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Independent Auditors' Report 

To the Honorable Mayor and City Council 
City of Gilmer, Texas 
11 OBuffalo 
Gilmer, Texas 75644 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, 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 error. 

" 
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 States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, 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 misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the 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 appropriateness of accounting policies 
used and the reasonableness of significant accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 

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

In our opinion, the financial statements referred to above 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 City of Gilmer, Texas as of September 30, 2017, and the respective 
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 accounting 
guidance, Governmental Accounting Standards Board Statement No. 77, Tax Abatement 
Disclosures. 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 liability, schedule of 
change in the City's net pension liability and schedules of the City's pension contributions for two retirement 
plans identified as Required 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 to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in accordance 
with auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency 
with management's responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City 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 auditing procedures applied in the audit of the basic financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the 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 statements and, accordingly, we do not express an opinion or provide any assurance on them. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report 
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 control 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 Standards in considering City of Gilmer, 
Texas' internal control over financial reporting and compliance. 

Karen A. Jacks & Associates, P.C. 

Longview, Texas 
March 22, 2018 
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City of Gilmer, Texas 

Management's Discussion and Analysis 

For Year Ended September 30, 2017 

As management of the City of Gilmer, we offer readers of the City's financial statement this narrative overview and 
analysis of the financial activities for the fiscal year 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 deferred outflows of resources at September 30, 2017 totaled 
$37,827,799 compared to its liabilities and deferred inflows 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% compared to the net position at September 30, 2016. 

• During the year ended September 30, 2017, the City continued use of the Combined Tax and 
Revenue Certificates of Obligation Bonds, Series 2015 bond proceeds to fund the City's 
contractual obligations to be incurred in connection with constrncting and improving the City's 
wate1works and sewer system including lift station improvements and expansion, and the 
construction of a new water well; all ofwhich will be completed in fiscal year 2018. 

• The culvert project, that was discovered during the repaving project, was completed; at a cost of 
$201,470. This project was funded by the 2015 Combined Tax and Revenue C/0 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 revenues 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 a fund balance of $1,561,965. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the City's basic financial statements. The 
City's basic financial statements are comprised of three components: 1) government-wide financial statements, 2) 
fund financial statements and 3) notes to the financial statements. This report also contains other supplementary 
information in addition to the basic financial statements themselves. 

10 



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

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

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

Both of the government-wide financial statements distinguish functions of the City that are principally supported by 
taxes and intergoverrunental revenues (governmental activities) from functions that are intended to recover all or a 
significant portion of their costs through user fees and charges (business-type activities). The governmental 
activities of the City include general government and administration 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 
resources that have been segregated for specific activities or objectives. The City, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. 
All of the funds of the City can be divided into two major categories - governmental funds and proprietaty funds. 

Governmental Funds- Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements. However, unlike the government-wide 
financial statements, governmental fund financial statements focus on 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-term financing requirements. 

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is 
useful to compare the information presented for governmental funds with similar info1mation presented for 
governmental activities in the government-wide financial statements. By doing so, readers may better understand 
the long-te1m impact of the government'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 reports two major governmental funds. Information is presented separately in the Governmental Fund 
Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balances 
for the General and the Civic Center funds. Data from the other non-major funds are combined into a single, 
aggregated presentation. 

Proprietary Funds- The City maintains three types of proprieta1y funds. Proprietaty funds are used to report the 
same functions presented as business-type activities in the government-wide financial statements. The City uses 
proprieta1y funds to account for its water and sewer, airport and sanitation operations. 

Proprietaty funds provide the same type of information as the government-wide financial statements, only in more 
detail. The proprieta1y fund financial statements provide separate information for the \v'ater & Sewer and Sanitation 
funds since they are considered to be major funds of the City. The Airport fund is also included as a Proprieta1y 
fund but is maintained separately. 
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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. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

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

The largest portion of the City's net position, 85%, reflects its investment in capital assets (e.g., land, building, 
equipment) improvements, constiuction 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 
are not available for fuhtte spending. Although the City's investment in its capital assets is reported net of related 
debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since the 
capital assets themselves cannot be used to liquidate these liabilities. 

