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

i interfund Activity

interfund activity results from loans, services provided, reimbursements or transfers between funds. Loans are

reported as interfund receivables and payables as appropriate and are subject to elimination upon consolidation
Services provided, deemed to be at market or near matket rates, are freated as revenues and expenditures or

expenses. Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and

reduces its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers In
and Transfers Out are netted and presented as a single "Transfers” line on the government-wide statement of
activities. Similarly, interfund receivables and payables are nefted and presented as a single "Internal Balances"
line of the government-wide statement of net position.

i Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions. This will affect the reported amounts of
assets and Habilities, disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

k. Rastricted Assets

Gash held for customer deposits in the Water and Sewer Fund is reported as restricled.
I Fund Balances - Governmental Funds

Fund balances of the governmental funds are classified as follows:

Nonspendable Fund Balance - represents amounts that cannct be spent because they are either not in
spendable form (such as inventory or prepaid insurance) or legally required to remain intact (such as notes
receivable or principal of a permanent fund}.

Resfricted Fund Balance - represents amounts that are constrained by external partles, constitutional
provisions or enabling [egislation.

Committed Fund Balance - reprasents amounts that can only be used for a specific purpose because of a
formal action by the City's Gitly Council. Committed amounts cannot be used for any other purpose unless
the City Council removes those constraints by taking the same type of formal action. Committed fund
balance amounts may be used for other purposes with appropriate due process by the City Council.
Commitments are typically done through adoption and amendment of the budget. Committed fund
balance amounts differ from restricted balances in that the constraints on their use do not come #rom
ouiside parties, constitulional provisions, or enabling legisfation.

Assigned Fund Balance - represents amounts which the City intends to use for a specific purpose, but that
do not meet the criteria to be classified as restricted or committed. Intent may be stipulated by the City
Council or by an official or body fo which the City Council delegates the authority. Specific amounis that
are not restricted or committed ih a special revenue, capital projects, debt service or permanent fund are
assigned for purposes in accordance with the nature of their fund type or the fund's primary purpose.
Assignments within the general fund conveys that the intended use of those amounts is for a specific
purpose that is narrower than the general purposes of the Gity itself.

Unassigned Fund Balance - represents amounts which are unconstrained in that they may be spent for
any purpese. Only the general fund reporis a positive unassigned fund balance. Other governmental
funds might report a negative balance in this classification because of overspending for specific purposes
for which amounts had been restricted, committed or assigned.
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City Council establishes {and modifies or rescinds) fund balance commitments by passage of an
ordinance or resolution. In the general fund, the City has a policy to maintain a.minimum of two months
of operating expenditures in unassigned fund balance. At September 30, 2017, the City had achieved
approximately 3.5 months of operating expenditures in fts unassigned fund balance.

m. Net Position Flow Assumption

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g. restricted bond or
grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted net
position and unrestricted net position in the government-wide and proprictary fund financial statements,
a flow assumption must be made about the arder in which the resources are considered to be applied. It
is the City's policy to consider restricted net position to have been depleied before unrestricted net

position is required.
n. Fund Balance Flow Assumption

Sometimes the City will fund outlays for a paricular purpose from both restricted and unrestricted
resources (the total of committed, assigned, and unassigned fund balance). [n order to calculate the
amounts 1o report as restricted, commilied, assigned, and unassigned fund balance in the governmental
fund financial statements, a flow assumption must be made about the order in which the resources are
considered to be applied. It is the City's policy to consider restricted fund balance to have been
deplsted using any of unrestricted fund balance. Further, when the components of unrestricted fund
balance can be used for the same purpose, committed fund balance is depleted first, followed by
assigned fund balance. Unassigned fund balance is applied last.

4. Budgelary Data

The following procedutes are followed in establishing the budgeiary data reflecled in the basic financial
statements:

Budgets for the general fund, special revenue funds, and debt service fund are adopted on a basis consistent
with the madified accrual basis of accounting. The proprietary fund budget is adopted on a basis consistent with
the accrual basis of accounting except far depreciation, which is not budgeted and capital outlay, which Is
budgeted. Unexpended budget appropriations lapse ai year end and do not carry forward to future periods.

Budget controls are imposed at the fund level and require Council approval for amendment.

5. Change in Accounting Policies

in fiscal year 2017, the City adopted the following new statement of financial accounting standards issued by the
Governmental Accounting Standards Board (GASB):

Staternent No. 77, Tax Abatement Disclosures

Statement No. 77 requires governments granting tax abatements to Individoals and businesses to disclose
program information in the notes to the financial statements through the agreement's duration and also requires
disclosures about tax abalemenis entered into by other governments that reduce the reporting government's
tax revenue. Prior year balances were rot restated because there are no significant tax abatements associated
with the Gity or any other government which affect the Gity's tax revenus.
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B. Compliance and Accountability

1.  Finance-Related Legal and Contractual Provisions

In accordance with GASB Statement No. 38, "Certain Financial Statement Note Disclosures,” violations of finance-
related legal and contractual provisions, if any, are reported below, along with actions taken to address such violations:

Violation Action Taken
None reporied Mot applicable

2. Deficit Fund Balance or Fund Net Position of Individual Funds

Following are funds having deficit fund balances or fund net position at year end, if any, along with remarks which address
such deficits:

Deficit
Fund Name Amount Remarks
None reported Not applicable  Not applicable

C. Deposits and Investmenis

The City's funds are required lo be deposited and invested under the terms of a depository contract. The depository
bank deposits for safekeeping and trust with the City's agent bank approved pledged securities in an amount sufficient
to protect Gity funds on a day-to-day basis during the period of the contract. The pledge of approved secutities is
waived only to the extent of the depository bank's dollar amount of Federal Deposit Insurance Corporation ("FDIC")
insurance.

Cash Deposits:

At September 30, 2017, the carrying amount of the City's deposits (cash, certificates of deposit, and
interest-hearing savings accounts included in temporary investments) was $3,453,333 and the bank balance was
$3,008,377. The Cily's cash deposits at September 30, 2017 and during the year ended September 30, 2017,
were not enfirely covered by FDIC insurance or by pledged collateral held by the City's agent bank in the City's
name. Specifically, the FEconomic Development Corporation blended component unit had uninsured,
uncollateralized deposits as follow.

a. Depository: Gilmer National Bank
b. The matrket value of securities pledged as of the date of the highest combined balance on depasit was $0.
c. The highest combined balances of cash, savings and time deposit accounts amounted to $450,272 and

oceurred during the month of September, 2017.
d. Total amount of FDIC coverage at the fime of the largest combined balance was $250,000.

Invesimenis:

The City is required by Government Code Chapter 2256, The Public Funds Investment Act, to adopt, implement, and
publicize an Investment policy. That policy must be written; primarily emphasize safety of principal and liquidity;
address investment diversification, yield, and maturity and the quality and capability of investment management; and
include a list of the iypes of authotized investmenis in which the investing entity's funds may be invested; and the
maximum allowable stated maturity of any individual investment owned by the entity,

The Public Funds Investment Act ("Act) requires an annual audit of investmeni practices. Audit procedures in this

area conducted as a part of the audit of the general purpose financial statements disclosed that in the areas of
investment practices, management reports and establishment of appropriate policies, the City adhered to the
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raquirements of the Act. Additionally, investment practices of the City were in accordance with local policies.

