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auditor's report is presented as the first component of the financial section of this report. GAAP 
requires that management provide a narrative introduction, overview, and analysis to accompany the 
basic financial statements in the form of Management's Discussion and Analysis (MD&A). This 
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. 
The C~ty's MD&A can he found immediately following the report of the independent a~tditors. 

PROFILE OF THE GOVERNMENT 

Incorporated in 1940, the City of Nederland is located in the southeast corner of the state and within 
Jefferson County. With a current population of 17,547, the City currently occupies a land area of 
approximately 5.5 square miles. The City is served with a regional airport and has ready rail access 
to all parts of the co~ultry. Although empowered to levy a property tax on both real and personal 
properties located within its boundaries, the City collects no personal or corporate taxes from 
residents, nor is a state income tax assessed. The City is also empowered by state statute to extend its 
corporate limits by annexation, which occurs periodically when deemed appropriate. 

Thc City is a Council-Manager form of government. It is governed by ail elected City Council 
composed of a mayor and four councilmernhers, who each serve two year terms. The City is divided 
into four council wards; each area is represented by one of the four elected councilme~nhers; and the 
mayor is elected at-large. The City Council is charged with formulating public policy, enacting local 
legislation, adopting budgets. and appointing the city manager, city attorney, city clerk, director of 
finance, police chief, and emergency lnanagement coordinator. The City Manager is the chief 
administrative and executive officer of the City, who implements Council directives and policies, 
manages the City's fiscal affairs. and is responsible for the administration of municipal operations. 

The City provides a full range of services including police and fire protection, the constructioil and 
maintenance of streets and other infrastructure. general administration, and cultural and recreational 
activities. Certain utility services are provided through the Water and Sewer Fund and the Solid 
Waste Fund, which function as deparlments of thc City. 

The annual hudget serves as the foundation for the City's financial planning and control. Ail 
departments of the City are required to submit requests for appropriations to the City Manager each 
year. The City Manager uses these requests as the basis for developing a proposed budget. The City 
Manager then presents the proposed budget to the City Council for review by no later than August 
31''. The City Council is then required to conduct public hearings on the proposed hudget and to 
adopt a final hudget. The appropriated budget is prepared by fund, function (e.g. public safety), and 
departlnent (e.g. police). Department directors may request transfers of appropriations within a 
department, which are reviewed and approved by the City Manager. Transfer of appropriations 
between departments, however, requires the approval of the City Council. Budget-to-actual 
con~parisons are provided in this report for the General Fund; this comparison is presented as part of 
the basic financial statements for the governmental funds. 

History 

Nederland's heritage is deeply rooted in the Dutch ancestry, which gives the town its name. 
Nederland was officially founded on December 24, 1897 when Dutch settlers with an adventuresome 



spirit and desire for a better life found this site. The co~nmunity was developed by thc Port Arthur 
Townsite Company and the Port Arthur Land Company as p a t  o f  the effort by Arthur E. Stilwell to 
make his newly built Kansas City, Pittsburg and Gulf Railway profitable. Stilwell, who had received 
much of his linancial backing from Dutch investors, wanted a community for Dutch immigrants in 
Southeast Texas. The first such settler at Nederland was George Rienstra; 40 others arrived in 
November 1897. 

As other immigrants followed, Nederlanders began establishing truck and dairy farms. Rice farming 
was especially popular until overproduction, overspeculation, and the depression of 1907 which 
virtually eliminated the rice industry in Nederland. Many of the recent immigrants left the area. 
Prosperity was restored by the discovery of the Spindletop oilfield on January 10, 1901. The Sun Oil 
Company established a major terminal just to the north of Nederland and the Texas Company built a 
plant a mile south of thc community. An internrban rail line tied this area with Beaumont and Port 
Arthur in 1913. Electricity was provided shortly thereafter, and telephone and gas service became 
available during the mid-1920s. During the same decade, the Humphrey Oil Company and Pure Oil 
Company (subsequently Union Oil) built a refinery at Smith's Bluff to the east, drawing large 
numbers of former Louisiana residents to Nederland. The refineries and related petroleum industries 
have continued to be the mainstays of the City's economy. The town incorporated on April 29, 1940 
and the population reached 3,801 in 1950. Nederland grew rapidly as a residential center during the 
boom years that followed. By 1970, the number of inhabitants had surpassed 16,000. Though the 
local economy was hurt by the declining demand for petroleum during the 1980s, the number of 
businesses in the City increased from 136 in 1972-73 to 401 in 1984-85. Hurricanes Rita in 2005, 
IIumberto in 2007, and Ike in 2008 significantly impacted the community. The population was 
reported at 16,855 in 1980, 16,192 in 1990, 17,422 in 2000, and 17,547 in 2010. 

Factors Affecting Financial Conditions 

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

Local Economy 

The City of Nederland, Texas, with a population of 17,547, is located in the Mid-County area of 
Jefferson County. Situated between Beaumont and Port Arthur, the City continues to experience 
moderate residential and commercial growth. For the past several years, the City has displayed 
stable, steady growth within the community. Nederland has consiste~ltly maintained an 
unemployment rate lower than Jefferson County and the State as a whole. Traditionally, the 
unemployment rate in the City of Nederland has been in the three to four percent range as reported by 
the Texas Workforce Commission. Additionally, act valorem revenues have increased by 
approximately 7% per year over the past five (5) years. 

Sales tax collections have been constant and consistent with the amou~lts estimated by City staff, 
Please note, however, that the City has experienced significant increases in sales tax revenucs 
beginning in liscal year 2005-2006 that staff believes is attributable to expansion projects at various 
cntde oil and petrochemical facilities; the sales tax increase trend ended in the fiscal year 2009-2010. 
With the national economic downturn's effects impacting thc regional economy, as well as the 



inflated sales tax revenue due to tlurricane Ike-related expenditures, sales tax revenue decreased by 
11%. 111 fiscal year 2010-201 1, sales tax revenue increased by 4%, but it is premature to identify this 
as a trend that will continue over to the next fiscal year. Due to the level of economic growth, the 
City has previously initiated actions to ensure financial stability while continuing to identify potential 
improvements for increased operational efficiencies. In general, the entire area continues to display a 
fairly stable economy due to such factors as the existing chemical industry, expailsion of existing 
petrochemical plants, new commcrcial/retail businesses, and the construction of correctional 
facilities. As the region experiences growth, Nederland continues to benefit lrom this activity. 

In 1994, voters adopted an additional one half of one percent sales and use tax to be used for the 
pro~notion and development of new or expanded business enterprises as authorized by Section 4B, 
Article 5190.6, V.T.C.S. With this additional sales tax revenue, an economic development 
corporation, also authorized by the Act, was created to promote, assist, and enhance economic aiid 
community development activities for the City. 

In 2007, voters adopted a quarter cent of the City sales tax to be allocated to a Street Improvement 
Fund by reducing the Section 4B tax to a quarter cent. Funds would be expended on street and 
street-related improvement projects. Beginning in April 2008. the quarter cent sales tax was 
collected, but funds were allowed to accrue until early 2009 With 78% votes of approval, thc street 
sales tax was re-authorized during the May 201 1 election. 

The following list identifies the major accoinplishments that the City has undertaken to improve the 
community and its economy. 

Major Accomplishments For the Fiscal Year 2010-2011 

J Maintained the tax rate of $0.578 per $100.00 valuation and continued a $15,000 Homestead 
Tax Exemption for the elderly and the disabled. 

J Completed $975,000 of Street Improveinents and repairs to include the hot mix overlays of 
Detroit Avenue, North 121h Street aiid South 12''' Street, concrete repairs of Avenue H, joint 
and crack sealing of Helena Avenue, street re-striping, and chip seal road repairs. 

J Continued the Sewer Rehabilitation Project in the amount of $3.8M. 
J Completed preparation for the Nederland Water Treatment Plant improvementslrepair pro,ject, 

including issuance of $4.5M in Certificates of Obligation to finance the project. 
J Continued to reduce the Crime Rate of the City. 
J Adopted an ordinance banning the sale & possession of synthetic marijuana and bath salts. 
J Purchased a truck for Aniinal Control, a truck for Fire Marshall, a zero-turn mower for the 

Parks & Recreation Departnlent, and a dump truck for Water Department ($131,500 total). 
J Received and expended $265,058 in grant funding. 
J Retrofitted a 2001 Peterbilt garbage truck-$125,000. 
J Purchased and installed a playground for Dooinbos Park ($49,900). 
J Adopted a Fund Balance Policy in accordance with GASB 54. 
J Assessed cost-effectiveness and efficiency of the Nederland Waste Water Treatment Plant's 

privatization contract, reducing contract cost. 
J Completed Energy Efficiency and Conservation Block Grant project-installed solar-powered 

school zone signs at EIillcrest and Highland Park Elementary Schools and installed LED lights 



in traffic signal lights. 
J Purchased 11 new public access computers Tor the Marion & Ed Hughes Public Library. 
4 Completed Virtualization Network project to rcduce long-term information technology costs 

and enhance I T. system. 
J Awarded for the 14''' year in a row the Certificate of Achievement for Excellence in Financial 

Reporting by the Government Finance Officers Association of the United States and Canada 
for the City's comprehensive annual financial report. 

J Commenced a green waste chipping program instead of green waste burning, reducing costs. 
J Coiltinued a strong relat~onship with the Nederland Economic Development Corporation and 

Nederland Chamber of Commerce to promote commerce and industrial growth. 
J Enhanced community involvement with the second annual "Trash Bash" event, as wcll as 

Nederland Family Nights at the Pool, holiday decorating, Christmas event, participation in 
"Trunk or Treat" and Flre Department Open House. 

Goals for the Fiscal Year 2011-2012 

f* Maintain the tax rate of $0.578 per $100.00 valuation and continue to provide a $15,000 
Homestead Tax Exemption for the elderly and the disabled. 

*:* Continuation of street improvements to inlprove the transportation network--$776,000, 
including the re-surfacing of Avenue 11 between Twin City Highway and the city limits. 

*:+ Continue to reduce the crime rate. 
*:* Complete the Sewer Rehabilitation I'roject-$3.8M. 

Commence the Nederland Water Treatment Plant repairlimprovement prqject-$4.2M. 
*2 Comlnence a Recycling Pilot Program. 
4. Continuation of water and sewer line improvemeilts in order to upgrade the City's utility 

infrastructure. 
*:* Complete rc-design of the City of Nederland website to enhance financial transparency and 

provide greater amount of information to the public. 
.:* Repair sofiball field at Doornbos Park in conjunction with a new partnership with the 

Nederland Challenge Division. 
*2 Commence public infrastructure improvements with IIurricane Ike funds. 
* Develop a five-year Capital Ilnprovelnent Plan and Nederland Parks Master Plan. 
.:* Improve workplace safety and reduce the number of injury claims. 
*> Continue the strong relationship with the Nederland Economic Devclopment Corporation and 

Chamber of Commerce in order to promote commerce and industrial growth. 

Long-term Financial Planninq 

Local officials continue to support a strategic and aggressive capital plan for Nederiand. Short-term 
and long-term capital improvement planning is necessary. City staff remains cognizant of the need 
for long-term fiscal stability. 'I'hroughout the fiscal year, the affects of the national recession 
impacted the local and regional economy. A conservative approach to the budget, including greater 
efficiency and salarylbenefit controls, was required to offset decreases in revenue. While growth will 
continue in the City and surrounding area, a number of factors, specifically hurricanes and the 
national economy, may adversely impact Nederland's long-term planning efforts. The City's elected 
oFiicials and management have traditionally maintained a prudent approach to budgeting, the 
expenditure of funds, and the collection of revenues. This philosophy will remain in place, in 



addition to continuing to evaluate further opportunities to more efficiently and effectively manage 
public funds. 

Cash Management Policies and Practices 

Cash temporarily idle during the ycar was invested in certificates of deposit, approved investment 
pools, and interest bearing demand deposits. The maturities of the investlnents range from 1 to 365 
days. The average yield on investments was .15% during fiscal year September 30,201 1. 

Risk Management 

The City's risk management program includes risks associated with employee health benefits, 
worker's compensation, and general liability. The Personnel Department is responsible for the 
administration of the City's plan for accident prevention. 

Pension and Other Postemploymcnt Benefits 

The City provides pension benefits for all full-time employees through a nontraditional, joint 
contributory, hybrid defined benefit plan in the statewide Texas Municipal Retircmcnt System 
(TMRS), an agent multiple-employer public employee retirement system. As a matter of policy, the 
City fully funds each year's annual required contribution to the pension plan as determined by the 
actuary. The City has funded 104.6% of the present value of the projected benefits earned by 
employees. The remaining unfunded amount is being systematically funded over 25 years as part of 
the annual required contribution calculated by the actuary. 

'Ihe City also provides post-retirement health and dental care benefits for certain retirees. As of the 
end of the current fiscal year, there were fourteen retired employees participating in the City's group 
health program. Beginning in 2010, the City established a retiree insurance committee comprised of 
city eillployees to assess the existing retiree health insurance policy and make recommendation(s) on 
possible revisions. 

Additional information on the City's pension arrangements and post employment benefits can be 
found in Note 8 and Note 10 in the notes to the financial statements. 

AWARDS AND ACKNOWLEDGMENTS 

Awards 

The city of Nederland participates in the Certificate of Achievement for Excellence in Financial 
Reporting Award progranl sponsored by the Government Finance Officers Association (GFOA). 
Receiving this prestigious award is the result of achieving the highest standards in governmental 
accounting and financial reporting. Fiscal year ended September 30, 2010 marked the fourteenth 
consecutive year the City received this annual award. A Certificate of Achievement is valid for a 
period of one ycar only. We believe that our fiscal year ended September 30, 201 1 CAFR continues 
to meet the program requirements and this document will be submitted to GFOA for consideration. 
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J. R. Edwards b Associates. LLC 
Certified PuLlic Accot~ntonts ' 

Thc i lono~al~lc Mayor end City Council 
City of Netlc~laud, 'I exas 

We have audited the accompanying fiua~icial staiements ofthe governmental activities, business- 
type activitics, the aggregate discretely presented coinlnoiient uiliis, each major fund, and the 
aggregate remaining fund infor~xiation of the City of Nederland, 'Texas (the "City") as of and for 
the year elzded Septcmher 30, 201 I,  which collectively comprise the City's basic financial 
stateineiits as listed in tllc table of contents. 'f'hcsc fi~laizcial statements arc the responsibility of 
the City's mauageinent. Our respoiisibility is to express opinions on these fi~ia~lcial statements 
based on our auciit. 

We conducted our audit in accordance with auditing stimtlards generailly accepted in the IJ11ited 
States of America aud the standards applicable to financial audits contained ill Goverrznzenl 
Audiling Si'lrmdard.~, issued hy the Comptroller General of the IJiiited States. 'l'bose standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
Eli~ilncial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence s~rpporti~ig the amounts and disclosurcs in the fiiiancial statements. An audit also 
incltitics assessing the ac,counting principlcs ~wcd and signilicaiit cstin~ates made hy 
management, as well as evaluatitlg the overall financial statemei~t l~resentation. We believe that 
our audit provitles a rcasoliable basis for our opiniorrs. 

I11 our opinion, the financial statements referred to ahovc present fairly, ill all material respects, 
the respective financial position of the governnientill activities: the business-type activities, the 
aggregate tliscretcly prescnted component units, each major funti, thc aggregate remaiili~ig fund 
information, and the respective budgetary comparison for the geileral fund of the City of 
Ncderlatrd, 'Texas as of September 30, 201 1, and thc respective changes iii financial position and 
cash flows; where applicable, thereof for the year then elideti in contbrmity with accou~uting 
principles generally accepted in the tinited States of America. 

In accordance with Governmental Auditing  standard.^, we have also issued our report dated 
March 22, 2012, on our consideration of the City's internal coiltrol over financial reporting aild 
our tests of its compliance with certaii~ provisions of IZIWS, regiilations, contracts and grant 
agreerneiits and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and co~npliance and the rcs~ilts of that testing, and uot to 
provide an opinion on the intemal control over financial repolting or on cornpliance. That report 
is ail integral part of an audit perfonned in acccrdzince with (iov~rnmcntul Auditing Standards 
and should be rcad in conjurlction with this reporl in considering the results of our audit. 

4349 Crow Road . Beaumont, Texas 77706 
Phone (409) 924-9100 Fax (409) 924-0990 



Accounting priiiciplcs gcncr-;illy acccptcd iii thc iJniteti Sti~les of' Anicl-ica ~.cijuirc thiil tlic 
mai~agement's discussion and ailalysis and required supplemeiitary illformatioll as listed in the 
table of coutents be presented to supplemeill the basic financial staterneilts. Such inforniation, 
altlicri~gl~ not ti par1 ofthe basic f i ~ ~ a ~ ~ c i a l  statcmeiits: is recjrrirctl by the (+o\~crnmeilt;~l Accoi~irtiiig 
Sta~ldards F3oard; who consitlers it to bc an essential pirrt of fiiancial reporting firr placiirg the 
basic financial statements in an ilppropriate operational, eco~loinic, or historical coiltext. Wc 
havc applied certai~i liinitcd procedures to the required supplementary informatioil in accordauce 
with auditing standards generally accepted in the T~Jnitcd States of Amcrica, which consisted of 
inquiries of ~nanageillc~lt about the methods of preparing the ii1fo1-mation aud compariilg the 
inLonnation for consistc~~cy with ~nanageine~~t 's responses to our inquiries, thc basic finalicial 
statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not exprcss 2111 opinion or provide any assurance on thc illformatioil because the limited 
procedures tio not provide 11s with sufficielit evidelice to express an opinion or provide any 
assurance. 