CITY OF GILMER'S NET POSITION 
Gove.rnmental Activities 

2016 2017 

Business-Type Activities 

2016 2017 2016 

'Total 

2017 

Current and other assets 

Capital assets 
'l'otal assets 

2,833,453 
11,560,829 

14,394,282 

$ 3,210,947 

12,794,017 

16,004,964 

$ 3,159,462 

18,000,395 
21,159,857 

$ 3,119,004 
17,709,723 

20,828,727 

S 5,992,915 

29,561,224 
35,554,139 

$ 6,329,951 

30,503,740 

36,833,691 

Deferred outflows related to pensions 

Loss on dcfcasancc ofdebt 

Total deferred outflows of resources 

540,514 

540,514 

457,303 

457,303 

107,813 

476,827 

584,640 

97,022 

439,783 

536,805 

648,327 

476,827 
1,125,154 

554,325 

439,783 

994,108 

Current liabilities 
Noncurrcnt liabilities, due in more than one year 

Total liabilities 

621,948 

6,612,116 
7,234,064 

761,543 

6,422,770 
7,184,313 

909,632 

9,405,761 

10,315,393 

1,075,715 

8,786,430 
9,862,145 

1,531,580 

16,017,877 

17,549,457 

1,837,258 

15,209,200 

17,046,458 

Deferred inflows related to pensions 72,313 98 14,811 22 87,124 

Net position: 

Capital assets 
Restricted 

Unrestricted 

'l'otal net position 

6,702,490 
1,501,965 

(576,036) 

s 7,628,419 

7,955,663 
1,465,125 

(142,932) 
$ 9,277,856 

5,907,504 

109,518 

5,397,271 
$ 11,414,293 

9,636,185 
109,835 

1,757,345 

$ 11,503,365 $ 

12,609,994 

1,611,483 

4,821,235 
19,042,712 

17,591,848 

1,574,960 
1,614,413 

$ 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 fisc;J year 2012, the City of Gilmer was awarded a grant from the Texas Department of Transportation. The 
grant proceeds, 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. 

During fiscal years 2015 and 2016, the City recognized the full amount of the grant, $667,083 as an in-kind 
contribution to land acquisition costs in connection with this project. However, during the current audit, it was 
determined that only $24,445 of grant proceeds were earned during those years. The $642,638 reflects a prior period 
adjustment in the Airport Enterprise Fund to properly adjust the financial statements for previously overstated 
construction in progress and related investment in capital asset account balances resulting from this error. 
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The following table provides a summa1y of the City's operations for the years ended September 30, 2017 and 2016. 

CITY OF GILMER'S CHANGES IN NET POSITION 
Governmental Activities Busincss-'l'ypc Activities Total 

2016 2017 2016 2017 2016 2017 

REVENUES, 
PROGRAM REVENUES, 
Charges for se1vices $ 386,407 s 421,763 $ 2,840,434 $ 3,018,087 3,226,841 3,439,850 

Operating grants & contributions 1,831 1,686 8,563 1,831 10,249 

Capital grants & contributions 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 ta..-xcs, levied for debt services 604,413 571,462 604,413 571,462 

Sales taxes 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 fees 318,245 319,980 318,245 319,980 

Other taxes 61,625 56,213 61,625 56,213 

Penalty and interest 24,188 21,520 24,188 21,520 

Miscellaneous revenue 62,740 72,395 62,740 72,395 

Investment eainings 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) 136,508 

Transfers in (out) 64,628 74,834 (64,628) (74,834) 
TOTAL REVENUES 4,431,354 6,000,071 2,824,543 3,235,893 7,255,897 9,235,964 

EXPENSES, 
Legislative 31,401 35,905 31,401 35,905 

Municipal court 99,089 100,526 99,089 100,526 

Executive/administration 439,895 387,609 439,895 387,609 

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 674,310 640,257 674,310 640,257 

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 

CHANGES IN NET POSITION (143,432) 1,649,437 352,727 731,710 209,295 2,381,147 

NET POSITION - BEGINNING 7,771,851 7,628,419 11,061,566 11,414,293 18,833,417 19,042,712 

PRIOR PE!UOD ADJUSTMENT (642,638) (642,638) 

NET POSITION - ENDING $ 7,628,419 s 9,277,856 s 11,414,293 $ 11,503,365 s 19,042,712 s 20,781,221 
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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 services 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 increased due to the continued economic recoveiy at the local, state, and national 
levels. 
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For the year ended September 30, 2017, expenses for governmental activities totaled $4,350,634. This represents 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 year. This increase is due in part, to a general increase 
in salaries and wages. General government increased $22,222 or 2.23% primarily due to non-departmental cost 
mcreases. 

