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To the Honorable Mayor and City Council
City of Gilmer, Texas

110 Buffalo

Gilmer, Texas 75644

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
actlvities, each major fund, and the aggregate remaining fund information of the City of Gilmer, Texas ("the
City") as of and for the year ended September 30, 2017, and the related notes to the financial statements,
which collectively comprise the City's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or errar. .

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United Staies of America and the
standards applicable to financial audits contained in Government Auditing Slandards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstaterment.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due 1o fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the City's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the City's internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriatenass of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating
lhe overall presentation of the financial statements.

We believe that the audit evidence we have obtained fs suificient and appropriate to provide a basis for our
audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
tinancial position of the governmental activities, the business-type activilies, each major fund, and the
aggregate remaining fund information of City of Gilmer, Texas as of September 30, 2017, and the respeciive
changes in financial position, and, where applicable, cash flows thereof and the respective budget
comparison for the General Fund and the major special revenue funds for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of Matter
Change in Accounting Principle

As described in Note A to the financial statements, in 2017, City of Gilmer, Texas adopted new accotinting
guidance, Governmental  Accounting Standards Board Statement Neo. 77, Tax Abatememn

Disclostres. Our opinion is not modified with respect to this matter.
Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis, schedule of the City's proportionate share of the net pension lability, schedule of
change in the Gity's net pension liability and schedules of the City's pension contributions for two retirement
plans identified as Reguired Supplementary Information 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 fo be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of Inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management's responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Information

Cur audit was conducted for the purpose of forming opinions on the financial statemenis that collectively
comprise the City of Gilmer, Texas' basic financial statements. The introductory section and budgetary
comparison schedules are presented for purposes of additional analysis and are not required parts of the
basic financial statements.

The budgetary comparison schedules are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the audiling procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such informatien directly to the
underlying accounting and other records used to prepare the basic financial statements or 1o the basic
financial statemerds themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the budgetary comparison schedules are
fairly stated in all material respects in relation to the basic financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial siatements and, accordingly, we do not express an opinion or provide any assurance on them.




Other Reporting Required by Government Auditing Standards

in accordance with Governmeni Auditing Standards, we have also issued our repon
dated March 22, 2018 on our consideration of City of Gilmer, Texas' internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal conirol over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Slandards in  considering City of Gilmer,
Texas' internal control over financial reporting and compliance.

‘. gac/w? ¢ Qusocialas; P,
Karen A. Jacks & Associates, P.C.

Longview, Texas
March 22, 2618




City of Gilmer, Texas
Management’s Discussion and Analysis

For Year Ended September 30, 2017

As management of the City of Gilmet, we offer readers of the City’s financial statement this narrative overview and
analysis of the financial activities for the fiscal yeat ended September 30, 2017. We encourage readers to consider
the information presented here in conjunction with additional information in the City’s financial statements that

follow this section.

FINANCIAL HIGHLIGHTS

The City of Gilmer’s assets and deferted outflows of resources at September 30, 2017 totaled
$37,827,799 compared to its liabilities and deferted infiows of resources of $17,046,578; the
excess of assets over liabilities (net position) was $20,781,221. However, with the recognition of
net pension liability and the adjustments from deferred inflows and outflows related to pensions,
and the Civic Center expansion, total net position increased over last year by $1,738,509 or
9.13% compated to the net position at September 30, 2016.

Dating the year ended September 30, 2017, the City continued use of the Combined Tax and
Revenue Cettificates of Obligation Bonds, Series 2015 bond proceeds to fund the City’s
contractual obligations to be incurred in connection with constructing and improving the City’s
waterworks and sewer system including lift station improvements and expansion, and the
construction of a new water well; all of which will be completed in fiscal year 2018.

The culvert project, that was discovered duting the repaving project, was completed; at a cost of
$201,470. This project was funded by the 2015 Combined Tax and Revenue C/O Bonds, Series
2015.

‘The old police station was sold and net proceeds of $98,462 have been dedicated for future park
development projects.

The Civic Center expansion funded by the Civic Improvement Foundation in the amount of
$1,235,796.

The General Fund tevenues were $3,208,035 with expenditures of $3,640,258. There were also
net transfers into the General Fund from other funds of §402,510 and proceeds from sale of
assets of $129,462, which resulted in an increase of fund balance of §99,749. At September 30,
2017 the General Fund had 2 fund balance of $1,561,965.

OVERVIEW OF THE FINANCIAL STATEMEN'TS

'This discussion and analysis is intended to sexve as an introduction to the City’s basic financial statements. The
City’s basic financial statements ate comprised of three components: 1) government-wide financial statements, 2)
fund financial statements and 3) notes to the financial statements. This report also contains other supplementaty
information in addition to the basic financial statements themselves.
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Government-wide financial statements- The government-wide financial staternents are designed to provide
readers with a broad overview of the City’s finances, in a manner similar to a private-sector business.

The Staternent of Net Position presents information on all of the City’s assets and Habilities, with the difference
between the two reported as net position. Over time, incteases or decreases in net position may serve as a useful
indicator of whether the financial position of the City is imptoving or detetiorating,

The Statement of Activities presents infotmation showing how the City’s net position changed during the fiscal
year. All changes in net position are teported when the underlying event giving risc to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that
will only result in cash flows in future fiscal periods (e.g., uncollected taxes, carned but unused compensated
absences).

Both of the government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from functions that are intended to recover all ot a
significant portion of their costs through user fees and charges (business-type activities). The governmental
activities of the City include general government and administtation and public safety. The business-type activities
of the City include water and sewer, airport and sanitation operations.

Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain control over
resoutces that have been segregated for specific activities or objectives. The City, like other state and local
govetnments, uses fund accounting to ensure and demonsteate comphiance with finance-related legal requirements.
All of the funds of the City can be divided into two major categories — governmental funds and proprietary funds.

Governmental Funds- Governmental funds are used to account for essentially the same functions repotted as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on current sources and uses of spendable
resources as well as on balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government’s near-tertn financing requirements.

Because the focus of governmental funds is natrower than that of the government-wide financial statements, it is
useful to compare the information ptesented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the govetnment’s near-term financing decisions. Both the Governmental Funds Balance
Sheet and the Governmental Fund Statements of Revenues, Expenditures, and Changes in Fund Balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City repotts two majot governmental funds. Information is presented separately in the Govetnmental Fund
Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balances
for the General and the Civic Center funds. Data from the othet non-majot funds are combined into a single,
aggrepated presentation.

