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REPORT OF INDEPENDENT AUDITORS 
 
 
 
To The Honorable Mayor and 
   Members of City Council 
City of Stafford, Texas 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities, the aggregate 
discretely presented component units, each major fund and the aggregate remaining fund information of 
City of Stafford, Texas (the “City”) as of and for the year ended September 30, 2013, and the related 
notes to the financial statements, which collectively comprise the City’s basic financial statements as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit. We did not 
audit the financial statements of the Stafford Municipal School District, a discretely presented component 
unit of the City which reflects 88% of total assets and 89% of total revenues of the discretely presented 
component units. Those financial statements were audited by other auditors whose reports thereon have 
been furnished to us, and our opinion, insofar as it relates to the amounts included for that discretely 
presented component unit is based solely on the report of the other auditors. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 



To The Honorable Mayor and 
   Members of City Council 
City of Stafford, Texas 
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Opinions 

In our opinion, based on our audit and the report of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the governmental 
activities, each major fund, the aggregately discretely presented component units and the aggregate 
remaining fund information of the City, as of September 30, 2013, and the respective changes in financial 
position and, where applicable, cash flows thereof for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Emphasis of Matter 

As discussed in Note 16 to the financial statements, the City adopted the provisions of GASB Statement 
No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net 
Position and GASB Statement No. 65, Items Previously Recorded as Assets and Liabilities as of 
September 30, 2013. Our opinion is not modified with respect to this matter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 3 through 10, and the budgetary schedules and retirement system 
information on pages 44 through 47 be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City’s basic financial statements. The combining and individual fund statements and 
schedules, other supplementary information, and budgetary comparison schedules are presented for 
purposes of additional analysis and are not a required part of the basic financial statements. The 
combining and individual fund statements and schedules, other supplementary information, and budgetary 
comparison schedules are the responsibility of management and were derived from and relate directly to 
the underlying accounting and other records used to prepare the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the basic financial statements or to 
the basic financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the combining and 
individual fund statements and schedules, other supplementary information, and budgetary comparison 
schedules are fairly stated, in all material respects, in relation to the basic financial statements as a whole. 

 
 
Houston, Texas 
February 24, 2014 
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As management of the City of Stafford (the “City”), we offer readers of the City’s financial statements 
this narrative overview and analysis of the financial activities of the City for the fiscal year ended 
September 30, 2013.   
 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the City’s basic financial 
statements.  The City’s basic financial statements are comprised of three components: (1) government-
wide financial statements, (2) fund financial statements, and (3) notes to the financial statements.  This 
report also contains other supplementary information in addition to the basic financial statements 
themselves. 
 
Government-wide Financial Statements  
 
The government-wide financial statements are designed to provide readers with a broad overview of the 
City’s finances, in a manner similar to a private-sector business. 
 
The statement of net position presents information on all of the City’s assets and liabilities, with the 
difference between the two reported as net position.  Over time, increases or decreases in net position may 
serve as a useful indicator of whether the financial position of the City is improving or deteriorating. 
 
The statement of activities presents information showing how the government’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as the underlying 
event to the change occurs, regardless of timing of related cash flows.  Thus, revenues and expenses are 
reported in this statement for some items that will only result in cash flows in the future fiscal periods 
(e.g. municipal court fines). 
 
Both of the government-wide financial statements distinguish functions of the City that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs through user fees and charges (business-type 
activities).  The governmental activities of the City include general government and administration, public 
safety, public works, and parks and recreation.  The City currently does not have any business-type 
activities. 
 
The government-wide financial statements include not only the City itself (known as the primary 
government), but also legally separate entities for which the City is financially accountable.  Financial 
information for these discretely presented component units is reported separately from the financial 
information presented for the primary government itself.  The City’s two discretely presented component 
units consist of the following: Stafford Economic Development Corporation and Stafford Municipal 
School District. 
 
The government-wide financial statements can be found on pages 13 through 15 of this report. 
 
Fund Financial Statements 
 
A fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives.  The City, like other state and local governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements.  All of 
the funds of the City can be divided into two categories:  governmental funds and proprietary funds. 
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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 fiscal year.  Such 
information may be useful in evaluating a government’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements.  By doing 
so, readers may better understand the long-term impact of the government’s near-term financing 
decisions.  Both the governmental funds balance sheet and the governmental funds statement of revenues, 
expenditures and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 
 
The City maintains eleven (11) individual governmental funds.  Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and 
changes in fund balances for the General Fund and the Hotel Occupancy Tax Special Revenue Fund 
which are considered to be major funds.  Data for the other nine (9) funds are combined into a single, 
aggregated presentation. Individual fund data for each of these non-major governmental funds is provided 
in the form of combining statements elsewhere in this report. 
 
The governmental funds financial statements can be found on pages 16 through 19 of this report. 
 
Proprietary Funds / Internal Service Fund  
 
Internal service funds are maintained on the same basis of accounting as the government-wide financial 
statements described earlier. The City uses the internal service fund to report activities for its self-funded 
health insurance program to accumulate and allocate costs internally among the various governmental 
functions.  
 
The basic internal service fund financial statements can be found on pages 20 through 22 of this report. 
 
Notes to the Basic Financial Statements   
 
The notes provide additional information that is essential to a full understanding of the data provided in 
the government-wide and fund financial statements.  The notes to the financial statements can be found 
on pages 23 through 42 of this report. 
 
Other Information 
 
In addition to the basic financial statements and accompanying notes, this report also presents required 
supplementary information -- Schedules of Revenues, Expenditures, and Changes in Fund Balances - 
Budget and Actual for both the General Fund and Hotel Occupancy Tax Special Revenue Fund and 
information concerning the City’s progress in funding its obligation to provide pension benefits to its 
employees.  Required supplementary information can be found on pages 44 through 47 of this report. 
 
The other supplemental information is presented following the required supplementary information.  
These combining and individual statements and schedules can be found on pages 50 through 54 of this 
report.  
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Government-wide Financial Analysis 
 
As noted earlier, net position may serve over time as a useful indicator of government’s financial position.  
In the case of the City of Stafford, assets exceeded liabilities by $78.9 million as of September 30, 2013. 
 
By far the largest portion of the City’s net position, 77 percent reflects its net investment in capital assets 
(e.g., land, construction in progress, buildings, improvements other than buildings, machinery and 
equipment, and infrastructure), less any debt used to acquire those assets that is still outstanding.  The 
City uses capital assets to provide services to citizens; consequently these assets are not available for 
future spending.  Although the City’s investment in its capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from other sources, since 
the capital assets themselves cannot be used to liquidate these liabilities. 
 
 
CONDENSED SCHEDULE OF NET POSITION
September 30, 2013  and 2012

Governmental Activities Change
 2013  2012  Amount  Percent 

Current and other assets 22,881,223$ 20,789,267$ 2,091,956$   10%
Capital assets 62,266,118 64,458,951 (2,192,833)   -3%
Total Assets 85,147,341   85,248,218   (100,877)      0%

Current and other liabilities 1,315,403 1,217,229 98,174         8%
Long-term liabilities 4,902,007 5,416,130 (514,123)      -9%
Total Liabilities 6,217,410     6,633,359     (415,949)      -6%

Net position:

Net investment in capital assets 60,431,234   62,207,226   (1,775,992)   -3%
Restricted 5,612,236     4,685,188     927,048       20%
Unrestricted 12,886,461   11,722,445   1,164,016     10%
Total Net Position 78,929,931$ 78,614,859$ 315,072$     0%

                                             
 
 
An additional 7 percent portion of the City’s net position represents resources that are subject to external 
restrictions on how they may be used.  The remaining balance of unrestricted net position of $12.9 million 
may be used to meet the government’s ongoing obligations to citizens and creditors. 
 
As of September 30, 2013, the City is able to report positive balances in all three categories of net 
position. 
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The following table provides a summary of the City’s operations for the year ended September 30, 2013: 
 

CONDENSED STATEMENT OF ACTIVITIES

For the Years Ended September 30, 2013  and 2012

Governmental Activities Change
 2013  2012  Amount  Percent 

Revenues

Program revenue:

Charges for services 4,753,075$   4,507,453$   245,622$     5%
Operating grants 
    and contributions 35,362 45,237 (9,875)         -22%

Capital grants and contributions 622,167 290,216 331,951       114%

General revenues:                

Sales and use taxes 12,130,090 10,952,700 1,177,390     11%

Other taxes 3,112,695 2,892,481 220,214       8%
Unrestricted investment 
    earnings 39,852 43,649 (3,797)         -9%

Miscellaneous 48,552 71,511         (22,959)        -32%
Total Revenues 20,741,793   18,803,247   1,938,546     10%

Expenses:

General Administration 2,813,532 2,919,922 (106,390)      -4%

Finance Administration 298,320 291,134 7,186           2%

Municipal Services & Public works 6,436,562 7,964,052 (1,527,490)   -19%

Police and Emergency Services 7,518,145 7,159,460 358,685       5%

Recreation and performing arts 1,169,008 1,446,811 (277,803)      -19%

Stafford Centre 1,737,773 1,672,207 65,566         4%

Judicial 405,209 420,636 (15,427)        -4%

Interest on long-term debt 48,172 58,389 (10,217)        -17%
Total Expenses 20,426,721   21,932,611   (1,505,890)   -7%

Change in net position 315,072       (3,129,364)   3,444,436     -110%

Net Position - Beginning 78,614,859   81,744,223   (3,129,364)   -4%
Net Position - Ending 78,929,931$ 78,614,859$ 315,072$     0%

                
Governmental activities 
 
Governmental activities slightly increased the City’s net position by $315,072 .  The key changes in 
financial activity from the prior year are as follows: 

 Sales and use taxes increased by approximately $1.1 million due primarily to improved economic 
conditions 

 Expenses related to municipal services and public works decreased by $1.5 million due to 
completion of the Stafford/Staffordshire road project in the previous fiscal year. 
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A comparison of program expenses to program revenues follows: 
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Revenue sources for governmental activities were distributed as follows: 
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Financial Analysis of the City’s Funds 
 
As noted earlier, the City of Stafford uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 
Governmental Funds 
 
The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and 
balances of spendable resources. Such information is useful in assessing the City’s financing 
requirements.  In particular, unreserved fund balance may serve as a useful measure of a government’s net 
resources available for spending at the end of the fiscal year. 
 