Business-Type Activities - Revenues 

and Expenses 

4,000,000 

3,000,000 

2,000,000 

1,000,000 I I 
Expenses Revenues 

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

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 year. 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 near
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the City's 
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. 

At the end of the current fiscal year, the City of Gilmer's governmental funds reported combined ending fund 
balances of $2,673,753 which is an increase of $253,652 from last fiscal year'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), construction ($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 
assigued a specific City initiative. 
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Proprietary funds- The City's proprieta1y fund statements provide the same type of information found in the 
government-wide financial statements, but in more detail. Unrestricted net assets of the respective proprietaiy funds 
are Water and Sewer- $1,416,101 Sanitation- $185,775 and Airport $155,470. 

CAPITAL ASSETS 

The City of Gilmet'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 depreciation). This investment in capital assets includes land, 
infrastructure, buildings, improvements, machinery & equipment and constmction in progress. 

Capital Assets at Year-end 
Net of Accumulated Depreciation 

Governmental Activities Business-Tree Activities Toml 

2016 2017 2016 2017 2016 2017 

Land s 6,330,697 s 6,419,591 s 4,525,164 s 4,525,164 s 10,855,861 s 10,944,755 

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 

Total s 11,560,829 s 12,794,017 $ 17,310,195 s 17,709,723 s 28,871,024 $ 30,503,740 

DEBT ADMINISTRATION 

At the end of the current fiscal year, the City of Gilmer had total long-term debt of $14,036,500. Of this amount, 
$1,583,750 comprises 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 are 
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 Gilmer, 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 

2016 2017 

Business-Tree Activities 

2016 2017 2016 

Total 

2017 

General Obligation Bonds 

Revenue Bones Payable 

Notes 
Tax & Revenue CO 
Premium (discount) on issuance of debt 

Sub-total 

$ 1,705,772 

36,831 

1,742,603 

$ 1,583,750 

56,500 

33,482 

1,673,732 

$ 
7,820,000 

1,649,228 

261,120 

9,730,348 

$ 
7,320,000 

1,531,250 

239,528 

9,090,778 

$ 1,705,772 

7,820,000 

1,649,228 

297,951 

11,472,951 

$ 1,583,750 

7,320,000 

56,500 

1,531,250 

273,010 

10,764,510 

Sales & Tax Revenue Bonds 3,700,000 3,545,000 3,700,000 3,545,000 

Premium (discount) on issuance of debt (17,932) (16,869) (17,932) (16,869) 

Sub-total 3,682,068 3,528,131 3,682,068 3,528,131 

Total $ 5,424,671 $ 5,201,863 $ 9,730,348 s 9,090,778 s 15,155,019 s 14,292,641 

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; however, 
the revenue was still budgeted conservatively. The city sales tax rate is 1.5%. Of that rate, .5% is allocated for 
economic 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. If 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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EXHIBIT A·1 

CITY OF GILMER, TEXAS 
STATEMENT OF NET POSITION 
SEPTEMBER 30, 2017 

ASSETS: 
Cash and cash equivalents 
Investments 
Receivables: 

Taxes 
Accounts 
Notes 
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 OUTFLOWS OF RESOURCES: 
Deferred outflows related to 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 liabilities: 

Due within one year 
Due in more than one year 

Net pension liability 
Total liabilities 

DE.FERRED INFLOWS OF RESOURCES: 
Deferred inflows related to pensions 

Total deferred inflows of resources 

NET POSITION: 
Net investment in capita! assets 
Restricted For: 

Debt service 
Capital projects 
Other purposes 

Unrestricted 
Total net position 

The accompanying notes are an integral part of this statement. 