Proprietary Funds- The City maintains three types of proptietary funds. Proptictary funds are used to teport the
same functions presented as business-type acdvities in the government-wide financial statements. The City uses
proprietary funds to account for its water and sewer, airport and sanitation operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide sepatrate information for the Water & Sewer and Sanitation
funds since they are considered to be majot funds of the City. The Airport fund is also included as a Proprietary
fund but is maintained separately.
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Notes to the Financial Statements- The notes provide additiopal information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted eatliet, net position may serve over time as a useful indicator of government’s financial position. In the
case of the City of Gilmer, assets and defetred outflows of resources exceeded liabilities and deferred inflows of
tesources by $20,781,221, as of September 30, 2017, an increase of §1,738,509 from the previous year.

The latgest portion of the City’s net position, 85%, reflects its investment in capital assets {e.g,, land, building,
equipment, improvements, construction in progress and infrastructure), less any debt used to acquire those assets
that is still outstanding, The City uses these capital assets to provide service to citizens; consequently, these assets
ate not available for futute spending. Although the City’s investment in its capital assets is reported net of related
debt, it should be noted that the tesoutces needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

CITY OF GILMER’S NET POSITION

Governmental Activities Business-Type Activities Total
2016 2017 2016 2017 2016 2017

Current and othes assets § 2833453 § 3,210,947 $ 3159462 § 3119004 § 5992915 §  4,329951
Capital assets 11,560,829 12,794,017 18,000,395 17,709,723 29,561,224 30,503,740

T'otal assets 14,394,282 16,004,964 21,159,857 20,828,727 35,554,139 36,833,691
Defersed outflows related o pensions 540,514 457,303 107,813 97,022 648,327 554,525
Loss on defeasance of debt - - 476,827 439,783 476,827 439,783

Total deferred outflows of resources 540,514 457,303 584,640 536,805 1,125,154 994,108
Current liabilitics 621,948 761,543 909,632 1,075,715 1,531,580 1,837,258
Noncureent lisbilitics, due in more than one year 6,612,116 6,422,779 9,405,761 8,786 430 16,017,877 15,209,200

Total liabilites 7,234,064 7,184313 10,315,393 9,862,145 17,549 457 17,046,458
Deferred inflows related fo pensions 72,313 98 14,811 22 87,124 126
Net position:
Capital assets 6,702,490 7,955,663 5,907,504 9,636,185 12,609,994 17,591,848
Restricted 1,501,965 1,465,125 109,518 109,835 1,611,483 1,574,960
Untestricted (576,036) (142,932) 5,397 271 1,757,345 4,821,235 1,614,413

‘Lotal net position § 7628412 § 9277856 $ 11414293 § 11503365 § 19042712 § 20,781,221

Analysis of the City’s Operations- Overall the City had an increase in net position of $1,738,509. Governmental
activities increased the net position by $1,649,437 and net position from business-type activities increased by
$89.,072.

In fiscal year 2012, the City of Gilmer was awatrded a grant from the Texas Department of Transportation. The
grant ptoceeds, along with local matching funds, are to be used to acquire land for the City’s airport. In. fiscal year
2015, work began on the project.

Duting fiscal years 2015 and 2016, the City recognized the full amount of the grant, $667,083 as an inkind
contribution to land acquisiion costs in connection with this project. However, during the current audit, it was
determined that only $24,445 of grant proceeds wete earned during those years. The $642,638 reflects a prior petiod
adjustment in the Airport Enterprise Fund to propery adjust the financial statements for previously ovetstated
consttucton in progress and related investment in capital asset account balances resulting from this errot.
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The following table provides a summary of the City’s operations for the yeats ended September 30, 2017 and 2016.

CITY OF GILMER’S CHANGES IN NET POSITION

Governmental Activities Business-I'ype Activities Total
2016 2017 2016 2017 2016 2017
REVENUES:
PROGRAM REVENUES:
Charges for services $ 386407 3 421,763 § 2840434 § 3018087 3,226,841 3,439,850
Operating grants & contributions 1,831 1,686 - 8,563 1,831 10,249
Capital grants & contsibutions 100,000 1,468,902 600,503 214,573 700,503 1,683,475
GENERAL REVENUES:
Property taxes, levied for general purposes 1,182,129 1,243,227 - - 1,182,129 1,243,227
Property taxes, levied for debt services 604,413 571,462 - - 604,413 571,462
Sales raxes 1,069,030 1,100,982 - - 1,069,030 1,100,982
Sales taxes for Economic Development 533,044 548,972 - - 533,044 548,972
Franchise fecs 318,245 319,980 - - 318,245 319,980
Other taxes 61,625 56,213 - - 61,625 56,213
Penalty and interest 24188 21,520 - - 24,188 21,520
Miscellancous revenue 62,740 72,395 - - 62,740 72,395
Investment earnings 23,074 17,858 11,719 13,273 34,793 31,131
Loss/ Gain on sale of equipment - 80,277 (563,485) 56,231 (563,485) 130,508
Transfers in {out) 64,628 74,834 (64,628) (74,834 - -
TOTAL REVENUES 4,431,354 6,000,071 2,824,543 3,235,803 7,255,897 9,235,964
EXPENSES:
Legistative 31,401 35,905 - - 31,401 35,905
Municipal court 99,089 106,526 - - 99,08% 100,526
Executive/administration 439,895 387,609 - - 430,895 387,609
Community development 180,719 167,866 - - 180,719 167,866
Financial administration 183,968 198,223 - - 183,968 198,223
Police 1,476,138 1,598,693 - - 1,476,138 1,598,693
Fire protection 674310 640,257 - - 674,310 640,257
Highways and streets 899,680 518,517 - - 899,680 518,517
Parks - 43,253 - 43,253
Lake - 10,100 - 10,100
Civic center 185,372 191,787 - - 185,372 191,787
Non departmental 193,396 246,708 - - 193,396 246,708
Interest & fiscal agent fees 210,818 211,190 - - 210,818 211,190
Water & sewer - - 1,754,049 1,745,905 1,754,049 1,745,905
- Sanitation - - 644,852 669,563 644,852 669,563
Airport - - 72,915 88,715 72,915 88,715
TOTAL EXPENSES 4,574,786 4,350,634 2,471,816 2,504,183 7,046,602 6,854,817
CHAMNGES IN NET POSITION (143,433 1,649,437 352,727 731,710 209,295 2,381,147
NET POSTITON - BEGINNING 7,771,851 7,628,419 11,061,566 11,414,293 18,833,417 19,042,712
PRIOR PERIOD ADJUSTMENT - - - (642,638) - {642,638}
NET POSITION - ENDING § 7628419 § 9,277,856 § 11414293 $ 11,503,365 § 19042712 § 20,781221
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Graphic presentations of selected data from the summaty tables are displayed below to assist in the analysis of the
City’s governmental activities.
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For the year ended September 30, 2017, revenues from governmental activities totaled $6,000,071. Property tax,
sales tax, and charges for setvices are the City’s largest revenue source. Property tax receipts increased with no
change in the city’s adopted tax rate from the prior year. This increase is attributed to the rise in local property tax