As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund 
balances of $20.8 million. A portion of the fund balance ( $5.6 million) is restricted by law or third-party 
agreements and is not available for general governmental expenditures. The remainder of the 
governmental fund balance of  million is available for any lawful purpose. 
 
The General Fund balance increased by $1.4 million in the current fiscal year primarily due to an increase 
in sales tax receipts. 
 
Proprietary Funds   
 
The City’s proprietary fund statements provide the same type of information found in the government-
wide financial statements.  
 
Unrestricted net position at September 30, 2013, amounted to $379,469 compared to a net position 
balance of $315,847 at September 30, 2012. Total net position increased $63,622 .  
 
General Fund Budgetary Highlights 
 
Differences between the original budget and the final amended budget resulted in an increase in 
appropriations. This increase was primarily due to restructuring of the Fire Department as well as 
unanticipated vehicle maintenance in the Fire Department. Other increases included amending the budget 
for encumbrances from the prior year as well as increasing and or decreasing individual line items to meet 
the needs of the departments. 
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Capital Assets and Debt Administration 
 
The City’s investment in capital assets for its governmental activities as of September 30, 2013, amounted 
to $62.3 million (net of accumulated depreciation).  This investment in capital assets includes land, 
construction in progress, buildings, improvements other than buildings, machinery and equipment, and 
infrastructure. 
 
The following table shows the balances at September 30, 2012 and 2013: 
 

 2012  2013 

Capital Assets not being depreciated
Land 4,948,125$    4,948,125$     
Construction in progress 388,915        687,503         

Capital Assets, net of depreciation
Buildings 22,560,381    21,768,617     
Improvements other than buildings 1,506,142     1,820,571      
Machinery and equipment 4,557,345     4,532,875      
Infrastructure 30,498,043    28,508,427     

Total capital assets - Governmental 
Activities 64,458,951$  62,266,118$   

 
Additional information on the City’s capital assets can be found in Note 6 to the financial statements of 
this report. 

 
Long-term liabilities 
 
At the end of the current fiscal year, the City had a total long-term debt liability of $4.9 million.  This is a 
decrease from the prior year of approximately $500,000, primarily due to principal payments made on the 
outstanding general obligation bonds and capital lease.  The entire amount of bonded debt is backed by 
the full-faith and credit of the City.  A schedule of long-term debt at September 30, 2012 and 2013 
follows: 

2012 2013
  General obligation bonds 435,000$       220,000$       
  Capital leases payable 1,117,172      847,827        
  Sales Tax obligations 2,370,675      2,252,154      
  Compensated absences - sick leave 793,730        801,898        
  Net pension obligation 699,553        780,128        

5,416,130$    4,902,007$    

 
 

The City continues to hold an “A2” rating from Moody’s Investor Service and an “AA” rating from 
Standard and Poor’s. 
 
Additional information on the City’s long-term debt can be found in Note 7 to the financial statements of 
this report. 
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Economic Factors and Next Year’s (2013-2014) Budgets and Rates  
 
In the 2013-14 Budget, General Fund revenues are budgeted to increase by approximately 8% from the 
2012-13 budget year primarily due to a budgeted increase in sales tax. Appropriations are budgeted to 
decrease by approximately 5% from the 2012-13 budget year due to the completion of certain street 
projects. 
 
In preparing the 2013-14 budget, management considered certain economic factors including: 

 Increase in salary to all full-time employees 
 Sales tax realization 
 Ongoing street repair projects 

 
 
Request for Information 
 
This financial report is designed to provide a general overview of the City’s finances.  Questions 
concerning any of the information provided in this report or requests for additional financial information 
should be addressed to the Director of Finance, City of Stafford, 2610 South Main, Stafford, Texas, 
77477. 
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CITY OF STAFFORD, TEXAS
STATEMENT OF NET POSITION

September 30, 2013

 Primary 
Government Component Units

 Governmental 
Activities 

 Stafford 
Economic 

Development
Corporation 

 Stafford 
Municipal 

School District 

Assets

Cash and cash equivalents 19,948,450$    11,454,956$    24,804,858$   
Receivables (Net of Allowance for Uncollectibles) 2,920,450 676,703 940,165         
Inventories 10,438                                            
Prepaid expenditures 1,885                              85,513          
Capital assets, not subject to depreciation:

Land 4,948,125                        657,500         
Construction in progress 687,503                           4,517,029      

Capital assets, net of depreciation:
Infrastructure 28,508,427                 
Buildings and improvements 23,589,188                      58,297,124    
Machinery and equipment 4,532,875                        2,839,779      

Total Capital Assets 62,266,118                      66,311,432    
Total Assets 85,147,341     12,131,659     92,141,968    

Liabilities

Accounts payable and accrued expenses 1,033,522 200,308 6,097,352      
Due to component units 16,305                                            
Unearned revenues 265,576                           17,504          
Long-term liabilities:

Due within one year 528,533          784,332          1,363,581      
Due in more than one year 4,373,474       20,858,064     61,860,720    

Total Liabilities 6,217,410       21,842,704     69,339,157    

Net Position
Net investment in capital assets 60,431,234                      9,991,427      
Restricted for:

Grants 8,497            
Debt service 204,673          1,481,109      
Municipal courts 129,703          
Public safety 77,449           
Community projects 296,297          
Tourism 4,904,114       

Unrestricted 12,886,461 (9,711,045)      11,321,778    
Total Net Position 78,929,931$    (9,711,045)$    22,802,811$   

                                  
See Notes To Basic Financial Statements.                                   
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CITY OF STAFFORD, TEXAS
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2013

Functions/Programs  Expenses 
 Charges for 

Services 

 Operating 
Grants and 

Contributions 

 Capital Grants 
and 

Contributions 

Primary government
Governmental Activities:

General Administration 2,813,532$     16,093$          31,938$          $                   
Finance Administration 298,320
Municipal Services & Public works 6,436,562 1,499,024 622,167
Police and Emergency Services 7,518,145 1,485,784 3,424
Recreation and performing arts 1,169,008 190,530
Stafford Centre 1,737,773 1,509,533
Judicial 405,209 52,111
Interest on long-term debt 48,172

Total governmental activities 20,426,721     4,753,075       35,362           622,167             

Component Units

Stafford Economic Development 
   Corporation 2,425,506 246,253
Stafford Municipal School District 35,027,741     679,245          4,151,536       
Total component units 37,453,247     679,245          4,151,536       246,253             

Total 57,879,968$    5,432,320$     4,186,898$     868,420$           

General revenues:
Taxes:

Sales tax
Franchise taxes
Occupancy and other taxes
Property taxes

Unrestricted investment earnings
Grants and contributions not restricted
Miscellaneous
Total general revenues

Change in net position
Net Position - Beginning (as restated)
Net Position - Ending

See Notes to Basic Financial Statements.

Program Revenue
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Net (Expense) Revenue and Changes in Net Position
 Primary 

Government Component Units

 Governmental 
Activities 

 Stafford 
Economic 

Development
Corporation 

 Stafford 
Municipal 

School District 

(2,765,501)$        
(298,320)            

(4,315,371)         
(6,028,937)         

(978,478)            
(228,240)            
(353,098)            
(48,172)              

(15,016,117)        

(2,179,253)$        $                       
(30,196,960)        

                     (2,179,253)         (30,196,960)        

(15,016,117)$      (2,179,253)$        (30,196,960)$      

12,130,090 4,023,188
1,746,294
1,366,401

24,787,011         
39,852 27,876 37,985               

2,083,344           
48,552 93,634 602,216             

15,331,189         4,144,698           27,510,556         
315,072             1,965,445           (2,686,404)         

78,614,859         (11,676,490)        25,489,215         
78,929,931$       (9,711,045)$        22,802,811$       
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CITY OF STAFFORD, TEXAS
BALANCE SHEET

GOVERNMENTAL FUNDS

September 30, 2013

 General Fund 

 Hotel 
Occupancy Tax 

Fund 

 Non-Major 
Governmental 

Funds  

 Total 
Governmental 

Funds  
Asse ts

Cash and cash equivalents 13,817,133$    4,897,607$     616,471$          19,331,211$      
Taxes receivable, net 1,966,374       144,793          28,631             2,139,798          
Other receivables 427,567                                              427,567            
Due from other governments 346,778                                              346,778            
Due from other funds 263,780                           153,736            417,516            
Inventories 10,438                                               10,438              
Prepaid expenses 1,885                                                 1,885                

Total Asse ts 16,833,955$    5,042,400$     798,838$          22,675,193$      

Liabilitie s

Accounts payable 837,139$        $                400$                837,539$           
Accrued expenditures 69,511                                               69,511              
Due to other funds 153,736          97,561           24,027             275,324            
Due to component unit 16,305                                               16,305              
Unearned revenue 265,576                                              265,576            

Total Liabilitie s 1,342,267       97,561           24,427             1,464,255          

De fe rre d Inflows  of Re source s

Unavailable revenues - fines and fees 301,898          28,631             330,529            
Unavailable revenues - stafford centre                  40,725           40,725              

Total De fe rre d Inflows  of Re source s 301,898          40,725           28,631             371,254            

Fund balance s

Nonspendable 12,323                                               12,323              
Restricted for:                                                                          

Debt service                                   229,260            229,260            
Capital Projects 13,071             13,071              
Municipal court programs                                   129,703            129,703            
Public safety programs                                   77,449             77,449              
Municipal services                                   296,297            296,297            
Tourism                  4,904,114                          4,904,114          

Assigned 271,144          271,144            
Unassigned 14,906,323                                         14,906,323        

Total Fund B alance s 15,189,790     4,904,114       745,780            20,839,684        

Total Liabilitie s , De fe rre d Inflows , and 
Fund B alance s 16,833,955$    5,042,400$     798,838$          22,675,193$      

See Notes to Basic Financial Statements.
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CITY OF STAFFOR D , TEXAS
R E C ONC ILIA TION OF  THE  GOV E R NM E NTA L F UNDS B A LA NC E  SHE E T 
    TO THE  GOV E R NM E NTA L A C TIV ITIE S STA TE M E NT OF  NE T POSITION

September 30 , 2013

Total fund balance, governmental funds 20,839,684$ 

Amounts reported for governmental activities in the Statement of Net P osition are different 
because:

Capital assets used in governmental activities are not current financial resources and 
therefore are not reported in this fund financial statement, but are reported in the 
governmental activities of the Statement of Net P osition. 62,266,118   

Uncollected fines and forfeitures and other long-term receivables are not available to pay 
current period expenditures and therefore are not reported in the fund financial 
statements, but are reported in the governmental activities of the Statement of Net 
P osition. 371,254       

Some liabilities are not due and payable in the current period and are not included in the 
fund financial statement, but are  included in the governmental activities of the Statement 
of Net P osition.