The Act determines the types of investments which are allowable for the Gity. These include, with certain restrictions,
(1) obligations of the U.8. Treasury, certain ULS. agencies, and the State of Texas, {2) ceificates of deposit, (3)
certain municipat securities, (4) money market savings accounts, {5) repurchase agresments, (6) bankers acceptances,

(7) mutual funds, {8) investment pools, {9) guaranteed investment contracls, and (10} comman frust funds.

The City's investments at September 30, 2017 are shown below.

Investmeant or Investment Type Maturity Fair Value

Ceriificates of Deposit Various, 9/30/17 - 6/20/18 $ 1,858,008

Logic investment Pool Weighted avg. maturity, 27 days 502,846

Total Investments $ 2,360,852
Analysis of Specific Deposit and Investment Risks:

GASB Slalement No. 40 requires a determination as to whether the City was exposed to the following specific
investment risks at year end and if so, the reporting of certain related disclosures:

a. Credit Risk

Gredit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The ratings of
securities by nationally recognized rating agencies are designed to give an indication of credit risk. At year end, the
City was not significantly exposed to credit risk.

At September 30, 2017, the City's investments, other than those which are obligations of ar guaranteed by the
L. S. Government, are raled as lo credit quality as follows:

Investment § & P Rating
Local Government Investment Cooperative (LOGIC) AAAM

b.  Custodial Gredit Risk
Deposits are exposed lo custodial credit risk if they are not covered by depository insurance and the deposits are
uncoliateralized, collateralized with securities held by the pledging financial institution, or collateralized with securities
held by the pledging financial institution's trust department or agent but not in the City's name.

Investment securities are axposed to custodial credit risk if the securities are uninsured, are not registered in the name of
the government, and are held by either the counterparty or the counterparty's trust depariment of agent but not in the
City's name.

At year end, the Gity was not exposed to custodial credit risk.
c.  Goncentration of Credit Risk

This risk is the risk of loss attributed to the magnitude of a government’s investment in a single issuer. Atyear end, the
City was not exposed to concentrafion of credit risk.

d. Interest Rate Risk

This is the risk that changes in intsrest rates will adversely affect the falr value of an investment. Al year end, the
City was not exposed to interest raie risk,
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e.  Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an invesiment. At year end, the City was
not exposed to foreign currency risk.

Investment Accounting Palicy

The City's general policy Is to report money market invesiments and shori-lerm participaling interest-earning
investment contracte at amortized cost and to report nonparticipating interest-earning investment contracts using a
cost-based measure. However, if the fair value of an investment is significantly affected by the impairment of the
credit standing of the fssuer or by other factors, it is reported at fair value. Al other investmenis are reported at fair
valus unless a legal contract exists which guarantees a higher value. The term “short-term” refers 1o Investments
which have a remaining term of one year or less at time of purchase. The term "nonpatticipating” means that the
investment's value does not vary with market intergst rate changes. Nonnegotiable certificates of depasit are examples
of nonparticipating interest-earning investment contracts.

Public Funds Investment Poals
Public funds investment pools In Texas ("Pools") are establishad under the authority of the Interlocal Gooperation Act,

Chapter 79 of the Texas Govermment Cade, and are subject to the provisions of the Public Funds Investment Act {the "Act™},
Chapter 2256 of the Texas Government Cade. In addition to other provisions of the Act designed to promote liquidity and
safety of principal, the Act requires Pooals to: 1) have an advisary board composed of participants in the pool and other
persons who do not have a business relationship with the pool and are qualified to advise the pool; 2) maintain a confinuous
tating of no lower than AAA or AAA-m or an equivalent rating by at least one nationally recognized rating service; and 3)
tnaintain the market valze of its underlying investment portfolio within one half of one percent of the value of its shares.

The City's invesiments in Pools are reported at an amount determined by the fair value per share of the pool's
underlying portfolio, unless the pool is 2a7-like, in which case they are reported at share value. A 2a7-like pool is one
which is not registered with the Securities and Exchange Commission ("SEC") as an ihvestment company, but
nevertheless has a policy that it will, and does, operate in a manner consistent with the SECs Rule 2a7 of the
Investment Company Act of 1940,

LOGIC

LOGIC is a local government investment pool organized under the authority of the Interlocal Cooperation Act,
Chapter 791, of the Texas Government Code, and the Public Funds Investment Act, Chapter 2256, of the Texas
Government Codse, The pool was crealed in April, 1994, fhwough a coniract among its patticipating governmental
units, and is governed by a board of directors {the board) to provide for the joint invesiments of participant's public
funds and funds under their control. LOGIC's policy sesks to invest pooled assets in a manner that will provide for
safety of principal, liquidity in accordance with the operating requirements of the Participants, and a competitive
rate of return by ufilizing economies of scale and professional investment expertise. FirsiSouthwest, A Division of
Hilltop provides administrative, participant support, and marketing services. Hilltop Securities Inc. is a registered
broker dealer, member of FINRA/SIPC, which provides financial advisory and investment banking setvices to
governmental entities across the counity. JPMorgan Chase Bank N.A. provides custodial services. LOGIC is rated
AAAM by Standard & Poor's and is operated in a manner consistent with the SEC's Rule 2a7 of the Investment
Company Act of 1940. LOGIC seeks to malnlaln a stable net asset value of one dollar per unit.

D. GCapital Assets

Capital asset activity for the year ended Seplember 30, 2017, was as follows:

Baginning Ending
Balances Increasss Decreases Balances
Gaovernmental activities:
Capital assets not being depreciated: :
Land $ 6,330,697 $ 88,894 § - $ 6,419,591
Construction in progress 19,000 1,513,750 19,000 1,613,750
Total capital assets not being depreciated 6,349,697 1,602,644 19,000 7,933,341
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Caplial assets being depreciated:

Infrastructure 5,418,778 245,642 36,168 5,628,252
Buildings and improvemants 3,947,768 - 55,000 3,882,768
Machinery, fumiture and aquipment 2,528,305 200,621 70,489 2,659,037
Total capital assets being depreciated 11,895,451 446,263 161,657 12,180,057
Less accumulated depreciation for:
Infrastructure (3,543,498) {497.438) (13,382) (4,027 ,554)
Buildings and improvements (1,412,993) {101,677) (28,600) (1,486,070)
Machinery, furniture and equipment (1,727,828) (148,418) {70,489) (1,805,757)
Total accumuiated depreciation (6,684,319) {747,533) (112,471} (7,319,381)
Total capital assets being depreciated, net 5,211,132 {301,270} 49,186 4,860,676
Govemmental aciivities capital assets, net 3 11,560,829 $ 1,301,374 § 68,186 % 12,794.017
Beginning Ending
Balances Increases Decreases Balances
Business-type activities:
GCapital assets not being depreciated:
Land 5 4,525,163 § - $ - $ 4,525,163
Construction in progress 66,013 651,891 - 717,904
Total capital assets not being depreciated 4,591,176 651,891 - 5,243,067
Capital assets being depreciated:
Land improvaments 5,111,891 -- - 5,111,891
Infrastructure 14,223,266 162,595 143,193 14,242,668
Buildings and improvements 944,942 - - 944,942
Machinery, furniture and equipment 772,807 39,963 - 812,770
Total capital assets being depreciated 21,052,906 202,658 143,193 21,112,271
Less accumulated depreciation for:
Land improvements {1,373,657) (145,319} - (1,518,8786)
Infrastructure (6,203,210) (174,098) (107,987} (6,269,321}
Buildings and improvements {230,094} (16,293} -- (246,387}
Machinery, furniture and equipment {527,028) {116,701} (32,698) (611,031}
Total accumulated depreciation {8,333,889) (452,411} (140,685) (8,645,615)
Total capltal assets being depreciated, net 12,718,017 {249,853) 2,508 12,466,656
Busihess-type activities capital assets, net 3 17,310,193 $ 402,038 $ 2,508 $§ 17,709,723
Depraciation was charged fo functions as follows:
General Government:
Legislative $ 5,900
Municipal court 14,340
Executive/administration 61,427
Community development 27,631
Financial administration 31,735
Paolice 259,300
Fire protection 33,675
Highways and streeis 251,420
Parks 1,908
Civic center 59,597
3 747,533
Business-Type Activities:
Water and sewer $ 394,306
Airport 58,105
$ 452 411
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E.