valuations. Sales tax receipts also incteased due to the continued economic tecoverty at the local, state, and national
levels.
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For the yeat ended September 30, 2017, expenses for governmental activities totaled $4,350,634. This teptesents a
decrease of $224,152 or 4.9% from the prior year. The City’s largest functional expense is public safety of
$2,238,950 which increased $88,502 or 4.11% from the prior yeat. This increase is due in part, to 2 general increase
in salaties and wages. General govetnment increased $22,222 or 2.23% primarily due to non-departmental cost
increases.

Business-Type Activities - Revenues
and Expenses

4,000,000
3,000,000
2,000,000
1,000,000

Fxpenses Revenues

Business-type activities are shown comparing operating costs to revenue generated by related setvices.

For the year ended September 30, 2017, charges for services by business-type activities totaled $3,018,087. This is an
increase of $177,653 or 6.25% from the previous yeat. Grants and contributions decreased by $377,367.

Total expenses increased slightly by $32,367 or 1.3% from the previous year.

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

Governmental funds- The focus of the City of Gilmer’s governmental funds is to provide information on neat-
term inflows, outflows, and balances of spendable tesoutces. Such information is useful in assessing the City’s
financing requirements. In particular, unteserved fund balance may setve as 2 useful measuare of a govetnment’s net
resources available for spending at the end of the fiscal year.

At the end of the current fiscal yeat, the City of Gilmer’s governmental funds reported combined ending fund
balances of $2,673,753 which is an inctcase of $253,652. from last fiscal yeat’s balance of $2,420,101. Of the current
balance, $990,025 constitutes unrestricted fund balance. The remainder of the fund balance is restricted by statute
or its providers, such as bondholders ($974,592), consteuction ($330,026) or has been assigned by the City to
express intent for a narrower purpose than general government obligations ($369,181) and to indicate that it is not
available for new spending because it has already been obligated for debt service or other restricted purposes, or
assigned a specific City initiative.

15




Proprietary funds- The City’s ptoprietaty fund statements provide the same type of information found in the
government-wide financial statements, but in mote detail. Unrestricted net assets of the respective proprietary funds
are Water and Sewer- $1,416,101 Sanitation- $185,775 and Airport $155,470.

CAPITAL ASSETS

The City of Gilmer’s investment in capital assets for its governmental and business-type activities as of September
30, 2017 amounts to $29,267,944 (net of accumulated depteciation). This investment in capital assets includes land,
infrastructure, buildings, improvements, machinery & equipment and construction in progress.

Capital Assets at Year-end
Net of Accumulated Depreciation

Governmental Activitics Business-Type Activitics Total
2016 2017 2016 2017 2016 2017
Land $ 6,330,697 § 6,419,591 § 4525164 § 4525164 $ 10,855,861 § 10944755
Infrastructure 1,875,280 1,600,698 8,020,056 7,973,345 9,895,336 9,574,043
Buildings 2,534,774 2,406,698 714,849 698,555 3,249,623 3,105,253
Improvements, other than buildings - - 3,738,332 3,593,015 3,738,332 3,593,015
Machinery & equipment 801,078 853,280 245,781 201,740 1,046,859 1,055,020
Construction in progress 19,000 1,513,750 66,013 717,904 85,013 2,231,654
Fotal §  11560,829 § 12,794,017 $ 17,310,195 § 17,709,723 $ 28,871,024 § 30,503,740
DEBT ADMINISTRATION

At the end of the cutrent fiscal year, the City of Giltmer had total long-term debt of $14,036,500. Of this amount,
$1,583,750 comptises bonded debt backed by the full faith and credit of the government, $56,500 is a note payable
backed by the full faith and credit of the government, while §7,320,000 represents bonds secured solely by water
and sewer revenues and $1,531,250 represents Combination Tax and Revenue Certificates of Obligation which ate
secured by tax receipts as well as water and sewer revenue. The remainder amount of $3,545,000 does not constitute
an obligation of the City of Gilmet, but is reported herein as an obligation of its component unit, Gilmer Economic
Development Corporation.
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Outstanding Debt at Year End

Bonds and Notes Payable
Governmental Activities Business-Type Activitics Total
2016 2017 2016 2017 2016 2017
General Obligation Bonds $ 1,705,772 § 1,583,750 3 - $ - § 1705772 % 1,583,750
Revenuc Bones Payable - - 7,820,000 7,320,000 7,820,000 7,320,000
Notes - 56,500 - - - 56,500
Tax & Revenue CO - ; 1,649,228 1,531,250 1,649,228 1,531,250
Premium (discount) on issuance of debt 36,831 33,482 261,120 239,528 297,951 273,010
Sub-total 1,742,603 1,673,732 9,730,348 9,090,778 11,472,951 10,764,510
Sales & Tax Revenuc Bonds 3,700,000 3,545,000 ; - 3,700,000 3,545,000
Premium (disconat) on issuance of debt {17,932) (16,869) - - {17,932} {16,869)
Sub-total 3,682,068 3,528,131 - - 3,682,668 3,528,131
Total § 5424671 §  5201,863 $ 9730348 § 9,090,778 § 15155019 § 14292641

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City’s elected and appointed officials considered many factors when setting the fiscal year 2017-2018, budget
and rates. Sales tax receipts had shown an increase in fiscal year 2016-2017 over the previous three years; howevet,
the revenue was still budgeted conservatively. The city sales tax rate is 1.5%. Of that rate, .5% is allocated fox
cconomic development and the remainder for general government. In addition, 85% of the EDC sales tax is
appropriated for debt service of Lake Gilmer with the remainder allocated for capital projects. The city collected
taxes on beer and wine sales but the total for the year was not material. The property tax rate for 2017-2018
remained the same at the 2016-2017 rate of $.629523/§100.