Bonds and capital leases (1,067,827)   
Net pension obligation (780,128)      
Excess sales tax due to State (2,252,154)   
Accrued long-term interest (24,587)        
Accrued compensated absences (801,898)      

Net P osition of Internal Service Fund not reported in governmental funds 379,469

Net P osition of Governmental Activities in the Statement of Net P osition 78,929,931$ 

See Notes to  Basic Financia l S ta tements.                
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CITY OF STAFFORD, TEXAS
STATEMENT OF REVENUES, EXPENDITURES AND 

    CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended September 30, 2013

 General Fund 

 Hotel 
Occupancy Tax 

Fund 

 Non-Major 
Governmental 

Funds 

 Total 
Governmental 

Funds 

Revenues
Taxes:

Sales and use tax 12,247,693$    1,248,712$     3,607$           13,500,012$    
Franchise taxes 1,746,294                                         1,746,294       

Fines and forfeitures 1,022,683                        52,111           1,074,794       
Licenses and permits 459,364                                            459,364          
Intergovernmental 1,033,365                        3,424             1,036,789       
Charges for services 2,155,284                                         2,155,284       
Interest 26,644           10,524           6,248             43,416           
Miscellaneous 157,423                           34,541           191,964          
Total Revenues 18,848,750     1,259,236       99,931           20,207,917     

Expenditures
Current:

General administration 2,054,986                                         2,054,986       
Financial administration 298,320                                            298,320          
Municipal services and public works 4,459,225                        37,056           4,496,281       
Police and emergency services 6,798,992                        37,455           6,836,447       
Recreation and performing arts 427,304          452,447                           879,751          
Stafford Centre 1,468,808                                         1,468,808       
Judicial 388,006                           25,965           413,971          

Capital Outlay 1,208,370       52,847           18,296           1,279,513       
Debt Service:                  

Principal 387,866                           215,000          602,866          

Interest and other charges 7,881                              17,100           24,981           
Total Expenditures 17,499,758     505,294          350,872          18,355,924     

Revenues over (under) expenditures 1,348,992       753,942          (250,941)        1,851,993       

Other Financing Sources (Uses)

Proceeds from sale of assets 42,868                                             42,868           

Total other financing sources (uses) 42,868                                             42,868           

Net Changes in Fund Balances 1,391,860       753,942          (250,941)        1,894,861       
Fund Balances - Beginning of Year 13,797,930 4,150,172       996,721          18,944,823     

Fund Balances - End of Year 15,189,790$    4,904,114$     745,780$        20,839,684$    

See Notes to Basic Financial Statements.
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CITY OF STAFFORD, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND 
    CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE 

    STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2013

Net change in fund balances - total governmental funds: 1,894,861$         

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

Governmental funds report outlays for capital assets as expenditures because such 
outlays use current financial resources. In contrast, the Statement of Activities reports 
only a portion of the outlay as expense.  The capital asset expenditures are allocated 
over the assets' estimated useful lives as depreciation expense for the period. 

This is the amount by which capital outlay of $1,275,388 was exceeded by depreciation 
of $3,883,569 in the current period. (2,608,181)         

Contributions of capital assets by component units and other governmental entities are 
not reported in the governmental fund financial statements as they do not represent a 
flow of current resources. 433,383

Governmental funds report the entire net sales price (proceeds) from sale of an asset as 
revenue because it provides current financial resources. In contrast, the Statement of  
Governmental activities reports only the gain or loss on the sale of the assets. Thus, the 
change in net position differs from the change in fund balance by the book value of the 
asset sold. (18,035)              

Governmental funds do not present revenues (uncollected fines and forfeitures) that are 
not available to pay current obligations.  In contrast, such revenues are reported in the 
Statement of Activities when earned. 58,490               

Governmental funds report repayment of bond principal and capital leases as an 
expenditure. In contrast, the Statement of Activities treats such repayments as a 
reduction in long-term liabilities. This is the amount of payments made on long-term debt. 602,866

Some expenses reported in the statement of activities do not require the use of current 
financial resources and these are not reported as expenditures in governmental funds: 

Accrued interest not reflected in Governmental funds (23,191)              
Compensated absences (8,168)               
Net pension obligation (80,575)              

Operations of Internal Service Funds not reported in Governmental Fund activities 63,622

Change in net position of governmental activities 315,072$           

See Notes to Basic Financial Statements.  
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CITY OF STAFFORD, TEXAS
STATEMENT OF NET POSITION

PROPRIETARY FUND

September 30, 2013

 Governmental 
Activities 

 Internal Service 
Fund 

Assets
Cash and cash equivalents 617,239$                  
Accounts receivable, net 6,307
Total Assets 623,546                   

Liabilities
Claims payable 101,885

Due to other funds 142,192
Total Liabilities 244,077                   

Net Position
Unrestricted 379,469

Total Net Position 379,469$                  

                           

See Notes to Basic Financial Statements.                             
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CITY OF STAFFORD, TEXAS
STATEMENT OF REVENUES, EXPENSES AND 
    CHANGES IN FUND NET POSITION

PROPRIETARY FUND

For the Year Ended September 30, 2013

 Governmental 
Activities 

 Internal Service 
Fund 

Operating Revenues
Health Insurance Premiums 1,552,194$               
Total Operating Revenues 1,552,194                

Operating Expenses
Health Claims 1,171,969
Administrative Fees 317,680
Total Operating Expenses 1,489,649                
Operating income (loss) 62,545                     

Non-Operating Revenues 
Earnings on Investments 1,077
Total Non-Operating Revenues 1,077                      

Change in Net Position 63,622                     
Total Net Position - Beginning of Year 315,847                   
Total Net Position - End of Year 379,469$                 

See Notes to Basic Financial Statements.  
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CITY OF STAFFORD, TEXAS
STATEMENT OF CASH FLOWS

PROPRIETARY FUND

For the Year Ended September 30, 2013

Gove rnme ntal 
Activitie s

Inte rnal Se rvice  
Fund

Cash Flows  From Ope rating Activitie s
Cash received from premiums 1,602,849$             
Cash paid for claims (1,174,606)              
Cash paid for administrative fees (317,680)                
Ne t cash provide d by ope rating activitie s 110,563                 

Cash Flows  From Inve s ting Activitie s
Interest received 1,077                     
Ne t cash use d by inve s ting activitie s 1,077                     

Net increase (decrease) in cash and cash equivalents 111,640                 
Cash and cash e quivale nts  - be ginning of ye ar 505,599
Cash and cash e quivale nts  - e nd of ye ar 617,239$                

                         

Re conciliation of ope rating income  to ne t cash provide d by
ope rating activitie s

Operating Income 62,545$                 
Adjustments to reconcile operating income to net cash provided by
   operating activities:

(Increase) decrease in other receivables (5,455)                    
Increase (decrease) in claims payable (2,637)                    
Increase (decrease) in due to general fund 56,110                   

Ne t cash provide d by ope rating activitie s 110,563$                

See Notes to Basic Financial Statements.                           
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Note 1 - Organization 
 
The City of Stafford, Texas (the “City”) is an independent political subdivision of the State of Texas 
governed by an elected six (6) member council and a mayor.  The City provides services to the citizens of 
the City as authorized in its charter.  Presently these services include police and fire protection, building 
and code inspection, planning, zoning, engineering, drainage, street repair and maintenance, park 
maintenance, recreation facilities, municipal court and general administrative services.   
 
Note 2 - Summary of Significant Accounting Policies 
 
The financial statements of the City have been prepared in conformity with generally accepted accounting 
principles (GAAP) as applied to government units.  The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial 
reporting principles.  The more significant of the government’s accounting policies are described below. 
 
A. Reporting Entity 
 
In conformity with generally accepted accounting principles, the financial statements of component units 
have been included in the financial reporting entity as discretely presented component units. 
 
Stafford Economic Development Corporation (“SEDC”) 
 
In 1999, the City of Stafford formed the Stafford Economic Development Corporation (a 4B corporation), 
which was created by voters approving an additional sales tax to be used for economic development.  State 
law (4B) allows the City to collect sales tax to assist in the promotion and development activities of the City.  
The Stafford Economic Development Corporation has been included as a discretely presented component 
unit in the City’s financial statements in accordance with generally accepted accounting principles for 
governments.  The Board of Directors is appointed by and serves at the discretion of the City Council.  City 
Council approval is required for annual budgets and bonded debt issuance.  In the event of dissolution, net 
position of the Corporation shall be conveyed to the City.  
 
The Financial Statements for the Stafford Economic Development Corporation can be obtained from the 
Director of Finance, City of Stafford, Texas. 
 
Stafford Municipal School District 
 
The Stafford Municipal School District (SMSD) was created by the City of Stafford in 1977, SMSD has 
been included as a discretely presented component unit in the City’s financial statements in accordance with 
generally accepted accounting principles for governments.  SMSD has a separately elected Board of 
Trustees and is a separate legal entity.  However, the City approves the District’s tax rate and budget, and 
must approve any debt issuance made by SMSD.  In 2003, the City received legislative authority from the 
state for the council to have voting authority with the SMSD Board over the adoption of SMSD’s annual 
budget. Therefore, the City Council approval is required for annual budgets and for bonded debt issuance 
making the District a component unit of the City. 
 