Governmental 
Activities 

$ 2,339,090 
962,723 

291,931 

21,629 
214,862 

(629,217) 
9,929 

6,419,591 
1,513,750 
1,600,698 
2,406,698 

853,280 
16,004,964 

457,303 

457,303 

277,153 
39,450 
10,233 
96,118 
39,571 

4,500 

294,518 
4,907,345 
1,515,425 
7,184,313 

98 
98 

7,955,663 

939,379 
330,026 
195,720 

(142,932) 
$ 9,277,856 

Business-type 
Activities Total 

$ 1,114,248 
895,281 

$ 3,453,338 
1,858,004 

417,327 

2,850 
629,217 

60,081 

291,931 
417,327 

21,629 
217,712 

70,010 

4,525,164 
717,904 

11,566,360 
698,555 
201,740 

20,828,727 

10,944,755 
2,231,654 

13,167,058 
3,105,253 
1,055,020 

36,833,691 

97,022 
439,783 
536,805 

554,325 
439,783 
994,108 

213,187 
9,735 

27,900 
75,365 

1,200 
117,977 

490,340 
49,185 
10,233 

124,018 
114,936 

5,700 
117,977 

630,351 
8,460,426 

326,004 
9,862,145 

924,869 
13,367,771 

1,841,429 
17,046,458 

22 
22 

120 
120 

9,636,185 17,591,848 

109,835 

1,757,345 
$ 11,503,365 $ 

1,049,214 
330,026 
195,720 

1,614,413 
20,781,221 
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CITY OF GILMER, TEXAS 
STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED SEPTEMBER 30, 2017 

Functions/Programs 
PRIMARY GOVERNMENT: 
Governmental Activities: 

Legislative 
Municipal court 
Executive/administration 
Community development 
Financial administration 
Police 
Fire protection 
Highways and streets 
Parks 
Lake 
Civic center 
Non-departmental 
Interest and fiscal agent fees 
Total Governmental Activities 

Business-type Activities: 
Water and sewer 
Sanitation 
Airport 

Total Business-type Activities 
Tota! Primary Government 

Program Revenues 
Operating Capital 

Charges for Grants and Grants and 

Expenses Services Contributions Contributions 

$ 35,905 $ $ $ 
100,526 
387,609 
167,866 23,434 
198,223 

1,598,693 225,177 1,686 
640,257 131,742 
518,517 233,106 

43,253 
10,100 I 

191,787 41,410 1,235,796 II 
246,708 I'j211,190 

4,350,634 421,763 1,686 1,468,902 

i 
II 

1,745,905 2,167,331 
669,563 777,915 

88,715 72,841 8,563 214,573 

2,504,183 3,018,087 8,563 214,573 i
$ 6,854,817 $ 3,439,850 $ 10,249 $ 1,683,475 I 

I' 
General Revenues: ! 

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

I 
Sales taxes for Economic Development 
Franchise fees ~ 
Other taxes I 
Penalty and interest " 
Investment earnings j 
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. 
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EXHIBIT A-2 

Net (Expense) Revenue and Changes in Net Position 

Governmental Business-type 
Activities Activities Total 

$ (35,905) $ (35,905) 
(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) 

1,085,419 1,085,419 
(246,708) (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 31,131 
72,395 72,395 
80,277 56,231 136,508 
74,834 (74,834) 

4,107,720 (5,330) 4,102,390 

1,649,437 731,710 2,381,147 
7,628,419 11,414,293 19,042,712 

(642,638) (642,638) 

$ 9 277,856 $ 11 503 365 $ 20 781,221 
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EXHIBIT A-3 

CITY OF GILMER, TEXAS 
BALANCE SHEET- GOVERNMENTAL FUNDS 
SEPTEMBER 30, 2017 

General 
Fund 

ASSETS AND OTHER DEBITS: 
Cash $ 1,983,536 
Investments 208,603 
Receivables: 

Taxes 291,931 
Due from other funds 
Notes receivable 
Other receivable 19,409 
Prepaid expenditures 9,929 

TOTAL ASSETS $ 2,513,408 

LIABILITIES, DEFERRED INFLOWS AND FUND BALANCE: 
LIABILITIES: 

Accounts payable $ 80,639 
Due to other funds 680,257 
Unearned revenue 4,500 
Other liabilities 1,833 
Accrued wages 38,505 
Accrual for compensated absences 4,660 

TOTAL LIABILITIES 810,394 

DEFERRED INFLOWS OF RESOURCES: 
Deferred property tax revenue 141,049 

TOTAL DEFERRED INFLOWS OF RESOURCES 141,049 

FUND BALANCE: 
Nonspendable 9,929 
Restricted for debt service 
Restricted for construction 330,026 
Restricted for other purposes 58,525 
Assigned 173,460 
Unassigned 990,025 

