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The City government of Corinth exists only to serve its citizens. To that end the City
will limit itself to providing, maintaining and upgrading basic services consistent with a
family-oriented community. These things will be accomplished through openness and

prudent use of revenues. Every action taken by the Council or City employees on
behalf of the citizens will be an example of impeccable personal integrity.
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CITY OF CORINTH, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2014

As management of the City of Corinth, (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, 2014. The Management’s
Discussion and Analysis is designed to assist the reader in focusing on significant financial issues, to provide an overview
of the City‘s financial activity, to identify changes in the City’s financial position and to identify any material deviations from
the financial plan. We encourage readers to consider the information presented here in conjunction with additional
information that we have furnished in our letter of transmittal, which is included in this report.

FINANCIAL HIGHLIGHTS

" The assets of the City exceeded its liabilities at the close of the most recent fiscal year by $73,394,294.

" The government’s total net position, decreased $2,002,837 from the prior year.

" As of the close of the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$8,441,539 a decrease of $765,876 in comparison with the prior year. Of the combined ending balances,
$3,008,009 or 36% is available for spending within the City’s guidelines (unassigned fund balance).

" The City’s unassigned fund balance for the general fund was $3,587,445, or 24 percent of total general fund
expenditures.

" The City’s long term liabilities of $27,082,354 decreased $1,754,623 during fiscal year 2014. The decrease reflects
the principal portion of debt payments.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City of Corinth’s basic financial
statements. The City’s financial statements are comprised 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. The basic financial statements include two kinds of
statements that present different views of the City:

" The first two statements are government-wide financial statements that
provide both long-term and short-term information about the City’s
overall financial status.

" The remaining statements are fund financial statements that focus on
individual parts of the government, reporting the City’s operations in
more detail than the government-wide statements.

" The governmental funds statements tell how general government
services were financed in the short term as well as what remains for
future spending.

" Proprietary fund statements offer short- and long-term financial
information about the activities the government operates like
businesses.

" Fiduciary fund statements provide information about the financial
relationships in which the City acts solely as a trustee or agent for the
benefit of others to whom the resources in question belong.

Required Components of the City’s
Annual Financial Report
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CITY OF CORINTH, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2014

Figure 1 summarizes the major features of the City’s financial statements, including the portion of the City government
they cover and the types of information they contain. The remainder of this overview section of management’s
discussion and analysis explains the structure and contents of each of the statements.

Government-wide financial statements. The government-wide statements report information about the City as a
whole using accounting methods similar to those used by private-sector companies.

The statement of net position presents information on all of the City of Corinth’s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources with the net difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City of Corinth 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 giving rise
to the change occurs,
regardless of the 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 future
fiscal periods (e.g.,
uncollected taxes and
earned but unused vacation
leave).

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 public safety, fire services,
community services, planning and community development, public works, city administration, finance and administrative
services and debt service. The business-type activities are the water and wastewater utility fund, which includes contracted
garbage collection services, and the storm water utility fund.

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

The government-wide financial statements can be found starting on page 23 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The City of Corinth, 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.

Type of Statements Government-wide Governmental Proprietary Funds Fiduciary Funds

Scope

Entire City's government

(except fiduciary funds)

and the City's component

units

The activities of the City

that are not proprietary or

fiduciary

Activities the City operates

similar to private

businesses or self

insurance funds

Instances in which the City

is the trustee or agent for

someone else's resources

• Statement of net assets • Balance sheet • Statement of net assets
• Statement of fiduciary net

assets

• Statement of activities

• Statement of revenues,

expenditures & changes in

fund balance

• Statement of revenues,

expenditures & changes in

fund net assets

• Statement of changes in

fiduciary net assets

• Statement of cash flows

Accounting basis and

measurement focus

Accrual accounting and

economic resources focus

Modified accrual

accounting and current

financial resources focus

Accrual accounting and

economic resources focus

Accrual accounting and

economic resources focus

Type of asset/liability

information

All assets and liabilities,

both financial and capital,

short-term and long-term

Only assets expected to be

used up and liabilities that

come due during the year

or soon thereafter; no

capital assets included

All assets and liabilities,

both financial and capital,

short-term and long-term

All assets and liabilities,

both financial and capital,

short-term and long-term;

may contain captial assets

Type of inflow/outflow

information

All revenue and expenses

during year, regardless of

when cash is received or

paid

Revenues for which cash is

received or soon after the

end of the year;

expenditures when goods

or services have been

received and payment is

due during the year or

soon thereafter.

All revenue and expenses

during year, regardless of

when cash is received or

paid

All revenue and expenses

during year, regardless of

when cash is received or

paid

Figure 1, Major Feature of the City's Government-wide and Fund Financial Statements

Fund Statements

Required financial

statements
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CITY OF CORINTH, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2014

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 fund balance sheet
and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City of Corinth reports twenty-one 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 debt service fund, which are considered to be major funds. Data from
the non-major governmental funds are combined into a single aggregated presentation. Fund data for the non-
major governmental funds is provided in the form of combining statements elsewhere in this report.

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

The basic governmental fund financial statements can be found on pages 26 – 29 of this report.

Proprietary funds. The City of Corinth maintains one type of proprietary fund. Enterprise funds are used to report
the same functions presented as business-type activities in the government-wide financial statements. The City of
Corinth uses two enterprise funds to account for its water and wastewater operations and for its storm water utility
fund.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for the water and wastewater utility
fund and the storm water utility fund. The water and wastewater utility fund is considered to be a major fund of the
City.

Notes to the financial statements. The notes provide additional information that is essential to a full understanding of
the data provided in the government-wide and fund financial statements. The notes to the financial statements can be
found starting on page 33 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In the case
of the City, assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by
$73,394,294 at the close of the most recent fiscal year.

By far the largest portion of the City of Corinth’s net position ($58,543,154 or 80%) reflects its investment in capital
assets (i.e., land, buildings, and infrastructure), less any related debt used to acquire those assets that is still
outstanding. The City of Corinth uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the City of Corinth’s investment in capital assets is reported
net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

A portion of the City’s net position ($4,078,719 or 6%) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net position ($10,772,421 or 15%)
may be used to meet the City’s ongoing obligations to citizens and creditors. The City currently has $15,562,856
available in cash and investments that may be used to meet the City’s ongoing obligations to citizens and
creditors. At the end of the current fiscal year the City of Corinth is able to report positive balances in the
government-wide as a whole and the business-type activities.
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Government-wide activities. As shown above, governmental activities decreased net position by $1,246,970
and business-type activities decreased net position by $755,877. A detailed examination of all the elements
effecting net position can be found in Table II.

2014 2013 2014 2013 2014 2013

ASSETS

Current and Other Assets $ 12,446,259 $ 12,686,748 $ 8,817,217 $ 10,485,768 $ 21,263,476 $ 23,172,516

Capital assets 51,118,431 52,902,431 32,049,515 31,923,016 83,167,946 84,825,447

Total assets 63,564,690 65,589,179 40,866,732 42,408,784 104,431,422 107,997,963

DEFERRED OUTFLOWS OF RESOURCES

Deferred bond insurance costs 17,042 18,759 26,791 29,198 43,833 47,957

Deferred loss from refunding 42,049 52,278 28,772 34,233 70,821 86,511

Total Deferred Outflows of Resources 59,091 71,037 55,563 63,431 114,654 134,468

LIABILITIES

Long-term liabilities outstanding 15,600,093 16,586,092 11,482,261 12,250,885 27,082,354 28,836,977

Other liabilities 1,740,792 1,544,258 1,637,477 1,662,906 3,378,269 3,207,164

Total liabilities 17,340,885 18,130,350 13,119,738 13,913,791 30,460,623 32,044,141

DEFERRED INFLOWS OF RESOURCES

Unearned revenues 691,159 691,159 - - 691,159 691,159

Total Deferred Inflows of Resources 691,159 691,159 - - 691,159 691,159

NET POSITION

Invested in capital assets, net of related debt 36,991,003 37,401,599 21,552,151 21,661,416 58,543,154 59,063,015

Restricted 4,078,719 3,776,495 - - 4,078,719 3,776,495

Unrestricted 4,522,015 5,660,613 6,250,406 6,897,008 10,772,421 12,557,621

Total Net Position $ 45,591,737 $ 46,838,707 $ 27,802,557 $ 28,558,424 $ 73,394,294 $ 75,397,131