The Financial Statements of SMSD can be obtained from the Chief Financial Officer of Stafford Municipal 
School District, 1625 Staffordshire, Stafford, Texas  77477. 
 
The City has an agreement with SMSD concerning its share of construction, maintenance and operating 
costs of a maintenance facility, and the costs of routine maintenance operations as more fully described in 
Note 11 of the financial statements. 
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Note 2 - Summary of Significant Accounting Policies (continued)  
 
The component units identified are included in the City’s reporting entity because of the significance of their 
operational or financial relationships with the City.  The City appoints a majority of these organizations’ 
boards and is either able to impose its will on them or a financial benefit/burden exists. 
 
The financial reporting entity consists of the primary government and other organizations for which the 
primary government is financially accountable. 
 
The definition of a reporting entity is based primarily on the notion of financial accountability.  A primary 
government is financially accountable for the organizations that make up its legal entity.  It is also 
financially accountable for legally separate organizations if its officials appoint a voting majority of an 
organization’s governing body and either it is able to impose its will on that organization or there is a 
potential for the organization to provide specific financial benefits to, or to impose specific financial burdens 
on, the primary government.  A primary government may also be financially accountable for governmental 
organizations that are fiscally dependent on it. 
 
B. Government-wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the Statement of Net Position and the Statement of 
Activities) report information on all of the nonfiduciary activities of the primary government.  These 
statements include all activities of the primary government and its component units.  For the most part, 
the effect of interfund activity has been removed from these statements.  Governmental activities, which 
normally are supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given function or 
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a 
specific function or segment.  Program revenues include (1) charges to customers or applicants who 
purchase, use or directly benefit from goods, services, or privileges provided by a given function or 
segment and (2) grants and contributions that are restricted to meeting operational or capital requirements 
of a particular segment. Taxes and other items not properly included among program revenues are 
reported instead as general revenues. 
 
Separate financial statements are provided for governmental funds and proprietary funds.  The City does not 
have any fiduciary funds.  Major individual governmental funds and the internal service fund are reported as 
separate columns in the fund financial statements.  Non-major governmental funds are combined and 
reported in a separate column in the fund financial statements. The City has only one proprietary fund. 
 
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation  
 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.   
The government-wide financial statements are reported using the economic resources measurement focus, 
as are the proprietary fund financial statements.  The government-wide statements and proprietary fund 
statements are reported using the accrual basis of accounting.  Revenues are recognized when earned and 
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.  Sales taxes 
and franchise fees are recognized as revenues in the year that gives rise to the transaction.  Grants and 
similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have 
been met. 
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Note 2 - Summary of Significant Accounting Policies (continued)  
 
C.  Measurement Focus, Basis of Accounting, and Financial Statement Presentation (continued) 
 
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 if 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. When both restricted and unrestricted resources are 
available for use, it is the City’s policy to use restricted resources first, and then unrestricted resources as 
needed.   
 
Sales taxes, franchise fees, licenses, municipal court revenues 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.  All other revenue items are considered measurable and available only when cash is received 
by the government. 
 
The City reports the following major governmental funds: 
 
 The General Fund is the City’s primary operating fund. It accounts for all financial resources of the 

City, except those required to be accounted for in another fund. The General Fund is made up of 
the City’s General sub-fund and its Municipal Sales Tax sub-fund.  All general tax revenues and 
other receipts that are not restricted by law or contractual agreement to some other fund are 
accounted for in this fund.  General operating expenditures, fixed charges and capital improvement 
costs that are not paid through other funds are paid from the General Fund. 

 
 The Hotel/Motel Occupancy Tax Fund accounts for taxes collected from local hotels and motels 

and can only be used for special purposes as allowed by the State to promote tourism and benefit 
the City in attracting visitors to the City.  

 
The City has one proprietary fund that is not considered a major fund: 
 

The Internal Service Fund accounts for the City’s self-funded medical insurance plan provided for 
the benefit of eligible employees. The revenues of this fund are received from both the general and 
special revenue funds and City employees, and the expenses are comprised of claims paid on behalf 
of the City and its employees. The general fund is contingently liable for liabilities of these funds. 
Sub-fund accounting is employed to maintain the integrity of the various self-insurance activities of 
the City. See Note 9 for additional discussion of the City's self-insurance plan. 
 
The medical insurance plan is intended to be self-supporting and contributions for premiums are 
increased periodically to cover the cost of claims, insurance premiums and administrative fees. 

 
Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations. 
  



CITY OF STAFFORD, TEXAS 
NOTES TO FINANCIAL STATEMENTS (continued) 
 
 

26 

Note 2 - Summary of Significant Accounting Policies (continued)  
 
D. Cash and Cash Equivalents 
 
The City considers highly liquid investments (including restricted assets) with an original maturity of 
three months or less when purchased to be cash equivalents. 

 
E. Investments 

 
In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain 
Investments and External Investment Pools, investments are reported at fair value. Fair values are based 
on published market rates. Current investments have an original maturity greater than three months but 
less than one year at the time of purchase. Non-current investments have an original maturity of greater 
than one year at the time of purchase. 
 
F. Due to and from Other Funds 

 
Interfund receivables and payables arise from interfund transactions and are recorded by all funds affected 
in the period in which transactions are executed.  These receivables and payables are, for the most part, 
eliminated from the Government-Wide Statement of Net Position and are recorded as “due from other 
funds” or “due to other funds” in the fund financial statements. 
 
G. Inventory 
 
Inventory is valued at cost and consists primarily of fuel and supplies.  The consumption method of 
inventory is employed by the City, whereby the purchases of these supplies are charged directly to inventory 
for control and then expended as consumed. 
 
H. Capital Assets 
 
Capital assets, which include land, buildings, improvements other than buildings, machinery and 
equipment, infrastructure, and construction in progress, are reported in the applicable governmental type 
activities columns in the government-wide financial statements.  Capital assets, other than infrastructure 
items, are defined by the government as assets with an initial, individual cost of more than $1,000 and an 
estimated useful life in excess of one year.  All capital assets are valued at historical cost or estimated 
historical cost if actual historical cost is not available.  Donated assets are valued at their fair market value 
on the date donated.  Repairs and maintenance are recorded as expenses.  Renewals and betterments are 
capitalized. 
 
Major outlays for capital assets and improvements are capitalized as projects are constructed.  Interest 
incurred during the construction phase of capital assets of governmental-type activities is not included as 
part of the capitalized value of the assets constructed.   
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Note 2 - Summary of Significant Accounting Policies (continued)  
 
H.  Capital Assets (continued) 
 
Depreciation has been calculated on each class of depreciable property using the straight-line method. 
Estimated useful lives are as follows: 
 
 Asset 
  

Buildings  50 Years 
Improvements other than buildings  20 Years 
Machinery and equipment  4-20 Years 
Infrastructure  20-65 Years 

 
I.  Compensated Absences 
 
The City's sick leave policy provides ten sick leave days per year.  Employees may accumulate up to 180 
sick leave days.  Upon termination of employment, whether voluntary or involuntary, including retirement, 
employees receive payment for a maximum of 30 days accumulated sick leave at their base salary in effect 
at date of termination. 
 
Nonexempt employees are allowed to take compensation time off for hours worked in excess of 40 hours 
during a week. The City has established limits of 40 hours of compensation time that can be accumulated 
which must be taken (or paid to the employee as compensation) before the end of the fiscal year. 
 
Employees are allowed to earn up to 20 vacation leave days per year based on their length of employment 
with the City.  No payment in lieu of taking vacation leave days is available for continuing employees.  
However, in the case of termination due to voluntary termination, discharge, retirement, or death of an 
employee, the employee or their estate shall be paid for the accrued but unused vacation leave as of the 
effective date of termination. The maximum amount of vacation leave paid upon termination, regardless of 
the amount accrued but unused, shall not exceed the total of vacation hours the employee is eligible to earn 
during the year in which termination occurs. 
 
The compensated absences are funded from the General Fund when due and payable.   
 
J. Deferred Inflows of Resources 
 
In addition to liabilities, the statement of financial 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 or fund balance 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 funds balance 
sheet. 
 
K. Use of 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 and 
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period.  Actual amounts may differ from 
these estimates. 
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Note 2 - Summary of Significant Accounting Policies (continued)  
 
L. Long-Term Obligations 
 
In the government-wide financial statements, long-term debt and other long-term obligations are reported 
as liabilities in the applicable governmental activities Statement of Net Position. Bond premiums and 
discounts are deferred and amortized over the life of the bonds using the straight-line method.   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 the debt is reported as other 
financing resources. Premiums received on debt issuances are reported as other financing sources while 
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld 
from the actual debt proceeds received, are reported as debt service expenditures.   
 
 
M. Fund Equity 

As of September 30, 2013, fund balances of the governmental funds are classified as follows: 

Nonspendable - amounts that cannot be spent either because they are in nonspendable form or 
because they are legally or contractually required to be maintained intact. 

Restricted - amounts that can be spent only for specific purposes because of constitutional 
provisions or enabling legislation or because of constraints that are externally imposed by 
creditors, grantors, contributors, or the laws or regulations of other governments. 

Assigned – amounts that reflect the City’s intended use of resources. In the general fund, these are 
amounts that represent open encumbrances that roll into the following budget year. 

Unassigned - all other spendable amounts. 
 
When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is 
available, the City considers restricted funds to have been spent first. The City of Stafford has not adopted 
a minimum fund balance policy for the General Fund.  
 
N. Net Position 

 
Net position represents the differences between assets and liabilities.  Net position invested in capital 
assets, consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of 
any borrowing used for the acquisition, construction or improvements of those assets, and adding back 
unspent proceeds.  Net position are reported as restricted when there are limitations imposed on their use 
either through the enabling legislations adopted by the City or through external restrictions imposed by 
creditors, grantors or laws or regulations of other governments. 
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Note 3 - Deposits and Investments 
 
The City classifies deposits and investments for financial statement purposes as cash and cash 
equivalents, current investments, and non-current investments based upon both liquidity (demand 
deposits) and maturity date (deposits and investments) of the asset at the date of purchase. For this 
purpose an investment is considered a cash equivalent if when purchased it has maturity of three months 
or less. Investments are classified as either current investments or non-current investments. Current 
investments have maturity of one year or less and non-current investments are those that have a maturity 
of one year or more. At September 30, 2013, the City had no investments reported. 
 