Our audit was conducted for the purpose of forming opinions on the finallcia1 statements that 
collectively coinprisc the City of Nederland, Texas' fillancia1 statements as a whole. ' f i e  
introductory section, collibining and iildividual nonmajor fund statements and schedules, and 
statistical section a e  presented fou the purpose of additional a~~alysis  and are ~iot a required part 
of the basic financial statements. The combining and indiviciual fund statements and schedules 
are the responsibility of inanagclnent and were derived from and relate directly to the underlying 
accounting and other records useti to prepare the financial statements. ?'he i~~fbrmation has bee11 
subjected to the auditiilg procedures applied by us in the audit of thc financial statelnellts and 
certain additional p~.ocedures, including co~npariilg and rcconciling such ii~~ormation directly to 
the underlying accounting and other records used to prepare the filzancial statcmcnts or lo thc 
financial stateinents thcmsclves, and otlier additional procedures ill ;rccortIa~lce with auditing 
standads generally acccpted in the United States of America. 111 our opinion, tile inforonnation is 
fairly stated in all mat.erial respects in relatioil to the financial staterneilts talten as a whole. The 
introductory sectioi? and. statistical section have not been subjected to the auditing procedures 
applied by us in the audit of the basic financial statements and, accordii~gly, we do not express ail 
opi~iion or provide ally assurance 011 them. 



CITY OF NEDERLAND, TEXAS 
Management's Discussion and Analysis 

As management of the City of Nederlaiid (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, 201 1. We encourage readers to consider the information presented 
here in conjunction with our letter of transmittal at the fiont of this report and the City's financial 
statements. which follow this section. 

Financial Highlights 
* The assets of the City exceeded its liabilities at the close of fiscal year 2011 by 

$48,549,015. The unrestricted net assets of the City's governmental activities is 
($13,647,652) due to the [act that governmental activity funds account for debt issued in 
construction of business type activity assets. The unrestricted net assets of the City's 
business type activities is $3,436,248 and may be used to meet the ongoing obligations of 
the City's water, sewer, and solid waste business-type activities. 

* The City's total net assets increased by $2,126,795 in 201 1. 

As of September 30, 2011, the City's governmental funds reported a combined ending 
fund balance of $9.181,964. Approximately $7 millioil of the fund balance is considered 
unassigned at September 30, 201 1 and is available for use within the City's designation 
and policies. 

The Gcncral Fund reported a fund balance of $7,046,561 at the end of the current fiscal 
year. The unassigned fund balance for the General Fund is 7,043,202 or 77 percent of 
total General Fund expenditures (including transfers out.) 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the City's basic financial 
statements. The City's basic financial statelnents cornprise three components: 1) governrnent- 
wide financial statements; 2) fund financial statements; and 3) notes to the financial statements. 
This report also contains other supplcinentary informatioil in addition to the basic financial 
statements themselves. 

Government-wide financial statements. The government-wide financial statements are 
designed to provide readers with a broad overview of the City's finances, in a manner similar to 
private-sector business. 

The Jtatement of net assets presents infornlation on all of the City's assets and liabilities, with 
the difference between the two reported as net assets. Over time, increases or decreases in net 
assets may serve as a useful indicator of whether the financial position of the City is improving 
or deteriorating. 

The statement of activities presents information showing how the government's net assets 
changed during the most recent fiscal year. All changes in net assets are reported as soon as the 
~xnderlying event giving rise to the change occurs, regardless of the timing of the cash flows. 



CITY OF NEDERLAND, TEXAS 
Management's Discussion and Analysis 

Government-wide financial statements, Continued 

Thus, revenue and expenses reported in this statement for some items will only result in cash 
flows in future fiscal periods (e.g., uncollected taxes and earned but unuscd 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) fiom 
other functions that are intended to recover all or a significant portion of their costs through user 
fees or charges (business-type activities). The governmental activities of the City include 
general government. public works, public safety, cultural and recreation, and administration and 
general. The business-type activities of the City include two enteiprise activities, a water and 
sewer system and a solid waste system. 

The government-wide financial statenlents can be found on pages 22-24 of this Report 

Fund financial statements. A fi~nd is a grouping of related accounts that is used to maintain 
control over resources that have beell segregated for specific activities or objectives. The City, 
like other state and local governments, uses fund accounting to ensure and demonstrate 
coinpliance with finance-related legal requirements. All of the funds of the City can be divided 
into two categories, governmental funds and proprietary funds. 

Governmental funds. Governnzental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial stateincnts. 
However, unlilte the governnlent-wide financial statements, governinental fund financial 
statements focus on the near-term inflows and outflows of spendable resources, as well as on 
balances of spenclable 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 coinpare the information presented for governnzentalfunds with similar 
information presented for g~vernine~tal  activities in the government-wide financial statements. 
By doing so, readers inay better understand the long-term impact of the govcrnmcnt'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 
kcilitate this coinparison between governnzentul funds and governmental activities. 

The City inaintains eight individual governmental funds. Information is presented separately in 
the governmental fund balance sheet and in the goveriuneiital fund statement of revenues, 
expenditures, and changes in fund balances for the General Fund and Debt Service Fund. Data 
from the other six governmental funds are combined into a single, aggregated presentation. 
Individual fund data for each of these non-major governmental funds is provided in the forin of 
combini13g slaternents elsewhere in this Report. 
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The City of Nederland adopts an annual appropriated budget for its General Fund. A budgetary 
comparison statement has been provided for the General Fund to demonstrate conlplianee with 
this budget. 

The basic governmental fund financial statements can be found on pages 25-29 of this Report. 

Proprietary funds. The City maintains one type of proprietary fund. Enterprise funds are used 
to report the sarnc functions presented as business-type activilies in the government-wide 
financial statcments. The City uses enterprise funds lo account for its water and sewer, and solid 
waste operations. 

Proprietary fi~nds provide the same type of information as the government-wide financial 
statements, only in more detail. The proprietary fund financial statements provide separate 
information for the water and sewer, and solid waste operations. The water and sewer, and solid 
waste enterprise funds are considered major funds of the City. 

The basic proprietary fuld financial statements can be found on pages 30-32 of this Report 

Notes to the financial statements. The notes provide additional information that is essential to 
a full understanding of the data provided in the government-wide and fund financial statements. 
Thc notes to the financial statements can be found on pages 33-54 of this Report. 

Other information. In addition to the basic financial statements and accompanying notes, this 
Report also presents certain required supplementary znformation concerning the City of 
Nedcrland's progress in funding its obligation to provide pension benefits to its employees. 
Required supplementary information can be found on pages 55-56 of this report. 

The combining statements referred to earlier in connection with nonmajor governmental funds 
are presented inlmediately following the required supple~nentary information on pensions. 
Combining and individual fund statements and schedules can be found on pages 58-69 of this 
Report. 

Government-wide Financial Analysis 

As noted earlier, net assets may serve over time as a useful indicator of a government's financial 
position. The City's assets exceeded liabilities by $48.5 million at the close of the most recent 
fiscal year. 

The largest portion of the City's net assets reflects its investment in capital assets (e.g. land, 
buildings, i~nprovements other than buildings, equipment, and infrastructure), less any related 
debt used to acquire those assets that is still outstanding. The City uses these capital assets to 
provide services to citizens; therefore, these assets are not available for future spending. 
Although the City's investment in capital assets is reported net of related debt, it should be noted 
that the resources needed to repay debt must be provided from other sources, since capital assets 
themselves callnot be used to liquidate these liabilities. 
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Government-wide Financial Analysis, Continucd 

A portion of the City's net assets, $7,394,803 (15.23 percent), represents resources that arc 
subject to restrictions as to how they may be used. The unrestricted net assets of the City's 
business-type activities, approximately $3.4 million, may not be used to fund governmental 
activities. 

NET ASSETS 

Current and otbe~ 
assets 

Capilal assets 
l'utal assets 

Long-lenn liabilities 
outstanding 

Other liabilities 
Tala1 liabilities 

Net Assets 
llivcsled i n  capital assets, 
net of related debt 
Restricted 
Unrestricted 

Governmentai Business-Type 
Activities Activities Total .- 

2011- 2010 2011 2010 201 I 2010 

At the end of the current fiscal year, the City is able to repoil positive balances in all categories 
of net assets, both for the separate governmental and business-type activities. 

The government's net assets increased by $2,126,795 during the current fiscal year. 
Governmental activities decreased the City's net assets by $1.6 million, whereas business-type 
activities increased the City's net assets by $3.7 million. The changes in net assets were driven 
by issuance of Tax & Revenue Certificates of Obligation to fund Water Plant and infrastructure 
improvements. 
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CHANGES IN NET ASSETS 

Activities Business-Type Activities Total 
2011 2010 2011 2010 2011 2010 

Revenues 
Charges for services $369,820 $360,164 $5,573,319 $5,316,453 35,943,119 $5,676,617 
Operati~ig grants a~ld 
contiibittions 272,166 295.370 0 0 272,166 295.370 

General Rnrenues 
Property taxes 5;547,369 5,370,920 5,547,369 5,370,920 
Industrial paymcnts 1,006,261 940,850 1,006,261 940,850 
Sales laxer 3,036,033 2,922,006 3,036,033 2,922:006 
Gross receipts tax 1,299,828 1,298,937 1,299,828 1,298,937 

Interest 21.941 28,537 15.426 40.989 37,367 69,526 

. ~~ 

Gelieral government 
Public safety 
Public works 
Culture and recreation 
Adminisltativc and gcncrai 
Interest an long-lcrm deb1 
Water & sewer 
Solid waste 

'Total expelises 
lr~creesc (dccrease) in lict assets 

bcfoie traiafen 
'Tiansfcrs 

lncreasc (decrease) in net assets (1,608,131) 3,329,391 3,734.926 (1,002,429) 2,126,795 2,326;962 
Net assets, begi~ming 

As previously reported 13,322,543 9,993,152 33,116,654 34,119,083 46,419,197 44,112,235 
Adjustmeliis (16.9771 0 0 0 116.9771 0 
As restated 13,305,566 9,993,152 33,116,654 34,119,083 46,422,220 44;112,235 

Net assels September 30 $1 1,697,435 613,322,543 %36,85l,580 $33,116,4% $48,549,015 $46,439:197 

Governmental activities: Governmental activities decreased thc City's net assets by 
$1,608,131. The decrease is due to several factors including the issuance of $4.5 million in Tax 
& Revenue Certificates of Obligation to fund Water Plant infrastructure improvements. In 
addition, property taxes offset the decrease in net assets from debt issuance most likely duc to 
increased property values and the addition of properties in the City's two new subdivisions. 
Industrial payment increases are attributable to the reduction of abated value for new 
construction as agreed by contract. Gross receipts taxes fluctuate with market values and the 
resulting increasc is attributable to fuel price increases throughout the fiscal year. 

Business type activities. Business-type activities increased the City's net assets by $3,734,926. 
The increase is largely due to the issuance of debt to finance Water Plant improvements. 
Increased costs o l  services due to market fluctuations contrib~~ted to the increase and transfers to 
cover debt service requirements increased for the fiscal year in order to cover principal and 
interest payments. 
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Financial Analysis of the Government's Funds 

As noted earlier, the City uses fund accounting to ensure and demonstrate complia~cc with 
finance-related requirements. 

Governmental funds. The focus of the City's governmental funds is to provide information on 
near-tern inflows, outflows, and balances of spendable resources. Such information is useful in 
assessing the City's financing requirements. In particular, unassigned 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 September 30, 2011, the City's governmental funds reported combined ending fund 
balances of $9.9 million, an increase of $1,102,270 in comparison with the prior year. This 
increase is attributable to greater than anticipated revenues and less than anticipated expenditures 
in the fiscal year. Approximately $7 million of this amount constitutes unassigned fund balance, 
which is available for spending at the government's discretion. The remainder of fund balance is 
restricted and committed to indicate that it is not available for new spending because it has 
already bcen committed to inventories ($1,780), prepaid items ($1,579) of the prior period, 
restricted for payment of debt service (%290,642), restricted for Public Safety and Culture and 
Recreation spending of $256,826 and committed for construction in the amount of $1,587,935. 

The General Fund is the chief operating fund of the City. At September 30,201 1, the unassigned 
fund balance of the General Fund was $7,043,202, while total fund balance was $7,046,561. 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 (including transfers out). Unassigned 
fund balance represents 77.2 percent of total general fund cxpenditures (including transfers out), 
while total fund balance represents 77.3 percent of that sane amount. 

The f~lild balance of the City's General Fund increased by $804,752 during 201 I .  This increase 
was primarily due to favorable gross receipts tax, sales tax and property tax revenue which 
exceeded budget estimates. 

The Debt Service Fund has a total fund balance of $290,642. The net increase in fund balance 
during the fiscal year 2011 in this fund was $51,554. The Debt Service Fund is fuilded with 
property tax revenue at the level necessary to meet debt service requirements. The increase in 
fund balance is the result of unanticipated property tax collections in excess ofthc requirement. 
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Proprietary funds. The City's proprietary funds provide the same information found in the 
governincnt-wide financial statements, but in more detail. 

IJnrestricted net assets at the end of the year amounted to $1,928,056 for the Water and Sewer 
Fund. Net assets in the Water and Sewer Fund increased from the previous year by $3,555,636 
primarily due to issuance of $4.5 million in bonds to fund improvements to the City's water plant 
and water system improvemcnts. Unrestricted net assets at the end of the year amounted to 
$1,508,192 for the Solid Waste Fund. The net asset increase of the Solid Waste Fund was 
$179,290 and was attributable to greater than anticipated sales. Other factors concerning the 
finances of these funds have already been addressed in the discussion or the City's business-type 
activities. 

General Fund Budgetary Highlights 

Actual revenues in the General Fund exceeded budget amounts by $826,722. Property tax 
revenue accounted for $345,730, sales tax accounted for $186,033, and gross receipts tax 
accounted for $215,500 and small revenue increases in several line items accounted for the 
remainder. Expenditures as a whole were under budgeted expenditures by $369.751 mainly due 
to budgeted funds for computer system improvements that were unspent due to design delays. 

During the year there were increases of $77,576 in budgeted revenues and $340,297 in 
appropriations between the original and final amended budget. Following are the components of 
the increases: 

Amount Pumose 
State Energy Conservation 
Grant for Solar powered school 
zone signs an General d LED 
traffic 
signals 
State Homeland Security 

Rescue Team Training 

General Fund Revenues .. 

- 

$57,576 

$50,000 

Reduction in Investment 
- 

1 
Grant for Fire Department 

General Fund ~xpenditurcs 

-. 

Sufficient fund balance was available to cover all increases in appropriations. 

' 

$(30,000) 
- ! Income due to market factors 

$375,000 

$(34,703) 

Fund Balance surplus transfers to 
Capital Outlay and Equipment 
Replacement Funds 
Reduction in various expenditure 
line items 
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Capital Asset and Debt Administration 

Capital assets. The City's iilvestinent in capital assets for governmental and business-type 
activities as of September 30, 201 1, amount to $51,365,616 (net of accumulated depreciation). 
This investment in capital assets includes land, and other capital assets such as buildings, 
improveinents and equipment. 

CAPITAL ASSETS 
(net of depreciation) 

Governmental Business-Type 
Activities Activities Total 

2011 2010 2011 2010 201 1 2010 

Idand and work in process $4,323,941 $4,323;941 3,669,107 1,877,433 $7,993.048 $6,201,374 
Otliei capilal assets 18,885,744 18,793,397 24,486,824 25,398,192 43,372,568 44,191,589 

rota! $23,209,685 $23,11JL338 _1$18,155,931 $27,275,625 $51,365,616 $50,392,1163 

Additional information on the City's capital assets can be Sound in Note 1 on pages 39 and Kote 
5 on pages 44-45 olthis report. 

Long-term debt. At September 30,201 1, the City, the primary government, had $18,841,279 of 
long-term bonds and other liabilities outstanding. This amount comprises bonds baclced by the 
full faith and credit of the City. 

GENERAL OBLIGATION & REVENUE BONDS OUTSTANDING 

Bnsiness- 
Governmental Type 

Activities Activities Total 
201 1 2010 2011 2010 201 1 2010 

Certificates of obligation $20,580,000 $17,720,000 $ - $ $20,580,000 %17,720,000 

l'olal $20,580,000 $17,720,000 $ - - -- 9; - -- $20,580,000 $17,720,000 

Total long-term bonds and other liabilities outstanding at September 30, 201 1 increased by 
$2,860,000 over September 30, 2010. This increase was primarily due lo the issuance of Tax & 
Revenue Certificates of Obligation and offset by the retirement of debt. 

The City's general obligation bond rating by Standard & Poor's Corporation was affirmed at 
AA-. 

Additional information regarding the City's long-term debt can be found in Note 7 on pages 46- 
48 of this report. 
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Economic Factors and Next Year's Budgets and Rates 

Under ideal conditions. preparing the proposed budget would not require the consideration of an 
increase in taxes or fees or the reduction of service levels. In prior years, increases in assessed 
value and other revenue categories have been sufficient to fund City Council supported 
programs, including aggressive capital improvements. Although economic conditions have 
improved, Administration continues to evaluate all aspects of City services and apply the most 
effective and efficient method of program funding and service delivery. 

The City of Nederland's budget for fiscal year 2012 included increased property tax revenue due 
to a 1.6% increase in assessed valuation. 'The tax rate remained the same as the previous year at 
$.578 per $100 valuation. The City Council adjusted water, sewer and solid waste rates at the 
beginning of fiscal yeas 201 1-12 in order to offset the rising cost of providing these services. 

