditional nature of the defined
contribution plan which had an initial unfunded
pension benefit obligation due to the monetary
credits granted by the City for service rendered
before the plan began and which can have additions
to the unfunded pension benefit obligation through
the periodic adopticon of increases in benefit
credits and benefits. Statement No. 5 of the
Governmental Accounting Standards Board (GASB 5)
defines pension benefit obligation as a standardized
disclosure measure of the actuarial present value of
pension benefits, adjusted for the effects of
projected salary increases, estimated to be payable
in the future as a result of employee service to
date. The measure 1is intended to help users assess
the funding status of public employee pension plans,
assess progress made in accumulating sufficient
assets to pay benefits when due, and make com-
parisons amoung public employee pension plans.

The pension benefit obligation shown below is
similar in nature to the standardized disclosure
measure required by GASB 5 for defined benefit plans
except that there is no need to project salary
increases since the benefit credits earned for
service to date are not dependent upon future
salaries. The calculations were made as part of the
annual actuarial valuation as of December 31, 1994,
Because of the money-purchase nature of the plan,
the interest rate assumption, currently 8.0% per

ear, does not have as much impact on the results as
1t does for a defined benefit plan. Market value of
assets is not determined for each city’s plan, but
the market value of assets for TMRS as a whole was
98.6% of book value as of December 31, 1994.

GUINN & SCOTT
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Pension benefit obligation MEMBER CITIES
(Amts in Millions)

Annuitants currently receiving
benefits $ 488.6
Terminated employees 362.0
Current employees -
Accumulated employee contributions
including allocated invested

earnings 1,279.3
Employer-financed vested 1,948.8
Employer-financed nonvested 309.5

Total S 4,388.2

Net assets available for benefits,
at book value 3,394.2
Unfunded pension benefit obligation $ 994.0

The book value of assets is the amortized cost for
bonds and original cost for short-term securities
and stocks. The actuarial assumptions used to com-
pute the actuarially determined City contribution
rate are the same as those used to compute the
pension benefit obligation.

City’s Contributions FYE 9-30-95 FYE 9-30-94
General Fund S 27,845 § 31,330
Water and Sewer Fund 5,875 5,737
Ambulance Fund 2,251 2,729

$ 35,971 $ 39,796

Trend Information

Ten-year historical trend information presenting the
TMRS progress in accumulating sufficient assets to
pay benefits when due 1is “presented in the TMRS
December 31, 1994, Comprehensive Annual Financial

Report.

GUINN & SCOTT
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NOTE 8 - LONG-TERM DEBT

CITY OF KENNEDALE, TEXAS

NOTES TO COMBINED FINANCIAL STATEMENTS

SEPTEMBER 30, 1995

Long-term debt transactions of the City for the year ended September 30, 1995 were as fol lows:

DATE OF ORIGINAL BALANCE DEBT DEBT BALANCE INTEREST
ISSUE AMOUNT AT _10-01-94 INCURRED RETIRED AT _09-30-95 RATE
General Obligation Bonds
Sewer system 3-01-60 $ 80,000 $ 28,000 s $ 9,000 s 19,000 51/2 %
Sewer system 11-01-62 30,000 30,000 30,000 5 1/2
Sewer construction 7-10-64 25,000 25,000 25,000 5
Sewer system 5-01-65 15,000 15,000 15,000 5172
Sewer 3-01-73 170,000 50,000 25,000 25,000 6 1/4
Total Bonds $ 148,000 $ $ 34,000 $ 114,000
Other Long-Term Debt
To Whom Payable Security
Liabilities on Capital Lease/Purchase:
Corporation Copier 12-21-90 7,718 1,672 1,672 0
Equipment
Corporation Copier 3-02-94 12,789 11,025 2,405 8,620
Equipment
Corporation Radio
Equipment 5-27-93 323,291 299 870 25,056 274,814
Total Other $ 312,567 ¢ $ 29,133 ¢ 283,434
Totals per General Long-Term Debt Account Group $ 460,567 s $ 63,133 ¢ 397,434

-22-

MATURITY

oM 96; 10M 97

10M 11-1-98/2000

10M 1-10-2001; 15M 2002
15M 5-1-2003

254 96

Final payment made Sept 1995

Payable $269.14 per month
for 5 years.