Governmental Activities Business-type Activities Total

TABLE I

2014 2013 2014 2013 2014 2013

Revenues:

Program revenues

Charges for services $ 4,668,189 $ 3,998,142 $ 11,328,640 $ 12,250,042 $ 15,996,829 $ 16,248,184

Operating grants and contributions 284,954 144,879 - - 284,954 144,879

Capital grants and contributions - 551,016 176,068 192,927 176,068 743,943

General revenues

Property taxes 8,674,195 8,501,824 - - 8,674,195 8,501,824

Sales taxes 1,822,924 1,728,567 - - 1,822,924 1,728,567

Franchise taxes 1,039,646 967,846 - - 1,039,646 967,846

Miscellaneous 13,925 46,677 10,216 5,145 24,141 51,822

Investment interest 53,968 49,427 29,280 42,290 83,248 91,717

Total Revenues 16,557,801 15,988,378 11,544,204 12,490,404 28,102,005 28,478,782

Expenses:

Public safety 8,558,062 8,188,441 - - 8,558,062 8,188,441

Community services 1,735,618 1,740,402 - - 1,735,618 1,740,402

Public works 4,655,417 4,726,964 - - 4,655,417 4,726,964

Planning and community development 715,554 731,234 - - 715,554 731,234

City administration 1,854,669 1,631,852 - - 1,854,669 1,631,852

Finance and administrative services 665,351 662,238 - - 665,351 662,238

Interest on long-term debt 702,883 743,848 - - 702,883 743,848

Water and wastewater - - 10,645,670 10,429,711 10,645,670 10,429,711

Drainage - - 571,624 515,487 571,624 515,487

Total Expenses 18,887,554 18,424,979 11,217,294 10,945,198 30,104,848 29,370,177

Increase (decrease) in net assets before transfers,

contributions and special items (2,329,753) (2,436,601) 326,910 1,545,206 (2,002,843) (891,395)

Special Item inflow/(Outflow) - - - - - -

Net transfers 1,082,783 986,679 (1,082,783) (986,679) - -

Increase (decrease) in net assets (1,246,970) (1,449,922) (755,873) 558,527 (2,002,843) (891,395)

Net postion - beginning 46,838,707 48,288,629 28,558,430 27,999,903 75,397,137 76,288,532

Net position - ending $ 45,591,737 $ 46,838,707 $ 27,802,557 $ 28,558,430 $ 73,394,294 $ 75,397,137

TABLE II

Governmental Activities Business-type Activities Total
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City of Corinth’s Changes in Fund Balance. The City’s governmental funds decreased fund balance by
$765,876. The decrease can be attributed to the use of funds in the Parks Development Fund, 2007 CO Streets fund,
the 2007 CO Tech fund, and the 2010 CO Fire Fund for Capital Improvement Projects. Net position, as part of the
government-wide reports, is reported on a full-accrual basis. The reconciliation between the overall decrease to
governmental fund balances and the $1,246,970 net decrease to governmental activities net position illustrates the
differences in reporting between the modified accrual basis used in the funds and full-accrual used at the government-
wide level.

The following are the most significant factors in the reconciliation:

" Depreciation of capital assets is not reported in the funds.

" Donations/developer contributions do not constitute revenue in the funds, but are reported as an increase to
net position.

" Repayment of bond principal is an expenditure in the funds but not an expense in the statement of activities.

" Bond proceeds are reported as current resources in the funds but are not reported as revenue in the statement
of activities.

Exhibit A-6 on page 29 provides a detailed reconciliation between the statement of activities and the statement
of revenues, expenditures and changes in fund balances of governmental funds.

Governmental Activities. Public safety, community services, public works, and planning and community
development account for 83% of the expenses for the governmental activities. City administration, finance and
administrative services and interest on long-term debt account for the remaining 17% of total expenses. These expenses
were funded by revenues collected from a variety of sources. Property taxes produced $8,674,195 or 52%, Charges
for services accounted for $4,668,189 or 28%, sales taxes was $1,822,924 or 11%, franchise taxes provided
$1,039,646 or 6%, and capital grants and contributions provided $284,954 or 2% of the revenues for the
governmental activities. The remaining 1% of revenue is made up of investment interest and other miscellaneous
revenue. Figure 2 provides a graphic representation of the City’s expenses and any directly related revenues by
source.
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Business-type Activities. Business-type activities decreased the City’s net position by $755,873. A key element of
this decrease is charges for services, emerging as a major revenue source for the Water and Wastewater fund producing
$10,648,512 and Storm water utility producing $680,128 in revenue. Charges for services account for 98% of the
revenue. Contributions of assets arising from new property development within the City, totaled $176,068 in revenue.
The remaining 2% of revenue is made up of investment interest and other miscellaneous revenue.

Total revenue from water and wastewater sales and services was $10,648,512; associated costs of water, wastewater
treatment, and operations and maintenance accounted for $10,645,670 of the total business-type expenses of
$11,217,294. The remaining $571,624 in expenses for business-type activities is associated with the storm water utility.
Storm water utility fees brought in $680,128 in revenue. The following chart (Figure 3) provides a graphic representation
of the City’s business-type expenses and any directly related revenues by source.

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

As noted earlier, the City 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
$8,441,539, a decrease of $765,876 in comparison with the prior year. The net decrease in combined ending fund
balance is due to the following: a net decrease in the general fund balance of $352,025, a net decrease in the debt
service fund of $407,626 and a net increase of $6,225 in other governmental funds.
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Of the combined total governmental fund balances of $8,441,539, $3,587,445 (42 percent) reflects the general
fund unassigned fund balance which is available for spending at the government’s discretion. The fund balance
that is designated as restricted is not available for new spending due to debt service, $328,036, restrictions and
constructions contracts, $815,572. The fund balance that is designated as committed, $4,067,270 represents those
amounts committed to liquidate contracts or encumbrances. The fund balance amount designated as nonspendable
is for prepaid items, $946, and inventories, $221,706.

General Fund. The general fund is the chief operating fund of the City of Corinth. At the end of the current fiscal
year, unassigned fund balance of the general fund was $3,587,445 while total fund balance reached $3,810,097.
As a measure of the general fund's liquidity, it may be useful to compare both unassigned fund balance and total
fund balance to total fund expenditures for the fiscal year. Unassigned fund balance represents 25 percent of total
general fund expenditures, while total fund balance represents 26 percent of that same amount.

This year, in the general fund, revenues were more than expected by a total of $433,747. Property Tax and
Miscellaneous Income were less than budget by $29,189, and $29,159, respectively. Sales Tax, Fire Services,
and Charges for Services were above budget by $83,356, $135,914, and $5,305, respectively. The City budgeted
for no growth in fiscal year 2014. While revenues were over budget by $433,747, expenditures were under budget
by $354,492. The net effect, at year end was an excess of $788,239 of revenues over expenditures in the general
fund.

Debt Service Fund. As part of the budgetary process, the government enacts a dedicated property tax for debt
service each fiscal year. The debt service fund has a total fund balance of $328,036, all of which is restricted for
the payment of debt service.

Other Governmental Funds. The non-major governmental funds are the Crime Control and Prevention fund, Street
Maintenance fund, Insurance and Risk fund, Hotel-Motel Tax fund, Special Revenue fund, Municipal Court Security
fund, Municipal Court Technology fund, Parks Development fund, TxDot Grant fund, Roadway Impact Fee fund,
Governmental Capital Projects Fund, Vehicle Replacement fund, LCFD Vehicle & Equipment Replacement fund, Tech
Equipment Replacement fund, Street Escrow fund, 2004 Tax Note fund, 2007 CO Streets fund, 2007 CO Tech fund,
and the 2010 CO Fire fund. Each of these funds is used to account for revenues and expenditures related to specific
purposes.

" The Corinth Crime Control and Prevention District is a special sales tax of $.0025 levied for crime control
and prevention within the City. Sales tax collections were $23,831 more than budgeted, interest earnings
were more than budgeted by $93 and expenditures were $21,502 less than budgeted. Due to the
positive variances in revenues and expenditures, actual fund balance increased $18,650.

" The Street Maintenance Sales Tax fund accounts for the collection of a special sales tax of $.0025. Sales
tax collections were more than budgeted by $19,790, interest earnings were more than budgeted by
$594 and budgeted expenditures were less than budget by $66,161, which, combined with transfers of
$937,000) decreased actual fund balance by $741,160.

