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Independent Auditor's Report

April 6, 2016

Honorable Mayor and
Members of the City Council
City of Redwater, Texas

Members of the Council:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of the City of Redwater, Texas (the City) as of and for the year ended September 30, 2015, 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 desigh, 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.

Auditor’s 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 Goversment 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 entity’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 entity’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.



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, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Redwater, Texas as
of September 30, 2015, and the respective changes in financial position, and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the UnitedStates of America.

Emphasis of Matter

As described in Note 1 to the financial statement in 2015, the City adopted new accounting guidance, Governmental
Accounting Standards Board (GASB) Statement No. 68, Accounting and Reporting for Pensions. Our opinions are
not modified with respect to this matter.

Other Mafters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 4-10, budgetary comparison information on page 37, TMRS schedule of changes in net
pension (asset) liability and related ratios on page 38, and TMRS schedule of pension contributions on page 39 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 Reporting Required by Govermment Aunditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 6, 2016, on our
consideration of the City of Redwater, 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 the City of Redwater, Texas' internal control over financial reporting and compliance.

WILF & HENDERSON, P.C.
Certified Public Accountants
Texarkana, Texas

April 6, 2016



City of Redwater, Texas
Management’s Discussion and Analysis
For the Year Ended September 30, 2015

The Management’s Discussion and Analysis (MD&A) for the City of Redwater, Texas is designed to:

1. Assist the reader in focusing on significant financial issues;
2 Provide an overview of the City’s financial activities;
3 Identify changes in the City’s overall financial position and results of operations and assist the user in

determining whether financial position has improved or deteriorated as a result of the year’s operations;

4, Identify any significant variations from the original, amended, and final budget amounts and include any
currently known reasons for those variations that are expected to have a significant effect on future
services or liquidity; and

S Identify individual fund issues or concerns.

The information contained within this MD&A should be considered only as part of a greater whole. The readers of
this statement should take time to read and evaluate all sections of this report, including the footnotes that are
provided in addition to this MD&A.

Overview of the Financial Statements

The MD&A requires supplementary information that introduces the reader to the basic financial statements and

provides an overview of the Cily's financial activities. The City’s basic financial statements consist of the
following components:

1. Government-wide financial statements,
) Fund financial statements, and
3 Notes to the financial statements,

A general description of the components of the basic financial statements follows.
Government-Wide Financial Statements

The Government-Wide Financial Statements are designed to present the financial operations of the City as a whole
in a format similar to private sector companies. All governmental and business-type activities are consolidated into
columns which add to a total for the Primary Government. If the City determines that presentation of a component
unit (which are other governmental units for which the City can exercise significant influence or for which the
Primary Government financial statements would be misleading if component unit information is not presented) is
necessary to allow the reader to determine the relationship of the component unit and primary government, the
component unif information is presented in a separate column of the financial statements or in a separate footnote.

The focus is on the government-wide (entity-wide) Statement of Net Position and Statement of Activities to give
the reader a broad overview of the City’s financial position and results of operations,



a) The Statement of Net Position presents information on the City’s assets and liabilities using the accrual basis of
accounting, in a manner similar to the accounting used by private business enterprises. The difference between the
assets and liabilities is reported as net position. Over time, the increases or decreases in net position (and changes in
the components of net position) may serve as a useful indicator of whether the financial position of the City is
improving or weakening. Although the focus of this MD&A will be on the analysis of the overall changes to net
position, the reader should refer to Note A - Significant Accounting Policies for an explanation of the components
of net position.

b) The Statement of Activities presents information showing how the government’s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of the related cash flows. The format for the Statement of Activities
presents the expenses for each function (administrative, police protection, fire protection, public works and
sanitation) reduced by the Program Revenues (charges for services, operating grants and contributions, and capital
grants and contributions) directly related to each respective function, to determine net costs of each function. The
net costs of each function are normally covered by general revenues.

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 activitics or objectives. The City, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related and legal requirements. The City of Redwater, Texas uses two
categories of funds to account for financial transactions: governmental funds and proprietary funds.

Governmental funds are used to account for most of the basic services and projects reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on how money flows into and out of those funds and the balances
that are left at year-end that are available for spending. These funds are reported using the modified accrual basis of
accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the City’s general government operations and
the basic services it provides. Governmental fund information helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the City’s programs, The City of Redwater,
Texas’ governmental funds include the General Fund for accounting for the City’s basic services.