F.

Interfund Balances and Activity

Due To and From Other Funds

Balances due to and due from other funds at September 30, 2017, consisted of the following:

Due To Fund Due From Fund Amount Purpose

Other Governmental Funds General Fund $ 51,040 Sales tax/ local match
receivables

Water & Sewer Fund General Fund 577,455 Series 2015 bond proceeds

Sanitation Fund General Fund 51,762 Interfund loan

Total

All amounts due are scheduled to be repaid within one year.

Transfers To and From Cther Funds

$ 680,257

Transfers to and from other funds at September 30, 2017, consisied of the following:

Transfers From Transfers To Amount Reason

General Fund Water & Sewer Fund $ 64,881 Fund repairs related to water/
sewer lines

General Fund Civic Center Fund 115,601 Fund repairs and operations

General Fund Other Governmental Funds 48,297

Other Governmental Funds Water & Sewer Fund 416,585 Fund debt service requirements

Water & Sewer Fund General Fund 454,382 Budgeted transfers for capital
projects

Sanitation Fund General Fund 101,918  Fund current operations

Other Governmental Funds Gieneral Fund 74,989 Fund repairs and operations

Long-Term Obligations

Long-Term Obligation Activily

Total

% 1,276,654

Long-term obligations include debt and other long-term liabilities, Changes in long-term abligations for the year ended
September 30, 2017, are as follows:

Gov iviti

Tax and revenue certificates

of obligation $
Notes
Premium on issuance of debt
Compensated absences

Total obligations of the City

Obligations of Economic Development Coro:

Sales tax reventie bonds
Discount on issuance of debt

Total obligations of EDC

Total governmentat activities $

Amounts
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
1,705,772 & -= § 122,022 § 1,583,750 $ 129,649
- 56,500 - 55,500 4,869
36,830 - 3,348 33,482 -
86,421 4,891 - 81,312 -
1,829,023 61,391 125,370 1,765,044 134,518
3,700,000 -- 155,000 3,545,000 160,000
{17,932) -- {1,083) {16,869) -
3,682,068 -- 153,837 3,528,131 160,000
5,511,091 § 61,391 8 279,307 & 5,293,175 § 294,518
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Business-type activities:

Refunding bonds $ 7,820,000 $ - $ 500,000 & 7,320,000 505,000
Tax and revenue ceriificates

of ohligation 1,649,228 - 117,978 1,631,250 125,351
Premium on issuance of debt 261,120 - 21,692 239,528 -
Total business-type activities $ 9,730,348 % - § 639,670 § 9,080,778 $ 630,351

2. Dabt Service Requirements
Debt service requirements on long-term debt at September 30, 2017, are as follows:

Governmental Activities

Year Ending Septembar 30, Principal Interest Total

2018 $ 294,518 % 204,088 § 498,606
2019 307,305 193,639 500,944
2020 327,724 182,342 510,066
2021 342,979 171,895 514,874
2022 350,699 160,916 511,615
2023-2027 1,827,025 621,256 2,548,281
2028-2032 1,330,000 282,000 1,612,000
2033-2034 305,000 15,250 320,250
Tolals $ 5,185,250 $ 1,831,386 % 7,016,636

Business-type Activities

Year Ending Sepiember 30 Prineipal Interest Tolal

2018 3 630,351 % 275,129 § 905,480
2019 642,725 259,568 902,293
2020 652,472 243,637 896,109
2021 657,388 226,987 884,375
2022 669,845 210,139 879,984
2023-2027 3,693,469 746,247 4,439,716
2028-2032 1,305,000 294,865 1,599,965
2033-2034 600,000 38,463 638,463
Totals $ 8,851,250 $ 2,295,135 § 11,146,385

The follawing is a list of General Obligation Bonds, Revenue Bonds and Notes Payable at September 30, 2017
Governmentai Activities:

Cartificates of Obligation .
2015 Combination Tax and Revenue Certificales of Obligation; principal plus interest

varying from 2.0% to 3.0% due semi-annually through August 25, 2027. $ 1,683,750

Notes Pavable
Note payable to Gilmer National Bank; principal plus interest at 3.25%, due monthly

through September 5, 2027. 56,500

Salgs Tax and Revenye Bonds

(an obligation of Gilmer Economic Development Gorporation, a blended component unit
of the City of Gilmer}

2011 Sales Tax and Revenue Bonds; principal plus interest varying from 4.0% to 5.0%

due semi-annually through July 15, 2033. 3,545,000
Total Governmental Activities $ 5185,250
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Business-Type Activities:

Refunding Bands

2010 Waterworks and Sewsr System Refunding Bonds; principal plus interest varying from 3.0%

{0 4.25% due semi-annually through July 1, 2034. $ 3,875,000

2013 General Obligation Refunding Bonds Series 2013; principal plus interest varying from 2.0%

to 3.0% due semi-annually through May 15, 2027, 3,445,000
Total Refunding Bonds 7,320,000

Tax and Revenue Cettificates of Obligation

2015 Combination Tax and Revenue Certificates of Obligation; principal ptus interest varying

from 2.0% to 3.0% due semi-annually through August 15, 2027. 1,531,250
Total Certificates of Obligation 1,531,250
Total Business-Type Aclivities $  B,851,250

G. Risk Management

The City is exposed to various risks of loss related to torts, theft, damage or deskruction of assets, errors and omissions,
injuries to employees, and natural disasters. During fiscal year 2017, the City obtained general liabllity coverage at a
cost that is considered to be economically justifiable by joining fogether with other governmental entities in the State
as a member of the Texas Municipal League Intergovernmenial Risk Pool ("TML"). TML is a sel-funded pool
operating as a common risk management and insurance program. The City pays an annual premium to TML for its
above insurance coverage. The agreement for the formation of TML provides that TML will be self-sustaining through
member premiums and will reinsure through commercial companies for claims in excess of acceptable risk levels;
however, each category of coverage has its own level of raeinsurance. The City continues to carry commercial
insurance for other risks of loss. There were no significant reductions in commercial insurance coverage in the past
fiscal year and settled claims resulling from these risks have not exceeded coverage in any of the past three fiscal

years.