Proprietary funds. The City of Corinth’s proprietary fund provides the same type of information found in the
government-wide financial statements, but in more detail. The City maintains two enterprise funds, the water and
wastewater fund and the storm water utility fund.

Water and wastewater fund assets of $36,129,998 and deferred outflows of resources of $52,642 exceeded liabilities
of $11,155,948, reporting net position of $25,026,692. The net non-operating revenues and expenses were ($420,796)
which included investment interest, debt service interest and amortization of bond issue costs, as well as the sale of
aging and obsolete capital assets at auction. The largest portion of the non-operating expenses was $457,826 of
interest expense. Unrestricted net position for the water and wastewater fund decreased from $5,703,678 in fiscal year
2013 to $5,516,099 for fiscal year 2014.

Storm water utility fund assets of $4,736,734 and deferred outflows of $2,921 exceeded liabilities of $1,963,790, leaving
total net position of $2,775,865. Total net position decreased $229,750, unrestricted net position decreased from
$1,193,330 to $734,308. The storm water utility reported operating income of $201,649 in fiscal year 2014. Net non-
operating revenues and expenses were ($90,674) which includes $2,424 in interest income.
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GENERAL FUND BUDGETARY HIGHLIGHTS

For fiscal year 2013-14, General Fund actual expenditures (including transfers) were $14,383,299 compared to the
final budget of $14,662,792. The $279,493 variance was primarily due to reduced costs of $160,788 for Community
Services, $65,504 reduced costs for Planning and Community Development, $58,963 due to reduced costs for City
Administration, reduced costs of $29,227 for Public Safety, $25,428 reduced costs for Public Works and $14,582 due
to reduced costs for Finance and Administrative Services. Actual revenue (including transfers) was $14,031,274
compared to the final budget of $13,608,527. Of the $422,747 revenue variance, approximately $83,356 was due to
increased sales tax collection, $135,913 for increased fire service charges, and $183,106 for increased development
fees and permits. Like many cities in the area and around the nation, the city experienced an upturn in the current
economic conditions.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The City of Corinth’s investment in capital assets for its governmental and business type activities
as of September 30, 2014, amounts to $83,167,946 (net of accumulated depreciation). This investment in capital
assets includes land, buildings and system improvements, machinery and equipment, park facilities and
infrastructure. The total change in the City’s investment in capital assets for the current fiscal year represents
purchases, retirements, construction in progress for infrastructure and transfers and adjustments as of September
30, 2014.

Additional information on the City’s capital assets can be found in the notes to the financial statements on page 43.

Long-term debt. At the end of the current fiscal year, The City had total bonded debt outstanding of $24,665,000consisting
of General Obligation Bonds and Certificates of Obligation. Debt reallocated among the Governmental and Business-Type
Activities to reflect the amount of outstanding debt related to capital projects. All debt payments were made when due.
Outstanding debt decreased in fiscal year 2014 by $2,864,999 (see Note III.H.).

Additional information on the City’s long-term debt can be found in this report in the notes to the financial statements on
page 45.

Moody’s Investor’s Service, Inc. has given the city’s General Obligation Bond and the Certificates of Obligation a rating of
“A2”. Standard and Poor’s Corporation has given both the City’s General Obligation and Certificates of Obligation an ‘AA-
” rating. The City is permitted by Article XI. Section 5 of the State of Texas Constitution to levy taxes up to $2.50 per $100
of assessed valuation for general governmental services including the payment of principal and interest on general
obligation long-term debt. The current ratio of tax-supported debt to certified assessed value of all taxable property is 18.99
percent.

2014 2013 2014 2013 2014 2013

Land $ 2,360,481 $ 2,299,357 $ 497,399 $ 497,319 $ 2,857,880 $ 2,796,676

CIP 1,867,935 654,975 2,751,545 886,059 4,619,480 1,541,034

Buildings 4,542,085 4,673,553 93,728 100,819 4,635,813 4,774,372

Machinery and equipment 3,430,116 3,099,658 396,822 466,659 3,826,938 3,566,317

Infrastructure 38,917,814 42,174,888 28,310,021 29,972,160 67,227,835 72,147,048

Total capital assets $ 51,118,431 $ 52,902,431 $ 32,049,515 $ 31,923,016 $ 83,167,946 $ 84,825,447

Governmental Activities Business-Type Activities TOTAL

TABLE III

CAPITAL ASSETS AT YEAR-END

2014 2013 2014 2013 2014 2013

General Obligation Bonds $ 5,738,000 $ 6,887,875 $ 1,307,000 $ 1,467,125 $ 7,045,000 $ 8,355,000

Certificates of Obligation and Tax Notes 8,022,000 8,682,775 9,897,999 10,492,224 17,919,999 19,174,999

Capital Lease Obligation 758,058 - - - 758,058 -

Total outstanding debt $ 14,520,072 $ 15,572,663 $ 11,207,013 $ 11,961,362 $ 25,725,071 $ 27,532,012

Governmental Activities Business-Type Activities TOTAL

TABLE IV

OUTSTANDING DEBT AT YEAR-END
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The budget demonstrated signs that a recovery may be starting to occur. The city experienced significant increases
sales tax during FY 2013-14. Additionally, all other revenues held firm. Departments limited their requests for funds
and absorbed increased demands for service with reduced staffing and support. The budget reflected the commitment
to deliver quality service through carefully planned resource allocations.

The City Council approved a tax rate of $.60489 for fiscal year 2015. General operations and maintenance will
receive $.46143 of the total and the remaining $.14346 and a budgeted use of debt service fund balance will fund
long-term debt of the City. Additionally, the City Council approved a three year rate plan for water, wastewater,
and storm drainage in April 2011. The plan included a rate increase for wastewater and storm drainage, and a
decrease in rates for water.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances for all those with an interest in the
government's finances. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Office of the Director of Finance, City of Corinth, 3300 Corinth Parkway,
Corinth, Texas, 76208.
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CITY OF CORINTH

NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of the government-wide financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all of the nonfiduciary activities of the primary government and its component units. Governmental activities,
which normally are supported by taxes, intergovernmental revenues, and other nonexchange transactions, are reported
separately from business-type activities, which rely to a significant extent on fees and charges to external customers for
support. Likewise, the primary government is reported separately from certain legally separate component units for which
the primary government is financially accountable.

B. Reporting Entity

The City is a municipal corporation governed by an elected mayor and five-member council. The accompanying financial
statements present the City and its component units, entities for which the City is considered to be financially accountable.
Blended component units are, in substance, part of the primary government’s operations, even though they are legally
separate entities. Thus, blended component units are appropriately presented as funds of the primary government. Each
discretely presented component unit is reported in a separate column in the government-wide financial statements to
emphasize that it is legally separate from the government.

Blended component unit. The Corinth Crime Control and Prevention District (CCD) was organized under state law
and serves all the citizens of the City and is financed by a one-quarter of one percent (.0025)sales and use tax for the
support of crime reduction programs authorized by the City. The CCD is governed by a board of directors the members
of which are appointed and serve at the discretion of the City Council. Because the CCD board is made up of the City
Council, the CCD meets the standard that the board is substantially the same as the City Council. The CCD provides
services entirely to the City. Therefore the CCD is reported as a blended component unit. The CCD is reported as a
special revenue fund and does not issue separate financial statements.

Discretely presented component unit. The Corinth Economic Development Corporation (CEDC), was organized
under state law for the purpose of promoting economic development. State statutes define projects that the corporation
may fund. Some examples of permitted projects are in Note IV.E. Other Information- Component Unit Information. The
CEDC is governed by a board of directors that are appointed by and serve at the discretion of the City Council. The
CEDC is reported as a governmental entity and its accounts are maintained on the modified accrual basis of accounting.
CEDC does not issue separate financial statements.

C. Basis of Presentation – government-wide financial statements

While separate government-wide and fund financial statements are presented, they are interrelated. The governmental
activities column incorporates data from governmental funds and internal service funds, while business-type activities
incorporate data from the government’s enterprise funds. Separate financial statements are provided for governmental
funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the government-wide financial
statements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.
Exceptions to this general rule are payments in lieu of taxes where the amounts are reasonably equivalent in value to the
interfund services provided and other charges between the government’s water and transit functions and various other
functions of the government. Elimination of these charges would distort the direct costs and program revenues reported for
the various functions concerned. The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the non-fiduciary activities of the primary government and its component
units. Governmental activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for support. Likewise, the
primary government is reported separately from its legally separate component unit for which the primary government is
financially accountable.