REQUEST FOR INFORMATION
The financial report is designed to provide our citizens, customers, investors, and creditors with a general overview

of the City’s finances. 1f you have questions about this report or need any additional information, contact the City’s
business office at City of Gilmer, 110 Buffalo, Gilmer, Texas, 75644.
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CITY OF GILMER, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2017

ASSETS:
Cash and cash equivalents
Investments
Receivables:
Taxes
Accounts
Notas
Other
Internal balances
Prepaid expenses

Capital assets (net of accumulated depreciation):

Land

Construction in progress

Infrastructure

Buildings and improvements

Furniture and equipment
Total Assets

DEFERRED QUTFLOWS OF RESOURCES:

Deferred outflows related fo pensions
Loss on defeasance of debt

Total deferred outflows of resources

LIABILITIES:
Accounts payable
Accrued wages
Other liabilities
Accrual for compensated absences
Accrued interest payable
Unearned revenue
Customer deposits
Noncurrent ligbilities:

Due within one year

Due in more than one year
Net pension liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES:

Deferred inflows related to pensions

Total deferred inflows of resources

NET POSITION:
Net investment in capital assets
Restricted For:
Debt service
Capital projects
Other purposes
Unrestricted
Total net pasition

The accompanying notes are an integral part of this statement.
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EXHIBIT A-1

Governmental Business-type
Activities Activities Total

2,339,090 $ 1,114,248 $ 3,453,338
962,723 895,281 1,858,004
291,931 -- 291,931
- 417,327 417,327
21,629 - 21,629
214,862 2,850 217,712

(629,217) 629,217 -

9,928 60,081 70,010
6,419,591 4,525,164 10,944,755
1,613,750 717,904 2,231,654
1,600,698 11,566,360 13,167,058
2,406,698 698,555 3,105,253

853,280 201,740 1,055,020
16,004,964 20,828,727 36,833,691
457,303 97,022 554,325
- 439,783 439,783
457,303 538,805 994,108
277,153 213,187 490,340
39,450 9,735 49,185
10,233 - 10,233
96,118 27,900 124,018
39,571 75,365 114,936
4,500 1,200 5,700

- 117,877 117,977
294,518 630,351 924,869
4,907,345 8,460,426 13,367,771
1,515,425 326,004 1,841,429
7,184,313 9,862,145 17,046,458
98 22 120

98 22 120
7,955,663 9,636,185 17,591,848
939,379 109,835 1,049,214
330,026 - 330,026
195,720 - 195,720
{142,932) 1,757,345 1,614,413
9,277,856 $ 11,503,365 $ 20,781,221




CITY OF GILMER, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
PRIMARY GOVERNMENT:
Governmental Activities:
Legistative $ 35,905 % R $ - $ -
Municipal court 100,526 - -- =
Executive/administration 387,609 - - -
Community development 167,866 23,434 -- -
Financial administration 198,223 -- -- -
Police 1,598,693 225177 1,686 -
Fire protection 640,257 131,742 - -
Highways and streets 518,517 - - 233,106
Parks 43,253 -- - --
Lake 10,100 -~ - --
Civic center 191,787 41,410 -~ 1,235,786
Non-departmental 246,708 - - -
Interest and fiscal agent fees 211,190 -- -- --
Total Governmental Activities 4,350,634 421,763 1,686 1,468,802
Business-type Activities:
Water and sewer 1,745,905 2,167,331 - -=
Sanitation 669,563 777,915 - -
Airport 88,715 72,841 8,563 214,573
Total Business-type Activities 2,504,183 3,018,087 8,563 214,573
Totat Primary Government $ 6,854,817 $ 3,439,850 % 10,249 § 1,683,475

General Revenues:

Property taxes levied for general purposes
Property taxes levied for debt service
Sales taxes

Sales taxes for Economic Development
Franchise fees

QOther taxes

Penalty and interest

Investment sarnings

Miscellaneous

Gain on sale of assets
Transfers in (out)

Total General Revenues and Transfers

Change In Net Position
Net Position - Beginning
Prior period adjustment
Net Position - Ending

The accompanying notes are an integral part of this statement.

22




EXHIBIT A-2

Net (Expense) Revenue and Changes in Net Position

Governmental Business-type
Activities Activities Total
$ {35,905) $ {35,805}
(100,526) {100,526)
(387,609) (387,609)
(144,432) (144,432)
(198,223) (198,223)
{1,371,830) {1,371,830)
{508,515) (508,515)
{(285,411) (285,411)
{43,253) (43,253)
{10,100} (10,100
1,085,418 1,085,419
{245,708) (246,708)
{211,190} {211,190)
{2,458,283) {2,458,283)
- $ 421,426 421,426
- 108,352 108,352
-- 207,262 207,262
- 737,040 737,040
{2,458,283) 737,040 (1,721,243)
1,243,227 - 1,243,227
571,462 - 571,462
1,100,982 - 1,100,982
548,972 - 548,972
319,980 - 319,980
56,213 - 56,213
21,520 - 21,520
17,858 13,273 3t,131
72,385 - : 72,395
80,277 56,231 136,608
74,834 {74,834) --
4,107,720 (5,330) 4,102,390
1,649,437 731,710 2,381,147
7,628,419 11,414,253 19,042,712
- {642,638) (642,638)

$ 9,277,866 § 11,503,365 $ 20,781,221
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EXHIBIT A-3

CITY OF GILMER, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 80, 2017

Other Tofal 3
General Civic Center Giovernmental Governmental |
Fund Fund Funds Funds
ASSETS AND OTHER DEBITS: |
Cash $ 1,883,536 % 73,316 & 282,238 $ 2,339,080
investments 208,603 - 754,120 962,723
Receivables:
Taxes 291,931 -- -~ 291,931
Due from other funds -- - 51,040 51,040
Notes receivable - - 21,629 21,629
Other receivable 15,409 -- 135,450 154,859
Prepaid expenditures 9,923 - - 9,929
TOTAL ASSETS $ 2513408 % 73,316 $ 1,244,477 % 3,831,201
LIABILITIES, DEFERRED INFLOWS AND FUND BALANCE:
LIABILITIES:
Accounts payable $ 80,638 § 57614 $% 138,900 $ 277,153
Due to other funds 680,257 - - 680,257
Unearned revenue 4,500 -- - 4,500
Other liabilities 1,833 8,400 -- 10,233
Accrued wages 38,505 945 - 39,450
Accrual for compensated absences 4,660 146 -- 4,806
TOTAL LIABILITIES 810,394 67,105 138,900 1,016,399
DEFERRED INFLOWS OF RESOURCES:
Deferred properiy tax revenue 141,049 -- - 141,049
TOTAL DEFERRED INFLOWS OF RESOURCES 141,048 - - 141,049
FUND BALANCE:
Nonspendable 9,929 - - 8,929
Restricted for debt service e e 974,592 974,592
Restricted for canstruction 330,026 -~ -- 330,026
Restricted for other purposes 58,525 6,211 130,985 195,721
Assigned 173,460 - -- 173,460
Unassigned 990,025 -- - 990,025
TOTAL FUND BALANGCE 1,561,965 6,211 1,105,577 2,673,753
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANGCE $ 2513408 § 73,316 § 1,244477 & 3,831,201