Requests for Information 

This financial report is designed to provide our citizens, taxpayers, customers, and investors and 
creditors with a general overview of the City's finances and to show accountability for the 
money it receives. Questions concerning any of the il~formation provided in this report or 
requests for additional financial infor~ndtion should be addressed to the City of Nederland, 
Finance Department, P.O. Box 967, Sederland, Texas, 77627. 
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CITY OF NEDERLAND EXHIBIT A 

STATEMENT OF NET ASSETS 

FOR .ruI- YEAR ENDED SEPTEMBER 30.201 I 

Primary Governmeiit Component Unit 
Economic 

Governmental Business-type Devciop~ncnt 
Actitivies Activities Total Corporation 

ASSETS 
Cash and cash equivalents 
Illvesllnents 
Receivables - net of allowances for uncollectibles: 

Taxes 
Accounts receivable 
Pcderal agencies 
Other 
loternal balances 

Due from component unit 
inventories 
I'repaids 
Restricted assets: 

Cash and cash equivalents 
lnvestrnents 

Deierred charges 
Capilili assets: 

Land, and work in process 
Buildings; property, and equipment, net 
Total Assets 

LIABI1,ITIES 
Accounts payable 
Accrued expenses and other liabilities 
Due to primary government 
Other Liabilities 
Unearned Revenue 
Liabilities payable from restricted assets 
Non-current liabilities: 

Due within one year 
Due in more than one year 
Total Liabilities 

NET ASSETS 
invested in capital assets, net of related debt 
Rearicted for: 

Debt service 
Public safety 
Culture and recreation 
Construction 

Unrestricted 
Total Net Assets 

The accoinpanying notes are an ii~tegral p a ~ t  of this fina~icial statement. 
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CITY OF NEDERLAND, TEXAS 
STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED SEPTEMBER 30,201 1 

Program Revenues 
Operating . 

Charges for Grants and 
Functions 1 Programs Expenses Services Contributions 

Governmental activities: 
General government 
Public safety 
Public worlts 
Culture and recreation 
Administrative and general 
Interest and fees on long-term debt 

Total governmental activities 9,626,264 369,820 272,166 

Business-type activities: 
Water and sewer 
Solid Waste 

Total business-type activities 

Total Primary Government 15,062,350 5,943,139 272,166 

Component IJnit: 
Nederland Economic 
Development Corporation $ (579,894) $ $ 

Property taxes, penalties and interest 
In lieu of tax contracts 
Sales tax 
Gross receipts tax 
Interest 
Other miscellaneous 

Total general revenues 
Transfers 
Total general revenues and transfers 

Change in Net Assets 

Net Assets October 1 (Beginning) 
Prior Period Adjustement 
Net Assets October 1 (Restated) 

Net assets and ending of year 

The accompa~iying notes are an integral part of this financial statement. 
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EXHIBIT B 

Net (Expense) Revcnue and 
Changes in Net Assets Component Unit 

Economic 
Govern~nental Business-type Development 

Activities Activities Total Corporation 

The accompanying notes are an integral part of this financial statement 
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CITY OF NEDERLAND, TEXAS EXHIBIT C 
BALANCE SHEET - GOVERNMENTAL FUNDS 

Other Total 
Debt Governmental Governmental 

General Service Funds Funds 

ASSETS: 

Cash and cash equivalents 
Investments 
Receivables (net of allowances 

for doubtful accounts) 
Taxes receivable 
Accounts receivable 
Other 
Due from other governmental agencies 

Due from other funds 
lnventories 
Prepaid items 

TOTAL ASSETS 

LIABILITIES AND FUND BALANCES: 

LIABILITIES: 
Accounts payable $ 91,557 $ $ 35,255 P; 126,812 
Accrued expenses and other liabilities 76,557 13,366 89,923 
Deferred revenue 210,173 125,988 336,161 
Due to other governmental agencies 45,841 45,841 
Due to other funds 2,430 2,430 
Other liabilities 202,694 202,694 

TOTAL LIABILITIES 626,822 141,784 35,255 803,861 

FUND BALANCES: 
Nonspendable 

Inventory 
Prepaid items 

Restricted Fund Balance 
Debt service 
Public safety 
Culture and recreation 

Committed Fund Balance 
Capital projects 

Unassigned Fund Balance 
Total fund balances 

TOTAL LIABILITIES AND FUND 
BALANCES $ 7,673,383 $ 432,426 $ 1,880,016 $ 9,985,825 

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



CITY OF NEDERLAND, TEXAS EXHIBIT C-I 
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO 
TIHE STATEMENT OF NET ASSETS 
SEPTEMBER 30,201 I 

Governmental fund balance as reported on the balance sheet for governmental runds. $ 9,181,964 

Capital assets used in governmental activities are not financial resources and, therefore, are not reported in the 
funds. 23,209,685 

Long-term liabilities are not due and payable in the current period and, therefore, are not reported in the funds. 

General obligation bonds payable 
Premiuix on bonds 
Compensated absences 
Other post employment benelits 
Accrued interest expense 

Recog~litio~l of deferred revenue as revenue increases net assets. 

Effect of amortizing bond premium and issuance costs on issuance of bonds 

Warrants and fines outstanding are not recorded as revenue in the governmental funds because they are not 
considered measurable and available. However, in the Statement of Net Assets, they are considered accounts 
receivable and recorded. 

Warrants and fines outstanding 

Total net assets as reported on the Statement of Net Assets for Governmental Activities 

The acco~npanying notes are an integral part of this financial statement. 
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CITY OF NEDERLAND, TEXAS EXBHIBIT D 
S1'ATI:MENT OF REVENUES, EXPENDI1'URES AND CHANGES IN FbXD BALANCES - G0VERNMI;NTAL FUNDS 
FOR THE YllAR ENDED SEPTEMBER 30,201 1 

REVENUES 
Property taxes. penalties and interest 
In lieu of lax contracts 
Sales tax 
Other tax 

Permits, licenses and fees 
Fines, forfeits and penalties 
Interest 
Grants and l'rivate contributions 
Othcr miscellaneous 

Total revenue 

EXPENDITURES: 
Current: 

General government 
Public safety 
Public works 
Culture and recreation 
Adininistrativc and general 

Capital outlay 
Debt service: 

Principal rctircment 
Interest and fiscal chnrges 
Fees and issuance costs 

Total expenditures 

EXCIXS (DEFICIENCY) 01' REVENIJES 
OVER (UNDER) EXPENDITIJRES 

Ol'IHER FINANCING SOURCES (USES) 
Bond proceeds 
Transfers in 
Transfers out 

Total other financing sources and uses 

NET CIIANGE IN FIJNII BALANCES 

FIJND BALANCES - BEGINNING 
Prior Period Adjustment 

FUND BALANCES - RESTATED 

FUND BALANCES - ENDING 

Other Total 
Debt Governmental Govern~nentnl 

General Service Funds Funds 

The accompanying notes are an integral part oi'this financial staternent. 
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CITY OF NEDERLAND, TEXAS EXHIBIT D-1 
RECONCELIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
OF GOVERNMENTAL FUNDS TO 'TIE STATEMENT OF ACTIVITIES 
FOR TI-E YEAR ENDED SEPTEMBER 30,201 1 

Net change in fund balances -total governmental funds (Exhibit D) $ 1,102,270 

Revenues in the statenient of activities that do not provide current financial resources 
are not reported as revenues in the funds. 

Prior year warrants and fines, net of allowance $ (139,656) 
Current year warrants and tines, net of allowance 129,633 

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

Capital Outlay 
Depreciation 

The issuance of long-term debt provides current financial resources to governmental funds, while 
the repayment of the principal of long-term debt consumes the current financial resources of 
governmental funds. Neither transaction, however, has any effect on net assets. Also, 
govern~nental funds report the effect of issuance costs, premiums, discounts, and similar i t e m  
when debt is first issued, whereas the amounts are deferred and amortized in the statement of 
activities. This a~nount is the net effect of these differences in the treatment of long-term debt and 
related items. 

To paying agent for bond principal 
Bond proceeds 
Pre~iiiurn on refunded bonds 

Under the modified accrual basis of accounting used in the governmental Funds, expenditures are 
not recognized for transactions that are not normally paid with expendable available financial 
resources. In the statement of activities, however, whicli is presented on the accrual basis, 
expenses and liabilities are reported regardless of when financial resources are available. In 
addition interest on long-term debt is not recognized under the modified accrual basis of 
accounting until due, rather as it accrues. The adjustment combines the net changes of several 

Capitalization and amortization of bond costs $ 40,365 

Expenses in the Statement of Activities that are not expected to be paid from current 
financial resources are not reported as expenditures in gover~iniental funds. 

Change in compensated absences balance $ 1,889 
Other post employlne~it benefits (24,060) 

Change in net assets of governmental activities (Exhibit B) 

The accompaliying notes are an integral pall of this financial statenient 



CITY OF NEDERLAND, TEXAS EXHIBIT E 
S.TATEMEN'T 01: REVENIIES; EXPIINDITURES AND CHANGES IN FUND BALANCE 
BIJIICiET AND ACTUAL - GENERAI. FUND 
FOR f l l E  YEAR ENDED SEPTEMBER 30,201 1 

Vari&t%ce with 
Budgeted Alnounts Final Budget - 

Actual Positive 
Original Final Amounts (Negative) 

REVENUES 
Property taxcs, penaltics and interest 
In Iicu of tax contracts 
Salcs tax 
Other tax 
Perinits, iiceiises and fees 
Fines 
Inlercsl 
Grants and private contributions 
Other miscellaneous 

Total revenue 

EXPENDITURES 
Currcnt: 

General government 
Public safety 
Public works 
Culture and recreation 

Administl-alive and general 

Capital Outlay 
Total expenditures 

EXCESS (DEFICIENCY) OF REVENUES 
OVER (UNDER) EXPENDITURES 

OTHER FINANCING SOURCES (IJSliS) 
Transi'ers i i i  

Trarisrers out 
Total other finalicing sources and uscs 

NET CHANGE IN FUND BALANCES 

IWND BALANCES AT BEGINNING OF YEAR 
I'rior period adjustment 

FUND BALANCES - RESTATED 

FUND BALANCE AT END OF YEAR 

The accompanying notes are ail integral part of this financial statement 
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CITY OF NEDERLAND, TEXAS EXHIBIT F 
SI'AI'EMENT OF NET ASSETS 
PKOPIIIETARY FUNDS 
SEI'TEMBER 30_ 201 1 

Business-type Activities - Enterprise Funds 

Water and 
Scwer Solid Waste Total 

ASSI.TS 
Current Assets 

Cash and cash equivalents 
Investments 

Receivables - net of allowances for uncollectibles: 
Accounts receivable 

Inventories 

Total Current Assets 

Noncurrent Asscts 
Restricted assels: 

Cash and cash equivalents 
Investments 

Deferred charges 
Total capital assets, nct of 
accumulated depreciation 

Total Noncurrent Assets 

Total Assets 

LIABILITIES 
Current Liabilities 

Accoui~ts pa>'able 
Accrucd expcnscs and other liabilities 
Due to otlicr fuiids 
Compensatcd absences 

Total Current Liabilities 

Noncurrent Liabilities 
Payable from restricted assets: 

Refundable customer deposits 
IJnclaimed deposits 

Accrued compensated absences 
Other post en~ployment bcnefits 

Total Long-tern1 Liabilities 

Total Liabilities 
NET ASSETS 

Invested in Capital Assets 
Net of restricted debt 

Restriclcd for Debt Servicc 
Restricted for Constructio~i 
Net assets -unrestricted 

Total Net Assets 

'nie accompanying notes are an integral pari of this iinancial stalemcnt. 



CITY OF NEDERLAND, TEXAS EXHIBIT G 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS - PROPRLETARY FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30,201 1 

Business-type Activities - Enterprise Funds 

Water and Solid 
Sewer Waste Total 

Operatmg Revenues 
Waler sales 
Sewer charges 
Tap and 11ne maintenance fees 
Garbage plckup 
Penalt~es and other 

Total Operaling Revenues 

Operating Expenses 
Water treatment 
Watcr and wastewater distribution 
Wastewater treatment 
Billing/colIections 
Solid waste 
Depreciation and amortization 

Total Operating Expenses 

Operating Income (Loss) 

Nonoperating Revenues (Expenses) 
lilterest revellue 
Miscellaneous 

Total Nonoperating Revenues (Expenses) 

Income (Loss) Before Capital Contributions 
and Transfers 

Transfers from Other Fund 
Transfers to Other Fund 

Change in Net Assets 

Total Net Assets - Beginning 

Total Net Assets at End of Year 

The accompanyiilg notes are an integral part of this financial statement. 
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CITY OF NEI>I:RI.ANr)_ TEXAS EXHIBIT H 
STATEMENT OF CASFf FLOWS - PROPRIBI'AIIY FUNDS 
I'OR TiIE YEAII IiNIIED SEPTEMBER 30,201 1 

Business-type Acliviiies - Enterprise Funds 
Water and Solid 

Sewcr Waste Total 

CASH FLOWS FROM OI'ERATING ACTIVITIES 
Receipts from customers 
l'ayrnents foi goods and sorvices 
Payments to I~il,ployees 

Ncl cash provided (uscd) by operating activities 

CASH FLOWS FROM NONCAPITAL FINANCTNG ACTIVITIES 
Transfcl-s from other funds 
Transfers to other funds 

Nct Cash provided by noticapital financing activities 

CAS1l FLOWS FROM (XPITAL AND RELATED FINANCING ACTIVITIES 
Acquisllioil ufcapilal assets 

Nct cash pmvided (used) by linancing acliviiics 

CASH FLOWS FROM WVESTWG ACTIVITIES 
Illlcrest incollie 
Investing activilics 
Other 

Nct casli provided (used) by investing activities 

NET INCREASE (I2EC'REASE) IN CASII AND CASli CQUIVA1,CNTS 3.772.030 228,571 4,000,601 

CASH AND CASII CQ1JlVALLNIS OC1 OBtR  I 2 935,429 859,122 3,794,55 1 

CASH AND CASH IQUIVALENTS SEPTEMBER 30 $ 6,707,459 $ 1,087,693 $ 7,795,152 

CASH AND CASl I EQUIVALENTS, OCTOBER I, 
CONSIST OF 

Unrestricted cash and Cash Eqaivalents 
Rcstnmcd cash 

CASH AND CASH EQUIVALI<WTS, SEI'TEMBER 30, 
CONSIST OF 

Unresuictcd cash and Cash Equivalents 
Reslncted cash 

Reca~iciliatio~~ of operating income (loss) lo nct cash 
providcd (used) by operating activities: 

Operating incorne (loss) 
Adjustl~ients to reconcile operating incomc lo net cash 
provided (used) by operating activilies: 

Depicci;$tion 
(Increase) dccreasc in accounls receivable 
(Iiicicasc) decrease in inveiitorics 
l~~cieilss (dccrease) io payables 
111crease (decrease) in accrued liabilities 
Increase (decrease) in interfund payables 
I~icrcasc (decrease) in compensated absences atid OPED 
1ncrc;se (decrease) ia cuslomer deposits 

The accompanying nates are sn integral part ofthis finaiicial statemml. 



CITY OF NhDEKI,AND, TFXAS 
NOTES 7 0  FINANCIAL 5 TA TEMENTS 
SEPTEMBER 30,201 1 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 

The financial statements of tlie City of Nederland, Texas (the "City") have been prepared in conformity with 
generally accepted accounting principles (GAAP) as applied to governmental units. The Gove~nmental 
Accounting Slandards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The following represeiits the significant accounting policies 
used by t l~e  City. 

A. Reporting Entity 

The City oSNederland, Texas was incorporated in 1940. and was chartered as a Home Rule City in March, 
1955. The City operates under a council-manager form of government and provides the following services 
as authorized by its charter: Public Safety-I'olice and Fire, Streets, Water and Sewer, Sanitation; Culture- 
Recreation, Public Improvements, and General Administrative Services. 

As required by generally accepted accounting principles, the financial statements present the City of 
Nederl211id, Tcxas and its component unit. The discretely presented component unit is repofied in a separate 
column of tlie financial statement after a total column for the primary government, to emphasize that it is 
legally separate from the primary government. 

B. Discretely Presented Colnponent Unit 

The Nederland Economic Development Corporation (NEDC) was created under Section 48  of the 
Development Corporation Act of 1979, Texas Revised Civil Statutes Annotated A~ticle 5 190.6, as amended. 
The NEDC is governed by a board of directors appointed by the City Council. The NEDC is organized 
exclusively for tlie purpose of benefiting and accomplishing p~lblic purposes of the City of Nederland, Texas 
by promoting, assisting, and enhancing economic and community development activities for the City. 

The NEDC is finided by one-quarter of one percent City sales and use tax. The City perfortiis all accounting 
functions for the NEDC. The City tax provided to the Corporation during the year ended September 30, 
201 1 totaled $607,206. Tlie discretely presented coniponent unit is reported in a separate colulnn in the 
government-wide financial statements to empllasize tl~at it is legally separate from the government. The 
notes to the financial statements include disclosurcs pertaining to the City as the primary goven~rnent and 
also the EDC as a cornpollent unit. Separately issued financial statements for tlie EDC are not available. 

C. Related Organizations 

The City's elected officials are also responsible for appointing the members of the various boards and 
commissions established by City Charter andior state statutes hut the City's accountability for these boards 
and co~nmissions does not extend beyond making the appointments. 'he City Council appoints board 
niembers of the followi~ig: Nederland Economic Developnient Corporation, Zoning Board of Appeals, 
Planning and Zoning Commission, Construction Board of Adjustments and Appeals, and the Civil Service 
Commission. Positions on these boards are appointed in certain instances in entirety, partially, or with City 
Council members. 



CITY OF NEDERLAND, TEXAS 
N O T E S  TO FlNANCIAL S T A T E M E N T S  
S E P T E M B E R  30,201 1 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

D. Joint Venture 

Mid-County Dispatch 

The City of Nederland and two neighboring cities, Groves atid Port Ncches, have a coiitractual agreement to 
pool resources and share the costs, risks, and rewards of providing a celitral radio dispatchitlg service for the 
participating cities in compliance with the "Interlocal Cooperation Act". Each of the participating cities has 
ail ongoing financial interest in, and responsibility Sor the Mid-County Dispatch. Funds shall be provided 
hjl each City based on their population. Based on the agreement, there is no explicit, ~neasi~rable equity 
interest for any of entities in the joint ventures resources. During the year ended September 30, 2011 the 
City contributed $320,864 to tlie joint veliture. Fund balance ofthe joint venture at September 30,201 1 was 
$269.338. Separately issued financial staternents are not available for this joint venture. 