The Proprietary Fund accounts for water and sewer services for the City of Redwater, Texas. Enterprise funds are
used to account for the same functions as business-type activities presented in the government-wide financial
statements, but the fund presentation provides more detail.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, there
are differences in the information presented for government funds and for governmental activities in the
government-wide financial statements. Review of these differences provides the reader of the financial statements
insight on the long-term impact of the City's more immediate decisions on the current use of financial resources.
We describe the differences between government-wide financial statements (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds in reconciliation schedules following each of the
fund financial statements.

Notes to the Financial Statements

The Notes to the Financial Statements, in particular Note A - Significant Accounting Policies, present the changes
in presentation and reporting required under the GASB 54 standard. When reviewing this MD&A, the reader
should also refer to and review the Notes to the Financial Statements, as well as the Government-Wide and Fund
Financial Statements,

City Highlights
Net position balance at September 30, 2015 in the governmental activities (including the General FFund) decreased

from $767,844 to $753,711. The business-type activities (consisting of the City’s water and sewer) net position
balance decreased from $1,737,187 to $1,627,134.



. For governmental activities, the total net investment in capital assets (after subtracting out debt owed on
capital assets) decreased from $548,909 to $526,881.

. For business-type activities, the total of net investment in capital assets decreased from $1,469,361 to
$1,321,879.

. For business-type activities, the City’s long-term debt at September 30, 2015 decreased from $1,335,000
to $1,290,000.

. The most significant continuing revenue sources for governmental activities of the City consisted of

$48.,374 in charges for services, $47,746 in property tax and related revenues, $29,985 in franchise fees,
and $48,247 in sales tax revenues.

. Charges for business-type activities of the enterprise fund totaled $768,352.
Government-Wide Financial Analysis

During the year ended September 30, 2013, the City adopted GASB Statement No. 68 for Accounting and
Reporting for Pensions. With GASB 68, the City must record its Net Pension Liability and Deferred Outflow of
the Texas Municipa! Retirement System, Adoption of GASB 68 required a prior period adjustment to report the
effect of GASB 68 retroactively. The total amount of the prior period adjustment was (§12,431).

The Statement of Net Position includes the City’s net pension liability and the net deferred outflow as a result of
the implementation of GASB 68 in the year 2015 only. The Statement of Changes includes the expenses as a result
of the implementation of GASB 68 for the year 2015 only. This information is not available for the prior year 2014
financial statements.

Statement of Net Position

Included is a Statement of Net Position for the City of Redwater, Texas. The format allows the reader to view the
overall financial position of the City.

City of Redwater, Texas
Net Position
Governmental Business-Type Component
Activities Activities Unit
2015 2014 2015 2014 2015 2014

Curren( assels $ 240,455 $ 225316 $ 524,932 % 466,011 $ 64,408 $ 94,433
Capital assets, net 526,881 548,909 2,656,879 2,848,361 325,542 285,642

Total Assets 767,336 774,225 3,181,811 3,314,372 389,950 380,075
Deferred outtlows of resources 1,263 - 7,062 - -
Other liabilities 11,639 6,381 253,308 242,185 8,487 8,114
Long-term liabilities - - 1,290,000 1,335,000 83,423 91,898
Net pension liability (TMRS) 3,249 - 18,431 - - -

Total Liabilities 14,888 6,381 1,561,739 1,577,185 91,910 100,012
Net position
Net investment in

capital assets 526,881 548,909 1,321,879 1,469,361 233,644 185,642
Restricted - - 180,164 193,157 64,396 94,421
Unrestricted 226,830 218,935 125,091 74,669 - -

Total Net Position $ 753,711 $ 767,844 § 1,627,134 § 1,737,187 § 298,040 % 280,063




Governmental Activities - Statement of Net Position

The major component of the current and other assets category consists of cash and cash equivalents of $244,448,
The balance in this category comprised of various receivables (amounts due) for taxes and for revenues due from
intergovernmental agencies. The total for cash and cash equivalents reflects the City’s past performance in meeting
budgetary goals and the accumulation of rescurces for future needs of the City.

Capital assets totaling $526,881 (net of accumulated depreciation) is the largest component of assets, and
represents the City’s investment in capital assets necessary to provide services to citizens of the City of Redwater,
Texas. The major categories of fixed assets (land, buildings, machinery and equipment, vehicles, and parks) reflect
the type services currently provided to the City’s residents.

Business-Type Activities - Statement of Net Position

For business-type activities (utility fund), there are three major components of current assets. Unrestricted cash,
cash equivalents and certificates of deposit, totaling $76,025 at fiscal year-end, is available to support current
operations, long-range improvement of the utility system, and future debt requirements. Restricted cash and cash
equivalents totals $300,230. Accounts and unbilled receivable balances of $108,709 represent outstanding water
and sewer billings at fiscal year-end.