The statement of activities demonstrates the degree to which direct expenses of a given function or segment is offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Program
revenues include: 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment, and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes or other items not properly included among
program revenues are reported as general revenues.
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CITY OF CORINTH

NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

Separate financial statements are provided for governmental funds and proprietary funds. Major individual governmental
funds and major individual proprietary funds are reported as separate columns in the fund financial statements.

D. Basis of presentation – fund financial statements

The fund financial statements provide information about the City’s funds, including its fiduciary funds and blended
component units. Separate statements for each fund category—governmental and proprietary—are presented. The
emphasis of fund financial statements is on major governmental and enterprise funds, each displayed in a separate column.
All remaining governmental and enterprise funds are aggregated and reported as nonmajor funds. Major individual
governmental and enterprise funds are reported as separate columns in the fund financial statements.

The City reports the following major governmental funds:

General Fund - The General Fund is used to account for the resources used to finance the fundamental operations of
the City. It is used to account for all financial resources except those required to be accounted for in another fund.

Debt Service Fund - The Debt Service Fund is used to account for the payment of principal and interest on general
long-term bonded debt of the City. Payments of principal and interest on equipment, financing used in general activities
of the City and other financing are serviced by the General Fund.

The City reports the following major enterprise funds:

Water and Wastewater Fund — The Water and Wastewater Fund provides water and wastewater services to the
residents and businesses of Corinth. The activities supporting the delivery of services are accounted for in this fund,
including operations and maintenance, administration, billing, financing and debt service. The Water and Wastewater
Fund is financed and operated in a manner similar to private business enterprises, where the determination of net
income is necessary or useful to sound financial administration.

Storm Drainage Fund – The Storm Drainage Utility Fund is used to protect the public health and safety from damage
caused by surface water overflows, and surface water stagnation and pollution within the city.

Additionally, the City reports the following fund types:

Ten nonmajor special revenue funds account for specific revenue sources that are legally restricted to expenditures
for specialized purposes.

Nine nonmajor capital projects funds; capital project funds are used to account for acquisition and construction of
major capital facilities (other than those accounted for within the City’s proprietary funds) and vehicle replacement
funds. Capital projects are funded primarily though certificates of obligation.

During the course of operations the government has activity between funds for various purposes. Any residual balances
outstanding at year end are reported as due from/to other funds and advances to/from other funds. While these balances
are reported in fund financial statements, certain eliminations are made in the preparation of the government-wide financial
statements. Balances between the funds included in governmental activities (i.e., the governmental and internal service
funds) are eliminated so that only the net amount is included as internal balances in the governmental activities column.
Similarly, balances between the funds included in business-type activities (i.e., the enterprise funds) are eliminated so that
only the net amount is included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund financial statements
these amounts are reported at gross amounts as transfers in/out. While reported in fund financial statements, certain
eliminations are made in the preparation of the government-wide financial statements. Transfers between the funds included
in governmental activities are eliminated so that only the net amount is included as transfers in the governmental activities
column. Similarly, balances between the funds included in business-type activities are eliminated so that only the net amount
is included as transfers in the business-type activities column.

E. Measurement focus and basis of accounting

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

NTUN



CITY OF CORINTH

NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

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

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

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

The proprietary funds are reported using the economic resources measurement focus and the accrual basis of accounting.

F. Budgetary information

Budgetary basis of accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP) for the
General fund; the Crime Control and Prevention, Street Maintenance, Hotel/Motel Tax, Municipal Court Security,
Municipal Court Technology, and Parks Development special revenue funds; and the Debt Service fund. The capital
projects funds is appropriated on a project-length basis. Other special revenue funds do not have appropriated budgets
since other means control the use of these resources (i.e. grant awards and city council resolutions) and sometimes
span a period of more than one fiscal year.

The appropriated budget is prepared by fund, functional department and division. Transfers of appropriations between
divisions within a department may be initiated by staff and approved by the director. Transfers between functional
departments require the approval of the director, budget manager, and finance director. Transfers between funds may
require council approval. All transfers of appropriations require the approval of the city manager. The legal level of
budgetary control (i.e., the level at which expenditures may not legally exceed appropriations) is the fund level. The
City Council is required to approve all budget amendments that alter department or operating appropriations.

Appropriations in all budgeted funds lapse at the end of the fiscal year even if they have related encumbrances.
Encumbrances are commitments related to unperformed (executory) contracts for goods or services (i.e., purchase
orders, contracts, and commitments). Encumbrance accounting is utilized to the extent necessary to assure effective
budgetary control and accountability and to facilitate effective cash planning and control. While all appropriations and
encumbrances lapse at year end, valid outstanding encumbrances (those for which performance under the executory
contract is expected in the next year) are re-appropriated and become part of the subsequent year’s budget.

G. Assets, liabilities, and net assets/fund balance

1. Cash and cash equivalents

For purposes of the statement of cash flows, cash includes amounts in demand deposits, restricted cash and short-
term investments with maturity dates within three months of the date acquired by the City. All City funds participate in
a pooling of cash to maximize interest earnings.

2. Investments

NTVN



CITY OF CORINTH

NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

Investments for the City are reported at fair value (generally based on quoted market prices) except for the positions in
TexPool and TexSTAR. In accordance with state law, TexPool operates in conformity with all of the requirements of
the Securities and Exchange Commission’s (SEC) Rule 2a-7 as promulgated under the Investment Company Act of
1940, as amended. Accordingly, TexPool qualifies as a 2a-7 like pool and is reported at the net asset value per share
(which approximates fair value) even though it is calculated using the amortized cost method. The Pool is subject to
regulatory oversight by the State Comptroller, although it is not registered with the SEC.

3. Receivables and payables

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

Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve account in
applicable governmental funds to indicate that they are not available for appropriation and are not expendable available
financial resources.

All trade receivables are shown net of an allowance for uncollectible accounts. The allowance for uncollectible accounts
for utility billing is estimated on a percentage of aged accounts receivable.

4. Inventories and prepaid items

Inventories are valued at cost using the first-in first-out (FIFO) method. Inventories consist of expendable supplies held
for consumption or the construction of plant and equipment. Inventories are recorded as expenditures when consumed
rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in
both government-wide and fund financial statements. The cost of prepaid items is recorded as expenditures/expenses
when consumed rather than when purchased.
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CITY OF CORINTH

NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

5. Capital assets

Capital assets, which include property, plant and equipment and infrastructure assets (e.g., roads, bridges, sidewalks
and similar items) are reported in the applicable governmental or business-type activities columns in the government-
wide financial statements. Capital assets are defined by the City as assets with an initial, individual cost of more than
$5,000 and an estimated useful life in excess of two years. All purchased capital assets are valued at cost where
historical records are available and at an estimated historical cost where no historical records exist.

In the case of the initial capitalization of general infrastructure assets (i.e., those reported by governmental activities),
the government chose to include all such items regardless of their acquisition date or amount. The City was able to
estimate the historical cost for the initial reporting of these assets through back trending (i.e., estimating the current
replacement cost of the infrastructure to be capitalized and using an appropriate price-level index to deflate the cost to
the acquisition year or estimated acquisition year). As the government constructs or acquires additional capital assets
each period, including infrastructure assets, they are capitalized and reported at historical cost. The reported value
excludes normal maintenance and repairs which are essentially amounts spent in relation to capital assets that do not
increase the capacity or efficiency of the item or increase its estimated useful life. Donated capital assets are recorded
at their estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially extend asset lives,
are not capitalized. Improvements are capitalized and depreciated over the remaining useful lives of the related capital
assets.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred during
the construction phase of capital assets of business-type activities is included as part of the capitalized value of the
assets constructed.

Land and construction are not depreciated. The other property, plant, equipment, and infrastructure of the City, as well
as the component unit, are depreciated using the straight-line method over the following useful lives:

Building and building improvements 20-50 years
Water and Wastewater system infrastructure 30 years
Storm drainage system infrastructure 30 years
Public domain infrastructure 50 years
Vehicles and equipment 5-10 years
Office equipment 5-10 years

6. Net asset flow assumptions

Sometimes the government will fund outlays for a particular purpose from both restricted (e.g., restricted bond or grant
proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted – net assets and
unrestricted – net assets in the government-wide and proprietary fund financial statements, a flow assumption must be
made about the order in which the resources are considered to be applied before unrestricted – net position is applied.