E. Government-wide and Fund Financial Statements 

The government-wide financial statements (i.e., tlie Statement of Net Assets and thc Statement of Chailges 
in Net Assets) report information on all of the nouftducky activities of the primary government and its 
coinpollent unit. For the most part, the effect of interluild activity has been removed from these statements. 
Governn?enlal activitits, which tionnally are supported by taxes and intergoveriimental revenues, are 
reportcd separately from business-rype activilies, which rely to a significa~lt extent on fees and charges for 
support. Likewise, tlic prinzary governmen1 is reported separately froin cei.tain legally separate cowzponent 
urzils for which the priinaiy goveriiment is financially accountable. 

The statement of activities demonstrates the degree to which the direct expenses of a given structure or 
segment. are offset by program revenues. Dirccl expenses are those that are clearly identifiable with a 
specific function or segment. Prograni revenues include 1) charges to customers or applica~its who 
purchase, use, or directly benefit fiom goods, services, or privilcgcs provided by a given function or 
segment: and 2) grants and contributions that are restricted to meeting the operatiorial or capital 
requirernents of a particular function or segment. Taxes and other items not properly included among 
program revenues are reported instead as general revenues. 

Separate financial statements are provided for governmental funds and proprietary funds, and fiduciary 
funds, even though the latter are excluded Froin the goverinnent-wide financial statements. Major individual 
goveriimeutal funds and inajor individual enterprise funds are reportcd as separate coiurnns in the fund 
financial statements. 

I?. Measurement Focus, Basis of Accounting and Financial Statement Presentation 

The government-wide, proprietary, and fiduciary fund financial state~nents are reported usiiig the economic 
resources mcaszrrement focus and the accvual bcrsis of accounting. Revein~es are recorded when ea~ned and 
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property 
taxes are recog~~ized as revenues in the year for which they are levied. Granls and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met. 

Governmental fund financial statements are reported using the currenl,financial resources measurement 
focus and the modified accrual basis o f  uccountilzg Under the modified accrual basis of accounting, 
revenues are recognized when susceptible to accrual: i.e., both measurable and available to finance 
expenditures of the fiscal period. Reve~iues are cotlsidered available when they are collectible within the 



CITY OF NEDERLAND, TEXAS 
NOTES T O  FINANCIAL STATEMENTS 
SEPTEMBER 30,2011 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES. Continued 

F. Measurement Focus, Basis of Accounting and Financial Statement Presentation, Continued 

current period or soon enough thereafter to be pay liabilities of the current period. For this purpose, the 
government co~~siders revenues available if they arc collected within 60 days of the end of the current fiscal 
period. Expeiiditures gc~ierally are recorded when a liability is incurred, as under accrual accounting. 
However, debt service expenditures, as well as expeiiditures related to compensated absences, claims aiid 
judgments, are recorded only when the payment IS due 

Propeity taxes, fsancliise taxes, sales taxes, industrial payments, 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 tiscal period. All other revenue items are co~isidered to be measurable and available only when cash 
is received by the City. 

The City reports the following major governmental funds: 

The general firid is the goverr~ment's priinaiy operating fund. It accounts for all financial resources 
of the general government, except those required to be accouiited for in aiiother fund. 

The deht sevvice fund accounts for the resources accumulated and payments made for principal and 
interest on long-ten11 general obligation deht of govenlrne~ltal funds. 

The City reports the followirlg major proprietary funds: 

The water and sewer,fund accounts for the activities of the water and sewer utility of tlie City. This 
fund operates tlie water treatment and distribution functions, along with the wastewater collection 
and treatment and the related reve~iue collection activity. 

The so11d waste fund accounts for the City's operation of garbage collection and green waste 
disposal services. 

Additionally, the City reports the following fund types: 

The special leevenue funds account for the proceeds of specific revenue sources that are legally 
restricted to expe~iditi~re for specified purposes. 

The capital projects fund accounts for the purchase of capital assets, includiilg infsastructure 
acquisitions and construction from general government resources. 

Private-sector standards of accounting and financial reporting issued prior to Decelnber 1, 1989, generally 
are followed in both the government-wide and proprietary fund finailcia1 statements to the extent that those 
staiidards do not conflict with or coi~tradict guidance of the Governmental Accounting Standards Board. 
Governine~its also have tlie option of following the subsequent private-sector guida~lce for their business- 
like activities and enterprise funds, subject to this same limitation. The City has elected not to follow 
subsequent private-sector guidaiicc. 



CITY OF NEDERLAND, TEXAS 
NO I LS TO FINANCIAL STATEMENTS 
Stl'TEMBkR 30,201 1 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

As a gcneral rule, the effect of interfund activity has been eliminated from the government-wide financial 
statements. However, interfund services provided and used are 1101 eliminated in the process of 
consolidation. 

A~nounts reported as program revellues include I) charges to custolners or applicants for goods, services, or 
privileges provided, 2) operating grants and contributions, a~id 3) capital grants and contributions. Internally 
dedicated resources are reported as general revenue rather than as program revenue. Likewise, general 
revenue i~lcludes all taxes. 

Proprietary funds distiilguish operating revenue and expense from non-operating 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 revenue of the water fund, 
of the solid waste fund are charges to custorners for sales and services. Operating expenses for enterprise 
funds include the cost of sales and services, administrative expenses, and depreciation on capital assets. All 
revenues atid expenses not meeting this definition are repolled as non-operating revenue and expenses. 

G. Budgetary Data 

The following procedures are utilized in establishing the budgetary data reflected ill the basic financial 
statements: 

a. Prior to July 15, the City Manager submits to the City Council a proposed operating budget for the 
fiscal year com~nenci~ig tlie following October 1 (except the capital projects funds, which adopt project 
length budgets). The operating budget includes proposed expeiiditures and the means of financing 
them. Funds with legally adopted a~inual budgets are listed as follows: General ft~nd, Police Narcotics 
fund, Libraly fund, Court Technology fund, HotelIMotel Occupancy Tax fund, Fire Department rund, 
Capital Improvement f~~t id ,  Debt Service fund, Water and Sewer fund, and Solid Waste fund. 

b. Public hearings are conducted, afier proper official journal notification, to obtain taxpayer comments. 
The public hearing on the budget shall be held prior to August 15. 

c. Prior to August 31, the budget is lcgally enacted through passage of an ordinance 

d. The City Manager is authorized to transfer budgeted amounts between depa~lmeiits within any fund; 
however, any revisions that alter tlie total expenditures of any fund tnust be approved by the City 
Council. 

e. Budget appropriations lapsc at year-end and are re-established in the succeeding year 

f. Budgets for the governmental funds are adopted on a basis consistent with generally accepted 
accounting principles (GAAP). 

H. Encumbrance Accounting 

Encumbrances for goods or purchased services are documented by purchase orders or contracts. Under 
Texas law, appropriations lapse at September 30, and encumbrances outstanding at that time are to be either 
canceled or appropriately provided for in the subseque~it year's budget. 



CITY OF NEDERLAND, TEXAS 
NOTES TO FINANCIAL STATEMENTS 
SEPTEMBER 30,201 1 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

I. Cash and Investments 

Cash iiicludes alnoulits in demand and time deposit accounts. Investments are reported at fair value. Short- 
term investments, such as cerlificates of deposit and debt securities with a maturity date of less than one 
year. are reported at cost, which approximates fair value. Securities traded on a national or international 
exchange, if any_ are valued at the last reported sales price or current exchange rates. 

For the purposes of the statemelit of cash flows_ highly liquid investments are considered to be cash 
equivalents if they have a maturity of three months or less when purchased. ALL ce~tificates of deposits and 
investments in other securities and instruments are considered to be investments. 

Investments 

State statutes authorize the city to invest in obligations of tlie U.S. Treasury, the State of Texas, those 
unconditionally guaranteed by the United States of America or the State of Texas, agencies thereof. 
Counties, Cities, and other political subdivisions of any state having been rated as investment quality by a 
nationally recog~lized investment rating firm, and having received a rating of not less than "A" or its 
eqoivalent, as well as Certificates of Deposit, fully collateralized direct repurchase agreements purchased 
through a primary government securities dealer or a ba~illlc domiciled in Texas and joint pools of political 
subdivisions in the State of Texas, such as TexPool which is described in more detail below. 

The Public Funds Investment Act ("Act") requires an annual audit of investment practices. Audit 
procedures in this area conducted as a part of the audit of the basic financial statements disclosed that in 
the areas of investment practices, management reports and establishn~ent of appropriate policies. the city 
adhered to the requirements of the Act. Additionally. investtlle~it practices of the City were in accordance 
with local policies. 

GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for Exter~ial 
Investment Pools states that governmental entities should make ce~tain disclosures concerning their 
investments, includirig disclosures about any investments in local government investment pools. 

Specifically, the statement directs a govern~nent;tl entity to disclose "for ally investinellt in an exter~ial 
invest~licnt pool that are not SEC-registered, a brief description of any regulatory oversight for the pool 
and whether the fair-value of the position in the pool is the same value as the value of the pool shares". 
To facilitate compliance with this disclosure requirement, the following dcscriptio~i of TexPool is 
provided. 

The City invests in TexPool, which is a public funds investment pool. The pool was organized in 
conformity with the Interlocal Cooperati011 Act and the Public Funds I~lvestme~it Act of the Texas 
Gover~i~nent Code. The Colnptroller of I'ublic Accorilits ~naintains oversight of the services provided to 
TexPool by Chase Bank of Texas, N.A. and First Southwest Asset Management, Inc.? with additional 
oversight by the TexPool Advisory Board. 

Public funds investment pools ("I'ools") in Texas are established under the authority of the Interlocal 
Cooperation Act, Chapter 79 of the Texas Government Code, and are subject to the provisio~is of the 
Public Funds Investment Act (the Act), Chapter 2256 of the Texas Gover~i~nent Code. In addition to 
other provisions of the Act designed to promote liquidity and safety of principal, tlie Act requires Pools 
to: 1) have an advisory board composed of pa~?icipants in the pool and other persons who do not have a 
business relatio~~sliip with the pool and are qualified lo advise the pool; 2 )  maintain a continuous rating of 



CITY OF NEDERLAND, TEXAS 
NOTES TO FINANCIAI. STAl EMENTS 
StPTEMBER 30.201 1 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

I. Cash and Investments, Continued 

Investments, Continued 

no lower than AAA or AAAm or an equivalent rating by at least on nationally recognized rating service; 
aiid 3) maiiitain the market value of its underlying investment portfolio within on half of one percent of 
tlie value of its shares. 

The City's investment i n  'TexPool operates in a manlier consistent witli the Securities and Exchange 
Commission's (SEC) Rule 2a7 of the Investment Comparly Act of 1940. A 2a7-like pool is one which is 
not registered with the SEC as all i~ivestrnent company, hut nevertheless has a policy that it will, a~id does, 
operate in a lnanlier consistent with the SEC's Rule 2a7 of the Investment Company Act of 1940. 

J. Property Taxes Receivable 

Property appraisal within the Cit)) is the responsibility of the Jefferso~i County Appraisal District (Appraisal 
District). The Appraisal District is required under the Property Tax Code to appraise all property within tlie 
County on the basis of 100% of its market value. The value of real property within the Appraisal District 
must be reviewed every five years; however, the City may, at its own expense, require annual reviews of 
appraised values. The City may challenge appraised values established by the Appraisal District through 
various appeals and legal action. Under the Property Tax Code legislation, the City establishes tax rates for 
property within the City's corporate limits. However, if the new tax rate exceeds the effective tax rate after 
certain ad.justme~its for the previous year by more than eiglit percent (a%), qualified voters of the City may 
petition for an election to detennine whether to limit the tax rate to no Inore than eight percent (8%) above 
the effective tax rate. 

The City's property taxes are levied annually in October on the basis of the Appraisal District's assessed 
values as of January 1 of that cale~idar year. Taxes are applicable to the fiscal year in which they are levied. 
They become delinquerrt, with an enforceable lie11 on property, on F e b n ~ a ~ y  I of the subsequent calendar 
year. 'The City has contracted wit11 the Jefferson Cou~ity Tax Assessor-Collector to bill and collect its taxes. 

In the governmental fund fillancia1 statements, property taxes that are measurable and available (receivable 
within the current period and collected within the currelit period or within 60 days thereafter to be used to 
pay liabilities of the current period) are recog~iized as revenue in the year of levy. Propelly taxes that are 
measurable, but not available, are recorded, net of estimated uncollectible amounts, as deferred revenues in 
the year of levy. Such deferred revenues are recognized as revenue in the fiscal year in wliicli they become 
available. 

K. Receivables 

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portiotl 
that is expected to be uncollectible. Estimated revenues from the Water and Sewer fuud are recognized at 
the end of each fiscal year on a pro rata basis. The estimated amount is based on billings during the month 
following the close of the fiscal year. 
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

L. Short-Term Interfund Receivables and Payables 

During the course of operations, numerous transactiolls occur between individual funds for goods 
provided or services rendered. These reccivahles and payables are classified as "due tolfrom other funds" 
on the balance sheet. 

M. Inventories and Prepaid Items 

Inventories are valued at cost using the first inlfirst out (FIFO) method. The costs of governmental fund- 
type inventories are recorded as expenditures when consu~ned rather that1 when purchased. The reserve for 
the inventoty is equal to the amount of inventory to indicate that a portion of the fund balance is not 
available for futi~re expenditt~re. Inventories in the Enterprise Fund consist of repair materials, spare parls 
and water meters, and water treatment and wastewater treatment chemicals. Certain payments to vendors 
reflect costs applicable to future accounting periods and are recorded as prepaid items. 

N. Restricted Assets 

Certain proceeds of general obligation a id  revenue bonds, as well as certain resources set aside for their 
repayment, are classified as restricted assets on the balance sheet because their use is limited by applicable 
bond covenants. Restricted assets also include interest accrued on unexpended bond proceeds and cash 
received for customer utility deposits. 

0 .  Capital Assets 

Capital assets which include property, plant, cquipmcnt and infrastn~cture assets (e.g. streets and 
waterlines, sidewalks and similar items) are reported in the applicable governniental or business-type 
activities colu~nns in the government-wide financial statements. Capital assets are defined by the 
government as assets with an initial, individual cost of $5,000 or more and an estimated useful life in 
excess of one year. Such assets are recorded at liistorical cost or estimated historical cost if purchased or 
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation. 
The City reports major general infrastructure for assets acquired beginning in 1980. 

Thc costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets lives are not capitalized. When assets are retired or otherwise disposed of, tile related costs or other 
recorded acnounts are removed. 

Property, plant and equipment of the City are depreciated using the straight-line method over the 
following estimated useful lives. 

Assets Yfars 
Buildings 20 - 25 
Improvements other than buildings 5 - 20 
Equipment 5 - 7  
Infrastructure 20 - 50 
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

P. Long-term Obligations 

In the government-wide financial statements and proprietary fund types in the fund financial statements, 
long-terin debt and other long-term obligations are reported as liabilities in the applicable governmental 
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 tlie straight line method. 
Bonds payable are reported net of the applicable bond premium or discount. Bond issua~ice costs are 
reported as deferred charges and amortized over the term of the related debt. 

In tlie fund financial statements, governmental fund types recognize bond prenliulns and discounts, as 
well as bond issuance costs, during the current period. The face amouiit 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 repolled as other financing uses. Issuance costs, whether or not 
withheld from the actual debt proceeds received, are repofled as debt service expenditures. 

Q. Fund Equity 

Beginning with fiscal year 2011, the City of Nederland, 'Texas implemented GASR Statement No. 54 
"Fund Bidlance Reporting and Governmental Fund Type Definitions." This Statement provides more 
clearly defined Fund balance categories to make the nature and extent of the constraints placed on a 
government's fnnd balances more transparent. The followiilg classifications describe the relative 
strength of the spending cotistraints: 

Nan-spendable Fund Bala~ice - includcs the portion of net resources that cannot be spent because of 
their form or because they must remain in-tact. As such, the inventory and prepaid items have been 
properly classified in the Governmental Funds Balance Sheet. 

Restricted Fund Balance - includcs the pollion of net resources on which limitations are imposed by 
creditors. grantors; contributors, or by laws or regulations of other governments (i.e. externally imposed 
limitations). Amounts can be spent only for the specific purposes stipulated by exterlial resource 
providers or as allowed by law through constitutional provisions or enabling legislation. Examples 
include grant awards and bond proceeds. 

Colnlnitted Fund Balance - includes the portion of net resources up011 which the City Council has 
imposed limitations on use. Amou~its that can be used only for the specific purposes determined by a 
formal action of the City Council, co~nn~itinents may be changed or lifted only by the Cou~icil takiug the 
same formal action that originally imposed the constraint. The formal action must be approved before the 
end of the fiscal year in which the coln~uitment will be reflected on the financial statements. The amount 
subject to the constraint may be determined in the subsequent period (i.e. the Council may approve the 
calculation or formula for determining the amount to be committed). 

Assigned Fulid Balance- includes 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. The City 
Council authorizes the City Ma~~ager  as the City Official responsible for the assignment of fund balance 
to a specific purpose. 

Unassigned fund balance - includes the amounts in the general fund in excess of what can properly be 
classified in one of the other four categories of fund balance. It is the residual classificatiol1 of the general 
fund can iiicludes all amounts not contained in other classificatioils. 
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

Beginning fu11d balances for the City's governnlental funds have been restated to reflect the above 
classifications. 

Order of Expenditure of Funds - When multiple categories of fund balance are available for expenditure 
(for example, a construction project is being funded partly by a grant, funds set aside by the City Council, 
and unassigned fund balance), the City will first spend the most restricted fu~ids before moving down to 
the next most restrictive category with available funds. 

Miniminn Unassigned Fund Balance - The City's goal is to achieve and maintain an unassigned fund 
balance in tlie general fund equal to 50% of expenditures. The City considers a balance of less than 25% 
to be cause for concern, barring unusual or deliberate circumstances. I11 the event that the unassigned fund 
balance is calculated to be less than the policy stipulates, the City shall plan to adjust budget resources in 
subsequent liscal years to restore thc balance. 