The accompanying notes are an integrai patt of this statement.
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CITY OF GILMER, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

SEPTEMBER 30, 2017

Total fund balances - governmental funds balance sheet

Amounts reported for governmental activities in the Statement of Net Position
{"SNP") are different because:

Capital assets used in governmental activities are not reported in the funds.

Property taxes receivable unavailable to pay for current period expenditures ara deferred in the funds.
Payables for bond principal which are not due in the current periad are not reported in the funds.
Payables for bond interast which are not due in the current period are not reported in the funds.

Payables for notes which are not due in the current period are not reported in the funds.

Payables for compensated absences which are not due in the current period are not reported in the funds.

Court fines receivable unavailable to pay for current period expenditures are not reported in the funds.
Unamortized discounts on issuance of bonds are not reported in the funds.

Recognition of the City's proportionate share of the net pension liability is not reported in the funds.
Deferred Resource Inflows related to the pension plan are not reporied in the funds.

Deferred Resource Quiflows related to the pension plan are not reported in the funds.

Bond premiums are amortized in the SNA but not in the funds.

Net position of governmantal activities - Statement of Net Position

The accompanying notes are an integral part of this statement.

25

EXHIBIT A-4

$ 2,673,753

12,794,017
141,049
(5,128,750}
(39,571)
(56,500)
(91,312)
60,003
16,869
(1,515,425)
(98)
457,303

(33,482)

$ 9,277,856




CITY OF GILMER, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

iN FUND BALANCES - GOVERNMENTAL FLNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVEMUES:
Property taxes
Penalty and interest
Sales tax
Franchise fees
Other taxes
Fines and jorfeitures
Licenses and permits
Intergovernmental revenue and granis
Investment income
Rents and royalties
Donations
Grant revenue
Other revenus

TOTAL REVENUES

EXPENDITURES:
Legislative
Municipal court
Executive/administration
Community development
Finangcial administration
Police
Fire protection
Highways and streets
Parks
Lake
Givic center
Non-depattmental
Debt setvice -principal
-Interest
-fees
TOTAL EXPENDITURES
Excass {Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES):
Sale of assets
Loan proceeds
Transfers in

Transfers out
TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCES

FUND BALANCE - BEGINNING
FUND BALANGE - ENDING

The accompanying notes are an integral part of this statement.

EXHIBIT A-5

Other Tatal
General Civic Center Governmental Governmental
Fund Fund Funds Funds
$ 242910 $ -- $ -~ 571462 % 1,814,372
21,520 -- - 21,520
1,100,982 - 548,972 1,649,954
319,980 - - 319,980
56,213 - - 56,213
216,939 -- 14 216,953
23,784 - - 23,784
122,954 - - 122,954
11,048 1 6,811 17,858
5,518 27,282 6,000 38,800
- 1,235,796 - 1,235,796
1,686 -- 233,106 234,792
84,503 2,610 -- 87,113
3,208,035 1,265,689 1,366,365 5,840,089
30,005 - -- 30,005
84,075 - -- 84,075
316,674 -- -~ 316,674
140,512 -= - 140,512
163,758 = - 163,758
1,339,236 - 1,355 1,340,581
638,413 - -- 638,413
542,318 - 281,403 823,721
128,459 -- - 128,459
10,100 e -- 10,100
- 1,431,960 -- 1,431,960
246,708 - - 246,708
- - 277,022 277,022
- - 212,185 212,185
- = 3,050 3,050
3,640,258 1,431,960 775,015 5,847,233
(432,223) (166,271) 591,350 (7,144)
129,462 - - 129,462
- 56,500 - 56,500
631,290 115,601 48,297 795,188
(228,780) - (491,574) {720,354)
531,972 172,101 (443,277) 260,796
99,749 5,830 148,073 253,652
1,462,216 381 957,504 2,420,101
$ 1,561,965 & 6211 & 1,105,577 $ 2,673,753
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EXHIBIT A-6

CITY OF GILMER, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF AGTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Net change in fund balances - total governmental funds $ 253,652

Amountis reported for governmental activities in the Statement of Activities
{"SOA") are different because:

Capital outlays are not reported as expenses in the SOA. 2,029,907
The depreciation of capital assets used in governmental activities is not reporied in the funds. (747,533)
The gain on the sale of capital assets Is not reported in the funds. 80,277
Al proceeds from the sale of capital assets are reported in the funds but not in the SOA. (129,462)
Certain property tax revenues are deferred in the funds. This is the change in these amounts this year. 317
Repayment of bond principal is an expenditure in the funds but is not an expense in the SOA. 277,022
(Increase) decrease In accrued interest from beginning of period to end of period. 1,760
Compensated absences are reported as the amount earned in the SOA but as the amount paid in the funds. (4,890)
Revenues in the SOA for court fines not providing current financial resources are not reported in the funds. 4,554
Proceeds of long-term debt is recognized as other financial resources in the funds but not revenue in the SOA, {56,500)
Bond premiums are reported in the funds but not in the SOA. 3,348
Bond discounts are reported in the funds but not In the SOA. (1,063}
Pension expense relating to GASB 68 is recorded in the SOA but not in the funds. (61,952)
Change in net position of governmental activities - Statement of Activities $ 1,649,437

The accompanying notes are an integral part of this statement.
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CITY OF GILMER, TEXAS
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET {GAAP BASIS) AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVENUES:
Property taxes
Penalty and interest
Sales tax
Franchise fees
Other taxes
Fines and forfeitures
Licenses and permits
Intergovernmental revenue and grants
Investment income
Rents and royaliies
Grant revenue
Other revenue

TOTAL REVENUES

EXPENDITURES:
Legislative
Municipal court
Executive/administration
Community development
Financial administration
Police
Fire protection
Highways and streets
Parks
Lake
Non-departmental
TOTAL EXPENDITURES
Excess {Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SQURCES (USES):
Sale of assels
Transfers in
Transfers out
TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING
FUND BALANCES - ENDING

The accompanying notes are an integral part of this statement.

