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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and
Members of the City Council
City of La Vernia

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund and the aggregate fund remaining information of the City of La Vernia, as of and for the year
ended September 30, 2024, and the related notes to the financial statements, which collectively comprise
the City’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, ‘each major fund
and the aggregate remaining fund information of the City of La Vernia, as of September 30, 2024, and the
respective changes in financial position and, where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

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

Responsibilities of Management for the Financial Statements

City of La Vernia’s management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

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

941 West Byrd Blvd., Suite 101 ® Universal City, Texas 78148
Phone: 210-658-6229 ® Fax: 210-659-7611 ¢ Email: info@avacpa.com ® www.avacpa.com
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Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:

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

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

e Obtain an understanding of internal control relevant to the ‘audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of City of La Vernia’s internal control. Accordingly, no such opinion
is expressed.

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

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

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

Required Supplementary Information

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



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise City of La Vernia’s basic financial statements. The supplementary information (as identified in
the table of contents) is presented for purposes of additional analysis and are not a required part of the
basic financial statements.

The supplementary information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare thebasic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. An our opinion, the supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Armstrong, Vaughan & Associates, P.C.
January 3, 2025



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the City of La Vernia’s annual financial report presents our discussion and analysis of the
City’s financial performance during the fiscal year ended September 30, 2024. Please read it in
conjunction with the City’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

The City’s total combined net position was $8.98 million at September 30, 2024, an increase of

$690 thousand from the year prior.

During the year, the City’s governmental expenses were $1.2 million less than the $4.1 million
generated in general and program revenues for governmental activities. The total cost of the City’s
governmental programs increased 15% from the prior years A significant portion of the increase

was for police personnel.

The general fund reported an unassigned fund balance this year of $1.9 million, an increase of $703

thousand.

Utility charges for services were less than 1% lower than the prior year and costs decreased 4%.
Decreases in maintenance offset other increases sewer treatment costs.

In 2024, the City issued $1.25 million in bonds for drainage improvements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of . three parts—management’s
discussion and analysis< (this section), the basic financial
statements, and required. supplementary information. The basic
financial statements “include two kinds of statements that present
different views of the City:

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

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

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

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

Figure A-1, Required Components of the

City’s Annual Financial Report

/
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The financial statements also include notes that explain some of the information in the financial

statements and provide more detailed data.

The statements are followed by a section of required

supplementary information that further explains and supports the information in the financial statements.
Figure A-1 shows how the required parts of this annual report are arranged and related to one another.



Figure A-2. Major Features of the City's Government-wide and Fund Financial Statements

expenditures & changes
in fund balances

Fund Statements
Type of Statements Government-wide Governmental Funds Proprietary Funds

Scope Entire City's government The activities of the city Activities the City

(except fiduciary funds) that are not proprietary or operates similar to private

and the City's component fiduciary businesses: utilities

units
Required financial » Statement of net position * Balance Sheet » Statement of net position
statements « Statement of activities « Statement of revenues, « Statement of revenues,

expenses & changes in
net position
sStatement of cash flows

Accounting basis

and measurement

Accrual accounting and
economic resources focus

Modified accrual

accounting and current

Accrual accounting and
economic resources focus

is received or paid

expenditures when goods
or services have been
received and payment is
due during the year or
soon thereafter.

[focus financial resources.focus
Type of Allassets and liabilities, Only assets expected to Allassets and liabilities,
asset/liabilitiy both financial and capital, be used up and liabilities both financial and capital,
information short-term and long-term that come due during the and short-termand long-
year or soon thereafter; term
no.capital assets included
Type of Allrevenues and Revenues for which cash Allrevenues and expenses
inflow/outflow expenses during year, is received during or soon during year, regardless of
information regardless-of when cash after the end oftthe year; when cash is received or

paid

Figure A-2 summarizes the major features of the City’s financial statements, including the portion of the
City government they cover and the types of information they contain. The remainder of this overview
section of management’s discussion and analysis explains the structure and contents of each of the
statements.

Government-Wide Statements

The government-wide statements report information about the City as a whole using accounting methods
similar to those used by private-sector companies. The statement of net position includes all of the
government’s assets and liabilities. All of the current year’s revenues and expenses are accounted for in
the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City’s net position and how it has changed. Net
position—the difference between the City’s assets and liabilities—is one way to measure the City’s
financial health.

e Over time, increases or decreases in the City’s net position are an indicator of whether its financial
health is improving or deteriorating, respectively.