Replenishment of Miniminn Fund Balance Reserves - If unassigned fund balance unintentionally falls 
below 25% or if it is anticipated that at the completion of any fiscal year the projected unassigned fund 
balance will be less than the miiiitnum requirement, the City Manager shall prepare and submit a plan to 
restore the ~iiinirnum reqnired level as soon as econolnic conditions allow. The plan shall detail the steps 
necessary for the replenishment of fund balance as well as an estimated tilneline for achieving such. 
These steps may include, but are not lilnitcd to, identifying new, nonrecurring, or alternative sources of 
revenue; increasing existing revenues, charges andlor fees; use of year end surpluses; andlor enacting cost 
saving measures such as holding capital purchases, reducing departmental operating budgets, freezing 
vacant positions, andlor reducing the workforce. The replenishment of fund balance to the niinilnum level 
shall be accomplished within a three-year period. If restoration of tlie reserve cannot be accomplished 
within such a period without severe hardship to tlie City, then the Council shall establish an extended time 
line for attaining the rninimuln balance. 

Appropriation of Unassigned Fund Balance - Appropriation from the minimum unassigned fund balance 
shall require the approval of the Council and shall be utilized only for one-time expenditures, such as 
capital purcliases, and not for ongoing expenditures unless a viable revenue plan designed to sustain the 
expenditure is simultaneously adopted. The Council may appropriate unassigned fund balances for 
emergency purposes, as deemed necessary, even if such use decreases the fund balance below the 
established minimum. 

R. Compensated absences 

The City's ernpioyees eani vacation and sick leave, all of which may either be taken or accumulated, up to 
certain amounts, until paid upon voluntary termination or retirement. A liability for these amounts is 
repolled in governmental funds o~ily if they have matured, for example, as a result of employee resignations 
and retirements. All vacation pay is accrued when incurred in the government-wide and proprietary fund 
financial statements. 

S. Interfund Transactions 

Interfund transactions that would be treated as revenues, expenditures, or expenses if they involved 
organizations external to the city are accounted for as revenues, expenditures, or expenses in the funds 
involved. Transactions which constitute rei~ilbursernents of a fund for expenditures or expenses initially 
made from it which are properly applicable to another fund are recorded as expenditures or expenses (as 
appropriate) in the reimbursing fund and as reductions of expenditures or expenses in the fund that is 
reimbursed. These transfers are reported in the "Other Financing Sources (Uses)" section in the Statement 

41 
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

S. Interfund Transactions, Continued 

of Revenues, Expenditures, and Changes in Fund Balances (governmental funds) and in tlie "Transfers" 
section in the Statement of Revenues, Expenses, and Changes in Fund Net Assets (proprietary fund). 

T. Grants from Other Governmental Agencies 

Federal and State governmental agencies represent an important source of supplementary funding to finance 
activities beneficial to the community. These funds, primarily in the forill of grants, are recorded in tlie 
General, Special Revenue and Enterprise Funds. A grant receivable is recorded when the City has a 
right to reirnbursernent under the related grant. The grants normally specify tlie purpose for which the funds 
may be used and are subject to audit by the granting agency or its representative. 

U. Date of Management's Review 

In preparing tlie financial statements. the City lias eval~rated events and transactions for potential recognition 
for disclosure tlvough March 26,2012, the date that the financial statements were available to be issued. 

NOTE 2: RECONCILIATION OF GOVERNMENT-WIDE FINANCIAL STATEMENTS 

When governmental activities report debt that financed the acquisition of capital assets that business-type 
activities report, that debt is not considered to be capital-related debt of the govem~neiital activities. Such 
debt should not be part of the calculatio~i of net assets invested in capital assets, net of related debt within 
that reporting unit. However; when the total reporting entity is presented as the reporting unit, the debt is 
related to the capital assets within that reporting unit. Thus reconciliation is necessav as follows: 

Governmental Business-type 
Activities Act~vities Reclassifications Total 

Invested in capital assets, 
net of related debt 23,209,685 $ 28,155,931 $ (20,580,000) $ 30,785,616 

Restricted for: 
Debt Service 290,641 143,915 434,556 
Public Safety 182,002 182,002 
Culture and Recreation 74,824 74.824 
Capital Projects 1,587,935 5,115,486 6,703.42 1 
Unrestricted (13,647,652) 3,436,248 20,580,000 10,368,596 
Total Net Assets $ 11,697,435 $ 36,851,580 $ $ 48,549,015 

NOTE 3: CASH AND INVESTMENTS 

Cash Deposits 

At year-end, the City's carrying amount of deposits (including NEDC) was $14,607,704 and the bank 
balance was $15,210,683. Of the bank balance, 250,000 was covered by federal depository insurance. 
The remaining bank balance was collateralized by securities held by the City or by the City's agent in 
naliie of the City. 
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NOTE 3: CASH AND INVESTMENTS, Continued 

As of September 30, 201 1, the City of Nederland (including NEDC) had the following investments: 

Investment T m  Fair Valoe Maturity 
TexPool $6,007,438 NIA 
Certificates of Deposit 507,177 6 months - I Year 

Investmen1 rate risk: 111 accordance with the illvestment policy, the city manages exposure to declines io fair 
value by avoiding an over-concentration of assets it1 specific instn~ments other than U.S. Treasury Securities 
and Insured or Collateralized Certificates of Deposits. 

Credit nsk. It is the policy of the City to litnit its investment in co~nmercial paper and corporate bonds to 
those having received a top rating of " A  or its equivalent rrom a nationally recog~iized investment rating 
finn. Standard & Poor's rated TexPool AAA as of September 30, 201 I .  

Concentration of credit risk The City's illvestment policy does not allow for an investment in TexPool that 
is in excess of sixty percent of the City's total investments and demand deposits. 

Custodiul credil risk. In the case of deposits, this is the risk that in the event of a bank failure, the City's 
deposits may not be returned to it. Both the City and the NEDC, a discretely presented conlponent unit, 
require that all deposits and investments he secured by pledged collateral. In order to anticipate market 
changes and provide a level of security for all funds, the collateralization level is required to he 100% of the 
market value of the principal and interest, less an arnotint insured by the FDIC or FSLIC. Additionally, the 
collateral pledged shall he held by the Federal Reserve Bank or air illstitution not affiliated with the firm 
pledging the collateral. 

NOTE 4: RECEIVABLES 

Receivables as of September 30, 201 I for the City are as follows: 

Geueral Debt Othe~ 

Taxes 
Accounts 
Other 

Fund Service Funds ToVal 
$ 526.509 $ 166,769 $ - $ 693,278 

Due From Other Gover~~ments 267,258 33,883 301,141 
Gross Receivables 991.443 168,690 71.292 1.23 1,425 
Less: Allowatlce for 
U~lcollectibles (42.7 14) (28,35 1) (71,065) 
Net Total Receivables $ 948,729 $ 140,339 $ 71.292 $ 1,160,360 

Accounts receivable utility service charges are recognized when earlied with no allowance for 
uncollectible amounts since custolner deposits are held against uiicollectible amounts. An estimated 
amount has been recorded for services rendered hut not yet billed at the close of the years involved. 

Govern~nental 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, hut not yet earned. 
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NOTE 4: RECEIVABLES, Continued 

At the end of the current fiscal year, the various components of  deferred revenue and unearned revelltie 
reported in the governmental runds were as follows: 

Delii~qlient Property Taxes Receivable (General Fund) $ 187,227 
Delinquent Property Taxes Receivable (Debt Servrce Fund) 325,988 
Other Unearned Revenue 22,946 
Total DeferredRevenue for Goverrrmental Funds $ 336.161 

NOTE 5: CAPITAL ASSETS 

Capital asset activity for the governmental activities for the year ended September 30, 201 1 was as follows: 

(iovernmeiital Activities Beginning Current Year Biding 
Balance Il~creases Decreases Balance 

Capital Assets, Not Being Depreciated: 
Land $ 4,323,941 $ - $ - $ 4,323,941 

Total Capital Assets, Not Being 
Depreciated 4,323,941 4,323,941 

Capital Assets, Being Depreciated: 
Buildings 6,533,892 10,440 6,544,332 
Machinery & Equipment 4,171,032 232.893 (34,571) 4,369,354 
Infiastructure 26,622,666 894.966 27,517,632 

1 otal Capital Assets, Be~lig . 
Depreciated: 37,327,590 1,138,299 (34,571) 38,431.318 

Less Accumulated Depreciation: 
Buildings (5,186,224) (135,586) (5,321.810) 
Machinely & Equipment (2,876,308) (247,276) 34,571 (3,089.013) 
Infrastructure (10,4711661) (663,090) (1 1,134.751) 
Total Accun~ulated Depreciation (18,534.193) (1,045,952) 34,571 (19,545.574) 

Total Capital Assets, Being 
Depreciated. Net 18,793,397 92,347 18,885,744 

Governmental Activities Capital Assets, 
Net $ 23,117,338 $ 92,347 $ - $ 23,209,685 

Depreciation expense of the governmental activities was charged to functionslprograms as follows: 

General Government 
Public Safety 
Public Works 
Culture & Recreation 149,665 

Total Depreciation Expense - Governmental Activities $ 1,045,952 
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NOTE 5 :  CAPITAL ASSETS. Continued 

Business-type Activities Beginning Current Year Ending 

Balance Increases Decreases Balance 
Capital Assets, Not Being 
Depreciated: 
Construction in Progress $ 1,877,433 $2,078,445 $ (286,772) $ 3,669.106 

Total Capital Assets, Not Being 
Depreciated: 1.877.433 2,078,445 (286,772) 3,669, I06 

Capital A~sets, Being Depreciated: 
Buildings 
Improve~nents other than Buildings 
Machinery & Equipment 

'l'otal Capital Assets, Being 
Depreciated: 

Less Acctimulated Depreciation: 
Buildings 
I~nprovcmenis other than Buildings 
Machinery & Equipment 
Total Accumulatcd Depreciation 

Total Capital Assets, Being 
Depreciated, Net 25,398,192 (91 1,367) 24,486,825 

Business-type Activities Capital 
Assets. Net $27,275,625 $1 ,I 67,078 $ (286,772) $28,155,931 

Construction Commitments 
The primary governmental has active construction projects as of September 30, 201 1. At year end, the City's 
major cornmitinents with contractors are as follows: 

Contract Spent thru Remainink 
Amount 9130120 1 1 Commitment 

Wastewater Collection Systein $3,822,139 $ 3,243,522 $ 578,617 

NOTE 6:  INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS 

The colnposition of interfund balances as of September 30,201 1, is as follows: 

Receivable Fund Payable Fund Alnount 
General Debt Service $ 2,430 
General Econoln~c Develop~nent 12 
Debt Service Water and Sewer 2,430 

$ 4,872 
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NOTE 6: INTERFUND RECEIVABLES, PAYABLES AND TRANSFEIIS, Continued 

The outstanding balances between funds resulted mainly from a time lag between the dates (I)  interfund 
goods and services are provided or reimbursable expeuditures occur, (2) transactions are recorded in the 
accou~iting system, and (3) payments between funds are made. 

Certain transfers occur among funds to allocate appropriate costs related to the operations ofthe funds as 
follows: 

Transfers in 

Capital Water & Debt 
General l~nprovement Sewer Service Total 

Transfers out 
Gerieral Fund $ - $ 375,000 $ $ - $ 375,000 
Capital lmprove~nents 50,000 4,436,708 4,486,708 

Water & Sewer 280,000 404,018 684,018 
Solid Waste 135.000 135,000 
Total $465.000 $ 375,000 $4,436,708 $404,018 $5,680,726 

Transfers are used to (1) move reveliues from the fund with collection authorization to the Debt Service 
Fund as debt service principal and interest payments become due; (2) move unrestricted water and sewer 
revenues arid solid waste reve~iues to finance various programs that the government must account for in 
other funds in accordance with budgeta~y authorizations, including amounts provided as subsidies 01. 

~natching funds for various grant programs; (3) to move bond proceeds into the appropriate capital 
projects fund; and (4) transfer capital assets between deparhnents. 

NOTE 7: LONG TERM DEBT 

The City issues general obligation bonds and certificates of obligation to provide funds for the acquisitio~i 
and co~~structio~i of major capital facilities. General obligation bonds and certificates of obligation are 
direct obligations and pledge the full faith and credit of the government. 

General obligation bonds payable at September 30, 201 1, are su~ninarized as follows: 

Date of Origi~ial Final Annual Outstanding 
Issue Issue Maturity Installments % Rate Balance 
2002 6,805:000 2020 $85,000 to $655,000 3.00% - 5.00% 2,905,000 
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NOTE 7 :  LONG TERM DEBT, Continued 

Component Unit Sales Tax Revenue Bonds funded from sales tax revenue in the Nederlar~d Eco~lornic 
Dcveloprnent Corporation are payable at Septcmber 30,201 1: 

Date of Original Final Ani~oal Outstar~diiig 
Issue Issue Maturity Installments % Rate Balance 
2001 2,660,000 2015 $80,000 to $255,000 3.35%-4.75% 

Annual debt service requirements to maturity for the bonds are as follows: 
Year Ending 
September 30, Principal Interest 'Total 

2012 2,505,000 723,521 3,228,521 
2013 
2014 
2015 
2016 

2017-2021 
2022-2026 
2027-203 1 

Total 

Cha~laes in long-term liabilities 

Long-term liability activity Tor the year ended September 30, 201 1, was as follows: 
Beginning Retiremerltsl Ending Due Within 
Balance Additions Payme~its Balance One Year 

Governmental activities: 
Bonds Payable: 

Generalobligationsbo~lds $ 17,720,000 $ 4,500,000 $ 1,640,000 $ 20,580,000 $ 2,505,000 
Add: Premium on bonds 568,984 37,932 53 1,052 

Compensated absences 246:046 430,619 427,777 248,888 202,694 
OPEB liability 164.970 24,063 189,033 

Govern~nental activities 
Long-Tenn Liabilities $ 18,700,000 $ 4,954,682 $ 2,105,709 $ 21,548,973 $ 2,707,694 

Business-type activities: 
Compensated absences $ 62,243 $ 131,201 $ 134,096 $ 59,348 $ 53,229 
OPEB liability 57,962 16,007 73,969 
Business-type activity 
Long-Tenn Liabilities $ 120,205 $ 16,007 $ - $ 133,317 $ 53,229 

Co~nponent Unit: 
Bonds Payable $ 1,145,000 $ - $ 1,145,000 $ - $ 

$ 1,145,000 $ - $ 1,145,000 $ - $ 
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NOTE 7: LONG TERM DEBT, Continued 

Compensated absences represent amounts related to e~nployee services already rendered and will be paid 
out of expendable available resources by December 31, 2011. For governmental activities, compensated 
absences and other long term liabilities are generally liquidated by the general fund. For business-type 
activities, compensated absences atid other lo~ig term liabilities are generally liquidated by the water and 
sewer and solid waste fund. 

Arbitrage Rebate Liability 

The Federal Tax Rero~m Act of 1986 requires issuers of tax-exempt debt to make payments to the United 
States Treasury for i~ivestn~ent i~lconie received at yields that exceed the issuer's tax exempt borrowing 
rates. The Treasury requires payment for each issue every five years. The City had no arbitrage liability as 
of September 30,201 1 .  

NOTE 8: OTHER LVFORMATION 

A. Risk  management 

The City is exposed to various risks of loss related to torts, theft of, damage to and destruction of assets; 
errors and omissions; and natural disasters. During fiscal year 2010-201 1, the City obtained general liability 
coverage at a cost that is considered to be economically justifiable by joining together with otlier 
governme~ital entities in the State as a member of the Texas Municipal League Intergovernmental Risk Pool 
(TML). TML is a self-ft111ded pool operating as a common risk management atid insurance program. The 
City pays an a~inual premium to TML for its above insurance coverage. The agreement for the formation of 
TML provides that TML will be self-sustaining through member premiums atid will reinsure through 
co~nmercial companies for claims in excess of acceptable risk levels; however, each category of coverage 
has its own level of reinsurance. 

The City continues to carry commercial insurai~ce for the risks of loss. There were no significa~it reductions 
in com~nercial insurance coverage in tlie past fiscal year and settled claims resulting from these risks have 
not exceeded coverage in any of the past three fiscal years. 

B. Contingent Liabilities 

Amounts received or receivable from grantor agencies are subject to audit atid adjustment by grantor 
agencies, principally the federal government Any disallowed claims, Including amounts already collected, 
may constitute a liability of the applicable funds. The amount, if any, of expenditures which  nay be 
disallowed by the grantor cailtiot be determined at this time although the City expects such amounts, if any 
to be immaterial. 

C. Texas Municipal Retirement System (TMRS) 

Pkm Description. The City provides pension benefits for all of its eligible employees through a non- 
traditional, joint contributory, hybrid defined benefit plan ill  the state-wide Texas Municipal Retirement 
system (TMRS), an agent multi-employer public employee retirement system. The plan provision that have 
been adopted by the cily are within tlie optio~is available in tlie governing state statutes of TMRS 
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NOTE 8: OTHER INFORMATION, CONTINUED 

C. Texas Municipal Retirement System (TMRS), Continued 

TMRS issues a publicly available comprehensive a~inual financial report that includes financial 
stdterne~~ts and required supplementary information (RSI) for TMRS; the report also provides detailed 
explanations of the contributions, benefits and actuarial methods and assu~nptions used by the System. 
This report is available on the TMRS' website at www.TMKS.com. 