TOTAL FUND BALANCE 1,561,965 
TOTAL LIABILITIES, DEFERRED INFLOWS 
OF RESOURCES AND FUND BALANCE $ 2,513 408 

Civic Center 
Fund 

$ 73,316 

$ 73 316 

$ 57,614 

8,400 
945 
146 

67,105 

6,211 

6,211 

$ 73,316 

Other Total 
Governmental Governmental 

Funds Funds 

$ 282,238 $ 2,339,090 
754,120 962,723 

291,931 
51,040 51,040 
21,629 21,629 

135,450 154,859 
9,929 

$ 1,244,477 $ 3 831 201 

$ 138,900 $ 277,153 
680,257 

4,500 
10,233 
39,450 

4,806 
138,900 1,016,399 

141,049 
141,049 

9,929 
974,592 974,592 

330,026 
130,985 195,721 

173,460 
990,025 

1,105,577 2,673,753 

$ 1,244,477 $ 3 831 201 

The accompanying notes are an integral part of this statement. 
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EXHIBIT A-4 

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 are deferred in the funds. 

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

Payables for bond interest 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 reported in the funds. 

Deferred Resource Outflows 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 governmental activities - Statement of Net Position 

$ 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 

The accompanying notes are an integral part of this statement. 
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EXHIBIT A-5 

CITY OF GILMER, TEXAS 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 
IN FUND BALANCES - GOVERNMENTAL FUNDS 
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 royalties 
Donations 
Grant revenue 
Other revenue 

TOTAL REVENUES 

EXPENDITURES: 
Legislative 
Municipal court 
Executive/administration 
Community development 
Financial administration 
Police 
Fire protection 
Highways and streets 
Parks 
Lake 
Civic center 
Non-departmental 
Debt service -principal 

-interest 
-fees 

TOTAL EXPENDITURES 
Excess (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 BALANCE - ENDING 

General 
Fund 

$ 1,242,910 
21,520 

1,100,982 
319,980 

56,213 
216,939 

23,784 
122,954 

11,046 
5,518 

1,686 
84,503 

3,208,035 

30,005 
84,075 

316,674 
140,512 
163,758 

1,339,236 
638,413 
542,318 
128,459 

10,100 

246,708 

3,640,258 

(432,223) 

129,462 

631,290 
(228,780) 
531,972 

99,749 

1,462,216 
$ 1 561 965 

Civic Center 
Fund 

$ 

27,282 
1,235,796 

2,610 
1,265,689 

1,431,960 

1,431,960 

(166,271) 

56,500 
115,601 

172,101 

5,830 

381 
$ 6 211 

Other 
Governmental 

Funds 

Total 
Governmental 

Funds 

$ 571,462 

548,972 

14 

6,811 
6,000 

233,106 

1,366,365 

$ 1,814,372 
21,520 

1,649,954 
319,980 

56,213 
216,953 

23,784 
122,954 

17,858 
38,800 

1,235,796 
234,792 

87,113 
5,840,089 

1,355 

281,403 

277,022 
212,185 

3,050 
775,015 

30,005 
84,075 

316,674 
140,512 
163,758 

1,340,591 
638,413 
823,721 
128,459 

10,100 
1,431,960 

246,708 
277,022 
212,185 

3,050 
5,847,233 

591,350 (7,144) 

48,297 
(491,574) 
(443,277) 

129,462 
56,500 

795,188 
(720,354) 
260,796 

148,073 253,652 

957,504 
$ 1105577 $ 

2,420,101 
2 673 753 

The accompanying notes are an integral part of this statement. 

26 



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 ACTIVITIES 
FOR THE YEAR ENDED SEPTEMBER 30, 2017 

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

Amounts 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 reported in the funds. (747,533) 

The gain on the sale of capital assets is not reported in the funds. 80,277 

All proceeds from the sale of capital assets are reporled 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 GASS 68 is recorded in the SOA but not in the funds. (61,952) 

Change in net position of governmental activities - Statement of Activities 

The accompanying notes are an integral part of this statement. 

27 



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 

Budgeted Amounts 
Original Final 

REVENUES: 
Property taxes $ 1,239,295 $ 1,239,295 

Penalty and interest 17,000 17,000 

Sales tax 1,071,875 1,071,875 

Franchise fees 300,400 300,400 

Other taxes 53,000 53,000 

Fines and forfeitures 235,100 235,100 

Licenses and permits 23,800 23,800 

Intergovernmental revenue and grants 64,445 122,445 

Investment income 9,225 9,225 

Rents and royalties 5,700 5,700 

Grant revenue 
Other revenue 16,800 77,362 

TOTAL REVENUES 3,036,640 3,155,202 

EXPENDITURES: 
Legislative 31,169 31,169 

Municipal court 85,265 85,265 

Executive/administration 311,440 398,902 

Community development 161,032 161,032 

Financial administration 163,895 166,268 

Police 1,436,588 1,454,106 

Fire protection 603,507 653,809 

Highways and streets 345,899 661,004 

Parks 53,157 141,551 

Lake 10,000 10,000 

Non-departmental 276,856 285,574 
TOTAL EXPENDITURES 3,546,283 4,116,155 

Excess (Deficiency) of Revenues 
Over (Under) Expenditures (509,643) (960,953) 