7. Fund balance flow assumptions

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

NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

8. Fund balance policies

Fund balance is divided into five classifications based primarily on the extent to which the City is bound to observe
constraints imposed upon the use of the resources in the governmental funds. The classifications are as follows:

Non spendable fund balance category includes amounts that cannot be spent because they are not in spendable form,
or legally or contractually required to be maintained intact. The "not in spendable form" criterion includes items that are
not expected to be converted to cash. It also includes the long-term amount of loans receivable, as well as property
acquired for resale, unless the use of the proceeds from the collection of those receivables or from the sale of those
properties is restricted, committed, or assigned.

Restricted Fund balance is reported as restricted when constraints placed on the use of resources are either externally
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments or is imposed by law through constitutional provisions.

Committed fund balance classification includes amounts that can be used only for the specific purposes imposed by a
formal action (resolution) of the City Council. Those committed amounts cannot be used for any other purpose unless
the City Council removes or changes the specified use by taking the same type of action (resolution) it employed to
previously commit those amounts. Committed fund balance also incorporates contractual obligations to the extent that
existing resources in the fund have been specifically committed for use in satisfying those contractual requirements.

Amounts in the assigned fund balance classification include the portion of net resources for which an intended use has
been established by the City Council or the City Official authorized to do so by the City Council. Assignments of fund
balances are much less formal than commitments and do not require formal action for their imposition or removal. In
governmental funds, other than the General Fund, assigned fund balance represents the amount that is not restricted
or committed which indicates that resources are, at a minimum, intended to be used for the purpose of that fund.

Unassigned fund balance is the residual classification for the general fund and includes all spendable amounts not
contained in the other classifications. In other governmental funds, the unassigned classification is used only to report
a deficit balance resulting from overspending for specific purposes for which amounts had been restricted, committed,
or assigned.

H. Revenues and expenditures/expenses

1. Program revenues

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

2. Property taxes

Ad valorem (property) taxes are levied based on the January 1 property values as assessed by the Denton Central
Appraisal District. Property taxes are recognized as revenue when they become available. Available means collected
within the current period or expected to be collected soon enough thereafter to be used to pay current liabilities. Current
taxes are levied on October 1, and become delinquent if unpaid on February 1.
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4. Compensated absences

It is the City's policy to permit employees to accumulate earned but unused vacation, compensatory time and sick pay
benefits. Eligible employees are reimbursed upon separation from service for accumulated vacation, accumulated sick
pay; non-exempt employees are reimbursed for compensatory time. The liabilities for these amounts are accrued as
they are incurred in the government-wide and proprietary fund financial statements. A liability for these amounts is
reported in the governmental funds only if they have matured, for example, as a result of employee resignations and
retirements.

5. Proprietary funds operating and nonoperating revenues and expenses

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

I. Long-term obligations

In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-type
activities, or proprietary fund type statement of net assets. Bond premiums and discounts, as well as issuance costs,
are deferred and amortized over the life of the bonds using the effective interest method. Bonds payable are reported
net of the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and amortized
over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current period. The face amount of debt issued is reported as other financing sources.
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.

II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Deficit fund equity

At September 30, 2014, a fund deficit of $579,436 was reported for the Roadway Impact Fee Fund. It represents
deferred/unearned impact fee revenue, net of related assets, which will be recognized as development of land
progresses through April 1, 2025.

III. DETAILED NOTES ON ALL FUNDS

A. Cash deposits with financial institutions

Custodial credit risk – deposits. In the case of deposits, this is the risk that in the event of a bank failure, the City’s deposits
may not be returned. The City of Corinth and the Corinth Economic Development Corporation have depository policies that
specify collateralization agreements with the depository bank to protect the government from this risk. The contract with the
City’s depository bank states the following:

“The Depository shall pledge to the City and deposit in safekeeping and trust with another bank
acceptable to the City approved security as defined or referred to in Tex. Loc. Gov’t Code §105.031, et
seq. and the Collateral for Public Funds Act, Chapter Act, Chapter 2257 of the Texas Government Code,
in an amount of fair value sufficiently adequate to protect all funds of the City on deposit with Depository
during the term of this Contract, but not less than that required by Tex. Loc. Gov’t Code Ch. 105, Tex
Gov’t Code §2257.022, the City’s Investment Policy, and all other applicable laws. All deposits, including
accrued interest, are to be fully collateralized in accordance with the above terms. Pledged securities will
be held by a custodian approved by the City and meeting the requirements of Section 2257.041 of the
Collateral for Public Funds Act.”
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At September 30, 2014, the City's carrying amount of demand deposits was $2,050,339 (including $142,672 in the discrete
component unit) while the bank balance was $2,617,984. The City’s depository had pledged an FHLB letter of credit with
a fair value of $9,000,000.

B. Investments

The investment policy of the City is governed by State statutes and the adopted City Investment Policy. City policy governing
bank deposits require depositors to be FDIC-insured institutions; depositories must fully collateralize all deposits in excess
of FDIC insurance limits. The City’s investment policy limits investments to obligations of the United States of America and
its agencies, investment quality obligations of the states with a rating of not less than AA, fully insured certificates of deposit.
The City’s investments in the bonds of the US agencies was rated AAAm by Standard & Poor’s, AAA by Fitch Ratings, and
Aaa by Moody’s Investors Service.

State statutes authorize the City to invest in obligations of the U. S. Treasury, agencies and instrumentalities, in obligations
of the State of Texas and other political subdivisions of any state rated "A" or above by Standard & Poor's or Moody's
Investors Service, and repurchase agreements. Investments maturing within one year of date of purchase are stated at cost
or amortized cost; all other investments are stated at fair value which is based on quoted market prices.

The City did not engage in repurchase or reverse repurchase agreement transactions during the year. The City’s
investments were as follows on September 30, 2014:

Interest rate risk. In accordance with its investment policy, the City manages its exposure to decline in fair value of securities
by limiting the City to securities with maturities not to exceed 36 months from date of purchase. The City also manages the
weighted average days to maturity for the operating funds portfolio to less than 270 days, and the reserve, special project
and capital project funds to less than 365 days.

The CEDC component unit limits weighted average days to maturity for the operating funds portfolio to less than 270 days.

The City and its component unit invest in the public funds investment pools listed above, which have specified maximum
weighted average maturities for their investment portfolios. The maximum weighted average maturity (WAM) of TexPool
investment portfolios cannot exceed 60 days. TexSTAR also maintains a portfolio maximum WAM of 60 days calculated
according to SEC rule 2a-7.

The Texas Local Government Investment Pool (TexPool) is a public funds investment pool created pursuant to the Inter-

Carrying

Amount Fair Value WAM

Rating

(S&P)

TexStar $ 907,176 $ 907,176 <60 days AAAm

TexPool 413,226 413,226 <60 days AAAm

US Federal Agency Securities

Coupon 2,737,260 2,737,835 779 AA+

Callable 3,614,888 3,609,695 779 AA+

Money Market 5,982,639 5,991,659

13,655,189 13,659,591

Corinth Economic Development Corp. Type (B)

TexPool 310,669 310,669 <60 days AAAm

US Federal Agency Securities

Coupon 2,064,740 2,063,759 AA+

Money Market 135,112 134,707

2,510,521 2,509,135

Total $ 16,165,710 $ 16,168,726
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local Cooperation Act of the State of Texas. The State Comptroller of Public Accounts exercises oversight responsibility
over TexPool. Oversight includes the ability to significantly influence operations, designation of management and
accountability for fiscal matters. Additionally, the State Comptroller has established an advisory board composed of both
Participants in TexPool and other persons who do not have a business relationship with TexPool. The Advisory Board
members review the investment policy and management fee structure. Finally, TexPool is rated AAAm by Standard & Poors.
As a requirement to maintain the rating weekly portfolio, information must be submitted to Standard & Poor’s, as well as the
Office of the State Comptroller of Public Accounts for review.

TexPool operates in a manner consistent with the SEC's Rule 2a7 of the Investment Company Act of 1940. TexPool uses
amortized cost rather than fair value to report net assets to compute share prices. Accordingly, the fair value of the position
in TexPool is the same as the value of TexPool shares.