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

Plan Year 201 0 Plan Year 201 1 

Employee deposit rate 
Matching ratio (city to employee) 
Years required for vesting 
Scrvice retirement eligibility 
(expressed as agelyears of service) 
Updated Service Credit 
Annuity Increase (to retirees) 

60110, 0120 60110, 0120 
100% Repeating 100% Repeating 

0% of CPI 0% of CPI 

C,'ontribution.s, linder the state law governing TMRS, the City's contribution rate is annually determined 
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 percentage 
of payroll from year to year. The normal cost contribution rate finances the poition of all active 
member's projected benefit allocated :tnnually; the prior service contribution rate amortizes the unfunded 
actuarially liability over the applicable period for that city. Both the normal cost and prior service 
contrihotion rates include recognition of the projected impact of annually repeating benefits, such as 
Updated Service Credits and Annuity Increases. 

The City contributed to the TMRS Plan at an actuarially determined rate. Both the employees and the 
City make contributions monthly. Since the City needs to know its contribution rate in advance for 
budgetary purposes, there is a one-year delay between the actuarial valuation that serves as the basis for 
the rate and the calendar year when the rate goes into effect. The annual pension cost and the net pension 
obligation are as follows: 

Annual Required Contribution (ARC) 
Interest on Net Pension Obligation 
Adjustment to the ARC 
Annual Pension Cost (APC) 
Contributions Made 
Increase in net pensioil obligation 
Net Pensio~l Obligation, beginning of year 
Net Pensio11 Obligation, end of year 
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NOTE 8: OTHER INFORMATION, CONTINUED 

C. Texas Municipal Retirement System (TMRS), Continued 

Actual 
Fiscal Year Annual Pension Contribution Percentage Net OPEB 

Ended Cost (ARC) Made Contributed Obligatio~i 

September 30, 2009 $ 1,014,546 $ 1,014,546 100% $ 

September 30, 2010 $ 987,669 $ 987,669 100% $ 

September 30,201 1 $ 1,003,264 $ 1,003,264 100% $ 

The required contribution rates for fiscal year 201 1 were determilied as part of the December 31, 2008 and 
2009 actuarial valuations. Additional information as of the latest actnarial valuation, December 3 1 ,  2010, 
also follows: 

Valuation Date 1213 112008 1213 I12009 12/31/2010 - prior 1213112010 - 
to restructuring restructured 

Actuarial Cost Method Projected Unit Credit Projected Unit Credit Projected Unit Credit Projected Unit Credit 

Level Percent of Level Percent of Level Percent of Level Percent of 
Aliiortization Method Payroll Payroll Payroll Payroll 

CASB 25 Equivalent Single 24.0 years; 22.9 years; 21.9 years; 25.0 years; 

Amortiz,ation Period closed period closed period closed period closed period 

Amortizaion Period for new 
Gains1Losscs 25 years 25 years 25 years 25 years 

10-year Smoothed 10-year Smoothed 10-year Smoothed 
Asset Valuation Method Amortized Cost Market Market Market 
Actuarial Assumptions: 

Investment Rate of Return * 7.5% 7.5% 7.5% 7.0% 
Varies by age and Varies by age and Varies by age and Varies by age and 

Projected Salary fncreases * service service service service 
* Includes Inflation at 3.0% 3.0% 3.0% 3.0% 

Cost-of-Living Adjustments 0.0% 0.0% 0.0% 0.0% 

In June, 201 1. SR 350 was enacted by the Texas Legislature, resulting in a restructure of the TMRS funds. 
This legislatiori provided for the actuarial valuation to be completed, as if restructuring had occurred on 
December 3 1, 2010. In addition, the actuarial assumptions were updated for the new fund structure, based 
on an acttiaria1 experience study that was adopted by the TMRS Board at their May, 201 1 meeting (tile 
review compared actual to expected experience for the four-year period of January 1, 2006 through 
December 31, 2009). For a complete description of the combined impact of the legislation and new 
actuarial assumptions, including the effects on TMRS city rates and funding ratios, see the December 3 1, 
2010 TMRS Compreliensive Anriual Financial Report (CAFR). 
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NOTE 8: OTHER INFORMATION, CONTINUED 

C .  Texas Municipal Retirement System (TMRS), Continued 

The funded status as of December 3 1, 2010, under llie two separate actuarial valuations is presented as 
follows: 

Actuarial UAAL as a 
Actuarial Actuarial Accrued a Percentage 
Valuation Value of Liability Funded Unfunded Covered of Covered 

Datc Assets (AAL) Ratio AAL (UAAL) Payroll I'ayroll 
1213 112008 23,440,520 27,619.476 84.9% 4,178,956 5,790,932 72.2% 
1213 112009 23,845,576 27,816,244 85.7% 3,970;668 5,63 1,043 70.5% 

The funded status as of Ilecember 3 1,201 0. under the two separate actuarial valuations is presented as follows: 
1213112010 (a) 25,544,649 29,553,470 86.4% 4,008,821 5,812,366 69.0% 
1213 112010 (b) 41,984,798 40,130.199 104.6% (1,854,599) 5,812,366 -31.9% 

(a) Actuarial valuation perfonned under the or~grnal fund qtructure 
(b) Actudrlai valuation performed under the new fund ~tructurc 

Actuarial valuations involve estimates or  the value of reported amounts and ssumptions about the 
probability of events far into the future. Actuarially detcrlnined amoilnts are subject to continual revision 
as actual restilts are cotnpared to past expectations and new estimates are made about the future. 

Actuarial calaulations are based on the benefits provided under the terms of  the substantive plan in effect 
at the time of each vali~ation, and reflect a long-term pel.spective. Consistent with that perspective, 
actuarial methods and assumptions used include techniques that are designed to reduce short-term 
volatility in actuarial accrued liabilities and the actuarial value of assets. The schedule of funding 
progress, presented as Required Supplementary Irifornlation followi~lg tlie notes to the financial 
statements, presents multi-year trane information about thether the actuarial value of plan assets is 
increasing or decreasing over time relative to tlie actuarial accrued liability of benefits. 

The schcdule of funding progress, presented as Required Supplemelitary Inforination following the notes 
to the financial statements, presents multi-year trend inforination about whether the actuarial value of plan 
assets in illcreasing or dccreasing over time relative to the actuarial accrued liability of benefits. 

NOTE 9: DEFERRED COMPENSATION PLAN 

The City offers its employees a deferred compensation plan created in accordance with the Interlial 
Revenue Code Section 457. The plan, available to all City employees, permits them to defer a portion of 
their salary uulitil fiiture years. Participation in the plan is optional. The deferred compensation is not 
available to e~nployees until termination, retirement, death, or  unforeseeable emergency. The City's plan 
was amended effective December 14, 1998 to provide that all assets and income of the plan are held in 
trust for the exclusive benefit of the pa~ticipants and tlieir beneficiaries. 

The City has delegated administrative and investment responsibilities to a third party administrator, ICMA 
Retirement Corporation, and as such, the plan assets do not meet the requirements for inclusion in the 
City's financial statements at September 30, 201 1 .  
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NOTE 10: POST-EMPLOYEMENT HEALTH CARR BENEFITS 

The City provided health care benefits for e~nployees who retire from the City and who are eligible to 
receive benefits from a City sponsored retirement program (Texas Municipal Retirement System). Benefit 
provisions are approved by Council. As of September 30 201 1 the City had fourteen retirees participating 
in this plan. The City recognizes the cost of providing health care benefits to retired e~nployees in the 
amount of $25,878 for fiscal year 201 1. 

To bc eligible for payment of standard group health insurance policy premiums as a retiree, an employee 
nlust meet the following criteria: 

1. The employee milst have a retirement date effective after January I ,  1997; and 

2. The employee must be employed by the City of Nederland, Texas for a length of time that 
is equivalent to 75% of their work history at the time of retirement. Tlie Texas Municipal 
Retirement Systen~ (TMRS) currently offers the following retirement options. Tllerefore, 
under provisions ofthis policy, an employee must be e~nployed by tlie City of Nederland for 
the following length of time in order to be eligible for this plan at time of retirement. 

TMRS Retirement Options 

20 years of service; no minimum age 
10 years of service; at least 60 years of age 

Required Minimu~n Length of Time 
Employed with Citv of Nedcrland 

15 years 
7.5 years 

3. Effective January 1, 1997, the City shall pay a portion of eligible retirees' ~nonthly standard 
group health insurance policy premiums based on the following scale: 

Age 
Of 

Retiree 
60 
61 
62 
63 
64 

Percentage Percentage 
of Prcmiu~n of Premium 
Paid by City Paid by Retiree 

10% 90% 
20% 80% 
30% 70% 
40% 60% 
50% 50% 

4. Once a retiree reaches age 65. the City will no longer pay any portion of standard group 
health i~lsurance policy premium costs. 

5. Should an e~nployee retire prior to age 60 and remain under the City's standard group 
health insurance policy through payment of monthly premiums at their own expense, the 
retired employee will be eligible for the City contributions discussed above once he reaches 
age 60. If the retired ernployee drops coverage from the policy at any time prior to age 60, 
he will no longer be eligible to participate in this plan. 
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NOTE 10: POST-ENIPLOYEMENT HEALTH CARE BEhZFITS. Continued 

Annual OPEB Cost 

The City's annual other post employment (OPEB) cost is calculated based on the anliual required 
contribution of the clnployer (ARC), an amount actuarially determined in accordance with the parameter of 
GASB Statement No. 45. The ARC represents a level of accrual that is projected to recognize the normal 
cost each year and to amortize any unfunded actuarial Liabilities (or funding excess) over a period not to 
exceed thirty years. The City's aliliual OPEB cost for the fiscal year ending September 30, 201 1 is as 
follows: 

913012010 913 0120 1 1 

Allnual required contribt~tion $ 226,009 $ 184,188 
Interest on OI'EB obligation 4,942 10,032 
Adjustement to ARC 
Annual OPEB cost (expense) 
Net estimated employer contributinos (1 13,262) (1 14,720) 
Illcrease in nct OPEB obligation $ 113,110 $ 70,206 

Net OPEB obligation - beginning of year 109,822 222,932 

Net OPEB obligation - end of year $ 222,912 $ 293,138 

At September 31, 201 l the Ciiy's share of the OPEB obligation is $263,002 and $30,016 relates to the Mid- 
County Dispatch. 

The City's al~liual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net 
OPEB obligation for fiscal year ending September 30,201 1 and the preceding fiscal year were as follows~ 

Employer 
Fiscal Year Annaul OPEB Amount Percentage Net OPEB 

Ended Cost Contributed Contributed Obligation 

September 30,2009 $ 219,426 $ 109,604 50% $ 109,822 

September 30,2010 $ 226,372 $ 113,262 50% $ 222,932 

September 30, 2011 $ 184,926 $ 114,720 62% $ 293,138 
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NOTE 10: POST-EWLOYEMENT HEALTH CARE BENEFITS, Continued 

Funding status and funding progress 

The funded statits of the City's retiree health care plan, under GASB Statement No. 45 as of December 
31,2010 is as follows: 

Actuarial Unfunded 
Fiscal Year Actuarial Value Accrued AAL Funded 

Ended of Assets Liability (AAL) (UAAL) Ratio 

September 30,2008 $ S 2,637,927 $ 2,637,927 0% 

September 30> 2009 Not Calculated 

September 30,20 10 Not Calculated 

September 30,201 I $ $ 2,534,131 $ 2,534,131 0% 

Under the repolling parameters, the City's retiree health care plan is 0% funded with an estimated 
actuarial accrued liability exceeding actuarial assets by $2,534,131 at December 3 1,2010. 

Actuarial nlethods and assumptions 

The Projected Unit Credit actuarial cost method is used to calc~rlate the GASB ARC for the City's retiree 
llealth care plan. Using the plan benefits, the present llealth prerniunis and a set of actuarial assumptions, 
tlie anticipated Suture payments are projected. The projected unit credit method then provides for a 
systematic recognition of the cost of these anticipated payments. The yearly ARC is co~nputed to cover 
the cost of benefits being earned by covered inembers as well as to amo~tize a portion of the unfunded 
accrued liability. 

Projections of healtli benefits are based on the plan as understood by the City and include the types oS 
benefits in force at the valuation date and the pattern of sharing benefit costs between the City and the 
City's employees to that point. Actuarial calculations reflect a long-term perspective and employ 
methods and assumptions that are designed to reduce short-tenn volatility in actuarial accrued liabilities 
and the actirarial value of assets. Significant methods and assumptions were as follows: 

Inflation Itate 3.0% per annum 
Investmetn rate of return 4.5%, net of expenses 
Actuarial cost method t'ro.jected Unit Credit Cost Method 
Amo~tization method Level as a percentage of payroll 
Atnortization period 30-year open period 
Salary Growth Rate and inflation 3.0% per annuln 
Medical trend Initial rate of 8.5% declining to an nltirnate rate of 

4.5% after 8 years. 

NOTE 11: PRIOR PERIOD AIIJUSTMENT 

The City had a prior period adjustment in tlie amount of $16,977 to correct prior year estimate of amounts 
due fro111 other governmental agencies. 



REQUIRED SUPPLEMENTARY 
INFORMATION 



CITY OF NEDERLAND, TEXAS EXHIBIT 1 
REQUIRED SUPPLEMENTARY INFORMATION 
FUNDING PROGRAMS FOR EMPLOYEE RETIREMENT SYSTEMS 
FOR THE YEAR ENDED SEPTEMBER 30,201 1 

TEXAS MUNICIPAL RETIREMENT SYSTEM 
SCHEDU1,E OF FUNDING PROGRESS 

Actuarial 
Actuarial Actuarial Accrued 
Valuation Value of Liability (AAL) Percentage Unfunded 

Date Assets Unit Credit Funded AAL (UAAL) 

** 111 June 20 1 1, the Texas Legislature approved the restructure of TMRS funds 

Ailnual 
Covered 
Payroll 

Unfunded as 
a Percentage 
of Covered 

Payroll 

(a) Actuarial valuation perfor~ned under the original fund structure 
(b) Actuarial valuation performed under the ncw fund structure 



CITY OF NEDERI,AND, TEXAS EXHIBIT J 
REQIJlRED SUPPLEMENTARY INFORMATION 
FUNDING PROGRAMS FOR OTHER POST EMPLOYMENT BENEFITS (OPEB) 
FOR TiiE YEAR ENDED SEPTEMBER 30.201 1 

RETIREE HEALTH INSURANCE PROGRAM 
ANALYSTS OF FUNDlNG PROGRESS 

Actuarial Actuarial Unfunded 
Valuation Value of Accrued Percentage AAL 

Date Assets Liability (AAL) Funded (UAAL) 

1213 112007 $ 2,637,927 0.0% $ 2,637,927 

1213 112008 NOT CAIXULATED 

1213 112009 NOT CALCULATED 



COMBINING AND INDIVIDUAL FUND 
STATEMENTS AND SCHEDULES 



NONMAJOR GOVERNMENTAL FUNDS 

SPECIAL REVENUE FUNDS 

The Special Revenue Funds are used to account for the proceeds of specific revenue sources 
other than expendable trust, or major capital projects that are for specific purposes. Included in 
this heading are the following individual funds: 

Police Narcotics Fund - This fund was established to account for funds awarded to the City by 
the Courts from money and property seized during operations of the Jefferson County Narcotics 
Task Force. 

Library Fund - This fund was established to account for revenues, including donations and 
grants, to fund special projects, purchase equipment, books and supplies not ordinarily provided 
for in the library's operating budget. 

Court Technology Fund - This fund accounts for fines allocated to finance the purchase of 
technological enhancenlents for the municipal court. 

HotelIMotel Tax Fund - This fund accounts for revenue from hotel and motel occupancy tax 
The funds generated by this tax are restricted by State law for disbursements to support 
convention and meeting facility construction, operation and maintena~ce, tourism, historical 
preservation and promotio~l of the arts. 

Fire Deoarir~~ent Fund - This f ~ m d  was established to account for revenues, including donations 
and grants, to fund special projccts, purchase equipment and supplies not ordinarily provided for 
in the fire department's operating budget. 