Deposits 
 
Custodial Credit Risk - Deposits.  Custodial credit risk is the risk that in the event of a financial institution 
failure, the City’s deposits may not be returned to them.  The City requires that all deposits with financial 
institutions be collateralized in an amount equal to 100 percent of all balances. 
 
Under Texas state law, a bank serving as the depository must have a bond or in lieu thereof, deposited or 
pledged securities (or letters of credit) with the City or an independent third-party agent, an amount equal 
to the highest daily balance of all deposits the City may have during the term of the depository contract, 
less any applicable FDIC insurance. 
 
At September 30, 2013, in addition to petty cash of $1,750 the carrying amount of the City’s cash, savings, 
and time deposits of $19.9 million was entirely covered by federal depository insurance and collateral 
pledged in the City’s name. The collateral was held in the safekeeping department of another bank, which 
acts as the pledging bank’s agent.  
 
Investment Policy 
 
The City held no investments at September 30, 2013.  The City is not exposed to custodial credit risk. 
 
Chapter 2256 of the Texas Government Code (the Public Funds Investment Act) authorizes the City to 
invest its funds under written investment policy (the “investment policy”) that primarily emphasizes 
safety of principal and liquidity, addresses investment diversification, yield, and maturity and addresses 
the quality and capability of investment personnel. This investment policy defines what constitutes the 
legal list of investments allowed under the policies, which excludes certain instruments allowed under 
chapter 2256 of the Texas Government Code. 
 
The City’s deposits and investments are invested pursuant to the investment policy, which is approved by 
the Council. The investment policy includes lists of authorized investment instruments and allowable stated 
maturity of individual investments. In addition it includes an “Investment Strategy Statement” that 
specifically addresses each investment option and describes the priorities of suitability of investment type, 
preservation and safety of principal, liquidity, marketability, diversification and yield. Additionally, the 
soundness of financial institutions (including broker/dealers) in which the City will deposit funds is 
addressed. The City’s investment policy and types of investments are governed by the Public Funds 
Investment Act (PFIA).  The City’s management believes it complied with the requirements of the PFIA 
and the City’s investment policy.   
  
The City’s Investment Officer submits an investment report each quarter to the Council. The report details 
the investment positions of the City and the compliance of the investment portfolios as they relate to both 
the adopted investment strategy statements and Texas State law. 
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Note 3 - Deposits and Investments (continued) 
 
The City is authorized to invest in the following investment instruments provided that they meet the 
guidelines of the investment policy: 

 
1. Obligations of, or guaranteed by, governmental entities as permitted by Government Code 

2256.009; 

2. Certificates of deposit and share certificates as permitted by Government Code 2256.010; 

3. Fully collateralized repurchase agreements permitted by Government Code 2256.011; 

4. Banker’s acceptances as permitted by Government Code 2256.012; 

5. Commercial paper as permitted by Government Code 2256.013; 

6. No-load money market mutual funds and no-load mutual funds as permitted by Government Code 
2256.014; 

7. A guaranteed investment contract as an investment vehicle for bond proceeds, provided it meets the 
criteria and eligibility requirements established by Government Code 2256.015; and 

8. Public funds investment pools as permitted by Government Code 2256.016. 
 
Interest Rate Risk - As a means of minimizing risk of loss due to interest rate fluctuations and in order to 
meet anticipated cash flow requirements, the Investment Policy requires that unless matched to a specific 
cash flow, the City will not directly invest in securities maturing more than two years from the date of 
purchase.  
 
Note 4 - Receivables and Allowance for Uncollectible Accounts   
 
Receivables are evaluated and an allowance for uncollectible accounts is set up when the collections are 
doubtful.  Receivables as of September 30, 2013, are as follows: 
 

 General 
Fund 

 Hotel 
Occupancy 
Tax Fund 

 Non-major 
Governmental 

Funds Total

Receivables:
Sales and use taxes 1,966,374$  144,793$    $               2,111,167$  
Fines and Forfeitures 3,448,565                 3,448,565   
Special assessments               28,631           28,631        
Franchise taxes 125,669      125,669      
Grants 346,778                       346,778      
Other               6,307 6,307         

Gross Receivables 5,887,386   144,793      34,938           6,067,117   
Less: allowance for
  uncollectibles (3,146,667)                                 (3,146,667)  

Net Total Receivables 2,740,719$  144,793$    34,938$         2,920,450$  

 
 

The City completed special work in a subdivision within the City which was financed by general obligation 
bonds.  The City financed the project out of the capital projects fund and has assessed the owners of the 
property $481,000 to be reimbursed to the City over seven years.  The impact fees are recorded in the capital 
project fund as revenue when the payments are received from homeowners.  
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Note 5 - Interfund Receivables, Payables and Transfers 
 
Interfund balances at September 30, 2013, consisted of the following individual fund receivables and 
payables: 
 

Receivable Fund

Payable Fund General Fund
Non-Major 

Funds Totals

General Fund $               148,851$       148,851$        
Hotel Occupancy Fund 97,561 97,561
Non-Major Funds 161,334 161,334
Total 258,895$       148,851$       407,746$        

 
 
Amounts reported as interfund receivables/payables are considered temporary loans needed for normal 
operations and will be repaid during the following fiscal year. 
 
There were no interfund transfers for the year ended September 30, 2013. 
 
Note 6 - Capital Assets 
 
Capital asset activity for the year ended September 30, 2013, was as follows: 
 

Balance Balance 
9/30/2012 Additions Deletions 9/30/2013

Governmental Activities

Capital assets, not being depreciated:
Land 4,948,125$     $               $              4,948,125$   
Construction in progress 388,915 513,003         (214,415)        687,503
Total capital assets, not being 
depreciated 5,337,040     513,003         (214,415)        5,635,628     

Capital assets being depreciated:
Buildings 31,670,565 31,670,565
Improvements other than buildings 2,915,138 594,200         3,509,338
Machinery and equipment 12,414,499 601,568         227,411         13,243,478
Infrastructure 63,577,346 214,415         (360,045)        63,431,716
Total capital assets being 
depreciated 110,577,548  1,410,183      (132,634)        111,855,097 

Less accumulated depreciation for:
Buildings (9,110,184)    (791,764)        (9,901,948)   
Improvements other than buildings (1,408,996)    (279,771)        (1,688,767)   
Machinery and equipment (7,857,154)    (968,048)        114,599         (8,710,603)   
Infrastructure (33,079,303)  (1,843,986)     (34,923,289)  
Total accumulated depreciation (51,455,637)  (3,883,569)     114,599         (55,224,607)  
Total capital assets being 
depreciated, net 59,121,911    (2,473,386)     (18,035)         56,630,490   
Governmental Activities 
    Capital Assets,  Net 64,458,951$  (1,960,383)$   (232,450)$      62,266,118$ 
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Note 6 - Capital Assets (continued) 
 
Depreciation expense was charged to functions/programs of the primary government as follows: 
 

Governmental Activities

General administration 232,167$      
Municipal services and public works 1,971,960
Police and emergency services 698,266
Recreation and performing arts 954,172
Judicial 27,004
Total depreciation expense - 
   governmental activities 3,883,569$    

 
 
Construction in progress for various projects as of September 30, 2013, is as follows: 
 

Authorized Total Remaining
Governmental Activities Contract in Progress Commitment

Staffordshire Road Extension 3,660,000$    525,003$       3,134,997$     
Brand Lane 950,000        162,500         787,500         

5,410,000$    687,503$       4,722,497$     

                  
 
Staffordshire Road Extension 
 
In March 2012, the City entered into an agreement with Texas Department of Transporation (“TXDOT”) 
for the extension of Staffordshire Road from 5th street to Scanlin/Lexington Road.  The City of Stafford 
will be responsible for 100% of the cost for Environmental work, Engineering (Design), ROW and 
utilities.  All other costs will be allocated based on 80% Federal funding and 20% Local Government 
funding until the Federal funding reaches the maximum obligated amount of $2,496,000.   
 
Note 7 - Long-Term Debt 
 
The City issues general obligation bonds, certificates of obligation, permanent improvement bonds and 
permanent improvement refunding bonds.  Payments of principal and interest on the debt are provided 
primarily from sales taxes.  The sales tax for debt payments (0.5 percent) was specifically approved by 
voters for servicing debt to lower the property taxes required for debt service.  According to state law, when 
a City has sales taxes approved to be used for debt payment and the City does not levy property taxes for 
debt service, the City is allowed to use sales tax deposits that exceed the amount of revenue needed to pay 
the current year debt service requirements of the City for municipal purposes consistent with the municipal 
budget.  For the year ended September 30, 2013, the City had excess sales taxes collected of $4,043,361 
over sales tax obligation debt requirements.  These amounts have been recorded in the General Fund to be 
used as approved by City Council.  Investment income realized by the Debt Service Fund from investment 
funds will be used to pay outstanding bond principal and interest. 
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Note 7 - Long-Term Debt (continued) 
 
Summary of Long-Term Debt Transactions 
 
The following is a summary of long-term debt transactions of the City for the year ended September 30, 
2013: 
 

B e g inning E nding D ue  Within
B alance A dditio ns R e ductio ns B alance O ne  Ye ar

  Genera l obliga tion bonds 435,000$        $             (215,000)$    220,000$    220,000$       
  C apita l leases payable 1,117,172                (269,345)      847,827 160,012
  Sa les Tax obliga tions 2,370,675 (118,521)      2,252,154 118,521
  C ompensa ted absences - s ick leave 793,730 35,233         (27,065)        801,898 30,000
  N et pension obliga tion 699,553 986,262       (905,687)      780,128
Go v e rnm e ntal A ctiv itie s  
   L o ng -te rm  L iabilitie s 5,416,130$     1,021,495$   (1,535,618)$  4,902,007$ 528,533$       

 
 
 
Long-term bonded debt at September 30, 2013, is comprised of the following individual issues: 
 

M aturity D e bt
Se rie s Inte re s t R ate O rig inal Is s ue D ate O uts tanding

Ge ne ral O blig atio n B o nds
2004 Series 2.10%  to 4.00% 1,700,000$     2014 220,000$         

 
 
The City is in compliance with all significant bond limitations and restrictions contained in various bond 
orders. $229,260 is available in the debt service fund to service the general obligation debt. 
 