EXHIBIT A-7

Variance with

Final Budget
Budgeted Amounis Pasitive
Original Final Actual (Negative)
1,239,295 $ 1,239,295 $ 1,242910 §$ 3,615
17,000 17,000 21,520 4,520
1,071,875 1,071,875 1,100,982 29,107
300,400 300,400 319,980 19,580
53,000 53,000 56,213 3,213
235,100 235,100 216,939 {18,161}
23,800 23,800 23,784 {16}
64,445 122,445 122,954 509
9,225 9,225 11,046 1,821
5,700 5,700 5,518 {182}
- - 1,686 1,686
16,800 77,362 84,503 7,141
3,036,640 3,155,202 3,208,035 52,833
31,169 31,169 30,005 1,164
85,265 85,265 84,075 1,180
311,440 398,902 316,674 82,228
161,032 161,032 140,512 20,620
163,885 166,268 163,758 2,510
1,436,588 1,454,106 1,339,236 114,870
603,507 653,809 638,413 15,398
345,899 661,004 542,318 118,686
53,157 141,551 128,459 13,092
10,000 10,000 10,100 (100)
276,856 285,574 246,708 38,866
3,546,283 4,116,155 3,640,258 475,897
(509,643) {960,953) {432,223) 528,730
-- 119,462 129,482 10,000
788,389 1,145,038 631,290 (513,748)
{184,829) {1,547,991) {228,780) 1,319,211
603,560 {283,491) 531,972 815,463
93,817 {1,244,444) 99,749 1,344,193
1,462,216 1,462,216 1,462,216 -
1,556,138 § 217,772 ¢ 1,561,965 $ 1,344,193
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CITY OF GILMER, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
SEPTEMBER 30, 2017

ASSETS:
Current assets:
Cash and cash equivalents
Investments
Receivables ( net of allowances for uncollectibles)
Other receivahles
Prepaid expenses
Due from other funds
Total current assets
MNoncutrent assets:
Restricted assets:
Cash and cash equivalents

Capital assets:

Land

Caonstruction in progress

Land improvements

Infrastructure

Buildings

Equipmeni and furniture

Less accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:
Deferred outflows refated to pensions
Loss on defeasance of debt

TOTAL OUTFLOWS OF RESOURCES

LIABILITIES:

Current liabilities:
Accounts payable
Wages payable
Accrual for compensaled absences
Accrued interest payable
Unearned revenue
Customer deposits
Bonds, notes, and loans payable

Total current liabilities

Noncurrent liabilities:
Bonds, notes, and loans payabie
Net pension liability
Total noncurrent Habilities
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:
Deterred inflows related to pensions
TOTAL DEFERRED INFLOWS OF RESOURGES

NET POSITION:
Net investment in capital assets
Restricted for debt service
Unrestricied
TOTAL NET POSITION

EXHIBIT A-8

Total
Water & Sewer Sanitation Airport Enterprise
Fund Fund Fund Funds
$ 831,668 & 66,437 3 98,418 § 996,521
895,281 - - 895,281
289,125 128,202 = 417,327
- - 2,850 2,850
5,018 -- 55,062 60,081
577,455 51,762 - 629,217
2,598,548 246,401 156,328 3,601,277
117,727 = - 117,727
4,266,667 230,484 28,013 4,525,164
452,328 - 265,576 717,904
3,558,647 .- 1,553,244 5,111,801
14,242,667 - - 14,242,667
129,125 -- 815,817 944,942
683,857 - 128,914 812,771
(8,048,366} - {597,250) (8,645,616)
15,402,652 230,484 2,194,314 17,827,450
18,001,200 476,885 2,350,642 20,828,727
96,861 161 -- 87,022
439,783 - -- 439,783
536,644 161 -~ 536,805
152,332 80,247 608 213,187
8,735 - - 9,735
27,800 -- -~ 27,900
75,365 - - 75,365
1,200 - - 1,200
117,727 - 250 117,977
630,351 -- - 630,351
1,014,610 60,247 858 1,075,715
8,460,426 - - 8,460,426
325,464 540 - 326,004
8,785,850 540 - 8,786,430
9,800,500 60,787 8568 9,862,145
22 -~ - 22
27 -- - 22
7,211,386 230,484 2,194,314 9,636,184
109,835 - = 108,835
1,416,101 185,775 155,470 1,757,346
$ 8,737,322 % 416,259 $ 2,349,784 § 11,503,365

The accompanying notes are an integral part of this statement.
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CITY OF GILMER, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND GHANGES
IN FUND NET POSITION - PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

OPERATING REVENUES:
Charges for water services
Charges for sewer services
Charges for sanitation services
Penalties
Rents and royaliies
Licenses and permits
Other revenue

Total Operating Revenues

OPERATING EXPENSES:
Salaries and employee benefits
Contractual services
Utilities
Repairs and maintenance
Supplies and other expenses
Insurance
Depreciation

Total Operating Expenses

Operating Income (Loss)

NON-OPERATING REVENUES (EXPENSES):

Interest and investment revenue
Operating grants
Capital granis
Insurance proceeds
Gain on disposition of assets
Interest expense
Debt issuance costs and fees
Total Non-operating Revenues (Expenses)

Income bafore Transfers

Transfers in
Transfers out

Change in Net Position
Total Net Position - Beginning

Prior period adjusiment
Total Net Position - Ending

The accompanying notes are an integral part of this statement.