C K Y  OF NEDERLAND, TEXAS EXHIBIT K 
COMBINING BALANCE SIIEET 
NONMAJOR GOVERNMENTAL FUNDS 
SEPTEMBER 30,2011 

Special Revenue Capila! Projects 
Hotel1 
Motel Total 

Police Court Occupancy Fire Capital Other 
Narcotics Libvary Technology Tax Ilepanment Projects Govrinrne~ilal 

Fund Pund Fund Fund Fund Fund Funds 

ASSETS 

Cash and cash equivalents $ 76,576 $ 27,744 $ 5,147 $ 9,781 $ 22,067 $ 1,587,935 $ 1,729,250 
Investments 47,201 32,273 79,474 
Accounts rcceivable 33.883 37.409 71.292 
Other reccivabies 

'Total Assets $157,660 $ 60,017 S 5,147 $ 47,190 6 22,067 $ 1,587,935 6 1,880,Olh 

LIABILIIIES AYD I UND BALANCES 

I.iabiiilies: 
Accouilts payable $ 114 $ - $ 2,758 $ 32,383 S - 16 - 6 35,255 

Total Liabilities 114 2,758 32,383 33.251 

Resaictcd Fund Balances: 
Public safety 157,546 2,389 22,067 182,002 
Ciilulrc and recreation 60.017 14,807 74,824 

Cornmilled Fund Balance 
Capila! prqjects 1,587,935 1,587,935 

Total fund balanccs 157,546 60.017 2,389 14,807 22,067 1,587,935 1,844,761 

Total lLi8bil~ties and Fund 
Balances $157,660 S 60,017 $ 5,147 6 17,190 $ 22,067 5 1,587,935 $ 1,880,016 - 



CITY OF NEDERLAND, TEXAS EXHIBIT I. 
COMBINING STATEMENT OF REVENUES. EXPENDirURES AND CIlANGES IN FUND BALANCES 
NONMAJOR GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30,201 I 

Special Rc\,enue Capital I'iojects 
Hotell 
Mote1 Tolal 

Police Couit Occupancy Fiic Capital Other 
Narcotics Library Technoiogy 'Tax Depailrnent Piojecls Governmental 

Fund Fund Fund Fund Fund Fund Funds 

REVENUES 
Other taxes 
Giants and privatc conliibulions 
lliteresl 
Foifeiluies 
Miscellaneous Income 

Total revenue 

EXPENDITURES 
Cuiicnl: 

Public safety 
Culture and vecrealion 

Capmi outlay 
Debt Service: 

Principal retirement 
Interest and fiscv! charges 
Fees and issuance costs 

Total expenditures 

rxcw (DEFICIENCY) OF REVENUES 
OVER (UNDER) EXPENDITURES 

OTHER FINANCING SOIJIICES (USES) 
Issuat~co of general obligation debt 
Twisiers in 
Transfers out 

'Total otlier tisaticing sources and uses 

NET CHANGE IN FUND BALANCES 

FUND BALANCES AT BEGINNING OF YEAR 

FUND BALANCES AT END OF YEAR 



CITY OF NEDERLAND, TEXAS EXHIBIT M 
DF,BT SERVICE FUND 
SCIHEDULE OF IIEVENUES, EXPENDI1'URES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL 
FOR TlIE YEAR ENDED SEPl'EMBER 30.201 1 

Vdria~lce 
Orginal Final Actual Positivc 
Budget Budget Amounts (Negative) 

RI2VENIJES 
Property taxes. penalties and interest 
Interest 

'lbtal rcvenue 

EXPENDITURES 
Debt service: 

Principal retirement 
Inferest and fiscal charges 
Fees 

Total expenditures 

EXCESS (DEFICIENCY) Ok E V E H U E S  
OVER (IJVDER) EXPENDITIJRES 

OTllER FINANCING SOURCES (USES) 
TransCcrs in 

'Total other financing sources and uses 

NET CHANGE 1i.j FUKD BALANCES 

I'UND BALAVCES A'!' BEGINNING OF YEA17 

FUND BALANCE AT END OF YEAR 



ClTY OF NEDERLAND, TEXAS EXHIBIT N 
P0I.ICE NARCOTICS FUND 
SCIIEDULE Or REVENUES, EXPENDITURES AND CHANGES IN FUN11 BAIANCES - BUDGET AND ACTIJAL 
FOR 1I IE  YEAR ENDED SEI'TEMBER 30,201 1 

Variance 
Orginal Final Actual Positive 
Budget Budget Amounts (Ncgdtivc) 

REVENUES 
Grants and private contributions 
Interest 
Forfeitures 
Miscellaneous 

Total revenue 

EXPENDITURES 
Public safety 

Total expenditures 

EXCESS (DEFICIENCY) OF REVENUES 
OVER (UNDER) EXPENDITORES 

NET CHANGE IN FUND BALANCES 

FUND BALANCES AT BEGINNING OF YEAR 

FUND BAI.ANCE AT END OF YEAR 



CITY OF NEDERLAND, TEXAS EXHIBlT 0 
I.IBRARY FUND 
SCHEDULE OF REVENIJES. EXPENOI'1'UIES AND CHANGES IN FUND BAlANCES - BUDGET AND ACTUAL. 
FOR THE YEAR ENDED SEPTEMBER 30,201 1 

Variance 
Orginal Final Actual Positix'c 
Budgct Budget Amounts (Negative) 

REVENUES 
Grants and private contrihutions 
Interest 
Miscellaneous 

Total revenue 

EXPENDITURES 
Culture and recreation 

Total expenditures 

EXCESS (DEFICIENCY) OF REVENIJES 
OVER (UNDER) EXPENDITURES 

NET CllANGE IN FUND BALANCES 

FUND BALANCES AT BEGINNING OF YEAR 

FUND BALANCE AT END OF YEAR 



CITY OF NEDERLAND, TEXAS EXHIBIT P 
COURT TECI IXOLOGY FUND 
SCHEDIJ1.E OF KEVIINIJES, EXPENDII'URCS AND CHANGES IN FUI\'D BALANCES - BTJDGET AND ACTUAL. 
FOR'TIIE YEAR ENDED SEPTEMBER 30,201 1 

Variance 
Orginal Final Actual Positive 
Budget Budget Amount? (Negative) 

REVENUES 
Intercst 
Court technology revenuc 

'Soial revenue 

EXPENDITURES 
Public safety 

Totdi expenditures 

EXCESS (DEI ICILNCY) OF REVENUES 
OVER (UNDER) EXPENDITURES 

NET CHANGE IN FUND BALANCLS 

FUND BALANCES AT BEGINNING OF YEAR 

FUN13 BALANCE AT END OF YEAR 



CITY OF NEDERLAND, TEXAS EXHIBIT Q 
IfOTE1,IMOTliL OCCUPANCY TAX FUND 
SCH1:DUI.I' OF REVliNUES, EXPENDITCJRES AND CHANGES Ih! KIND BALANCES - BUDGET AN11 ACTUAL 
FOR THt YEAR ENDED SEPTEMBER 30,201 1 

Variance 
Orginal Final Actual Positive 
Budget Budget Alnounts (Negative) 

Rt:VENIJES 
Oihcr taxes 
Miscciianeous 

Total revenue 

Culture and recreation 
rota1 c ~ p ~ l i d i t ~ r c s  

EXCESS (DEFICIIMCY) OF REVENUES 
OVER (UNDEK) EXPENDITURES (1,329) (1,329) 4,711 6,040 

NE1 CHANGE iPJ FLWD BALANCLS (1,329) (1,329) 4,711 6,040 

FUND IIALANCLS AT BEGINNlNG 01, YEAR 10,096 10,096 10,096 

FUND BALANCE AT END OF YEAR Ifi 8,767 $ 8,767 $ 14,807 $ 6,040 



CITY OF NEDERLAND, TEXAS EXHIBIT R 
FIRt DE.PARrMENT I*UND 
SCkICDULE OF REVENUES, I<XPENDrrIJRES AND CHANGES IN F IND BALANCES - 13UDGI:T AND ACTIJAL 
FOR THE YEAR ENDED SEPTEMBER 30,2011 

Variance 
Orginai Finai Aciuai Positive 
Budget Budget Amounts (h'egative) 

REVENUES 
Grants and private contributions 
Miscellaneous reve~iue 

Total revenue 

EXI'ENDITURES 
Public safety 

Total expenditures 

NET CHANGE IN FUND BALANCES 

FUND BALANCES AT BEGINNING 01: YEAR 

FUhD BALANCE AT END OF YEAR 



ClTY OF NEDERLAND, TEXAS EXHIBlT S 
CAP1 rAL, IMPIIOVEMLNT FUND 
SCI4EDUI.E 01: REVENUES, EXPENDITURES AND CHANGES IN 1WND BALANCES -BUDGET AND ACTUAL 
FOR 'THE YEAR ENDED SEPTEMBER 30,201 1 

Variance 
Orginal Final Actual Posllive 
Budgct Budget Amounts (Negative) 

REVENUES 
lntcrest 

Total revenuc 

EXPENDITURES 
Capital outlay 

Total expenditures 

EXCESS (1)EFICIENCY) OF REVENIJES 
OVER (IJNDER) EX1'17.NDITURES 

OTHER FINANCING SOURCES (USES) 
Issuance of Cerliiicatcs of Obligation 
Bond procecds 
Transfers in 
Transfers out 

Total other iinancing sources and uses 

NET CHANGE IN FlJND BALANCES 

FUND BALANCES AT BEGINNING 01' YEAR 

FUND BAI.AKCE AT END OF YEAR 



COMPONENT UNIT 



CJTY OF NEDERLAND, TEXAS EXIlIBlT T 
COMPONENT UNIT 
NEDERLAND ECONOMIC DEVELOPMENT CORPORATION 
BALANCE SHEET 
SEPTEMBER 30,201 1 

Debt Total 
General Servicc Funds 

ASSETS: 

Cash and cash equivalents 
Investments 
Receivables (net of allowances 

for doubtful accounts) 
Taxes receivable 
Other 
Due from other governmental agencies 

Due fro111 primary govemment 

TOTAL ASSETS 

LlABlLITlES AND FUND BALANCES: 

LIABILITIES: 
Accounts payable 
Due to prirnaiy government 
Accrued expenses and other liabilities 

TOTAL LIABILITIES 

FIJND BALANCES: 
Reserved for: 

Debt service 
Unreserved: 

General fund 
Total fund halailces 

TOTAL LIABIL,ITIES AND FUND BALANCES $ 3,057,064 $ 

Capital assets used in governmental activities are not financial resources, 
and therefore, are not reported in these funds. 

Lorig ten11 liabilities are not due and payable in the current period. and therefore 
are not reported in these funds. 



CITY OF NEDERLAND, TEXAS EXBHIBIT U 
COMPONENT UNIT 
NFDERLAND ECONOMIC DEVELOPMENT CORPORATION 
STATEMENT OF REVENUES, EXPENDlTURES AND CHANGES IN FUND BALANCES 
FOR THE YEAR ENDED SEPTEMBER 30,201 1 

REVENUES 
Sales tax 
Interest 
Other miscellaneous 

Total revenue 

EXPENDITURES: 
Current: 

Econoinic developlnent 
Debt service: 

Principal retirement 
Interest and fiscal charges 
Fees 

Total expenditurcs 

Debt Total 
General Service Funds 

EXCESS (DEFICIENCY) OF REVENUES 
OVER (UNDER) EXPENDITURES (966,497) (966,497) 

NET CHANGE IN FUND BALANCES (966,497) (966,497) 

FUND BALANCES - BEGlNNING 4,023,546 

FUND BALANCES - ENDlNG $ 3,057,049 $ 

The change in capital assets are reflected in the current financial rcsources 

of governmental funds, however has no effect on net assets. 

The repayment of the principal of long-term debt consnines the current financial 

resources of governmental funds, however has no effect on net assets. 

CHANGE IN NET ASSETS 



CITY OF NEDERLAND, TEXAS EXHIB~T v 
COMPONENT UNIT 
NEDERLAND ECONOMIC DEVELOPMENT CORPORATION 
GENERAL OPERATMG FUND 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN F W D  BALANCE - BUDGET AND ACTUAL. 
FOR 'THE YEAR ENDED SEPTEMBER 30,201 1 

Variance 
Orginal Final Actual Positive 
Budget Budget Amounts (Negative) 

REVENUES 
Sales tax 
Interest 
Miscellaneous 

Total revenue 

EXPENDITURES 
Current: 

Economic development 
Debt service: 

Prlnc~pal retirement 
Interest and fiscal charges 
Fees 

Total expenditures 

EXCESS (DEFICIENCY) OF REVENUES 
OVER (UNDER) EXPENDITURES 

NET CHANGE IN FUND BALANCES 

FUND BALANCES AT BEGINNING OF YEAR 

FUND BALANCE AT END OF YEAR 



STATISTICAL SECTION 



STATISTICAL SECTION 

This part of the City of Nederland, Texas' 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 government's overall financial health. 

Contents Page 

Financial Trends 71-80 

These schedules contain trend information to help the reader understand how the 
government's financial performance and well-being have changed over time. 

Revenue Capacity 

These schedules contain information to help the reader assess the government's 
most significant local revenue source, the property tax. 

Debt Capacity 

These schedules present information to help the reader assess the affordability of 
the government's current levels of outstanding debt and the government's ability 
to issue additional debt in the future. 

Demographic and Ecor~omic Inforulation 

These schedules offer demographic and economic indicators to help the reader 
understand the enviro~iment within which the government's financial activities 
take place. 

Operating Information 

These schedules contain service and infrastructure data to llelp the reader 
understand how the information in the government's financial report relates to 
the services the government provides and the activitics it performs. 



CITY OF NEDERLAND, TEXAS 
NET ASSE?S BY COMPONE.NT 
LAST NINF FISCAL YEARS ( I )  
(ACCRUAI. BASIS OF ACCOUNTING) 

Gover~imental Activities 
Fiscal Year 

2003 2004 2005 

Invested in capital assets, net of related debt $(11,171.152) $(9,774;113) $ 9,826,617 
Restricted 1,033,750 262,834 149,744 
Ui~restricted 4,728,304 4,558,749 (15,738,862) 

Total governmental actlvrtles net assets $ (5,409,098) $ (4,952.530) $ (5,762.501) 

Business-type Activities 

Invested in capltal assets, net of related debt 6 25,695,533 $27,624,365 $29,178,615 
Restr~ctcd 2,308,820 1,203,980 728,992 
Unrcstrrcied 3,153.693 2,224,260 2,116,636 

Total business-type activities net assets $ 31,158,046 $31,052,605 $32,024.243 

Primary Govenunent 

Invested in cap~ial assets, net ofrelated debt $ 14,524,381 $17,850,252 $39,005,232 
Restricted 3,342,570 1,466,814 878,736 
Unrestricted 7,881,997 6,783,009 (13,622,226) 

Total prima131 government net assets $ 25,748,948 $26,100,075 $26,261,742 

(I)  The requirement for statistical data is ten years; only nine years are available at this time. 



Fiscal Year 
2006 2007 2008 2009 2010 2011 



CITY OF NEDERLAND. TEXAS 
CHANGES IN NET ASSETS 
1,ASTNINE FISCAL YEARS (1) 
(ACCRUAL BASIS OF ACCOUNTING) 

Fiscal Year 
2003 2004 2005 

Governmental activities 
Ge~ieral government 
Public safety 
Public works 
Culture and recreation 
Adiliinistrative and gerieral 
Interest on long-term debt 
Total governme~ltal activities 

Business-type activities 
Water and sewer 
Solid Waste 
Total business-type activities 

Total Primary Government Expenses 

Program Revenues 
Govermnental activities: 

Charges for services: 
Public safety 
Public worlts 
Culture and recreation 

Operati~lg grants and contributions 
Capital grants aild contributions 

Total governmental activities program revenues 

Business activities: 
Charges for services: 

Water Rr. sewer 
Solid waste 

Capital grants and contributions 
Total business-type activities program reveilues 

Total primary government program revenues 

Net (expense) revenue 
Governmental activities 
Business-type activities 

Total primary government net expense 



SCHEDULE I1 

Fiscal Year 



CITY OF NEDERLAND, TEXAS 
CHANGES IN NET ASSEI'S (continued) 

Fiscal Year 
2003 2004 2005 

General Revenues and Other Changes in Net Assets 
Govern~nental Activities 

Property taxes. peliallies and interest 
In lieu of tax colitracts 
Sales tax 
Gross receipts tax 
Interest 
Other governlnental agencies 

Other miscellaneous 
'Transfers 

Total government activities 

Business-type activities 
Interest 
Other miscellaneous 
Transfers 

'Total business-type activities 

Total priinary government 

Change in Net Assets 
Govern~nental activities 
Business-type activities 
1 otal primary goverlimelll 

(1) The requirement for statistical data is ten years; only nine years are available at this time. 



Fiscal Year 
2006 2007 2008 2009 2010 201 1 



CITY OF NEDERLAND, TEXAS SCFfEDULE 111 
GOVERNMENTAL ACTIVITIES TAX REVENUES BY SOURCE 
LASTNINE FISCAL YEARS (1) 
(ACCRUAL BASIS OF ACCOUNTING) 
(AMOUNTS EXPRESSED IN THOUSANDS) 

Fiscal 
Year 
2003 

2004 
2005 
2006 
2007 
2008 

2009 
2010 
201 1 

Property 
Tax 

$ 3,696 
3,946 
4,075 
4,40 1 
4,370 
4,55 1 

5,045 
5,328 

5.547 

In Lieu 
of Tax 

$ 557 
716 
703 

762 
852 
784 
840 
94 1 

1,006 

Sales 
Tax 

$ 1,670 
1,597 
1,747 
2,373 
2,480 

2,782 
3,283 
2,922 
3,036 

Gross 
Receipts 

Tax 
$ 978 

900 
915 
913 

956 
1,057 

914 
1,299 
1.300 

Total 
$ 6,901 

7,159 
7,440 
8,449 
8,658 

9,174 
10,082 
10.490 
10.889 

(1) Thc requirement for statistical data is ten years; only nine years are available at this tirne. 



CITY OF NEDI:RLANI>. TEXAS SCIIEDlJLE 1V 
FIJNI) BALANCES OF GOV!<RNMEN'I'AI. FUNDS 
LAST NINE I:ISCAL YEARS (I) 
(MODIFITD ACCIIUAL BASlS O r  ACCOUNTING) 
(AMOUN IS EXPRrSSELl IN I IIOUSANDS) 

Geiieiai Fund 
Reserved 
Unicseii,ed 
Nonspeadablc 
Unassigned 

Total geneiiil fund 

All other goveinmriitai funds 
Rcservcd 
iJnicseiued. icported in: 

Special revenue liinds 
Ciipilal projects f i nds  

Restricted 
Debt Service 
Grants and Awards 

Committed 
Capiinl piqlecis 

ToMl all other goveiomental iiinds 

( I )  The iequircinent f i r  sialistiLai data is ten yeiiis, only nine years arc available a t i l~is  time 
(2) Fund balance classificatioos wcre changed in iY 201 1 per GASB 54 



CITY OF NEDEKLAND, TEXAS 

CHAKGFS IN FUND BALANCES OF GOVERNMEXTAL FLTDS 
LAST NINk FISCAL YEARS (1) 
(MODIFIED ACCRUAL BASIS OF ACCOUNTING) 

Revenues 

I'rope~iy taxes, penalties and interest 
In licu of tax contracts 
Sales Tax 
Other tax 
Pennits, licences and fees 
Fines, forfeits and penalties 
Insurance 
Interest 
Other govcrnmeiltal agencies 
Grants and Private contributions 
Other ~niscellaneous 

Total revenues 

Expend~tures 
Current 

General govcnlment 
Publ~c sarety 
Publlc works 
Culture and recreation 
Adm~n~stratlon and geneial 

Capltal Outlay 
Deit Service- 

Principal retirement 
Intercst and fiscal chal-ges 
lssuance Costs 
Total expenditures 

Excess (Deficiencv) of Revenues 

Fiscal Year 
2003 2004 2005 

Other Financing Sources (Uses) 
Bonds issued 1,545,000 1,640:000 
Transfers in 516,820 646,172 627,550 
Transfers out (1,706,027) (41,300) (1,607,548) 
Total Other Financing Sources and Uses 355,793 604.872 660.002 

Net Change in Fund Balance $ 2,937 $ (696,548) $ (338,660) 

Debt service as a percentage of 
non-capital expenditures 27.1% 26.1% 26.4% 

( I )  Thc requirement for statistical data is tci~ years; only nine years are available at this time. 