Payable $45,987 per year
for 7 years
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NOTES TO COMBINED FINANCIAL STATEMENTS
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NOTE 8 - LONG-TERM DEBY (Continued)

DATE © ORIGINAL BALANCE DEBY DEBT BALANCE INTEREST
OF ISSUE AMOUNT AT 10-01-94 INCURRED RETIRED AT _09-30-95 RATE MATURITY
Revenue Bonds
W & S Revenue 3-01-73 $ 140,000 s 20,000 s $ 20,000 $ 0
Total Revenue Bonds per Water and Sewer Fund $ 20,000 s $ 20,000 s 0
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NOTE 9 -

CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

LONG TERM DEBT (CONTINUED)

The annual requirements to amortize all debt outstanding as of
September 30, 1995, including interest of $119,549 are as

follows:
GENERAL
YEAR ENDING NOTES OBLIGATION
SEPTEMBER 30, PAYABLE BONDS TOTAL
1996 49,056 40,085 89,141
1997 49,056 14,000 63,056
1998 49,056 13,725 62,781
1999 47,779 13,175 60,954
2000 45,987 12,625 58,612
2001 45,987 12,075 58,062
2002 45,987 16,575 62,562
2003 45,987 15,825 61,812
$ 378,895 $ 138,085 $ 516,980

The ordinances authorizing the issuance of General Obligation
Bonds created the Debt Service Fund. All taxes levied and
collected for and on account of said bonds are pledged to the
Debt Service Fund in amounts authorized by the City Council,
but never 1less than annual maturing interest and principal
requirements. $12,810 is available in the Debt Service Fund
to service the general obligation bonds.

SEGMENTS OF ENTERPRISE ACTIVITIES

This requirement is effectively met in this report by the
combined financial statement presentations because the City
maintains only two Enterprise Funds and both are reported
individually 1n the statements.

GUINN & SCOTT
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NOTE 10 -

NOTE 11 -

CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1995

TRANSACTIONS BETWEEN FUNDS

Individual fund interfund receivable and payable balances at
September 30, 1995 were as follows:

INTERFUND INTERFUND

FUND RECEIVABLES PAYABLES
General Fund S 24,396 S 16
Water & Sewer Fund 0 396
Ambulance Fund 16 24,000

$ 24,412 $ 24,412

The Water & Sewer Fund paid the General Fund $123,948 as its
share of overhead expense as authorized in the budget. The
charges are classified as intergovernmental charges.

COMMITMENTS AND CONTINGENCIES

A sewer contract with the City of Fort Worth is based on
volume and is paid monthly.

A garbage disposal contract with a third party commercial
contractor is paid monthly with a portion retained as
franchise revenue.

The City is tentatively planning to issue Certificates of
Obligation for an estimated $400,000 to $600,000 to be used
for improvements to water and sewer lines and to purchase a

fire truck.
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C.N.GUINN, C.P.A. 1200 SUMMIT AVENUE, SUITE 700
J. LARRY SCOTT, C.P.A. FORT WORTH, TEXAS 76102
(817) 335-5453
January 25, 19986 FAX (817) 335-54%8

Honorable Mayor, City Council and City Administrator
City of Kennedale .
Kennedale, Texas

Gentlemen:

During the course of The City’s audit for the fiscal year ended
September 30, 1995, we discussed several comments and recommendations
with management regardlng your operational policies and procedures
and internal control as follows:

Reportable Condition
For segregation of duties for a small government see separate
report.

J

Employee Fidelity Bond
The Councill has previously determaned that this coverage was
not cost effective. = -

Cash Position
The cash and cash equivalents 1ncreased $248,848 during the
year to $1,343,829. Investment 1ncome 1ncreased from $30,232
to $66,302, prlmarlly by investing in an overnight sweep
account.

Bi-Weekly Payroll
The bi-weekly payroll is being satisfactorily serviced by ADP
after a few 1initial problems.

Water & Sewer Dept
Water shrinkage is the largest in several years.

Operations
The city administrator, department heads and their staffs
continue to be very conscientious and efficient.

We wish to thank the staff for the continued courtesies and
cooperation extended to us during the course of our audit. Vicki and
her staff, as always, were very helpful.

Yours very truly,

GUINN & SCOTT, CPA’S

C. N. Guinn, C.P.A.

CNG/1lda
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C.N.GUINN, C.P.A. 1200 SUMMIT AVENUE, SUITE 700
J. LARRY SCOTT, C.P.A. FORT WORTH, TEXAS 76102
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(817) 335-5453
FAX (817) 335-5458

Honorable Mayor, City Council and
City Administrator

City of Kennedale

Kennedale, Texas

In planning and performing our audit of the general purpose financial
statements of The City of Kennedale for the yYear ended September 30,
1995, we considered its internal control structure in order to
determine our auditing procedures for the purpose of expressing our
opinion on the general purpose financial statements and not to provide
assurance on the internal control structure. However, we noted certain
matters involving the internal control structure and its operation that
we consider to be reportable conditions under standards established by
the American Institute of Certified Public Accountants. Reportable
conditions involve matters coming to our attention relating to signif-
icant deficiencies in the design or operation of the internal control
structure that, in our judgement, could adversely affect Kennedale’s
ability to record, summarize, and report financial data consistent with
the assertions of management in the general purpose financial
statements.

Because the government is small, there are too few employees to permit
an adequate segregation of duties.

This report is intended solely for the information and use of the City
Council, Management, and others within the administration.
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GUINN & SCOTT, CPA’S

JANUARY 25, 1996
DATE