H. Pension Plan

TEXAS MUNICIPAL RETIREMENT SYSTEM

1. Plan Description

The City pariicipates as one of 872 plans in the nontraditional, joint contributory, hybrid defined benefit
pension plan administered by the Texas Municipal Retirement Systern (TMRS). TMRS Is an agency created by
the State of Texas and administered in accordance with the TMRS Act, Subtitle G, Title 8, Texas Government
Code {the TMRAS Act) as an agent multiple-employer retirement system for municipal employees in the State
of Texas. The TMRS Act places the general administration and management of the System with a six-member
Board of Ttustees. Although the Governor, with the advice and consent of the Senate, appoints the Board,
TMRS is not fiscally dependent on the State of Texas. TMRS's defined benefit pension plan is a tax-qualified
plan under Section 40i(a} of the Internal Revenue Code. TMRS issues a publicly available comprehensive
annual financial report {CAFR) that can be obtained at www.tmrs.com.

All eligible employees of the City are required to parlicipate in TMRS.

2. Benefits Provided

TMRS provides refirement, disability, and death benefits. Benefit provisions are adopted by the governing body
of the City, within the options available in the stale siatutes governing TMRS.

At refirement, the beneflt is calculated as if the sum of the employee's contributions, with interest, and the
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City-financed monetary credits with interest were used to purchase an annuity. Members may choose to receive
their retiremant benefit in one of seven payment options. Members may alse choose to receive a portion of their
benefit as a Parfial Lump Sum Distribution In an amount equal to 12, 24, or 36 monthly payments, which
cannot exceed 75% of the member's deposits and interest.

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

Employee deposit rate 6.00%
Matching ratio {city to employee) 241
Updated service credit rate 1007
Annuity increase 70.00%
Vesting requirements 5years
Service retirement eligibilities {expressed as agelyears

of service) 60/5; 0720

Employees covered by benefit terms:

At the December 31, 2016 valuation and measursment date, the following employees were covered by the

benefit terms:
inactive employees or beneficiaries currently receiving benefits 33
Inactive employees entitied to but not yet receiving benefits 29
Active employees 47
Total covered employses 109

3. Contributions

The contribution rates for employees in TMRS are either 5%, 6%, or 7% of employee gross earnings, and the
City matching petcentages are either 100%, 150%, or 200%, both as adopted by the governing body of the Gity.
Under the state law governing TMRS, the contribution rate for each City is determined annually by the actuary,
using the Entry Age Mormal {EAN) actuarial cost method. The actuarially determined rate is the esfimated
amount necessary to finance the cost of benefits earned by employees during the year, with an additional
amount to fitance any unfunded accrued liability.

Employees for the Clty were required to contribute 6.0% of their annuat gross eamings during the fiscal year.
The contribution rates for the Gity were 13.17% and 13.84% in calendar years 2016 and 2017, respeciively. The
City's contributions jo TMRS for the year ended September 30, 2017 were $285,362, and were squal to the
required contributions.

4, Net Pension Liability

The City's Net Pension Liabifity (NMPL) was measured as of December 31, 2016, and the Total Pension Liability
(TPL) used to calculate the Net Pension Liability was delermined by an actuarial valuation as of that date.

Actuarial assumptions:

The Total Pension Liability in the December 31, 2016 actuarial valuation was determined using the following
actuarial assumptions:

Inflation 2.5% per year
Overall payroll growth 3.0% per year
Investment Rate of Return 6.75%, net of perision plan investment expense, including inflation
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Salary increases were based on a service-related fable. Mottafity rates for active members, retirees, and
beneficiaries were based on the gender-distinct RP2000 Combinad Healthy Mortality Table, with male rates
multiplied by 109% and female rates multiplied by 103%. Based on the size of the City, rates are multiplied by
an additional factor of 100.0%. The rates are projected on a fully generational basis by scale BB to account for
future mortality improvements.  For disabled annuitants, the genderdistinct RP2000 Combined Healthy
Mortality Tables with Blue Collar Adjustment are used with male rates multiplied by 109% and female rates
multiplied by 103% with a 3-year set-forward for both males and females. In addition, a 3% minimum mortality
rate is applied to reflect the impairment for younger members who become disabled. The rates are projected on
a fully generational basis by scale BB to account for future mortality improvements subject to the 3% floor.

Actuarial assumptions used in the Dscember 31, 2016, valuation were based on the results of actuarial
expetience studies. The experience study in TMRS was for the period December 31, 2010 through December
31, 2014. Healthy post-retirement mortality rales and annuity purchase rates were updated based onh a Mortality
Experience Investigation Study covering 2009 through 2011, and dated December 31, 2013. These assumptions
were first used in the December 31, 2013 valuation, along with a change to the Eniry Age Normal (EAN)
actuarial cost method. Assumptions ate reviewed annually. Plan assels are managed on a lolal retum basis with
an emphasis on both capital appreciation as well as the production of income, in order to satisfy the short-term
and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best estimate ranges of expected future real rates of retum {expected returns, net of penslon
plan investmenl axpense and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates of return by the target
asset allocation percertage and by adding expectad inflation,  In determining their best estimate of a
recommended investment return assumption under the vatious alternative asset allocation portfolios, GRS
focused on the area between (1) arithmetic mean {aggressive) without an adjustment for time (conservative) and
{2) the geometric mean (conservative with an adjustment for time (aggressive). The target allocation and best
estimates of real rates of retumn for each major asset class in fiscal year 2017 are summatized in the following

table:
Target Long-Term Expected

Asset Class Allocation Real Rate of Return {Arithmetic)
Domaestic Equity 17.5% 4.55%
Internationat Equity 17.5% 6.35%

Core Fixed Income 10.0% 1.00%
Non-Core Fixed Income 20.0% 4.15%

Real Return 10.0% 4.15%

Real Estate 10.0% 4.75%

Absolute Return 10.0% 4.00%

Private Equity 5.0% 7.75%

Total 100.0%

Discount Rate

The dizcount rate used to measure the Total Pension Liability was 6.75%. The projection of cash flows used to
determine the discount rate assumed that employee and employer contributions will be made at the rates
specified in statute. Based on that assumption, the pension plan's Fiduciary Net Position was projected to be
available to make all projected future benefit payments of current active and inactive employees. Therefore, the
fong-term expected rate of return on pension plan investments was applied to ali periods of projected benefit
payments to determine the Total Pension Liability.
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Increase {Decrease)
Total Pension  Plan Fiduciary Net Pension

Changes in Net Pension Liability Liability Net Paosition Liability
(a) (b {a) - {b)
Balance at 12/31/2015 $ 8,472,334 % 6,746,508 § 1,725,826
Changes for the year
Service cost 312,601 - 312,601
Interest 572,622 - 572,622

Change of benefit terms - - -
Difference between expected

and actual experience 52,439 - 52,439
Contributions - employer - 274,402 {274,402)
Contributions - employee - 127,332 {127,332)
Net investment income - 456,045 {456,045)
Benefit payments, incleding

refunds of employee contributicns (280,697) (290,6897) -
Administrative expense - (5,149) 5,149
Cther changes - {277) 277

Net changes 646,965 561,658 85,309
Balance at 12/31/2016 $ 9,119,299 $ 7,308,164 $ 1,811,135

Sensitivity of the net pension liability to changes in the discount rate

The following presents the net pension liabllity of the City, calculated using the discount rate of 6.75%, as well
as what the City's net pension liability would be if it were calculated using a discount rate that is
1-percentage-point lower (5.75%) or 1-percentage-point higher (7.75%) than the current rate.