Capital assets totaling $2,656,879 (net of accumulated depreciation) represent the City’s investment in equipment,
vehicles, and systems and improvement for the water and sewer systems. Long-term debt outstanding consists of
$1,290,000 for notes payable to support operations of the utility system. Other liabilities at fiscal year-end consist
primarily of accounts payable, accrued expenses and other liabilities, and customer meter deposits payable.

Net investment in capital assets is the major component of net position for business-type activities (enterprise fund)
at a total of $1,321,879, Net position restricted for debt service totaled $180,164. The balance of $125,091
comprises Unrestricted Net Position.



Statement of Activities

A Statement of Activities for the City of Redwater, Texas is presented below listing the major categories of
revenues and expenses for the fiscal year ended September 30, 2015 and 2014. An explanation of the components
of this statement is included immediately following the table.

City of Redwater, Texas
Statement of Activities

Governmental Business-Type Component
Activities Activitics Unit
2015 2014 2015 2014 2015 2014
Reventies
Program Revenues:
Charges for Services $ 48374 § 52,146 S 768,352 % 683450 S - 8 -
General Revenues:
Property taxes 47,746 48,123 . :
Franchise taxes 29,985 29,207 - - - .
Sales and use taxes 48,247 49,762 - - 24,123 24,881
Interest 252 249 269 290 34 56
Other income 1,545 1,224 3,436 5,691 - 7,000
Gain on sale of capital asscts - - - - - 40,150
Gain on trade of land - 12,079 . - - -
Total Revenues 176,149 192,790 772,057 689,431 24,157 72,087
Program Expenses:
General Government 87,612 90,375 - - - -
Streets 62,529 101,730
Parks 32,283 32,374 - - - -
Economic Development - - - - 6,180 848
Public Safety 6,000 6.000 - - - .
Water and Sewer - - 871,537 914,702 - -
Total Expenses 188,424 230,479 871,337 914,702 6,180 848
Increase (Decrease) in Net Position (12,275) (37,680 {99,480) (225,271) 17,977 71,239

Government-Wide Review of Statement of Activities

The Statement of Net Position presents revenues, expenses, and changes in net position separately for
governmental activities and business-type activities. The format allows for presentation of program revenues
(charges for services, operating grants and contributions, and capital grants and contributions) followed by a listing
of general revenues to support the City’s overall governmental or business-type activities. Expenses are presented
on a functional basis, with depreciation on fixed assets directly allocated to the related expense (general and
administrative, parks, etc.).

Governimental Activities - Statement of Activities

As noted above, there are two categories of revenues on the Statement of Activities - program revenues and general
revenues. Program revenues derive directly from the program itself or from parties outside the City’s taxpayers or
citizenry, as a whole; they reduce the net cost of the function to be financed from the government’s general
revenues. Program revenues are further divided into charges for services, operating grants and contributions, and
capital grants and contributions. For governmental activities, the major revenues for the City in the charges for
services are $27,157 for refuse income, $5,500 for public safety activities and $15,717 for miscellaneous charges in
general and administrative activities.



General revenues include all revenues not required to be reported as program revenues, All taxes are to be reported
by type tax. For the City of Redwater, Texas, the major tax revenues are property tax and related revenues of
$47,746, franchise fees of $29,985 and sales tax revenues of $48,247.

Program expenses are presented in the above Statement of Activities by function and total $188,424 for the current
fiscal year-end. Expenses decreased due to major street repairs during the prior year. Revenues less expenses

presented in this statement total to a decrease in net position of $12,275.

Business-Type Activities - Statement of Activities

Business-type activities provided by the City of Redwater, Texas consist of water and sewer. All revenues are in
the category of program revenues, with the exception of interest income reported as general revenue. Program
revenues for the current fiscal year in the charges for services subcategory consist of billings of $768,352 for water
and sewer. Revenues increased due to a raise in the water rates at the beginning of the current year,

The City reports the total amount of expenses for operation of the utility system as $871,537 for the fiscal year
ended September 30, 2015. The change in net position (revenues less expenses and transfers) for the current fiscal
year was a decrease in net position of $99,480. Water and sewer program expenses include $194,896 of
depreciation expense. Expenses decreased due to well rehabilitation and vehicle repairs during the prior year.