The annual requirements on general obligation bonds and certificates of obligation, as of September 30, 
2013, are shown below: 
 

Ge ne ral O bligation B onds
Ye ar Ending

9/30 Principal Inte re s t Total
2014 220,000$    8,590$         228,590$    

220,000$    8,590$         228,590$    
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Note 7 - Long-Term Debt (continued) 
 
Excess Sales Tax Liability 
 
The City negotiated a long-term payout of excess sales tax received in prior years in the amount of 
approximately $3.6 million, with the State Comptroller. This amount was collected by the City and the 
Stafford Economic Development Corporation (SEDC) during the fiscal year periods 2000 through 
2007.  The total negotiated payout calls for a twenty-five year period with equal prorata amounts deducted 
each month from City’s and the SEDC’s sales tax receipts beginning with October 2007. No interest is 
associated with this long-term liability. 
 
The annual requirements on the City’s portion of the Excess Sales Tax liability, as of September 30, 2013, 
are $118,521 for fiscal years 2014 through 2032, for a total of $2.3 million. 
 
Federal Tax Compliance (Arbitrage) for Long-Term Debt 
 
In accordance with provisions of Section 148 of the Internal Revenue Code of 1986, as amended (the 
“Code”), the City’s long-term debt obligations must meet certain minimum criteria to be considered and 
continue to be considered “tax exempt.”  This “tax exempt” status means that interest income earned by 
purchasers of the City’s long-term debt instruments is not subject to federal income taxes.  Related Treasury 
Regulations promulgated under section 148 of the Code generally provide that the determination of whether 
these obligations are tax exempt is made as of the date such obligations are issued based on a reasonable 
expectation regarding the use of the proceeds of the bonds issued.  Long-term debt that does not meet and 
continue to meet the minimum criteria of Section 148 of the Code and the related Treasury Regulations 
described above are considered “arbitrage bonds” and are not considered “tax exempt” as described above. 
 
Rebate 
 
Obligations will become arbitrage bonds (as described above) if certain arbitrage profits are not paid to the 
federal government as rebate under section 148(f) of the Code.  The City’s obligations to calculate and make 
rebate payments (if any) will continue as long as there are gross proceeds allocable to outstanding debt 
issues.  The City has performed calculations required under section 148(f) of the Code and has no present 
liability nor has the City ever been required to make rebate payments for issued debt in past years. 
 
Unexpended Debt Issuance Proceeds (Yields Restriction Requirements) 
 
Section 148 of the Code also provides that in order for debt to be considered arbitrage bonds (as described 
above), proceeds of such debt must be invested at a yield that is not materially higher than the yield on the 
debt issued starting on the third anniversary of the issue date of such debt.  Accordingly, any unexpended 
proceeds of debt issued by the City that remain unexpended more than three years after such debt was issued 
should be yield restricted.  The yield restriction may be accomplished by making yield reduction payments 
pursuant to Treas. Reg. Section 1.148-5(c).  The City presently has unexpended proceeds from certain debt 
issued that require yield restriction as described above.  The City is currently in compliance with these yield 
restriction requirements and does not anticipate associated significant noncompliance issues.  The City is 
continuing to proceed with reasonable diligence to expense any remaining unexpended debt issuance 
proceeds on qualifying projects or to retire related debt issues still outstanding. 
 
At September 30, 2013, no arbitrage liability exists. 
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Note 7 - Long-Term Debt (continued) 
 
Capital Leases 
 
During the year ended September 30, 2012, the City entered into a lease purchase agreement for firefighting 
equipment (two Custom Pumper Trucks and one Brush Truck) costing $1,186,906. The lease is for a period 
of seven years with annual payments of $184,599 and a stated interest rate of 2.9%. Interest paid on this 
lease was $3,729 for the year ended September 30, 2013. 
 
During the year ended September 30, 2007, the City entered into a lease purchase agreement for firefighting 
equipment (Custom Pumper) costing $542,000.  The lease is for period of seven years with annual payments 
of $92,627 and an effective interest rate of 4.69%.  Interest paid on this lease was $4,152 for the year ended 
September 30, 2013. 
 
The following is a schedule of future minimum lease payments under capital leases, together with the net 
present value of the minimum lease payments, as of September 30, 2013: 
 

Ye ar Ending
9/30 Amount
2014 184,599$     
2015 184,599       
2016 184,599       
2017 184,599       
2018 184,599       

Total minimum lease payments 922,993       
Less amounts representing interest (75,166)        

847,827$     
Net present value of minimum 
   lease payments

 
 
The assets acquired through capital leases are as follows: 
 
 

 Gove rnm e nta l 
A c tivitie s  

A sse ts :
V e hic le s 1,728,906$     

L e ss : A c c um ula te d D e pre c ia tion (562,581)        
N e t 1,166,325$     
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Note 8 - Employee Retirement System 
 
Plan Description 
 
The City provides pension benefits for all of its eligible employees through a non-traditional, joint 
contributory, hybrid defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS), an 
agent multiple-employer public employee retirement system.  The plan provisions that have been adopted 
by the City are within the options available in the governing statues of TMRS. 
 
The city also participates in the cost sharing multiple-employer defined benefit group-term life insurance 
plan operated by the TMRS known as the Supplemental Death Benefits Fund (SDBF). The City elected, 
by ordinance, to provide group-term life insurance coverage to both current and retired employees. The 
City may terminate coverage under and discontinue participation in the SDBF by adopting an ordinance 
before November 1 of any year to be effective the following January 1. 
 
TMRS issues a publicly available comprehensive annual financial report that includes financial statements 
and required supplementary information (RSI) for TMRS; the report also provides detailed explanations of 
the contributions, benefits and actuarial methods and assumptions used by TMRS.  The report may be 
obtained by writing to TMRS, P.O. Box 149153, Austin, TX 78714-9153 or by calling 800-924-8677.  In 
addition this report is available on TMRS’ website at www.TMRS.com.   
 
Benefits 
 
Benefits depend upon the sum of an employee’s contribution 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 (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 is 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 employee 
contributions accumulated, with interest, if the current employee contribution rate and City matching 
percent had 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, with interest, and the employer-financed monetary 
credits, with interest, were used to purchase an annuity. Members may choose to receive their retirement 
benefit in one of seven payment options. Members may also choose to receive a portion of their benefit as a 
Partial Lump Sum Distribution (PLSD).   

 
The plan provisions are adopted by the City Council of the City, within the options available in the state 
statutes governing TMRS and within the actuarial constraints also in the status.  Plan provisions for the City 
were as follows: 
 

Plan Year 2011 Plan Year 2012 Plan Year 2013
Employee deposit rate 7% 7% 7%
Matching ratio (city to employee) 2 to 1 2 to 1 2 to 1
Years required for vesting 5 5 5
Service retirement eligibility (expressed 
   as age/years of service) 60/5, 0/20 60/5, 0/20 60/5, 0/20

Updated Service Credit
100% Repeating, 

Transfers
100% Repeating, 

Transfers
100% Repeating, 

Transfers
Annuity Increase (to retirees) 70% of CPI Repeating 70% of CPI Repeating 70% of CPI Repeating
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Note 8 - Employee Retirement System (continued) 
 
Plan Description (continued) 
 
Members can retire at ages 60 and above with 5 or more years of service or with 20 years of service 
regardless of age.  
 
The death benefit for active employees provides a lump-sum payment approximately equal to the 
employee’s annual salary (calculated based on the employee’s actual earnings, for the 12-month period 
preceding the month of death); retired employees are insured for $7,500; this coverage is an “other 
postemployment benefit,” or OPEB. 
  
Contributions 
 
Under the state law governing TMRS, the contribution rate for each city is determined annually by the 
actuary, using the Projected Unit Credit actuarial cost method.  This rate consists of the normal cost 
contribution rate and the prior service contribution rate, which is calculated to be a level percent of payroll 
from year to year. The normal cost contribution rate finances the portion of an active member’s projected 
benefit allocated annually.  The prior service contribution rate amortizes the unfunded (over-funded) 
actuarial liability (asset) over the applicable period for that city. Both the normal cost and prior service 
contribution rates include recognition of the projected impact of annually repeating benefits, such as 
Updated Service Credits and Annuity Increases. 
 
The City contributes to the TMRS Plan at an actuarially determined rate.  Both the employees and the 
City make contributions monthly.  Since the City needs to know its contribution rate in advance for 
budgetary purposes, there is a one-year delay between the actuarial valuation that serves as the basis for 
the rate and the calendar year when the rate goes into effect (i.e. December 31, 2010, valuation is 
effective for rates beginning in January 2012). 
 
Annual pension cost and net pension obligation as of September 30, 2013 are as follows: 
 

Annual Required Contribution (ARC) 937,293$  
Interest on Net Pension Obligation 48,969     
Adjustment to the ARC (43,023)    
Annual Pension Cost 943,239    
Contributions Made (862,664)  
Increase in net pention 80,575     
Net Pension Obligation, beginning of year 699,553    
Net Pension Obligation, end of year 780,128$  
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Note 8 - Employee Retirement System (continued) 
 
Contributions (continued) 

 
Three-Year Trend Information 

 

Fis cal Ye ar 
Ending

Annual 
Pe ns ion 

Cos t (APC)
% of APC 

Contribute d
Ne t Pe ns ion 
Obligation

2011 1,017,549$    80.0% 583,578$      
2012 927,319        87.5% 699,553        
2013 943,240        91.5% 780,128        

 
 

The City's total payroll in fiscal year 2013 was $6 million and the City's contributions were based on a 
payroll of $6 million. Contributions made by employees totaled $422,312, and the City made contributions 
of $862,664 during the fiscal year ended September 30, 2013. 
 