The Texas Short Term Asset Reserve Program (TexSTAR) has been organized in conformity with the Interlocal Cooperation
Act, Chapter 791 of the Texas Government Code, and the Public Funds Investment Act, Chapter 2256 of the Texas
Government Code. These two acts provide for the creation of public funds investment pools (including TexSTAR) and
authorize eligible governmental entities to invest their public funds through the investment pools. TexSTAR is administered
by JP Morgan Chase and First Southwest Asset Management, Inc., and is rated AAAm by Standard and Poor’s.

Concentration of credit risk. The City’s investment policy requires diversification of investments according to the following
guidelines:

Custodial credit risk – investments. For an investment, this is the risk that in the event of the failure of the counterparty the
City will not be able to recover the value of its investments or collateral securities that are in the possession of an outside
party. The City’s investment policy states that investments of City funds shall be secured by pledged collateral with a fair
value equal to or exceeding 102% of the principal plus accrued interest of deposits at financial institutions.

C. Receivables, Interfund Receivables and Transfers

Amounts are aggregated into a single accounts receivable (net of uncollectibles) line on the statement of net assets.
Following is the detail of receivables of the government’s individual major and non-major funds, including the applicable
allowances for uncollectible accounts:

D. Deferred/Unearned Revenue

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection with
resources that have been received, but not yet earned. Governmental activities report unearned revenue. At the end of the
current fiscal year, the various components of deferred revenue reported in governmental funds and unearned revenue
reported in government-wide activities were as follows:

Maximum %

Investment of Portfolio

U.S. Treasury Obligations 100%

U.S. Government Agency Securities and Instrumentalities 100%

Authorized Local Government Investment Pool 100%

Local Government Obligations 10%

Fully Collateralized Certificates of Deposit 50%

Fully Collateralized Repurchase Agreements 25%

SEC-Regulated No-Load Money Market Mutual Fund 100%

U.S. Treasury & Agency Callables 30%
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Unearned revenue in the Street Improvements Fund is an advance payment by a developer which is available as an offset
to assessment of road impact fees through April 1, 2025.

E. Capital assets

Capital assets activity for the year ended September 30, 2014 was as follows:

Deferred Unearned

Delinquent property taxes receivable (General Fund) $ 49,179 $ -

Municipal court fines receivable (General Fund) 1,422,327 -

Ambulance revenue receivable (General Fund) 123,792 -

Other receivables (General Fund) 49,877 -

Delinquent property taxes receivable (Debt Service Fund) 16,185 -

Other receivables (Debt Service Fund) 11,957 -

Assessments receivable not yet due (Street Improvements Fund) 691,159 691,159

Total deferred/unearned revenue for governmental funds $ 2,364,476 $ 691,159

Transfers

Balance and Balance

9/30/2013 Additions Deletions Adjustments 9/30/2014

Capital assets, not being depreciated:

Land $ 2,299,357 $ 61,124 $ - $ - $ 2,360,481

Construction in progress 654,975 1,212,960 - - 1,867,935

Totals, capital assets not being depreciated 2,954,332 1,274,084 - - 4,228,416

Capital assets, being depreciated:

Buildings 6,498,477 64,982 - - 6,563,459

Machinery and equipment 7,156,647 1,096,766 (294,085) - 7,959,328

Infrastructure 92,374,106 342,087 - - 92,716,193

Totals, capital assets being depreciated 106,029,230 1,503,835 (294,085) - 107,238,980

Less: accumulated depreciation for:

Buildings (1,824,924) (196,450) - - (2,021,374)

Machinery and equipment (4,056,989) (720,575) 248,352 - (4,529,212)

Infrastructure (50,199,216) (3,599,161) - (53,798,377)

Total accumulated depreciation (56,081,129) (4,516,186) 248,352 - (60,348,963)

Total capital assets, being depreciated, net 49,948,101 (3,012,351) (45,733) - 46,890,017

Capital assets, net $ 52,902,433 $ (1,738,267) $ (45,733) $ - $ 51,118,433

Governmental Activities:
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Depreciation expense was charged to functions/programs of governmental activities of the primary government as follows:

Depreciation expense was charged to functions/ programs of the primary government as follows:

Governmental Activities

Public safety $ 545,647

Community services 118,300

Public works 3,643,095

Planning & community development 4,201

City administration 204,393

Finance and administrative services 550

Total depreciation expense - governmental

activities $ 4,516,186

Transfers

Balance and Balance

9/30/2013 Additions Deletions Adjustments 9/30/2014

Capital assets, not being depreciated:

Land $ 497,319 $ 80 $ - $ - $ 497,399

Construction in progress 886,059 1,865,486 - - 2,751,545

Totals, capital assets not being depreciated 1,383,378 1,865,566 - - 3,248,944

Capital assets, being depreciated:

Buildings 229,633 - - - 229,633

Machinery and equipment 1,523,063 19,821 - - 1,542,884

Infrastructure 40,435,674 23,752 - - 40,459,426

Totals, capital assets being depreciated 42,188,370 43,573 - - 42,231,943

Less: accumulated depreciation for:

Buildings (128,814) (7,091) - - (135,905)

Machinery and equipment (1,056,404) (89,658) - - (1,146,062)

Infrastructure (10,463,514) (1,685,891) - - (12,149,405)

Total accumulated depreciation (11,648,732) (1,782,640) - - (13,431,372)

Total capital assets, being depreciated, net 30,539,638 (1,739,067) - - 28,800,571

Capital assets, net $ 31,923,016 $ 126,499 $ - $ - $ 32,049,515

Business-type activities:

Business-type Activities

Water and sewer $ 1,548,429

Storm water utility 234,211

Total depreciation expense - business-type

activities $ 1,782,640
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F. Construction and other significant commitments

The City has active construction commitments as of September 30, 2014. The projects include water storage, utility
relocation, road expansion/reconstruction, and computer hardware/software improvements. At year end the City’s
commitments with contractors were as follows:

Capital projects expenditures/expenses are funded through capital projects funds and proprietary funds.

G. Risk Management

The City is a member of the Texas Municipal League's Intergovernmental Risk Pool ("Pool"). The Pool was created for the
purpose of providing coverage against risks that are inherent in operating a political subdivision. The City pays annual
premiums to the Pool for liability, property and workers' compensation coverage. The City's agreement with the Pool
provides that the Pool will be self-sustaining through member premiums and will provide through commercial companies
reinsurance contracts. The Pool agrees to handle all liability, property and workers' compensation claims and provide any
defense as is necessary. The Pool makes available to the City loss control services to assist the City in following a plan of
loss control that may result in reduced losses. The City agrees that it will cooperate in instituting any and all reasonable loss
control recommendations made by the Pool. The City also carries commercial insurance on other risks of loss. The City has
experienced no significant reductions in coverage through the Pool over the past year. There have been no insurance
settlements exceeding Pool coverage for any of the past three years.

H. Long-term liabilities

Long-term debt of the City governmental activities consists of general obligation bonds, certificates of obligation, and
accrued compensated absences. Sources of retirement of general obligation bond and certificates of obligation are provided
from ad valorem tax. Governmental activities long-term debt is paid by the debt service fund.

Long-term debt of the City business-type activities consists of general obligation bonds, certificates of obligation, and
accrued compensated absences. Business-type activities long-term debt is serviced by revenue from the water wastewater,
and storm water drainage systems.

Cumulative

Spent to Remaining Project

Project Name Date Balance Total

SHADY REST LANE $ 228,998 $ 666,002 $ 895,000

TOWER RIDGE 114,875 1 114,876

WESTSIDE LS EXPANSION 2,343,777 - 2,343,777

REPLACE TECHNOLOGICAL INFRASTRUCTURE 681,495 9,005 690,500

PLANNING & PERMITTING 117,789 14,121 131,910

1.5 MG GROUND STORAGE TANK 2,100,000 - 2,100,000

TOTAL $ 5,586,934 $ 689,129 $ 6,276,063
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The following is a summary of long-term debt as of September 30, 2014:

Compensated absences are paid from the fund out of which an employee is regularly paid – primarily the General Fund,
Water and Wastewater Fund, and Storm Water Drainage Fund.