OTHER FINANCING SOURCES (USES): 
Sale of assets 119,462 

Transfers in 788,389 1,145,038 

Transfers out (184,829) (1,547,991) 

TOTAL OTHER FINANCING SOURCES (USES) 603,560 (283,491) 

NET CHANGE IN FUND BALANCES 93,917 (1,244,444) 

FUND BALANCES - BEGINNING 1,462,216 1,462,216 

FUND BALANCES - ENDING $ 1,556,133 $ 217,772 

EXHIBIT A-7 

Actual 

Variance with 
Final Budget 

Positive 
(Negative) 

$ 1,242,910 
21,520 

1,100,982 
319,980 

56,213 
216,939 

23,784 
122,954 

11,046 
5,518 
1,686 

84,503 
3,208,035 

$ 3,615 
4,520 

29,107 
19,580 

3,213 
(18,161) 

(16} 
509 

1,821 
(182) 

1,686 
7,141 

52,833 

30,005 
84,075 

316,674 
140,512 
163,758 

1,339,236 
638,413 
542,318 
128,459 

10,100 
246,708 

3,640,258 

1,164 
1,190 

82,228 
20,520 

2,510 
114,870 

15,396 
118,686 

13,092 
(100) 

38,866 
475,897 

(432,223) 528,730 

129,462 
631,290 

(228,780) 
531,972 

10,000 
(513,748) 

1,319,211 
815,463 

99,749 1,344,193 

$ 
1,462,216 
1,561,965 $ 1,344,193 

The accompanying notes are an integral part of this statement. 
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EXHIBIT A-8 

CITY OF GILMER, TEXAS 
STATEMENT OF NET POSITION 
PROPRIETARY FUNDS 
SEPTEMBER 30, 2017 

Total 
Water & Sewer Sanitation Airport Enterprise 

Fund Fund Fund Funds 
ASSETS: 

Current assets: 
Cash and cash equivalents $ 831,668 $ 66,437 $ 98,416 $ 996,521 
Investments 895,281 895,281 

Receivables ( net of allowances for uncollectibles) 289,125 128,202 417,327 
Other receivables 2,850 2,850 

Prepaid expenses 5,019 55,062 60,081 
Due from other funds 577,455 51,762 629,217 

Total current assets 2,598,548 246,401 156,328 3,001,277 
Noncurrent assets: 

Restricted assets: 
Cash and cash equivalents 117,727 117,727 

Capital assets: 
Land 4,266,667 230,484 28,013 4,525,164 

Construction in progress 452,328 265,576 717,904 
Land improvements 3,558,647 1,553,244 5,111,891 

Infrastructure 14,242,667 14,242,667 
Buildings 129,125 815,817 944,942 

Equipment and furniture 683,857 128,914 812,771 
Less accumulated depreciation (8,048,366) (597,250) (8,645,616) 

Total noncurrent assets 15,402,652 230,484 2,194,314 17,827,450 
TOTAL ASSETS 18,001,200 476,885 2,350,642 20,828,727 

DEFERRED OUTFLOWS OF RESOURCES: 
Deferred outflows related to pensions 96,861 161 97,022 
Loss on defeasance of debt 439,783 439,783 

TOTAL OUTFLOWS OF RESOURCES 536,644 161 536,805 

LIABILITIES: 
Current liabilities: 

Accounts payable 152,332 60,247 608 213,187 

Wages payable 9,735 9,735 
Accrual for compensated absences 27,900 27,900 

Accrued interest payable 75,365 75,365 
Unearned revenue 1,200 1,200 

Customer deposits 117,727 250 117,977 
Bonds, notes, and loans payable 630,351 630,351 