1% Decrease in Discount 1% Increase in
Discount Rate Rate Discount Rate
City's net pension liability $ 3,148,084 § 1,811,135 % 727,404

Pension Plan Fiduciary Net Position

Detailad information about the pension plan's Fiduciary Net Position is available in a separately-lssued TMRS
financiat report. That report may be obtained on the Internet at www.tmrs.com.

5. Pension Expense and Deferred Outflows of Resources and Deferred Inflaws of Resources Relaled to Pensions
For the year ended September 30, 2017, the City recognized pension expense of $388,254.

At September 30, 2017, the City reported deferred outflows of resources and deferred inflows of resources related
to pensions from the following sources:

Deferred Outflows Deferrad Inflows
of Resources of Resources
Differences betwaen expected and actual
economic experience $ - $ {120}
Changes in actuarial assumptions 12,247 -
Difference batween projected and actual
investment earnings 307,457 --
Contributions subsequent to the measure-
ment date 218,306 --
Total 5 539,010 $ 120
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$219,306 reported as deferred outflows of rescurces related to pensions resuliing from contributions subsequent
io the measurement date will be recognized as a reduction of the net pension liability for the year ending
September 30, 2017. Other amounts reported as deferred outflows and inflows of resources related to pensions
will be recognized In pension expense as follows:

Year ended Dec. 31:

2017 $ 92,222
2018 $ 122,563
2019 $ 104,800
2020 $ (1
2021 $ -
Thereafter $ -

Supplemental Death Benefits Fund

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

The death benefit for active employees provides a lump-sum payment approximately equal to the employee’s
annual salary (calculated based on the employee's aclual earnings, for the 12-month petiod preceding the
month of death); retirad employess are insured for $7,500; this coverage is an "other postemployment benefit,”
or QPEB.

The City contributes to the SDBF at a contractually required rate as determined by an annual actuarial
valuation. The #ate is equal to the cost of providing one-year term life insurance. The funding policy for the
SDBF program is to assure that adequate resources are available fo meet all death benefit payments for the
upcoming year; the intent is not to pre-fund refiree term life insurance during employees’ entire careers.

The City's coniributions to the TMRS SDBF for the years ended 2017, 2016, and 2015 were $5,493, $5,050,
and $4,948, respectively, which equaled the required contribution each year.

TEXAS EMERGENCY SERVICES RETIREMENT SYSTEM (TESRS)

1.

Plan Description

The Texas Emergency Services Reiirement System (TESRS) administers a cost-sharing multiple employer
pension system (the "System") established and administered by the State of Texas to provide pension benefits
for emergency secrvices personnel who serve without significant monetary remuneration. Direct financial
activity for the system is classified in the financial statements as pension frust funds. The System issues a
stand-alone financial report that is available to the public at www.tesrs.org.

Of the nine member State Board of Trustees, at least five trustees must be active members of the pension
system, one of whom must represent emergency medical setvices personnel. One lrustee may be a ratiree of
the pension system, and three trustees must be persons who have experience In the fields of finance, securities
investment, or pension administrafion.  On August 31 of the following years, conkributing fire and/or
emergency services department members participating in TESRS were:

Contributing

Depariments
2015 197
20186 225
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2. Benefits Provided

Senate Bill 411, 65th Legislature, Regular Session (1977), created TESRS and established the applicabie
benefit provisions. The 79ih Legislature, Reguiar Session (2005), re-codified the provisions and gave the
TESRS Board of Trustees authority to establish vesting requirements, contribution levels, benefit formulas, and
eligibility requirements by board rule. The bensfit provisions include retirement benefits as well as death and
disability benefits, Members are 50% vested after the tenth year of service, with the vesting percent increasing
10% for each of the next five years of service so that 2 member becomes 100% vested with 15 vears of sefvice.

Upon reaching age 55, each vested member may retire and receive a monthly pension equal to his vested
percent multiplied by six times the governing bedy's average monthly contribution over the member's years of
qualified service. For years of service In excess of 15 years, this monthly benefit is increased at a rate of 6.2%
compounded arnually. There is no provision for automatic postretirement benefit increases.

On and oft-duty death benefits and on-duty disability benefits are dependent on whether or not the member
was engaged in the performance of dutiss at the lime of death or disability. Death benefits include a lump
sum amount or continuing monthly payments to a member's surviving spouse and dependent children.

3. Covered Membership

On August 31 of the following fiscal years, the pension system membership consisted of:

2015 2016
Retirees and beneficiaries currently receiving benefits 2,991 3,167
Terminated members entitled 1o but not yet recsiving benefits 2,211 2,200
Active participants 4,016 3,634

4. Funding Palicy

Contributions are made by governing bodies for the participaiing departments. No contributions are required
from the individuals who are members of the Sysitem, nor are they allowed. The governing bodies of each
participating depariment are required o make conlributions for each month a member performs emergency
services for a department {this minimum contribution is $36 per member and the department may make a
higher monthly contribution for its members). This is referred o as a Part One contribution, which is the legacy
portion of the System contribution that directly impacts future retiree annuities.

The State is required 1o contribute an amount necessary to make the System “actuarlally sound" each year,
which may not exceed one-third of the total of all contributions made by participating governing bodies in a

particular year.

The board rule defining contributions was amended effactive July 27, 2014 to add the potential for actuariafly
determined Part Two contributions that would be required only if the expected future annual confributions from
the State are not enough with the Part One contributions to provide an adequate contribution arrangement as
determined by the most recent aciuarial valuation. This Part Two portion, which is aciuarially determined as a
percent of the Part One portion {not to exceed 16%), is to be actuarially adiusted every two years based on the
most recent actuarial valuation. Based on the actuarial valuation as of August 31, 2016, the Part Two
contributions were established by the board to be 2% of the Part One contributions beginning September 1,
2017.

Additional contributions may be made by governing bodies within two years of joining the System, to grant up
to ten years of credit for service per member. Prior service purchased must have accurred before the
departmant began participation in the System.

A small subset of parficipating depariments have a different contribution arrangement which is being phased

out over time. In this arrangement, contributions made in addition to the monthly contributions for active
members, are made by local governing bodies on a pay-as-you-go basis for members who were pensioners
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whan their respective departments merged into the System. There is no actuarial impact associated with this
afrangement as the pay-as-you-go contributions made by these governing bodies are always equal to henefit
payments paid by the System.

5.  Contributions Required and Contributions Made

The contribution requirement per active emergency services personnel member per month is not actuarially
determined. BRather, the minimum contribution provisions are set by board rule, and there is no maximum
contribution rate. For the fiscal year ending August 31, 2016, total contributions of $3,463,603 were paid inio
TESRS by the political subdivisions served by the member voluntesr emergency services personnel. The State
appropriated $1,583,825 for the fiscal year ending August 31, 2016.

The purpose of the biennial actuarial valuation is to determine if the coniribution arrangement is adequate to
pay the benefits that are promised. Actuarial assumptions are disclosed in Section |(B)(1).