The city contributes to the SDBF at a contractually required rate as determined by an annual actuarial 
valuation. The rate is equal to the cost of providing one-year term life insurance. The funding policy for 
the SDBF program is to assure that adequate resources are available to meet all death benefit payments 
for the upcoming year; the intent is not to pre-fund retiree term life insurance during employees’ entire 
careers.  
 
The city’s contributions to the TMRS SDBF for the fiscal years ended 2013, 2012 and 2011 were as 
follows and equaled the required contributions each year: 
 

Fiscal Year
Supplemental 

Death Benefits
Percent 

Contributed

2011 15,807            100%
2012 12,116            100%
2013 11,463            100%
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Note 8 - Employee Retirement System (continued) 
 
Funding Policy 
 
Cities are required to contribute at an actuarially determined rate; these rates are provided to the City on an 
annual basis, following the completion of actuarial valuation.  As explained above, there is a time delay 
between the valuation and when the rate becomes effective -- for example, the January 1, 2013, contribution 
rate is based on the December 31, 2011, valuation results.  If a change in plan provisions is elected by the 
City, this rate can change.  The actuary determines contribution rates on a calendar-year basis.  The City 
discloses the annual pension costs (which equal the required contributions) based on the calculated rate(s) 
for the City’s fiscal year. 
 
The required contribution rates for fiscal year 2013 were determined as part of the December 31, 2010 and 
2011, valuations.  Additional information as of the latest actuarial valuation, December 31, 2012, also 
follows: 
 
Valuation date December 31, 2010 December 31, 2011 December 31, 2012
Actuarial cost method Projected Unit Credit Projected Unit Credit Projected Unit Credit
Amortization method Level percent of payroll Level percent of payroll Level percent of payroll
GASB 25 equivalent single amortization 
period 27.2 years; closed period 26.2 years; closed period 25.2 years; closed period
Amortization period for new gains/losses 30 years 30 years 30 years
Asset valuation method 10 year Smoothed Market 10 year Smoothed Market 10 year Smoothed Market
Actuarial Assumptions:

Investment return * 7.0% 7.0% 7.0%
Projected salary increases * varies by age and service varies by age and service varies by age and service
* Includes inflation at 3.0% 3.0% 3.0%
Cost-of-living adjustments 2.1% 2.1% 2.1%

 
 
The funded status of the plan as of December 31, 2012, the most recent actuarial valuation date, is as 
follows: 
 

Actuarial valuation date December 31, 2012
Actuarial value of plan assets (a) $25,248,877

Actuarial accrued liability (AAL) (b) 28,786,626                     
Unfunded/(Overfunded) actuarial accrued 

liability (UAAL or OAAL) (b-a) $3,537,749
Funded Ratio (a/b) 87.7%
Projected Annual Covered Payroll (c) 5,874,221                       
UAAL or OAAL as % of covered payroll

 ((b-a)/c) 60.2%  
 
The schedule of the funding progress, presented as required supplementary information (RSI) following the 
notes to the financial statements, presents multiyear trend information about whether the actuarial values of 
plan assets are increasing or decreasing over time relative to the actuarial accrued liability for benefits. 
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Note 8 - Employee Retirement System (continued) 
 
Deferred Compensation Plan   

 
The City also offers its employees a deferred compensation plan (457 Plan) created in accordance with 
Internal Revenue Code Section 457.  The 457 Plan is administered by Nationwide Retirement Solutions, 
Inc. and is available to all full time employees over the age of eighteen (18) immediately upon becoming 
employed by the City.  The 457 Plan functions for the benefit of the employees and their beneficiaries.  
Participants may contribute up to the amount allowable under the provisions of the Internal Revenue 
Code.  The City does not match participant contributions.  The 457 Plan is not reported in the City’s basic 
financial statements. 

 
Participant contributions for the year ended September 30, 2013, were $64,899.  The trustee of the plan 
distributes any benefits provided by the plan from net position available for plan benefits.  Contributions 
made by participants vest immediately in their accounts.  Contributions made by the City vest in the 
participants’ accounts at the time such contribution is made.  When a participant retires, terminates 
employment or becomes disabled, he/she is entitled to receive all amounts in which he/she has a vested 
interest in either a lump-sum payment, periodic payment by fixed amount, periodic payment by fixed time 
period, partial lump sum payment, or purchased annuity contract.   
 
Note 9 - Self-Insured Health Care 
 
During the year ended September 30, 2013, employees of the City were covered by a self-funded health 
insurance plan (the “plan”). Health claim payments are payments by the City on behalf of the employees to 
pay premiums for dependents’ health insurance processed by a third-party administrator acting on behalf of 
the City.  See Note 1 for additional discussion of the plan. 

 
In accordance with state statute, the City was protected against unanticipated catastrophic individual or 
aggregate loss by stop-loss coverage carried through Combined Insurance Company of America, a 
commercial insurer licensed or eligible to do business in Texas in accordance with the Texas Insurance 
Code. Stop-loss coverage was in effect for individual claims exceeding $50,000 and for aggregate loss 
exceeding $1,250,000.   
 
These liabilities are based on requirements of Governmental Accounting Standards Board Statement No. 10, 
which requires that a liability for claims be reported if information prior to the issuance of the financial 
statements indicates that it is probable that a liability has been incurred as of the date of the financial 
statements and the amount of loss can be reasonably estimated.  
 
The latest financial statements available for Bardon Insurance Group, Inc. are filed with the Texas State 
Board of Insurance, Austin, Texas, and are public records.  The City does not provide post-retirement health 
benefits to its employees.  
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Note 9 - Self-Insured Health Care (continued)  
 
Changes in the medical claims liability amounts for the last three fiscal years are presented below:  
 

Fiscal Year ended 
September 30,

Beginning of 
Fiscal-Year 

Liability

Annual Claims 
and Changes in 

Estimates Claim Payments

Balance at 
Fiscal Year-

End
2011 291,365$       908,428$        1,044,432$       155,361$         
2012 155,361         824,380         875,219           104,522          
2013 104,522 1,171,969 1,174,606 101,885  

 
Note 10 - 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.  The City’s risk management program encompasses various 
means of protecting the City against loss by obtaining property, casualty, and liability coverage through 
commercial insurance carriers, self-insurance, and from participation in a risk pool.  The City has not had 
any significant reductions in insurance coverage, and the amounts of insurance settlements have not 
exceeded insurance coverage for any of the last three years.  At year-end, the City did not have any 
significant claims. 
 
Note 11 - Agreement with Stafford Municipal School District (“SMSD”) Regarding Maintenance 
Facility and Routine Maintenance Operations 
 
Under the terms of an agreement, the SMSD paid approximately $200,000 in a prior year for the 
construction of a maintenance facility to jointly benefit the City and the SMSD.  The facility is owned and 
operated by the City, and the SMSD’s costs for the facility’s construction, under the terms of the 
agreement, were recorded by the City as a donation and capitalized as a capital asset. 
 
The agreement provides for the SMSD’s portion of operating costs of the facility, as well as the costs of 
routine maintenance operations provided to the SMSD by the City, to be paid by the SMSD.  The City 
accumulates these costs and bills the SMSD periodically during the year.  The routine maintenance 
activities provided by the City include all vehicle maintenance and operations and all grounds 
maintenance and operations.  The 2012-2013 annual billing to the SMSD for these City provided services 
was $228,184, with $34,620 recorded as a receivable as of September 30, 2013, in the General Fund. The 
City also provides SMSD the use of the Civic Center and Police Officers at no charge. 
 
Note 12 - Contributions from Component Unit 
 
During the year ended September 30, 2013, the Stafford Economic Development Corporation contributed 
a total of $229,826 to the City.  The assets are reflected in the government-wide statement of net position 
and the contribution has been recorded as capital grants and contributions in the statement of activities. 
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Note 13 - Participation Agreements 
 
The City has cost participation agreements with various developers pertaining to the purchase and 
operating costs of street lighting facilities and the construction of street and drainage facilities. 
Unexpended amounts from participation contributions for use under the terms of these agreements at 
September 30, 2013, are as follows: 
 

S tr e e t  lig h tin g  p a r t ic ip a t io n  $            9 9 6  
S tr e e t  a n d  d r a in a g e  p a r t ic ip a tio n          5 1 ,6 9 6  

T o ta l  $       5 2 ,6 9 2  

 
 
Note 14 - Litigation 
 
From time to time, the City is a defendant in various lawsuits. Although the outcome of these lawsuits is not 
presently determinable, it is the opinion of City Management and legal counsel that any ultimate uninsured 
liability to the City from these lawsuits will not be material. 
 
Note 15 – Restatement of Net Position 
 
The SMSD expenses the unamortized bond issuance costs in accordance with the implementation of GASB 
Statement No. 65. The effect of this restatement is a decrease in net position as of September 1, 2012 of 
$504,194. 
 

Net position - beginning 25,993,409$      
Implement GASB 65 for bond issuance costs (504,194)           
Net position - beginning, as restated 25,489,215$      

 
Note 16 – Implementation of New GASB Statements 
 
In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, and Net Position. This statement will improve financial 
reporting by standardizing the presentation of deferred outflows of resources and deferred inflows of 
resources and their effects on a government’s net position. The requirements of this statement are 
effective for financial statements for periods beginning after December 15, 2011. The City has 
implemented GASB No. 63 in this annual report. 
 