To assess the overall health of the City, one needs to consider additional non-financial factors such
as changes in the City’s tax base.

The government-wide financial statements of the City include the Governmental activities. Most
of the City’s basic services are included here, such as general government, public safety, streets,
sanitation, municipal development, parks, and interest on long-term debt. Property taxes, sales
taxes and charges for services finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most significant
Jfunds—not the City as a whole. Funds are accounting devices that the City usesto keep track of specific
sources of funding and spending for particular purposes.

Some funds are required by State law and by bond covenants.

The City Council establishes other funds to control and manage money for particular purposes or to
show that it is properly using certain taxes and grants.

The City has the following kinds of funds:

Governmental funds—Most of the City’s basic services are included in governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and
out and (2) the balances left at year-end that are available for spending. Consequently, the
governmental fund statements provide a detailed skhort-term view that helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the City’s
programs. Because this information does not encompass the-additional long-term focus of the
government-wide statements; we provide additional information at the bottom of the governmental
funds statement, or-on the subsequent page, that explain the relationship (or differences) between
them.

Proprietary funds—Services for which the City charges customers a fee are generally reported in
proprietary-funds. Proprietary funds, like the government-wide statements, provide both long-term
and short-term financial information.



FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The City’s combined net position was $8.98 million at September 30, 2024. (See Table A-1).

Assets:

Current Assets
Other Assets
Capital Assets (net)
Total Assets

Deferred Outflows

Liabilities:

Current Liabilities
Long-Term Liabilities
Total Liabilities

Deferred Inflows

Net Position:

Net Investment in Capital Assets
Restricted

Unrestricted

Total Net Positon

Governmental Activities

e Sales tax continues to be the main funding source for governmental activities at $2.6 million. Tax
revenues overall increased 8%.

Table A-1
City's Net Position
Governmental Business-Type
Activities Activities Total

2024 2023 2024 2023 2024 2023
$ 6,477,262 $ 4,502,415 $ (277,088) $§ 97,741 $ 6,200,174 $ 4,600,156
- - 89,749 86,326 89,749 86,326
3,035,815 2,410,242 4,250,238 4,645,125 7,286,053 7,055,367
9,513,077 6,912,657 4,062,899 4,829,192 13,575,976 11,741,849
85,252 118,978 - - 85,252 118,978
269,833 128,543 445,077 467,740 714,910 596,283
1,443,735 217,218 2,469,446 2,716,629 3,913,181 2,933,847
1,713,568 345,761 2,914,523 3,184,369 4,628,091 3,530,130
54,244 41,552 - - 54,244 41,552
2,940,167 2,410,242 1,548,151 1,703,512 4,488,318 4,113,754
3,172,223 3,198,478 89,749 86,326 3,261,972 3,284,804
1,718,127 1,035,602 (489,524) (145,015) 1,228,603 890,587
$ 7,830,517 § 6,644,322 $ 1,148,376 $ 1,644,823 $ 8,978,893 $ 8,289,145

e Governmental expenses increased 15% to $2.9 million, mostly in police.
Governmental net position increased by $1.2 million.

Business-Type Activities

Revenues of the City’s utility business-type activities decreased $197 thousand for capital grants that
were not expected to continue. Charges for services decreased less than 1%. Operating costs decreased
4% as maintenance costs declined more than sewer treatment plant costs increased. The utility fund has

borrowed funds from the general fund to pay its obligations.



Table A-2
Changes in City's Net Position

Governmental Business-Type
Activities Activities Total
2024 2023 2024 2023 2024 2023

Program Revenues:

Charges for Services $ 863,144 $ 368,147 $ 1,499,138 $ 1,510,660 $ 2,362,282 $ 1,878,807

Grants and Contributions:

Operating 33,355 66,471 - - 33,355 66,471
Capital 105 - - 185,156 105 185,156

General Revenues:

Taxes 3,014,299 2,774,331 - - 3,014,299 2,774,331

Interest Earnings 126,530 76,492 1,012 1,496 127,542 77,988

Miscellaneous 79,203 63,864 - - 79,203 63,364
TOTAL REVENUES 4,116,636 3,349,305 1,500,150 1,697,312 5,616,786 5,046,617
Progam Expenses:
Code Enforcement 65,535 177,904 - - 65,535 177,904
General 584,260 477,244 - - 584,260 477,244
Municipal Development 285,642 191,052 - - 285,642 191,052
Municipal Court 58,038 68,786 - - 58,038 68,786
Police 1,495,817 1,219,012 - - 1,495,817 1,219,012
Public Works 246,441 265,808 - - 246,441 265,808
Parks 162,891 154,128 - - 162,391 154,128
Interest 31,817 - - - 31,817 -
Utility - - 1,996,597 2,090,127 1,996,597 2,090,127
TOTAL EXPENSES 2,930,441 2,553,934 1,996,597 2,090,127 4,927,038 4,644,061
Increase (Decrease) in

Net Position 1,186,195 795,371 (496,447) (392,815) 689,748 402,556
Beginning Net Position 6,644,322 5,848,951 1,644,823 2,037,638 8,289,145 7,886,589

EndingNet Position $ 7,830,517 $ 6,644,322 $ 1,148,376 $ 1,644,823 $ 8,978,893 $ 8,289,145

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

Revenues from governmental fund types totaled $4.1 million, an increase of 24% from the preceding
year. The increase was. primarily related to sales tax collections, a large school district permit and
expanded school resource officer activity with the school district. Expenditures increased from $2.7 to
$3.5 million. Part of the increase is in the police department to staff the expanded school resource officer
program. The other significant increase was for the 2023 street maintenance project.

Budgetary Highlights

The City’s actual expenditures in the general fund were $269 thousand less than budgeted amounts.
Revenues exceeded projections by $444 thousand, primarily from sales tax and permits. General fund
balance increased $703 thousand compared to an expected reduction of $9,500.

The Municipal Development District’s revenues were $130 thousand more than budgeted amounts (sales
tax), while expenditures were $49 thousand less than budgeted amounts. This led to a net increase in fund
balance of $179 thousand.



CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As of September 30, 2024, the City had invested $14.6 million in a broad range of capital assets,
including land, equipment, buildings, and vehicles. Significant additions for 2024 include the 2023 street

improvements and Vent street sidewalks. (See Table A-3.)

Table A-3
City's Capital Assets

Governmental Business-Type
Activities Activities Total
2024 2023 2024 2023 2024 2023
Land $ 209,198 $ 209,198 $ 3L1s8 +§ 31,158 $ 240356 $§ 240,356
Buildings and Improvements 399,934 384,269 14,000 14,000 413,934 398,269
Equipment 1,127,657 1,191,582 593,292 594,079 1,720,949 1,785,661
Infrastructure 2,523,514 1,915,649 9,471,572 9,471,572 11,995,086 11,387,221
Construction in Progress 234,890 31,426 25,300 - 260,190 31,426
Totals at Historical Cost 4,495,193 3,732,124 10,135,322 10,110,809 14,630,515 13,842,933

Total Accumulated Depreciation (1459378)  (1,321,882)  (5,885,084)  (5465684)  (7344462)  (6,787,566)

Net Capital Assets $ 3,035815 § 2,410,242 $.4,250,238  $ 4,645,125 $ 7,286,053 $ 7,055,367

More detailed information” about the City’s capital assets is presented in the notes to the financial
statements.

Long Term Debt
At year-end, the City had $3.9 million in bonds outstanding as shown in Table A-4. In 2024, $1.25

million in‘bonds were issued for drainage improvements. These bonds are to be repaid by property taxes.
More detailed information about the City’s debt is presented in the notes to the financial statements.

Table A-4
City's Long-Term Debt

Governmental Business-Type
Activities Activities Total
2024 2023 2024 2023 2024 2023
Bonds and Loans Payable $ 1,250,000 $ - $ 2,603,269 $§ 2,828,254 $ 3,853,269 § 2,828,254
Total Bonds & Notes Payable $ 1,250,000 $ - $ 2,603,269 $§ 2,828,254 $ 3,853,269 § 2,828,254




ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s budget for 2025 is based on a property tax rate increase from 0.1308 to 0.293091. Nearly all
of the increased rate will go to the debt service fund to service the 2024 certificates of obligation. The
general fund budget is balanced but expected to grow 10%. Employees are to receive a 5% cost of living
adjustment. Water and sewer rates will increase approximately 25% to cover the increasing cost of
operating the utility system. Drainage improvements are expected to continue from the 2024 bonds.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

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 demonstrate the City’s accountability for the money
it receives. If you have questions about this report or need additional financial information, contact City
Hall at (830) 779-4541.
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