The most recently completed biennial actuarial valuation as of August 31, 2016 stated that TESRS has an
adequate contribution arrangement for the benefit provisions recognized in the valuation based on the
expected total contrbutions, including the expected contributions both from the governing body of each
participating department and from the State. The expected contributions from the State are state
appropriations equal to {1) the maximum annual contribufion {one-third of all contributions to TESRS by
governing bodles of participating departments in a year) as needed in accordance with state law governing
TESRS and (2) approximately $725,000 each year to pay for part of the System’s administrative expenses.

6. Net Pension Liability

The System's net pension liability was measured as of August 31, 2016, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of August 31, 2016.

Total pension liabitity $ 123,092,111
Plan fiduciary net position 93,964,008
System's net pension liability $ 29,128,103

Plan fiduciary net position as a percentage of the total
pension liability 76.34%

Actuarial Assumptions

The total pension liability in the August 31, 2016 actuarial valuation was determined using the following
actuarial assumptions, appiied to all periods included in the measurement:

Inftation 3.00%
Salary increases N/A
Invesiment rate of return 7.75%, net of pension plan investment

expense, including inflation

Mortality rates were based on the RP-2000 Combined Healthy Lives Mortality Tables for males and for females
projected to 2024 by scale AA.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which expected future net real rates of return {expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These components are combined to produce
the long-term expected rate of return by weighting the expected fulure reat rates of return by the target asset
allocation percentage (currently 4.97%) and by adding expected inflation (3.00%). In addition, the final
7.75% assumption was selected by “rounding down” and thereby reflects a reduction of 0.22% for adverse
deviation. The targst allocation and expected arithmetic real rates of relurn for each major class are
summarized in the following table:
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Target Long-Term Expected Net
Allocation Real Rate of Return (Arithmetic)
Equities
Large cap domestic . 32% 572%
Small cap domestic 10 5.96
Developed international 21 6.21
Emerging markets 6 7.18
Master limited partnership b 7.61
Fixed income
Domestic 21 1.61
International 5 1.81
Cash 0 0.00
Total 100%
Weighted average 4.97%

Discount Rate

The discount rate used fo measure the total pension liability was 7.75%. No projection of cash flows was used
to determine the discount rate because the August 31, 2016 actuarial valuation showed that expected
contributions would pay the normal cost and amaitize the unfunded actuarial accrued liability (UAAL) in 30
years using the conservative level dallar amortization method. Because of the 30-year amortization petiod
with the conservative amoriization method, the pension plan's fiduciary net position is expected o be
available to make all projected future benefit payments of current active and inactive mermbers. Therefore, the
long-term expected rate of return on pension plan investments was applied fo all periods of projected benefit
payments to determine the total pension liability.

Sensitivity of tha net pension lability o changes in the discount rate
The following presents the net pension liability of the Sysiem, calculated using the discount rate of 7.75%, as

well as what the System's nat pension liabilily would be if it were calculated using a discount rate that is 1
percentage point lower (6.75%) or 1 percentage point higher (8.75%) than the current rate:

1% Decrease in Discount 1% Increase in
Discount Rate Rate Discount Rate

City's proportionate share of the net
pension liability $ 51,287 § 30,283 & 16,917
System's net pension liability $ 49314321 § 29,128,103 16,266,418

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's Fiduciary Net Position Is available in a separately-issued
TESRS financial report. That report may be obtained on the Internet at www. TESRS.org.

Pension Liabilifies, Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Hesources
Related to Pensions

At September 30, 2017, the City reported a liability of $30,293 for Its proportionate share of the TESRS's neat
pension liability.

The nat pension liability was measured as of August 31, 2016 and the total pensicn liability used to calculate
the net pension labilly was determined by an actuarial valuation as of that date. The City's proportion of the
net pension liability was based on the Gily's contributions to the pension plan relative o the contributions of all
participating departmerts to the plan for the period September 1, 2015 through August 31, 2016.
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J.

For the year ended September 30, 2017, the City recognized pension expense of $4,326.

At September 30, 2017, the City reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Dafarred Quiflows Defarred Inflows
of Resgurces of Resources

Differences between expecied and actual

economic expearience $ - $ -
Changes in actuarial assumptions e -
Difference between projected and actuat

investment earnings 6,428 -

Contributions subsequent to the measure-
ment date 8,887 --
Taotal $ 15,315 $ -

$8,887 reporfed as deferred outflows of resources related to pensions resulting from contributions subseqguent to
the measurement date will be recognized as a reduction of the net pension liability for the year ending
September 30, 2017. Other amounts reported as deferred outflows and inflows of resources related to pensions
will be recognized in pension expense as follows:

Year ended August 31:

2018 $ 1,681
2018 $ 1,682
2020 $ 2,662
2021 $ 403
2022 $ -
Thereafter $ -

AGGREGATION OF PENSION RELATED BALANGES

The following is an aggregation of pension related balances reflected in the financial statements:

TMRS TESRS Total
Deferred outflow of resources related to pensions $ 539,010 $ 15,315 % 554,325
Net pension liability 1,811,135 30,293 1,841,428
Deferred inflows of resources related to pensions 120 -~ 120
Pension expenses/expanditures 388,254 4,326 392,580

Health Care Coverage

The Clly of Gilmer provides health and dental insurance benefits for its employees. The Gity contracts with the Texas
Municipal League for health insurance. The City does not retain any fisk of loss for health care benefits. The total
cost to the City of Gilmer for the fiscal year ended September 30, 2017 was $337,455. The cost of health and dental
insurance benefits is recognized as an expenditure as it Is paid. The general fund contributed $275,469, the water
and sewer fund contributed $55,201, and other governmentat funds contributed $6,785.

Commitmenis and Gontingeticies

1.

Contingencies
The City participates in grant programs which are governed by varous rules and regulations of the grantor

agencies. Costs charged to the respective grant programs are subject to audit and adjustment by the grantor
agencies; therefore, to the exient that the Gity has not complied with the rules and regulations governing the
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K.

grants, refunds of any money received may be required and the collectibility of any related receivable may be
impaired. In the opinion of the City, there are no significant contingent liabilities refating fo compliance with
the rules and regulations goveming the rospective grants; therefore, no provision has been recorded in the
accompanying basic financial statemants for such contingencies.

2.  Litigation
No reportable litigation was pending against the Gity at September 30, 2017.

Subsequent Evenis

Management has evaluated subsequent events through March 22, 2018, the date on which the financial
statements were available to be issued.

Deferre mpensatio

Employees of the City may participale in a deferred compensation plan adopted under the provisions of Internal
Revenue Code Section 457 {Deferred Compensation Plan with Respect to Service for State and Local
Governments). The deferred compensation plan is available to all employees of the City. Under the plan,
employees may elect to defer a portion of their salaries and avoid paying taxes on the deferved portion until the
withdrawal date. The deferred compensation amount is not for withdrawal by employses uniil termination,
retirement, death, or unforeseeable emergency.

An unrelated financial institution administers the deferred compensation plan. Under the terms of GASB Statement
No. 32, an IRC Section 457 deferred compensation plan's deferred compensation and income attributable to the
investment of deferred compensation amounts are held in trust, until paid or made available to the employees of
beneficiaries and are the property of ihe employees and are not accessible by the Gity or its creditors.

The City does not perform the invesiing funclion or have significant adminisirative involvement in the handling of
the plan.