EXHIBIT A-8

Total
Water & Sewer Sanitation Airpori Enterprise
Fund Fund Fund Funds
$ 1,298,861 % -- $ - $ 1,298,861
767,670 -- - 767,670
- 767,220 - 767,220
31,790 10,407 - 42,197
14,400 -- 72,391 86,791
3,600 - -- 3,600
12,363 288 450 13,104
2,128,684 777,915 72,841 2,979,440
573,069 (3,581) - 569,488
64,052 667,350 5,669 737,071
130,050 - 9,180 139,230
187,493 - 11,080 198,673
71,110 - 1,364 72,474
29,902 -- 3,317 33,219
394,306 -~ 58,105 452 411
1,449,982 663,769 88,715 2,202,466
678,701 114,147 (15,874) 776,974
12,634 412 227 13,273
- - 8,563 8,563
- - 214573 214,573
38,647 -- e 38,647
56,231 - - 56,231
(285,516) - - (285,516)
(16,201} -- - {16,201)
{194,205) 412 253 363 29,570
484,496 114,559 207,488 806,544
494 232 -- - 494,232
(467,147) {101,919) - {569,066)
511,581 12,640 207,489 731,710
8,225,741 403,619 2,784,933 11,414,293
-- - {642,638) (642,638)
$ 8,737,322 § 416,258 & 2,349,784 § 11,603,365
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CITY OF GILMER, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Cash Flows from Operating Activities:

Cash Received from Customers

Cash Payments to Employees for Services

Cash Payments to Other Suppliers for Gioods and Services
Net Cash Provided by Operating Activities

Cash Flows from Non-capital Financing Activities:
Operating Grants Received
Transfers From (To) Primary Government

Net Cash Provided (Used) by Non-capital Financing Activities

Cash Flows from Capital and Relaled Financing Actlivities:
Principal and Interest Paid
Acquisition ar Construction of Capital Assets
Proceeds from Sale of Capital Assets

Net Gash Used for Capital & Related Financing Activities

Cash Flows from [nvesting Activities:
Interest on Investments
Net Cash Provided by Investing Activities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Acliviiies:
Operating Income (Loss)
Adjustrmants to Reconcile Operating Income to Net Gash
Provided by Operating Activities
Depreciation
Change in Assets and Liabilities:
Decrease (Increase) in Receivables
Decrease (Increase) in Prepaid Expenses
Increase (Decrease) in Accounts Payable
Increase (Decreass} in Accrued Wages Payable
Increase (Decrease} in Pension Liabilities
Total Adjustments
Net Cash Provided (Used) by Operating Activities

The accompanying notes are an integral part of this statement.

EXHIBIT A-10

Water & Sewer  Sanifation Airport
Fund Fund Fund Total

$ 2,147,929 & 774,541 § 72,991 § 2,995,461
{533,265) {2,213) - (535,478)
{331,231) (668,149) (32,574) (1,031,954}

1,283,433 104,179 40,417 1,428,029

- - 8,564 8,664
373,983 (86,816) - 287,177

373,993 (86,816) 8,564 295,741
{908,221) - - (908,221)
(639,876) - - (639,876)

97,386 - - 97,386
{1,450,711} - - (1,450,711)

9,921 412 227 10,560

9,921 412 227 10,560

216,636 17,775 49,208 283,619

615,032 48,662 49,208 712,902

$ 831,668 $ 66,437 $ 98,416 $ 996,521

% 684,496 § 108,352 § (15874) % 776,974

394,308 - 58,105 452,411

19,245 (3.374) 150 16,021

5,903 - (2,031) 3,872

145,473 (7989) 67 144,741

5,394 - - 5,394

28,616 - - 28,616

598,937 {4,173) 56,291 651,055

$ 1,283,433 § 104,179 % 40,417 § 1,428,029
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CITY OF GILMER, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENBED SEPTEMBER 30, 2017

A.  Summary of Significant Accounting Policies

The combined finrancial stalements of Cily of Gilmer, Texas (the "City") have been prepared in conformity with
accounting principles applicable to governmental units which are generally accepted in the United Stales of
America. The Governmental Accounting Standards Board ("GASB") is the accepted standard seiting body for
establishing governmental accounting and financial reporting principles.

1.

Reporting Entity

The City's basic financial statemenis include the accounts of ali iis operations. The City evaluated whether any
olher entity should be included in these financial slatements. The criteria for including organizations as
component units within the City's reporting entity, as set forth in Section 2100 of GASB's "Codifications of
Governmental Accounting and Financlal Reporting Standards”, include whether:

- the organization is legally separate (can sue and be sued in its name)

- the City holds the corporate powers of the organization

- the City appoints a voting majority of the organization's board

- the City is able io impose its will on the organization

- the organization has the potential to impose a financial benefitburden on the City

- there is fiscal dependency by the organization on the City

- the exclusion of the organization would result in misleading or incomplete financial statements

The City also evaluated each legally separate, fax-exempt organization whose resources are used principally to
provide support to the City to defermine i Hls omission from the reporing entity would result in financial
statements which are misleading or incomplete. The GASB Codification requires inclusion of such an
organization as a component unit when: 1) The economic resources received or held by the organization are
eniirely or almost entirely far the direct benefit of the Gity, its component units or its constituents; and 2) The City
or its component units is entitled to, or has the ability to otherwise access, a majority of the economit resources
received or held by the organization; and 8) Such economic resources are significant to the City.

Based on these criteria, the following is a brief review of the component unit addressed in defining the
government's reporting entity.  Additionally, the City is not a component unit of any other reporting entity as
defined by the GASB Codification.

Blended Component Unit

The Economic Development Corporation has been determined to be a blended component unit of the Gity.
The board of the Economic Developmant Corporation (EDC) is appointed by the City Council. The EDC is
funded by a one-half cent sales tax te promote economic growth in the City. It is included in the financial
statements as a special revenue fund {Economic Development Fund). There are no separate financial
statemenis issued. All sales fax revenues produced by the EDC are pledged to debt service on Sales Tax

Revenue Bonds.
Basis of Presentation, Basis of Accounting

a. Basis of Presentation

Government-wide Statements: The statement of net position and the statement of activities include the
financial activities of the overall govemment. Eliminations been made to minimize the double-counting
of internal activities. These statements distinguish between the governmental and husiness-type activilies
of the City. Governmental activiies generally are financed through taxes, intergovernmental revenues,
and other nonexchange transactions. Business-lype activities are financed in whole or in part by fees
charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for the
different business-type activities of the City and for each function of the City's governmental activities.

32




CITY OF GILMER, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Direct expenses are those that are specifically associated with a program or function and, therefore, are
clearly identifiable to a partticular function. The City does not allocate indirect expenses in the statement
of activities. Program revenues include (a) fees, fines, and charges pald by the recipients of goods of
services offered by the programs and (b) grants and contributions that are restrcted to meeting the
operational or capital requirements of a particutar program. Revenues that are not classified as program
revenues, including all taxes, are presented as gensral revenues.

Fund Financial Statements: The fund financial statements provide information about the City's funds,
with separate statements presented for each fund category. The emphasis of fund financial statements Is
on major governmental and enierprise funds, each displayed in a separate column. Al remaining
governmental and enterprise funds are aggregated and reported as nonmajor funds.