Total current liabilities 1,014,610 60,247 858 1,075,715 

Noncurrent liabilities: 
Bonds, notes, and loans payable 8,460,426 8,460,426 

Net pension liability 325,464 540 326,004 

Total noncurrent liabilities 8,785,890 540 8,786,430 

TOTAL LIABILITIES 9,800,500 60,787 858 9,862,145 

DEFERRED INFLOWS OF RESOURCES: 
Deferred inflows related to pensions 
TOTAL DEFERRED INFLOWS OF RESOURCES 

22 
22 

22 
22 

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

7,211,386 
109,835 

1,416,101 
8,737,322 $ 

230,484 

185,775 
416 259 $ 

2,194,314 

155,470 
2,349,784 $ 

9,636,184 
109,835 

1,757,346 
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 CHANGES 
IN FUND NET POSITION - PROPRIETARY FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30, 2017 

Water & Sewer 
Fund 

OPERATING REVENUES: 
Charges for water services $ 1,298,861 
Charges for sewer services 767,670 
Charges for sanitation services 
Penalties 31,790 
Rents and royalties 14,400 
Licenses and permits 3,600 
Other revenue 12,363 

Total Operating Revenues 2,128,684 

OPERATING EXPENSES: 
Salaries and employee benefits 573,069 
Contractual services 64,052 
Utilities 130,050 
Repairs and maintenance 187,493 
Supplies and other expenses 71,110 
Insurance 29,902 
Depredation 394,306 

Total Operating Expenses 1,449,982 

Operating Income (Loss) 678,701 

NON-OPERATING REVENUES (EXPENSES): 
Interest and investment revenue 12,634 
Operating grants 
Capital grants 
Insurance proceeds 38,647 
Gain on disposition of assets 56,231 
Interest expense (285,516) 
Debt issuance costs and fees (16,201) 

Total Non-operating Revenues (Expenses) (194,205) 

Income before Transfers 484,496 

Transfers in 494,232 
Transfers out (467,147) 

Change in Net Position 511,581 

Total Net Position - Beginning 8,225,741 
Prior period adjustment 
Total Net Position - Ending $ 8,737,322 

Sanitation 
Fund 

Airport 
Fund 

$ $ 

767,220 
10,407 

72,391 

288 
777,915 

450 
72,841 

(3,581) 
667,350 

663,769 

5,669 
9,180 

11,080 
1,364 
3,317 

58,105 
88,715 

114,147 (15,874) 

412 227 
8,563 

214,573 

412 223,363 

114,559 207,489 

(101,919) 

12,640 207,489 

$ 

403,619 

416,259 $ 

2,784,933 
(642,638) 

2,349,784 

EXHIBIT A-9 

Total 
Enterprise 

Funds 

$ 1,298,861 
767,670 
767,220 

42,197 
86,791 

3,600 
13,101 

2,979,440 

569,488 
737,071 
139,230 
198,573 

72,474 
33,219 

452,411 
2,202,466 

776,974 
11

I 
I 

13,273 
8,563 

214,573 I 
38,647 ~ 
56,231 

(285,516) 
(16,201) 

ii 
!1 
ii
Ii 

11 

29,570 1! 

$ 11,503,365 

806,544 
II 
jl494,232 
1!,[(569,066) ,, 
I; 

11 
731,710 ' ii 

11,414,293 I 
(642,638) ii 

i 
" 

The accompanying notes are an integral part of this statement. 
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EXHIBIT A-10 

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 Goods 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 Related Financing Activities: 
Principal and Interest Paid 
Acquisition or Construction of Capital Assets 
Proceeds from Sale of Capital Assets 

Net Cash Used for Capital & Related Financing Activities 

Cash Flows from Investing 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 Activities: 

Operating Income (Loss) 
Adjustments to Reconcile Operating Income to Net Cash 

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 (Decrease) 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. 

Water & Sewer 
Fund 

Sanitation 
Fund 

Airport 
Fund Total 

$ 2,147,929 $ 
(533,265) 
(331,231) 

1,283,433 

774,541 $ 
(2,213) 

(668,149) 
104,179 

72,991 $ 

(32,574) 
40,417 

2,995,461 
(535,478) 

(1,031,954) 
1,428,029 

373,993 
373,993 

(86,816) 
(86,816) 

8,564 

8,564 

8,564 
287,177 
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 
615,032 
831,668 $ 

17,775 
48,662 
66,437 $ 

49,208 
49,208 
98,416 $ 

283,619 
712,902 
996,521 

$ 684,496 $ 108,352 $ (15,874) $ 776,974 

$ 

394,306 

19,245 
5,903 

145,473 
5,394 

28,616 
598,937 

1,283,433 $ 

(3,374) 