Long-term debt of the City is comprised of the following individual issues at September 30, 2014:

The annual debt service requirements to maturity for the general obligation bonds, and certificates of obligation are as

September 30, September 30, Due Within

Description 2013 Additions Retirements 2014 One Year

Governmental activities:

General obligation bonds $ 8,682,775 $ - $ (660,775) $ 8,022,000 $ 1,126,500

Certificates of obligation 6,887,875 - (1,149,875) 5,738,000 633,094

15,570,650 - (1,810,650) 13,760,000 1,759,594

Bond premiums/discounts (net) 173,309 - (15,056) 158,253 15,056

Total bonds payable 15,743,959 - (1,825,706) 13,918,253 1,774,650

Capital lease obligation - 839,890 (81,832) 758,058 74,667

Compensated absences 842,133 994,219 (912,570) 923,782 524,715

$ 16,586,092 $ 1,834,109 $ (2,820,108) $ 15,600,093 $ 2,374,032

September 30, September 30, Due Within

Description 2013 Additions Retirements 2014 One Year

Business-type activities:

General obligation bonds $ 1,467,125 $ - $ (160,125) $ 1,307,000 $ 243,500

Certificates of obligation 10,492,224 - (594,225) 9,897,999 556,906

11,959,349 - (754,350) 11,204,999 800,406

Bond premiums/discounts (net) 206,868 - (16,698) 190,170 16,701

Total bonds payable 12,166,217 - (771,048) 11,395,169 817,107

Compensated absences 84,668 100,757 (98,333) 87,092 87,092

$ 12,250,885 $ 100,757 $ (869,381) $ 11,482,261 $ 904,199

Average Business-

Original Year of Final Annual Interest Governmental type

Purpose Amount Issue Maturity Payment Rate Activities Activities

GENERAL OBLIGATION BONDS

Infrastructure $ 2,000,000 2001 2016 $ 125,000 5.00% - 4.80% $ 245,000

Refunding 5,080,000 2005 2020 538,000 4.00% - 4.25% 2,028,000 $ 572,000

Refunding 5,250,000 2007 2020 587,000 3.78% - 4.25% 3,465,000 735,000

5,738,000 1,307,000

CERTIFICATES OF OBLIGATION

Equipment and infrastructure 23,630,000 2007 2027 1,821,000 4.375% - 5.25% 7,342,000 9,897,999

Equipment 1,500,000 2010 2020 172,000 1.95 % - 4.05% 680,000

8,022,000 9,897,999

$ 13,760,000 $ 11,204,999
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follows:

I. Fund balance

Minimum fund balance policy. The City Council has adopted a financial policy to maintain a minimum level of unassigned
fund balance in the general fund. The target level is set at 20% of expenditures. This amount is intended to provide fiscal
stability when economic downturns and other unexpected events occur. If fund balance falls below the minimum target level
because it has been used, essentially as a “revenue” source, as dictated by current circumstances, the policy provides for
actions to replenish he amount to the minimum target level.

Year Ended

September 30 Principal Interest Principal Interest

2015 $ 1,126,500 $ 216,180 $ 243,500 $ 49,275

2016 1,168,175 169,223 251,825 39,331

2017 1,167,150 121,146 277,850 28,508

2018 1,219,650 71,244 290,350 16,608

2019 689,250 30,799 155,750 7,153

2020 - 2021 367,275 13,207 87,725 3,010

Total $ 5,738,000 $ 621,799 $ 1,307,000 $ 143,885

General Obligation Bonds:

Governmental Activities Business-type Activities

Year Ended

September 30 Principal Interest Principal Interest

2015 $ 633,094 $ 377,569 $ 556,906 $ 480,568

2016 561,517 350,425 588,483 451,934

2017 587,810 323,411 617,190 421,792

2018 548,362 297,703 651,638 392,107

2019 572,527 273,189 677,473 362,610

2020 - 2024 2,978,692 953,105 3,921,308 1,283,003

2025 - 2027 2,139,998 172,438 2,885,001 232,469

Total $ 8,022,000 $ 2,747,840 $ 9,897,999 $ 3,624,483

Certificates of Obligation:

Governmental Activities Business-type Activities
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The table below shows the purposes for which fund balance has been categorized as nonspendable, restricted, committed,
with the remainder unassigned:

J. Interfund transfers

Following is a summary of transfers to/from other funds:

Debt Other

General Service Governmental

Fund Fund Funds Total

Fund Balances (Deficit):

Nonspendable:

Inventory $ 221,706 $ - $ - $ 221,706

Prepaid items 946 - - 946

222,652

Restricted for:

Debt service - 328,036 - 328,036

Child Safety - - 17,053 17,053

Municipal Court Security - - 14,471 14,471

Municipal Court Technology - - 44,826 44,826

Public Safety - - 200,052 200,052

Street Maintenance - - 475,063 475,063

Tourism - - 64,107 64,107

1,143,608

Committed to:

Beautify & Preserve the Community - 25,082 25,082

Capital Projects - - 3,204,133 3,204,133

Fire Safety - - 22,998 22,998

Insurance Claims - - 209,922 209,922

Park Development - - 80,958 80,958

Public Safety - - 10,263 10,263

Recreation Donatons - - 3,806 3,806

Recreation Scholarships - - 51 51

Vehicle & Equipment Replacements - - 510,057 510,057

4,067,270

Unassigned: 3,587,445 - (579,436) 3,008,009

$ 3,810,097 $ 328,036 $ 4,303,406 $ 8,441,539

Transfers from

other funds

Transfers to

other funds

General Fund $ 876,124 $ (1,159,527)

Debt Service Fund 19,278 -

Nonmajor governmental funds 2,610,195 (1,263,287)

Water and Wastewater Fund 191,310 (933,367)

Storm Water Utility Fund - (340,726)

$ 3,696,907 $ (3,696,907)
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Interfund transfers are used to pay an allocation of general and administrative services, provide funds for debt service, and
contribute toward the cost of capital projects and for other operational purposes.

IV. OTHER INFORMATION

A. Upper Trinity Regional Water District (UTRWD)

On November 13, 1990, the City entered into a 30-year contract with Upper Trinity Regional Water District (UTRWD) and
other participating political members to develop a regional water system for providing retail utility service to the Denton
County area.

The contract included, among other things, a commitment by the City to 2.0 million gallons of water per day demand. On
February 4, 1999 the City amended the contract with Upper Trinity to increase the demand from 2.0 million gallons per day
to 5.5 million gallons per day. On September 2, 1999, due to continued growth, the City entered into the third contract
amendment with Upper Trinity increasing the demand to 7.5 million gallons per day. The City also currently maintains a
contract with the Upper Trinity Regional Water District for treatment of wastewater flows up to 1.608 million gallons per day.

The current demand capacity of 7.5 million gallons per day provides the City with three (3) weighted votes as a member of
the Upper Trinity Board. The City has one appointed member to the Upper Trinity Board of Directors and one appointed
member to the Upper Trinity Customer Advisory Committee. Under agreements with the UTRWD, all participating and
contract entities share in the cost of administering the District and in the cost of planning for future programs and services
of the District.

B. Employee retirement systems and pension plans

The City participates in the Texas Municipal Retirement System

Plan Description

The City provides pension benefits for all of its full-time employees through a nontraditional, 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
state statutes of TMRS.

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 the System. This report may be obtained by writing to TMRS, P.O. Box 149153,
Austin, Texas, 78714-9153, or by calling 800-924-8677; in addition, the report is available on the TMRS website at

www.tmrs.com.

The plan provisions are adopted by the governing body of the City, within the options available in the state statutes governing
TMRS. Plan provisions for the City were as follows:

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

Plan Year 2012 Plan Year 2013 Plan Year 2014

Employee deposit rate: 7% 7% 7%

Matching ratio (employer 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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the unfunded (overfunded) 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 repeated 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 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 is the basis for the rate and the calendar year when the rate goes into effect,

Annual pension cost (APC) and Net pension asset (NPA)

The City’s APC and NPA are as follows:

The City’s APC, percentage of APC contributed, and NPA for the plan for the current year and each of the two preceding

years were as follows:

Funded status and funding progress

As of December 31, 2013, the most recent actuarial valuation date, the funded status of the plan was as follows:

The schedule of funding progress, presented as required supplementary information following the notes to the financial

statements, presents multi-year trend information about whether the actuarial value of plan assets is increasing or

decreasing over time relative to the actuarial accrued liability of benefits.