In March 2012, the GASB issued Statement No. 65, Items Previously Reported as Assets and Liabilities. 
This statement will improve financial reporting by reclassifying certain items that were previously 
reported as assets and liabilities as deferred outflows of resources or deferred inflows of resources or as 
outflows or inflows of resources. The requirements of this statement are effective for financial statements 
for periods beginning after December 15, 2012. The City has implemented GASB No. 65 in this annual 
report. The retroactive effects of implementing this change in reporting debt issuance costs resulted in a 
restatement of the beginning net position of various balances, as described in Note 15. 
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CITY OF STAFFORD, TEXAS
GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

    BUDGET AND ACTUAL (BUDGETARY BASIS)

For the Year Ended September 30, 2013

 Original 
Budget  Final Budget  Actual 

 Variance 
Pos itive 

(Negative) 

Re ve nue s
Taxes 11,861,800$  11,861,800$  13,993,987$  2,132,187$    
Fines and fees 1,000,000 1,000,000 1,022,683 22,683          
Licenses and permits 443,000        443,000        459,364        16,364          
Intergovernmental 968,000        768,000        1,033,365 265,365        
Interest 26,800 26,800 26,644 (156)             
Charges for services 2,023,840     2,013,840     2,155,284     141,444        
Miscellaneous 114,500 114,500 157,423 42,923          
Total Re ve nue s 16,437,940    16,227,940    18,848,750    2,620,810     

Expe nditure s
Current:

General administration 2,476,153     2,369,712     2,054,986     314,726        
Financial administration 311,186        311,186        298,320        12,866          
Municipal Services and public works 5,709,133     5,672,238     4,459,225     1,213,013     
Police and emergency services 7,266,609     6,949,357     6,798,992     150,365        
Recreation and performing arts 513,659        504,586        427,304        77,282          
Stafford Centre 1,364,840     1,354,840     1,468,808     (113,968)       
Judicial 431,762        431,762        388,006        43,756          

Capital Outlay 2,206,463     1,457,272     1,208,370     248,902        
Debt Service:                 

Principal 394,842        394,842        387,866        6,976           
Interest and other charges                                 7,881           (7,881)          

Total Expe nditure s 20,674,647    19,445,795    17,499,758    1,946,037     

Re ve nue s  ove r (unde r) 
   e xpe nditure s (4,236,707)    (3,217,855)    1,348,992     4,566,847     

OTHER FINANCING SOURCES (USES)
Proceeds from sale of assets 10,000 10,000 42,868 32,868          

Total othe r financing source s  
(use s ) 10,000          10,000          42,868          32,868          

Changes in fund balance (4,226,707)    (3,207,855)    1,391,860     4,599,715     

Fund Balance  - Be ginning of Ye ar 13,797,930    13,797,930    13,797,930                    

Fund Balance  - End of Ye ar 9,571,223$    10,590,075$  15,189,790$  4,599,715$    

2013
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CITY OF STAFFOR D , TEXAS
H OTE L OC C UPA NC Y TA X  -  SPE C IA L R E V E NUE  F UND

SC H E DULE  OF  R E V E NUE S, E X PE NDITUR E S A ND C H A NGE S IN F UND B A LA NC E
    B UDGE T A ND A C TUA L (GA A P B A SIS)

F o r the Yea r E nd ed  Sep tem b er 3 0 , 2 0 1 3

 O rig inal 
B udg et  Final B udg et  Actual 

 Variance 
Pos itive  

(Neg ative) 

R e v e nue s
H otel occupancy taxes 900,000$      900,000$      1,248,712$    348,712$      
Interest 9,700 9,700 10,524 824              
To tal R e v e nue s 909,700        909,700        1,259,236     349,536        

Ex pe nditure s
Current:

Recrea tion and performing arts 604,670 607,070 452,447 154,623        
Capita l O utlay 258,794        229,625        52,847          176,778        
To tal Ex pe nditure s 863,464        836,695        505,294        331,401        

Changes in fund balance 46,236          73,005          753,942        680,937        

Fund B alance  - B e g inning  o f Ye ar 4,150,172     4,150,172     4,150,172                     

Fund B alance  - End o f Ye ar 4,196,408$    4,223,177$    4,904,114$    680,937$      
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All departments of the City submit requests for appropriations to the Mayor so that a budget may be 
prepared. The budget is prepared by fund and includes requested appropriations for the next year. The 
proposed budget is presented to the City Council for review. The City Council holds budget workshops 
and may add to, subtract from, or change appropriations. A public hearing is held prior to adoption. 
 
Once the budget is adopted, expenditures may not legally exceed total appropriations at the fund level. 
Line item and department budgets may exceed appropriated amounts at the discretion of the City Council 
as long as total expenditures for the fund do not exceed appropriated amounts.  Revisions to the budget 
were made during the year.  Appropriations not exercised in the current year lapse at the end of the year. 
 
Annually, the City adopts budgets for all governmental fund types (General Fund, Special Revenue 
Funds, Debt Service Fund and Capital Projects Fund).  Capital Project Fund budgets are adopted on a 
project basis and are updated and modified annually. Special Revenue Fund budgets are prepared in 
aggregate and not on a fund by fund or project by project basis. 
 
The General Fund, Hotel Motel Occupancy Tax Fund and the Debt service Fund budgets are annual 
appropriations style budgets prepared and typically presented on a GAAP (generally accepted accounting 
principles) basis. 
 
The City had expenditures exceeding appropriations in the following General Fund categories: 
    
 

Stafford Centre 113,968$      

Interest and Other Charges 7,881$          



CITY OF STAFFORD, TEXAS 
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For the year ended September 30, 2013 
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TEXAS MUNICIPAL RETIREMENT SYSTEM (UNAUDITED)

Schedule of Funding Progress

Actuarial 
Valuation Date 
December 31,

Actuarial Value 
of Assets (a)

Actuarial 
Accrued 

Liability (AAL) 
(b)

Unfunded 
Actuarial 
Accrued 
Liability 

(UAAL) (b-a)
Funded 

Ratio (a/b)

Annual 
Covered 

Payroll (c)

(UAAL) as a 
Percentage of 

Covered 
Payroll        
((b-a)/c)

2010 21,884,303$    25,657,779$  3,773,476$ 85.3% 5,925,145$    63.7%
2011 23,228,418      27,063,650    3,835,232   85.8% 5,780,320      66.3%
2012 25,248,877      28,786,626    3,537,749   87.7% 5,874,221      60.2%
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OTHER SUPPLEMENTAL INFORMATION
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CITY OF STAFFORD, TEXAS
COMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
September 30, 2013

 Debt 
Service 

 Capital 
Projects 

Fund 
 Courts 

Efficiency 
 Narcotic 
Seizure 

Assets
Cash and cash equivalents 229,260$      20,859$        $              57,471$        
Taxes receivable, net 28,631          
Due from other funds                                 7,206                           
Total Assets 229,260$      49,490$        7,206$          57,471$        

Liabilities
Accounts payable $              $              $              $              
Due to other funds                 7,788                           11,354          

Total Liabilities                 7,788                           11,354          

Deferred Inflows of Resources
Unavailable revenues 28,631          

Total Deferred Inflows of Resources                 28,631                                          

Fund balances
Restricted for

Debt service 229,260
Capital Projects 13,071
Municipal court programs 7,206
Public safety programs 46,117
Municipal services

Total Fund Balances 229,260        13,071          7,206           46,117          

Total Liabilities, Deferred Inflows, 
and Fund Balances 229,260$      49,490$        7,206$          57,471$        
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 Court 
Security 

 Court 
Technology 

 Child Safety 
Fees 

 Police 
Department 

Funds 

 
Participation 
Agreements 
and Other 

 Total 
Non-Major 

Governmental 
Funds 

$              $              $              12,184$        296,697$      616,471$          
28,631             

1,910           124,073        20,547                                          153,736            
1,910$          124,073$      20,547$        12,184$        296,697$      798,838$          

$              $              $              $              400$            400$                
1,910           1,576           1,399                                           24,027             
1,910           1,576           1,399                           400              24,427             

28,631             
                                                                                28,631             

229,260            
13,071             

122,497 129,703            
19,148 12,184 77,449             

296,297 296,297            
                122,497        19,148          12,184          296,297        745,780            

1,910$          124,073$      20,547$        12,184$        296,697$      798,838$          
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CITY OF STAFFORD, TEXAS
COMBINING STATEMENT OF REVENUES,
    EXPENDITURES AND CHANGES IN FUND BALANCE

NON-MAJOR GOVERNMENTAL FUNDS

For the Year Ended September 30, 2013

 De bt 
Se rvice  

 Capital 
Proje cts  

Fund 
 Courts  

Efficie ncy 
 Narcotic 
Se izure  

Re ve nue s
Taxes:

Sales and use tax $              3,607$          $              $              
Fines and forfeitures 2,213
Intergovernmental
Investment earnings 965 4,671 69
Miscellaneous 86 14,490
Total Re ve nue s 1,051           8,278           2,213           14,559          

Expe nditure s
Current:

Municipal services and public works                 28,977                          7,619           
Police and emergency services 1,754
Judicial

Capital Outlay 18,296
Debt Service:

Principal 215,000
Interest and other charges 17,100

Total Expe nditure s 232,100        28,977          1,754           25,915          

Changes in Fund Balance (231,049)       (20,699)        459              (11,356)        

Fund B alance s  - B e ginning of Ye ar 460,309        33,770          6,747           57,473          

Fund B alance s  - End of Ye ar 229,260$      13,071$        7,206$          46,117$        
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 Court 
Se curity 

 Court 
Te chnology 

 Child Safe ty 
Fe e s  

 Police  
De partme nt 

Funds  

 
Participation 
Agre e me nts  

and Othe r 

 Total 
Non-M ajor 

Gove rnme ntal 
Funds  

$              $              $              $              $              3,607$             
21,392 28,506 52,111             

3,424 3,424               
30 513 6,248               

19,965 34,541             
21,392          28,506          19,965          3,454           513              99,931             

                                                                460              37,056             
21,392 14,309 37,455             

25,965 25,965             
18,296             

                   
215,000           

17,100             
21,392          25,965          14,309                          460              350,872           

                2,541           5,656           3,454           53                (250,941)          

                119,956        13,492          8,730           296,244        996,721           

$              122,497$      19,148$        12,184$        296,297$      745,780$          
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CITY OF STAFFORD, TEXAS
DEBT SERVICE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

    BUDGET AND ACTUAL (GAAP BASIS)

For the Year Ended September 30, 2013

 Final Budget  Actual 

 Variance 
Positive 

(Negative) 

Revenues
Taxes $                 $                 $                 
Interest 1,300           965              (335)             
Total Revenues 1,300           965              (335)             

Expenditures
Debt Service:                 

Principal 215,000        215,000                        
Interest and other charges 17,200          17,100          100              

Total Expenditures 232,200        232,100        100              

Changes in Fund Balance (230,900)       (231,135)       (235)             

Fund Balance - Beginning of Year 460,309        460,309                        

Fund Balance - End of Year 229,409$      229,174$      (235)$           

                                . 
 