Restricted Fund Balange and Net Position
As of Seplember 30, 2017, fund balances restricted for specific purposes were as follows:

General Fund

Hotel-Motel tax $ 33,083
Court restricted funds 12,358
LEOSE 7.529
Wal-Mart grant for police depariment 4,382
Poiice Officers Fund . 273

$ 58,625

Cther Govermnmental Funds
Police Dept. Seizure Fund $ 10,273
USDA Loan Program 120,712

$ 130,885
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As of September 30, 2017, fund balance assigned for specific purposes was as follows:

General Fund

Praservation of artifacts $ 50,000
Future compensated absences 14,418
Main Street 1,772
Fire department 117
Animal control 1,811
Police depariment 1,516
Park projects 101,834
Cemetery 1,521
Chamber Christmas decorations 471

$ 173,460
As of September 30, 2017, net position restricted for specific purposes was as follows:

Governmental Activities

Hotel-Motel tax $ 33,983
Court restricted funds 12,358
LEOSE 7,529
Wal-Mart grant for police department 4,382
Police Officers Fund 273
Police Dept. Seizure Fund 10,273
Civic Center . 6,211
USDA Loan Program 120,711

$ 195,720

N.  Prior Period Adjustment

In fiscal year 2012, the City of Gilmer was awarded a grant from the Texas Department of Transportion. 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.

Duting fiscal years 2015 and 2018, the City recognized the full amount of the grant, $667,083 as an inkind
contribution to land acquisition costs in connection with this project. However, during the current year audit, it was
determined that only $24,445 of grant proceeds were earned during those years by the City. The accampanying
financial statements reflect a prior period adjustment in the Airport Fund Enterprise Fund in the amount of
$642,638 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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Required Supplementary Information

Required supplementary information includes financial information and disclosures required by the Govemmental
Accounting Standards Board but not considered a part of the basic financial statements.
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EXHIBIT A-11
CITY OF GILMER, TEXAS
SCHEDULE OF CHANGES IN THE CITY'S
NET PENSION LIABILITY AND RELATED RATIOS
TEXAS MUNICIPAL RETIREMENT SYSTEM
LAST TEN FISCAL YEARS *
Measurement Period

20186 2015 2014 2013 2012 2011 2010 2009 2003 2007
Total pension liability:
Service cost § 312,601 & 279,805 $ 251,495 § - $ - $ - $ - § - $ - $ -
Interest 572,622 556,162 536,347 - n - - - - -

Changes of benefit terms - - - - - - - -
Differences between expected
and actual experience 52,439 (18,474) (156,024) - - - - - -

Changes of assumptions - 26,163 - - - - - = - -
Benefit payments, including refunds

of empleyee contributions {250,697} {353,280) (366,623) -- - - - - - -
Net change in total pension liability 846,965 480,478 262,195 - -- -- - - -- -
Total pension liability - beginning 8,472,334 7,581,858 7,719,663 - - - - - - -
Total pension liability - ending (a) $ 9119299 §  BA472,334 3§ 7981858 $ - $ - $ - $ - kS - $ - $ -
Plan fiduciary net position:
Contributions - employer - $ 274,402 § 273,887 & 254,283 $ - $ - $ w $ - $ - 5 - $ -
Contributions - employee 127,332 120,303 116,111 - - - - - - -
Net invesiment income 456,045 9,800 362,730 - - - - - - -
Benefit payments, including refunds

of employee contributions {290,697) (353,280} (366,623} - - C - -~ - - -
Administrative expense {5,149) {6,024} (3,787} - -~ - - - - --
Other (277) (298) . (311) - - - -~ - - -
Net change in plan fiduciary

net position 561,656 44,278 362,403 - - - - - - -
Plan fiduciary net position

- beginning 6,746,508 8,702,228 6,339,825 - -- - - -- - -
Plan fiduciary net positien

- ending (b) $ 7.308,164 $ 6,746,506 §  B702,228 § - $ -~ b3 - $ - $ - $ - $ -
City's net pension

liability - ending (a) - (b} 3 1811,135 % 1725828 8 1,279,630 § - § - 8§ - 3 - § - 5 - $ -
Plan fiduciary net position

as a percentage of the

total pension liability B0.14% 79.63% 83.97% - - - - - - -
Covered-employee payroll $ 2122208 § 2005048 §  1,035190 § - $ - 3 - $ - § - & - $ -
City's net pension

liability as a percentage of

covered-employee payroll 85.34% 88.07% 66.12% - - - - - - -

Notes to Schedule:

* This schedule is presented to fllustrate the requirement to show information for 10 years. However, unii] a full 10-vear trend is compiled,
this schedile provides the information only for those years for which information is available.
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TEXAS MUNICIPAL RETIREMENT SYSTEM

LAST TEN FISCAL YEARS *

EXHIBIT A-12

Fiscal Year
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
Actuarially determined contribution $ 200,855 § 282331 § 270,386 § - $ - $ -- $ - $ - $ - $ -
Contributions in relation to the
actuarially determined contribution (290,855) (282,331) {270,386) - - - - - B -
Centribution deficiency (excess) $ -- $ - $ - g - § - % - 3 - $ - $ - $ --
Covered-empioyee payroll $ 2197347 $ 2104321 % 2,002,551 & - $ - $ - % - 3 - $ o $ -

Contributions as a percentage of
covered-employee payroll

Notes to Schedule

Valuation date:

18.24% 13.42% 13.50%

Actuarially determined contribution rates are caleulated as of December 31 and become effective in January, 13 months later.

Methods and assumptions used to determine contribution rates:

Actuarial cost method
Amortization method
Remaining amortization pericd
Asset valuation method
Inflation

Salary ingreases

lnvestment rate of return
Retirement age

Mortality

Entry age

Level percentage of payroll, closed

20 years

10 year smoothed market; 15% soft corridor
2.5%

3.5 % to 10.5% including inflation

8.75%

Experience-based table of rates that are specific fo the City's plan of benefits. Last updated for the 2015 valuation pursuant to an

experience study of the period 2010 - 2014

RP2000 Combined Mortality Table with Blue Collar Adjustment with male rates multiplied by 108% and femzle rales multiplied by 103% and

projected on a fully generational basis with scale BB

* This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year frend is compiled, this schedule provides the information for those

years for which information is available.
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CITY OF GILMER, TEXAS

SCHEDULE OF THE CITY'S PROPORTIONATE
SHARE OF THE NET PENSION LIABILITY
TEXAS EMERGENCY SERVICES RETIREMENT SYSTEM

LAST TEN FISCAL YEARS *

City's propertion of the net
cension liability (asset)

City's proportionate share of
the net pension liability (asset) $

State's propartionate share of
the net pension liability (asset)
associated with the Gty

Total $

City's covered-employee payrol!

City's proportionate share of the net
pension liability (asset} as a percentage
of its covered-employes payroll

Plan fiduciary net position as a percentage
of the fotal pension liability

Neote: GASB Statement No. 68, Paragraph 81.2.a requires that the infermation on this schedule be datz from the period correspending with the period covered as of the TESRS measurement
date of August 31, 2016 - the period from September 1, 2015 - August 31, 20186.