Propristary funds disfinguish operating revenues and expenses from honoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations. The principal operating revenues of
the proprietary fund are charges to customers for sales and services. Operating expenses for proprietary
funds include the cost of sales and services, administrative expenses, and depreciation on capitat assets.
All revenues and expenses not meeting those definitions are reported as nonoperating .revenues and
expenses.

The City reports the following major governmental funds:

General Fund. This is the Gity's primary operating fund. It accounts for all financial resources of the
City except those required to be accounted for in another fund.

fhe Civic Center Fund is a special revenue fund that accounts for the revenue and expenditures
related to the operations of the Civic Center.

The City reports the following major proprietary funds:

The Water and Sewer Fund is used to account for the sale of water and wastewater treatment by the City
to businesses and residential customers and to surrounding communities.

The Sanitation Fund accounis for residential and commercial solid waste collections and disposal
services for the Gity.

The Airport Fund accounts for the operation of the Gilmer-Upshur County Alrport.
b. Measurement Facus, Basis of Accounting

Govemmentwide and Proprietary Fund Financial Statements: These financial statements are reported
using the economic resources measurement focus. The government-wide and proprietary fund financial
statements are reported using the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash flows take
piace. Nonexchange transactions, in which the City gives {or receives) value without directly receiving (or
giving) equal value in exchange, include property taxes, granis, entittemenis, and donafions. On an
accrual basis, revenue from property axes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants, entitlements, and donations is recognized in the fiscal year In which all eligibility
requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method, revenues
are recognized when measurable and available. The City considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty days after year-end.
Revenues from local sources consist primarily of property taxes. Properly tax revenues and revenues
received from the State are recognized under the suscepiiblesto-accrual concept.  Miscellaneous
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revenues are recorded as revenue when received in cash because they are generally not measurable until
actually received. Investment earnings are recorded as earned, since they are both measurable and
available. Expenditures are recorded when the related fund liability is incurred, except for principal and
interest on gensral long-term debt, claims and judgments, and compensaled absences, which are
recoghized as expenditures io the extent they have malured. General capital asset acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions
under capital leases are reported as other financing sources.

3. Financial Statement Amounts

d.

Cash and Cash Equivalents

For purposes of the statement of cash flows, highly liquid investmenis are considered to be cash equlivalents if they
have a maturity of three months or less when purchased.

Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for alt real
and business personal property in conformity with Subtitle E, Texas Property Tax Code. Taxes are due on
receipt of the tax bill and are delinquent if not paid before February 1 of the year following the year in
which imposed. On January 1 of each year, a tax lien aitaches to property to secure the payment of all
taxes, penalties, and inferest uitimately imposed. Property tax revenues are considered avalilable
when they become due or past due and receivable within the current period.

The City may assess penalties and interest. The assessment ratio of the City is 100% of market value.
The assessed value for the roll of October 1, 2016, upon which the 2017 fiscal-year levy was based, was
$280,523,163. The tax assessment of October 1, 2016 sels a tax levy at $.629523 per $100 of assessed
valuation at 100% of assumed market value. The 2017 fiscal year tax levy was $1,822,615.

Taxes were due in January following the October 1 statement date. Tax collections during the fiscal
year ended September 30, 2017, for the fiscal 2016 tax levy were 96.85% of the total tax levy for that
year.

Delinguent taxes as of September 30, 2017, were $302,781.

Allowances for uncellectible tax receivables are based upon historical expetience in collecting property
taxes. Uncollectible personal property taxes are periodically reviewed and written off, but the City is
prohibited from writing off real property taxes without specific statutory authority from the Texas
Legislature. The allowance for uncollectible taxes at September 30, 2017 is $161,732,

Inventories and Prepaid ltems

The Clty rtecords purchases of supplies as expendiiures, utilizing the purchase method of
accounting for inventory.

Certain payments to vendors refioct costs applicable to future accounting periods and are recorded as prepaid
items.

Capital Assets

Capital assets, which include land, land improvements, buildings, furniture and equipment, and
infrastructure assets are reported in the applicable governmental or business-type activiies columns in
government-wide financial staterents and in the fund financial statements for proprietary funds. Al
capital assets are valued at historical cost or estimated historical cost if actual historical cost is not
available. Donated assels are valued at their estimated fair value on the date received. The costs of
normal maintenance and repairs that do not add to the value of the asset or materially extend lives are
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not capitalized.

Assets capitalized have an orginal cost of $5,000 or more and an estimated lfe In excess of one
year. Daepreciation has been computed on each class of depreciable property using the
straight-line method. Estimated useful lives are as follows:

Estimated

Asset Class Useful Lives
Infrastructure 25-50
Buildings 10-60
Land improvemenis 60 - 100
Machinery and equipment 5-12
Heavy equipment 16-20
Vehicles 4-7
Computer equipment 3-5

e. Receivable and Payable Balances

The City believes that sufficient detall of receivable and payable balances is provided in the financial
statemenis to avoid the obscuring of significant components by aggregation. Therefore, no disclosure is provided
which disaggregates those balances.

There are no significant receivables which are not scheduled for collection within one year of year end.

f. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the Fiduciary Net Position of the
Texas Municipal Retiretnent Systern (TMRS) and additions o or deductions from TMRS's Fiduciary Net
Position have been determined on the same basis as they are reported by TMRS. For this purpose, plan
contributions are recognized in the period that compensation is reported for the employee, which is when
contributions are legally due. Benefit payments and refunds are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

a. Deferred Outflows and Inflows of Resources

In addition to assels, the statements of financial position {the government-wide and proprietary fund
Statement of Net Position and governmental funds balance sheet} will sometimes report a separate
section of deferred outflows of resources. This separaie financial statement element, deferred outflows
of resolrces, represenis a consumption of net position and/or fund balance that applies to ohe or mare
future periods and so will not be recognized as an outflow of resources (expense/expenditure) until then.

In addition to liabiliies, the stalements of financlal position will sometimes report & separate section for
deferred inflows of rescurces. This separate financial statement element, deferred inflows of resources,
represenis an acquisition of net position that applies to one or more future periods and so will not be
recognized as an inflow of resources (revenue) until that time.

h. Compensated Absences

Accumulated vacation leave that is expected to be liquidated with expendable avaifable financial
resources Is reported as an expenditure and a fund liability of the governmental fund that will pay for it.
Accumulated vacation leave of proprietary funds is recorded as an expense and a liability of those funds
as the henefits accrue to empioyees. Mo [lability is recorded for nonvesting accumulating rights to
receive sick pay benefits.
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