Annual Required Contribution (ARC) $ 1,180,514

Interest on Net Pension Obligation -

Adjustment to the ARC -

Annual Pension Cost: 1,180,514

Contributions Made 1,180,514

Increase (Decrease) in Net Pension Obligation -

Net Pension Obligation (Asset) , Beginning of Year -

Net Pension Obligation (Asset) , End of Year $ -

Annual Actual Percentage Net Pension

Fiscal Year Pension Contribution of APC Obligation/

Ending Cost/(APC) Made Contributed (Asset)

2014 1,180,514$ 1,180,514$ 100% -$

2013 $ 1,089,509 $ 1,089,509 100% $ -

2012 $ 1,009,090 $ 1,009,090 100% $ -

Three-Year Trend Information

Actuarial Actuarial UALL as a

Actuarial Value of Accrued Funded Unfunded ALL Covered Percentage of

Valuation Date Assets Liability (AAL) Ratio (UALL) Payroll Covered Payroll

12/31/2013 20,892,219$ 28,200,256$ 74.1% 7,308,037$ 8,028,481$ 91.0%
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The ARC for fiscal year 2014 was determined as part of the December 31, 2011 and 2012 actuarial valuations.

C. Supplemental Death Benefits Fund

The City also participates in the cost sharing multiple-employer defined benefit group term life insurance plan operated by
the Texas Municipal Retirement System (TMRS) known as the Supplemental Death Benefits Fund (SBDF). The City elected,
by ordinance, to provide group term life insurance coverage to both current and retired employees. The City may terminate
coverage and discontinue participation in the SBDF by adopting an ordinance before November1 of any year to be effective
the following January 1.

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); the City has
elected to exclude retired employees from this benefit.

Contributions

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-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 years ended September 30, 2014, 2013, and 2012 were $8,028, $7,990,
and $7,780, respectively, which equaled the required contributions each year.

D. Contingent liabilities

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

As a debt issuer, the City is subject to Federal arbitrage regulations and periodically determines its compliance and returns
excess interest earned on bond proceeds, if necessary.

Actuarial Cost Method Projected Unit Credit Projected Unit Credit Entry Age Normal

Amortization Method

Level Percent of

Payroll

Level Percent of

Payroll

Level Percent of

Payroll

Remaining Amortization Period

26.4 years; closed

period

25.4 years; closed

period

30.0 years; closed

period

Asset Valuation Method

10-year Smoothed

Market

10-year Smoothed

Market

10-year Smoothed

Market

Amortizaton Period for New Gains/Losses 30 Years 30 Years 30 Years

Actuarial Assumptions:

Investment Rate of 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

Actuarial Assumptions:

Includes Inflation at 3.00% 3.00% 3.00%

Cost-of-Living Assumptions 2.1% 2.1% 2.1%
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Stewardship, Compliance, and Accountability

I. Budgetary Information

The City follows the following procedures in establishing the budgetary data reflected in the financial statements:

1. Public hearings are conducted to obtain taxpayer comments.

2. Prior to October 1, the budget is legally enacted through passage of an ordinance.

3. The City Manager is authorized to transfer budgeted amounts between departments within any fund; however, any
revisions that alter the total expenditures of any fund must be approved by the City Council. Therefore the legal level of
control is at the fund level.

4. Budgeted amounts are as originally adopted or as amended by the City Council or management. During the year the
additional appropriations were submitted as budget amendments and approved by the City Council.

5. Capital Project funds were not budgeted. Since project length financial plans usually extend into two or more fiscal years,
this makes comparisons confusing and misleading.

6. Formal budgetary integration is employed as a management control device during the year. The legally adopted budgets
for the General Fund, certain Special Revenue Funds, and the Debt Service Fund are adopted on a basis consistent with
generally accepted accounting principles. Annual appropriated budgets are adopted for the following funds:

General Fund

Special Revenue Funds:
" Crime Control & Prevention Fund
" Street Maintenance Fund
" Hotel-Motel Tax Fund
" Municipal Court Security Fund
" Municipal Court Technology Fund
" Parks Development Fund

Debt Service Fund

II. Employee Retirement Plan - three year schedule of funding progress

Actuarial Actuarial UALL as a

Actuarial Value of Accrued Funded Unfunded ALL Covered Percentage of

Valuation Date Assets Liability (AAL) Ratio (UALL) Payroll Covered Payroll

12/31/2013 20,892,219$ 28,200,256$ 74.1% 7,308,037$ 8,028,481$ 91.0%

12/31/2012 $ 18,483,323 $ 23,648,932 78.2% $ 5,165,609 $ 7,989,936 64.7%

12/31/2011 $ 16,268,326 $ 21,555,610 75.5% $ 5,287,284 $ 7,869,676 67.2%
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COMBINING AND INDIVIDUAL FINANCIAL STATEMENTS

Nonmajor Governmental Funds

Special Revenue Funds

Special revenue funds are used to account for specific revenue sources that are restricted, committed, or assigned to
expenditures for particular purposes.

• The Crime Control and Prevention District fund is the blended component unit described previously. All revenues
and expenditures related to the $.0025 sales tax are recorded in this fund.

• The Street Maintenance fund accounts for the receipt of a $.0025 special purpose sales tax and related
expenditures.

• Risk/Insurance Claim fund is used to account for funds restricted to pay insurance claims.

• Hotel-Motel Tax fund accounts for hotel-motel tax collected and used to enhance and promote tourism.

• The Special Revenue fund accounts for revenues that are used to account for acquisition purpose, i.e., park
donations, Keep Corinth Beautiful donations and other designated revenues and related expenditures.

• Municipal Court Security fund is used to account for funds restricted to provide security enhancements for the
municipal court.

• Municipal Court Technology fund is used to account for funds restricted to provide technological enhancements
for the municipal court.

• The Parks Development fund was established to account for donations, contributions, and payments associated
with the various park programs.

• The TxDOT Grant fund was established to account for the receipt and use of funds from the Texas Department of
Transportation grant for police department equipment.

• The Roadway Impact Fee fund is used to account for the receipt and expenditure of roadway impact fees as
required by the state of Texas Local Government Code Section 395.

Capital projects funds account for the acquisition and construction of the City’s major capital facilities, (other than those
financed by proprietary funds) and vehicle replacement funds.

• The Government Capital Projects fund is used to account for funds and expenditures related to capital projects.

• The Vehicle Replacement fund is used to account for funds and expenditures related to future vehicle
replacements.

• The LCFD Vehicle and Equipment Replacement fund is used to account for funds and expenditures for
replacement of vehicles and equipment for the Lake Cities Fire Department.

• Tech Equipment Replacement fund is used to account for funds and is used to account for funds and expenditures
for replacement of information technology equipment.

• The Street Escrow fund is used to account for funds and expenditures for all capital projects not specifically
identified and not in the proprietary or trust funds.

• The 2004 Tax Note fund was established to account for remaining bond funds from the 2004 issuance.

• 2007 CO Streets fund is used to account for the projects and funding associated with the Series 2007 Certificates
of Obligation debt issue, a portion of which is dedicated to streets, infrastructure construction and improvements.

• 2007 CO Tech fund is used to account for the projects and funding associated with the Series 2007 Certificates of
Obligation debt issue, a portion of which is dedicated to computer technology equipment and upgrades.

• 2010 CO Fire fund is used to account for the projects and funding associated with the Series 2010 Tax and
Revenue Certificates of Obligation debt issue which is dedicated to fire equipment and infrastructure.
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STATISTICAL SECTION

This part of the City of Corinth, Texas’s comprehensive annual financial report presents detailed information as a context for

understanding what the information in the financial statements, note disclosures and required supplementary information says

about the City’s overall financial health.

Contents Page

Financial Trends 87

These schedules contain trend information to help the reader understand how the City’s

financial performance and well-being have changed over time.

Revenue Capacity 92

These schedules contain information to help the reader assess the factors affecting the City’s

ability to generate its property and sales taxes.

Debt Capacity 99

These schedules present information to help the reader assess the affordability of the City’s

current levels of outstanding debt and the City’s ability to issue additional debt in the future.

Demographic and Economic Information 103

These schedules offer demographic and economic indicators to help the reader understand

how the City’s financial activities take place and to help make comparisons over time and

with other governments.

Operating Information 106

These schedules contain information about the City’s operations and resources to help the reader understand how the

City’s financial information relates to the services the City provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual

financial reports for the relevant year.
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