* Note: Only three years of data is presented in accordance with GASB Statement No. 68, Paragraph 138. "The information for all periods for the 10-year schadules that are required fo be
presented as required supplementary information may not be available initially. In these cases, during the fransition peried, that information should be presenied for as many years as are

Measurament Pericd

EXHIBIT A-13

2018 2015 2014 2013 2012 2011 2010 2009 2008 2007
0.104% 0.120% 0.099% - - - . . - .
30,298 § 32,081 § 17,080 § - $ - - - - . -
46,209 49,024 27,172 - ) - - - - .
75502 § 871,055 § e 5§ = g = = . . - -
N/A N/A NA - § - s - - - - - -
N/A N/A N/A - " - . - - -
76.30% 75.90% 83.50% - - - " - - -

available. The schedules should not include information that is not measured in accordance with the requirements of this Statement."
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SCHEDULE OF CITY CONTRIBUTIONS

TEXAS EMERGENGY SERVICES RETIREMENT SYSTEM
LAST TEN FISCAL YEARS *

EXHIBIT A-14

Fiscal Year
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

Coniractually required contribution kS 7,244 § 8,572 & 8,408 & - - $ - - - - -
Contribuions in refation to the

contractually reguired contribution (7,244) (6,572) (8,408} - - - - - - -
Contribution deficiency (excess) $ -~ $ -- $ - $ - - % - - - - -
City's covered-empioyee payroll N/A N/A N/A $ -- - $ - - - - -
Contributions as a percentage of

covered-employee payroll N/A N/A N/A -- -- - - - o -

Note: GASB Staternent No.88, Paragraph 81.2.b requires that the data in this schedule be presented as of the City's current fiscal year as opposed to the time period covered by the

measurement data of August 31, 2016 - the peried from September 1, 2015 - August 31, 20186.

* Note: Only three years of data is presented in accordance with GASB Statement No. 68, Paragraph 138. "The informaticn for all perieds for the 10-year schedules that are required to be
presented as required supplementary information may not be available initially. In these cases, during the fransition period, that information should be presented for as many years &s are
avallable. The schedules should not include information that is not measured in accordance with the requirements of this Statement.”
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CITY OF GILMER, TEXAS EXHIBIT A-15
ECONOMIC DEVELOPMENT FUND

SPECIAL REVENUE FUND

BUNGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Variance with
Final Budget
Budgeted Amounts Positive
Original Final Actual {Negative)
REVENUES:
Sales tax $ 535,017 $ 535,017 § 548972 $ 13,955
Investment income 4,500 4,500 5,447 947
TOTAL REVENUES 539,517 539,517 554,419 14,802
EXPENDITURES:
Debt service -principal 155,000 155,000 155,000 -
-interest 173,675 173,575 173,575 -
-fees 750 750 750 -~
TOTAL EXPENDITURES 329,325 329,325 329,325 --
Excess {Deficiency) of Revenues
Over (Under) Expenditures 210,192 210,192 225,094 14,902
OTHER FINANCING SOURCES (USES):
Transfers out (80,253} {80,253) (74,989) 5,264
TOTAL OTHER FINANCING SOURCES (USES) (80,253) {80,253) (74,989) 5,264
NET CHANGE IN FUND BALANCES 129,939 129,939 150,105 20,168
FUND BALANCE - BEGINNING 794,617 794,617 794,617 -~
FUND BALANCE - ENDING 8 924,556 $ 924,556 % 944,722 % 20,166
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CITY OF GILMER, TEXAS EXHIBIT A-16
DEBT SERVICE FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Variance with
Final Budget
Budgeted Amounts Positive
Criginal Final Actual {Negative)
REVENUES:
Property taxes $ 577967 & 577,967 § 571,462 & {6,505)
[nvestment income - -- 352 352
TOTAL REVENUES 577,967 577.967 571,814 {(6,153)
EXPENDITURES:
Debt service -principal 240,000 240,000 122,022 117,978
-interest 75,940 75,940 38,610 37,330
-fees 1,500 1,500 2,300 (800)
TOTAL EXPENDITURES 317,440 317,440 162,932 154,508
Excess (Deficiency) of Revenues
Over {Under) Expenditures 260,527 260,627 408,882 148,355
QOTHER FINANCING SOURCES (USES):
Transfers in 168,073 168,073 - {168,073)
Transfers out (428,800) {428,600) {416,585} 12,015
TOTAL OTHER FINANCGING SOURCES (USES) (260,527) (260,527) {416,585) {156,058)
NET CHANGE IN FUND BALANCES - = {7,703) {7,703)
FUND BALANCE - BEGINNING 37,573 37,573 37,573 --
FUND BALANCE - ENDING $ 37573 & 37573 % 29,870 % (7,703}
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CITY OF GILMER, TEXAS

STREET IMPROVEMENTS FUND

CAPITAL PROJECTS FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVENUES:
Grant revenue
TOTAL REVENUES

EXPENDITURES:
Highways and strests
TOTAL EXPENDITURES
Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES):
Transfers in
TOTAL OTHER FINANCING SOURCES (USES)
NET CHANGE IN FUND BALANGES

FUND BALANCE - BEGINNING
FUND BALANCE - ENDING

EXHIBIT A-17

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual {Negative)
233,732 & 233,732 % 233,106 § {626)
233,732 233,732 233,106 (626)
301,207 301,207 281,403 19,804
301,207 301,207 281,403 19,804
(67,475) {67,475) (48,297) 19,178
67,475 67,475 48,297 {19,178}
67,475 67,475 48,297 {19,178}
= 5 - $____- $___ -
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COMPLIANCE SECTION
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KarenN A. Jacks & Associares, P.C.

Certified Public Accountants

P.O. Box 3167 1501 Colony Circle
Longview, Texas 75606 Longview, Texas 75604
Phone: 903-238-8822 Fax: 903-238-9838
Karen A. Jacks, CPA, CGMA ‘ Sherry Davis, CPA
Peggy J. Lantz, CPA Chanie A, Johnson, CPA

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

110 Buffalo

Gilmer, Texas 75644

Members of the City Council:

We have audited, in accordance with the 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, the financial statements of the govermnmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of Gity
of Gilmer, Texas, as of and for the year ended September 30, 2017, and the related notes to the financial
statements, which collectively comprise City of Gilmer, Texas' basic financial statements, and have issued
our report thereon dated March 22, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Gilmer, Texas’
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the GCity of Gilmer, Texas' internal
control. Accordingly, we do not express an opinion on the effectiveness of the City of Gilmer, Texas' internal
control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that thers is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough lo merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed 1o identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Gity of Gilmer, Texas' financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, confracts, and grant agreements, noncompliance with which could have a direct and malerial
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effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely fo describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

. Q. Jocks & Qosocicles; P

Karen A. Jacks & Associates, P.C.

Longview, Texas
March 22, 2018
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CITY OF GILMER, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

A. Summary of Auditors’ Rasulls

1. Financial Statements
Type of auditors’ repaort issued: Unmodified
Internal control over financial reporting:
One or more material weaknesses identified? Yes

One or more significant deficiencies identified that
are not considered to be material weaknesses? Yes

Noncompliance material to financial
statemenis notaed? Yes

B. Financial Statement Findings

NONE
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CITY OF GILMER, TEXAS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Management's Explanation
Finding/Recommendation Current Status If Not Implemented

None
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CITY OF GILMER, TEXAS
GORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2017

None required.
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