(799) 

(4,173) 
104,179 $ 

58,105 

150 
(2,031) 

67 

56,291 
40,417 $ 

452,411 

16,021 
3,872 

144,741 
5,394 

28,616 
651,055 

1,428,029 
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CITY OF GILMER, TEXAS 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED SEPTEMBER 30, 2017 

A. Summ.ary of Significant Accounting Policies 

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

1. Reporting Entity 

The City's basic financial statements include the accounts of all its operations. The City evaluated whether any 
other entity should be included in these financial statements. 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 Financial 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 to impose its will on the organization 
- the organization has the potential to impose a financial benefit/burden 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, tax-exempt organization whose resources are used principally to 
provide support to the City to determine if its omission from the reporting 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 
entirely or almost entirely for the direct benefit of the City, 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 economic resources 
received or held by the organization; and 3) 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 City. 
The board of the Economic Development Corporation (EDC) is appointed by the City Council. The EDC is 
funded by a one-half cent sales tax to 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 
statements issued. All sales tax revenues produced by the EOG are pledged to debt service on Sales Tax 
Revenue Bonds. 

2. 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 government. Eliminations been made to minimize the double-counting 
of internal activities. These statements distinguish between the governmental and business-type activities 
of the City. Governmental activities generally are financed through taxes, intergovernmental revenues, 
and other nonexchange transactions. Business-type 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. 
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Direct expenses are those that are specifically associated with a program or function and, therefore, are 
clearly identifiable to a particular function. The City does not allocate indirect expenses in the statement 
of activities. Program revenues include (a) fees, fines, and charges paid by the recipients of goods or 
services offered by the programs and (b) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular program. Revenues that are not classified as program 
revenues, including all taxes, are presented as general 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 enterprise funds, each displayed in a separate column. All remaining 
governmental and enterprise funds are aggregated and reported as nonmajor funds. 

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund's principal ongoing operations. The principal operating revenues of 
the 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 capital 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 City's primary operating fund. It accounts tor all financial resources of the 
City except those required to be accounted for in another fund. 

The 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 accounts for residential and commercial solid waste collections and disposal 
services for the City. 

The Airport Fund accounts for the operation of the Gilmer-Upshur County Airport. 

b. Measurement Focus, Basis of Accounting 

Government-wide 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 
place. Nonexchange transactions, in which the City gives (or receives) value without directly receiving (or 
giving) equal value in exchange, include property taxes, grants, entitlements, and donations. On an 
accrual basis, revenue from property taxes 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. Property tax revenues and revenues 
received fr6m the State are recognized under the susceptible-to-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 general long-term debt, claims and judgments, and compensated absences, which are 
recognized as expenditures to the extent they have matured. 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 

a. Cash and Cash Equivalents 

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

b. Property Taxes 

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for all real 
and business persona! 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 attaches to property to secure the payment of all 
taxes, penalties, and interest ultimately imposed. Property tax revenues are considered available 
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 
$289,523,163. The tax assessment of October 1, 2016 sets 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. 

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

Allowances for unco!lectible tax receivables are based upon historical experience 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. 

C. Inventories and Prepaid Items 

The City records purchases of supplies as expenditures, utilizing the purchase method of 
accounting for inventory. 

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

d. 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 activities columns in 
government-wide financial statements and in the fund financial statements for proprietary funds. All 
capital assets are valued at historical cost or estimated historical cost if actual historical cost is not 
available. Donated assets are valued at their 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 original cost of $5,000 or more and an estimated life in excess of one 
year. Depreciation 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 improvements 60 - 100 
Machinery and equipment 5 -12 
Heavy equipment 10 -20 
Vehicles 4-7 
Computer equipment 3-5 

e. Receivable and Payable Balances 

The City believes that sufficient detail of receivable and payable balances is provided in the financial 
statements 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 Retirement System (TMRS) and additions to 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. 

g. Deferred Outflows and Inflows of Resources 

In addition to assets, 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 separate financial statement element, deferred outflows 
of resources, represents a consumption of net position and/or fund balance that applies to one or more 
future periods and so will not be recognized as an outflow of resources {expense/expenditure) until then. 

In addition to liabilities, the statements of financial position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position 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 available 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 benefits accrue to employees. No liability is recorded for nonvesting accumulating rights to 
receive sick pay benefits. 
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