SCHEDULE V 

Fiscal Year 
2008 2009 



CITY OF NEDERLAND: TEXAS SCI-IEDULE VI 
ASSESED VALUE AND ESTIMATED ACTUAL VA1,UE OF TAXABLE PROPERTY 
L4ST 'TEN FISCAL YEARS 

FISCAL 
YEAR 

Source: 
Note: 

701-AI, 
ESTIMATED MARKET VALUE LESS: TAXABLE 

'TAX ROLL RESIDENTIAL COMMERCIAL INDUSTRIAL TAX-EXEMPT ASSESSED 
YEAR PROPERTY PROPERTY PROPERTY PROPERrY VALUE 

Jefferson County Appraisal District 
Property in JefCerson County is reassessed once every two years 

TOTAL 
DlRECT 

TAX RATE 



CITY OF NEDERLAND, TEXAS S('HEI>Ul.L: VII 
PKOI'tR'I'Y TAX RATES- DIRECT AND OVERL.AI'I'1NG (i0VI:RNMENTS 
L.ast 'Ten 1:iscal Years 

City Direct Katcs 
Ilcbt 

1:iscaI Maintenailcc Bc Service 'I'iital 1)ircct 
Ycar Operations Rate Rate Rdtc 

Overli~pping Rates 

Jefferson Ncderland Drainage Navigation 
Count) ISD District #7 J)istrict 

Source: Jcffcrson County Tax Oitice 

Notc: The City estahlishes tax rates based on values established by thc Jeffersoil County Appraisal District 
An cffcctivc tax rdtc is calculated as the tax rate which would raise the same amount of revenue as the 
previous year. Qualified voters may petition for an election to limit the tax rate Lo no more than eight 
percent ahove the effective tax rate. 



CITY OF NEDERLAND, TEXAS Schedule VIU 
PRINCIPAL PROPERTY TAXPAYERS 
Cun-ent Year and Nine Years Ago 

Fiscal Year 2002 Fiscal Year 201 1 
Percent of I'ercent of 

Assessed Estimated Assessed Estimated 
'TAXPAYER Valuation Actual Value Valuation Actual Value 

Philpott Ford, Inc. 

Mid Jefferson County Fiospital 

Wal-Mart Stores, Inc 

Southwestern Bell 

<;tiff States Utilities Co. 

Edward Hughes 

Megas Constantine 

Hertz Equipment Rental Corp. 

Wentworth Nederland I 1.P 

M & E Food Mart, Inc. 

Albanese Ncderland LLC 

JAG Nederland Properties LTD 

Fivepoint Federal Credit Union 

Nederland Avenue Apartinei~ts 

Total 

Source: Jefferson County Appraisal District 

Notes: 

Total taxable value including real and personal properly for tax year 2001 (tiscal year 2002) is $570,920,360 
Total taxable value including real and personal property for tax year 2010 (fiscal year 201 1) is $944,890,584 



CITY OF NEDERLAND Schedule IX 
I'ROPEKi'Y TAX LEVII?S AND (:OI.I.EC~IONS 
LASr TEN FISCAL YEARS 

COLLECTEII WI'I'IIIN TIHE 'SOTAI. COLLECTIONS 
FISCAL YEAR OF LEVY TO DATE 

FISCAL YEAR TAXES COLIRCTIONS 
ENDED LEVIED FOR PERCIZN-TAGE IN SUBSEQUENT PERCENT'AGE 

SEPTEMBER 30; FISCAI. YEAR AMOUNT OF LEVY YEAR AMOLWT OF LEVY 

Sourcc: Jefferson County Appraisal District and JeErerson County Tax Office 



CI r Y  OF NEDERLAND, TEXAS Schedule X 

RAT IOS 01 OUTSTANDING DEBT BY TYPE 
1-AS I TtN FlSCAl YLARS 

Business-type 
Govern~nental Activities Activities 

Total Percentage 
Fiscal Ccrtilicates of Tax General Water & Sewer Primary oiPersona1 
Ycar Obligaiioli Notes Obligation Bonds Revenue Bonds Governinent Income 

NlA 
NIA 
NIA 
NIA 

5.42% 
4.23% 
5.16% 
4.17% 
3.88% 
4.48% 

Per Capita 

Notes: Details regarding the City's outstanding debt can be  found in the notes to  the financial statements. 
Population data can be found in Schedule XVI 



CI'I'Y OF NEDEIILAND, 'I'EXAS Schedule XI 
RATIOS OF GENERAL BONDED DEBT OUTSTANDING 
LAST TEN FISCAL YEARS 

Percentage of 
Estimated 

Fiscal 

Year 

Notes: 

General Bonded Debt Outstanding Actual Taxable 
Certificates of Tax General Value of Per 

Obligation Notes Obligation Bonds Total Property Capitzd 

Details regarding the City's outstanding debt can be found in the notes lo  the financial statements 
Population data can be found in Schedule XVI 



CITY OF NEI)ERI,AND, TEXAS SCHEDULE XI1 
SCHEDlJLE OF DIRECT AND OVERLAPPING BONDED DEBT 
AL.1, DIRECT AND OVERLAI'PING GOVERNMENTS 
SEPTEMBER 30.201 1 
(INAUDITED 

Debt 
Governmental Unit Outstanding 

Ilcbl repaid with propcsty taxes 

Nederland Independent School District $8,845,000 

Jefferson County, Texas 60,770,000 
Jefferson County Drainage District #7 

Subtotal overlapping debt 

City direct debt 

'I OTAL 

Estimated Estimated Share 

Percentage of Direct and 
Applicable ( I )  Overlappiilg Debt 

Notes: Overlapping governmelits are those that coincide, at least in part, with the geographic boundaries 

of the City. This sched~~le estimates the portion of the outstanding debt of those overlapping 
governments that is borne by the residents and businesses of Nederland. This process recognizes 

that, when considering the City's ability to issue and repay long-term debt, the e~itire debt burden 
borne by the reside~its and businesses should be taken into account. I-lowever. this does not imply 
that every taxpayer is a resident and therefore respotisible for repaying the debt of each overlapping 
government. 

(1)I:or debt repaid with property taxes, the percentage of overlapping debt applicable is estimated 

using applicable percentages and were estimated by determining the portion of another govern- 
mental unit's taxable assessed value that is within the City's boundaries and dividing it by each 
unit's total taxable assessed value. 



CITY OF NEDERLAND, TEXAS Schedule XI11 
DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT 
AS OF SEPTEMBER 30.201 1 

Governmental Unit 

Debt repaid with property taxes; City 

Estimated 
Estimated Share of 

Debt Percentage Overlapping 
Outstanding Applicable Debt 



CITY OF NEDERLAND. TEXAS 

LEGAL DEBT MARGIN INFORMATION 
LAST TEN FISCAL YEARS 
(AMOUNTS EXPRESSED IN THOUSANDS) 

Debt Margin Calculation for Fiscal Year 2011 
Assessed valiie 
Debt Limit (25% of assessed value) 

Debt applicable to limit: 
General Obligation Bonds 
Lcss: amoutit set aside for repay~netit 

of general obligation debt 
Total net debt applicable to limit 

Debt Margin 

Debt liinit 

Total net debt applicable to limit 

Legal debt tnargi~i 

Legal debt margin as a perceiitagc 
of the debt limit 

Note: There is no debt liinit established by law; tilerdore, the l i ~ i~ i t  is governed by the City's ability to levy 
and collect taxes to scrvice the debt. The Attortley General of the State of Texas will not approve 
more that1 $1 .OO of the lax rate For debt service. The City's inaxirnum legal tax rate is $2.00 per 
$100 valuatioti assessed at 100% of market value. Twenty-five percent ofthe assessed value has 
bee11 applied as a "rule of thumb" procedure. 



Schedule XIV 



CITY OF NEDERLAND, TEXAS Schedule XV 
PLEDGFD-REVENUE COVERAGE 
LAST 'YEN FISCAL YEARS 

Water Revenue Bonds 
Water & Sewer 

Charges for Less: Operating Net Available 
F~scal Year Services Expenses Revenue Principal Interest Coverage 

Notes: Details regarding the Ciry's outstanding dcbt can be found in the notes to the financial statements. 
Operating expenses do not include interest, depreciation, or amortization expenses. 



ClTY OF NEDERIdAND. TEXAS Schedule XVI 

DEMOGRAPHIC AND ECONOMIC STA'I ISTICS 

LAST TEN CALENDAR YEARS 

Pcrsolial Per 

Income Capita 
Calendar (amounts expressed Persolla1 Median School Uliemploymerit 

Year Population in thousands) lnco~ne Age Enrolllneiit Rate 

NIA 

NIA 

NIA 

355,548 

422,815 

409,487 

410,741 

471,230 

456,753 

459,679 

NIA 

NIA 

NIA 

5,122 

4,986 

5,188 

5,073 

5,024 

4.898 

4.999 

Sources: U.S. Census Bureau, State and local economic devclopmelit entities 

Notes *Medium age o~ily available in census years 

** Local uncmployiiient rate is no longer available, the rate reported is area wide 

NIA-Data not available 

NIA 

NIA 

NIA 

3.70% 

3.00% 

3.70% 

4.50% 

5.00% 

5.00% 

** 11.4% 



CITY OF NEDERLAND, TEXAS Schedule XVlI 
I'RINCIPAL EMPLOYERS 
CURRENT YEAR 

Employer 

Nederland independent School District 
Philpott Motors 
Mid Jefferson Extended Care I-Iospilal 
Time Warner 
City of Nederla~ld 
Iluponl 
JI< Chevrolet 
Sun Oil Co. 
llnocal 
Air Liquide 

Source: Nederland Economic Develop~neilt Corporati011 

Note: I-listorical Informat~on not available. 

201 1 
Percentage of Total 

Employees City Employment 



CITY OF NEUEIILAND, TE,XAS Schedule XVlIl 
FULL-TIME EQUIVALENT CITY GOVERNMENT EMPLOYEES BY FUNCTIONIPROGRAM 
LAST TEN FISCAL YEARS 

General government 
City manager 
Finance 
Personnel 

Public safety 
Police 

Fire 
Dispatch 

Public worlcs 
Inspections 2 2 2 2 2 - 7 2 2 - 7 2 
Public works adininistration 2 2 2 2 2 - 7 2 2 2 2 

Streets 10 10 8 8 8 8 8 8 8 8 
City shop 3 3 2 2 2 2 2 2 2 2 

Culture and recreation 
Parks and recreation 4 3 3 3 3 3 3 3 3 3 
Libray 4 4 3 3 3 3 3 4 4 4 

Water and sewer 
Water treatment 6 6 6 6 6 6 6 6 6 6 
Water utility billi~~glcollections 6 h 6 4 4 4 4 4 4 4 

Wastewater treatmenta 5 5 
Water and sewer distr~bution 12 12 9 9 10 10 10 10 10 10 

Solid Waste 7 7 6 7 7 7 7 7 7 7 

Total 115 114 100 99 100 101 104 105 106 106 

Source F mince Departinent 

Notes: A full-time employee (except for firefighter) is scheduled to work 2,080 hours pel- year (including vacation and 
sick leave.) Firefighters are scheduled to work 2,912 hours per year including vacation, sick and Kelly days.) 
Full-time equivalent employment is calculated by dividing total laboi- hours by 2.080 for employees other than 
firefighters and 2,912 for firefighters. 

"he wastewater treatment operation was contracted in 2004. 



CITY OF NEDERLAND, TEXAS 

OPERATING INDICATORS BY FUNCTIONIPROGRAM 
L-AS'I TEN CALEI\'I)AI< YEARS 

Gencrai government 
Building permits issued 

Public safety 
Police 

Physical arrests 
Traffic violations 
Dispatch calls for service 
Offcnse r-eports filled 

Fire 
Fire runs 
EMS & other non-fire runs 

NIA 465 354 
NIA 1,684 1,315 

14,653 14,260 12,893 
2,45 1 2,243 2,171 

Library 
Total volumes bonawed 119,543 115,379 107,993 

Water and sewer 
Number of co~mectio~ls 
Water mam breaks 
Average daily consurnptlorl (thousands of gallons) 
Peak daily consumption (thousands of gallons) 

Solid waste 

Refuse collected average yards per day (compacted) 126.340 106.230 91.800 

Refuse collected avcragc yards per day (non-compacted) 78.350 106.400 112.670 

Source: City Depallments 
Note: NIA - Data not available 

* Chai~ge in method of connection count per TCEQ 



Schedule XIX 



CITY OF NEDERLAND, TEXAS Schedule XX 
CAPITAL ASSET STATISTICS BY FIjNCTTON 
LAST I1,N FISCAL YEAI1S 

Police 
Stations 
Pah.01 units 

Fire stations 
l'ublic works 

Slreels (lane miles) 
Traffic signals 

Parks and recreation 
Parks 
Swimming pools 

Water and sewer 
Water mains (miles) 
Sewer mains (miles) 
Fire hydrants 

175 175 
NIA 7 

103.96 103.96 
93.67 93.67 

NIA NIA 

103.96 
93.67 

NIA 

103.96 103.96 103.96 103.96 103.96 
93.67 93.67 93.67 93.67 93.67 

NIA 407 407 407 407 

Source City Departments 
Note: NIA - Data not available 



CITY OF NEDERLAND. TEXAS Schedule XXI 
lndustrlal Contracts 

2006-2007 Fiscal Year 

Air 1.1q:ride America Corporation 
[inion Oil of Califor~iia 
Sun Pipeline Company 
rota1 

2007-2008 Fiscal Year 

Air Liquide America Corporation 
Union Oil of California 
Sun Pipeline Company 
Total 

2008-2009 Fiscal Year 

Air Liquide A~nerica Corporation 
Iimo~i Oil of California 
Sun Pipcline Company 
l olal 

2009-2010 Fiscal Year 

Air Liquide America Corporation 
Union Oil of California 
Sun Pipeline Company 
Total 

2010-2011 Fiscal Year 

Air Liquide America Corporation 
Union Oil of California 
Sun Pipeline Company 
Total 

2006 
Assessed raxable 
Valuat~on Value Paymelits 

$ 40.010.060 $ 28.188.679 $ 193.092 
32,807,580 24,447,445 167,465 

105,568.520 71,680,220 49 1.009 
$ $ 178.386.16(L 124.3 16.344 85 1.566 

2007 
Assessed 'Taxable 
Valuation Valne Payments 

2008 
Assessed Taxable 
Valuatio~i Value 

2009 
Assessed Taxable 
Valuation Value 

2010 
Assessed Taxable 
Valuation Value 

Payments 

Payments 



J. R. Edwards b Associates. LLC 

March 22,2012 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTIIER MATTITRS BAR6ED ON AN AUDIT OF &71NANCIAl. 
A T I  P R O  IN ACCORDANCE Wl TH Q;OVERNMENTAL 
AUr,l?2NG S;cilNI)ARDS 

'The Honorable Mayor and City Council 
City of Nederland, Texas 

We have audited the financial stateinents of the governmental activities, business-type 
activities, the aggregatc discretely presented component units, each major fund, and the 
aggregate reinaining fund inforination of the City of Nederland, 'Iexas (the "City) as of and 
for the year ended September 30, 201 1, which collcctivcly comprise the City's basic 
financial statements, and have issued our report thereon dated March 22, 2012. We 
conducted our audit in accordance with auditing staildards generally accepted in the lJnited 
States of America and the standa~ds applicable to financial audits coi~tained in 
Governmental Audztcng Sfandavds, issued by the Comptroller General ofthe United States 

Internal Control Over Filzanciul Reporting 

Mailagcmeilt of thc City of Nederland, 'Sexas is responsible for establishillg and inaintaining 
effective internal control over financial reporting. In planning and performing our audit, we 
considered the City's internal control over financial reporting as a basis for designing our 
auditing procedures for the purpose of expressing our opinion on the financial stateinents, 
but not for the purpose of expressing an opinion on the effectivellcss of the City's internal 
control over financial reporting. Accordingly, we do not express ail opiniou on the 
eSfecliveness of the City's internal control over finalcia1 reporting. 

A dejciency in internal conlrol exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect misstatements 0x1 a timely basis. A nzatevial weakness is a 
significant deficiency, or cornbinatiol~ of deficiencies, in internal control such that there is a 
reasonable possibility that a material misstatement of the entity's financial statements will 
not be prevented, or detected and corrected on a timely basis. 

Our consideration of the internal control over financial reporting was for the limited purpose 
described in thc first paragraph of this section and was not necessarily designed to identify 
all deficiencies in the internal coiltrol over financial reporting that might be deficiencies, 
sigxlificant deficiencies, or material weaknesses. We did not identify any deficiencies in 
internal control over financial reporting that we coxlsider to be material weaknesses, as 
defined above. 

4349 Crow Road . Beauliiont, Texas 77706 
Phoiie (409) 924-9100 . Fax (409) 924-0990 



'flic IIonorablc Mayor and (:ity f:ouncil 
(lily oi'Neticrlantl, 'l'cxas 
M;u.cl~ 22. 201 2 

Compliance and Other Matters 

As part of'obtaini~ig reasonable assui-ance about whether the City's iinanciitl statcrnents are 
free of material misstatement, we pel-formed tests of its compliance with certain provisions 
of laws, regulations, contracts and grant agreements, noncompliance with which could have 
a direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an ob.jeetive of our audit 
and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance that are required to be reported under Government Auditing 
StandairJs. 

This report is intended solely for the information and we  ol' the City's Trustees and 
management, the l exas Education Agency, federal awarding agencies and pass-through 
entities and is not intended to be and should not be used by anyone other than these specified 
parties. 