Governmental Funds

At year-end, the City’s governmental funds reported combined fund balance of $43,625 committed for capital
improvement projects and $185,191 as unassigned. Under the modified-accrual basis for fund financial statements,
the emphasis is on accounting for current financial resources of the City. Assets consist primarily of $244,448 cash
and cash equivalents, Liabilities for the City consist primarily of accounts payable, accrued expenses and other
liabilities and due to the Proprictary Fund.

The fund reporting format presents in the Statement of Revenues, Expenditures, and Changes in Fund Balance all
revenue types followed by the expenses of the City, also presented on a functional basis. However, for the fund
financial statements, the City reports only current year capital expenditures and does not report depreciation on
capital assets. Principal payments on loans are reported only as a current year expenditure and not the related long-
term loan liability as in the government-wide financial statements. The major revenue sources are similar to the
government-wide presentation above, with additional detail provided for services for which the City receives a fee
or charge for services (refuse and rental fees). The General Fund reports a balance of $9,881 excess of revenues
and other sources over expenditures and other uses. Fund balance at the end of the current fiscal year for the
General Fund was $228,816.

Proprietary Fund

The total amounts presented for the Proprietary Fund (utility funds for water and sewer services) are identical to the
government-wide presentation. Statement of Revenues, Expenses, and Changes in Net Position, presents a more
detailed listing of expenses than presented in the government-wide statements, pending implementation of financial
reporting improvements to report activities of the water and sewer systems on a functional basis. The major
operating expenses of these funds include $148,916 for water contracts, $210,388 for salaries and wages, and
$194,896 for depreciation expense. Non-operating revenues and expenses include $269 in interest income and
$58,268 reported for interest expense and fees on bonds, notes and capital leases payable.

Capital Assets and Long-Term Debt

Capital Assets

At the end of the fiscal year 2015, the governmental activities had $526,881 (net of accumulated depreciation)
invested in a broad range of capital assets. During 2015, additions included a computer, fencing around the
Redwater ballfield parking lot, and playground equipment for the park,



The business-type activities has $2,656,879 (net of accumulated depreciation) invested in capital assets. Business-
type activities capital assets adcditions during the year ended September 30, 2015 included the purchase of a bush
hog cutter and water meters.

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

Long-Term Debt

Al year-end the City had $1,290,000 in long-term notes payable in the business-type activities. More detailed
information about the City’s long-term liabilities is presented in Note F to the financial statements.

Budget and Actual Revenues and Expenditures

The City amended the General Fund budget during the year to increase revenues in total and to decrease
cxpenditures. The variance between budgeted and actual revenues for the General Fund is $16,489. The variance
between budgeted and actual expenditures for the General Fund is ($7,223).

Economic Factors

The City of Redwater, Texas’s management approach is conservative, yet accommodating to economic
development. Whenever possible, the Mayor and City Council actively pursue grants and other funding to provide
more and better services for the City while relying on existing revenues and living within the budget. The City of
Redwater, Texas finances long-term projects only when necessary. The property tax rate for fiscal year ending
September 30, 2016 remained the same at $0.188931.

Requests for Information

This financial report is designed to provide a general overview of the City of Redwater, Texas’s finances and to
demonstrate the City’s accountability. If you have questions regarding this report or need additional information,
contact the city hall at P.O. Box 209, Redwater, Texas, 75573. The phone number for the City is (903) 671-2775.

10



CITY OF REDWATER, TEXAS
BASIC FINANCIAL STATEMENTS



CITY OF REDWATER, TEXAS
STATEMENT OF NET POSITION

ASSETS

Cash and cash equivalents

Certificates of deposit

Accounts receivable (net)

Utility accounts receivable (net)

Unbilled receivables (net)

Prepaid insurance

Restricted assets - cash and cash equivalents
Interfund accounts

Due from RIDC

Capital assets (net of accumulated depreciation):

Land

Buildings

Office furniture and equipment
Equipment and tools

Park facilities

Pumps and equipment

Line and storage

Water meters

Sewer system

Less accumulated depreciation

Total Assets

DEFERRED QUTFLOW OF RESOURCES
Deferred Outflow Related to TMRS, net

LIABILITIES
Accounts payable
Accrued expenses and other liabilities
Accrued interest payable
Refuse contract payable
Customer meter deposits
Due to General Fund
Noncuwrrent liabilities:
Due within one year
Due in more than one year
Net pension liability {TMRS)

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted for:

Debt service

Economic development
Unrestricted

Total Net Position

SEPTEMBER 30, 2015

Primary Government

Governmental

Business-Type

Component

Activities Activities Total Unit

$ 244448 $ 70,152 $ 314,600 $ B
23,492 5,873 29,365 E
8,830 - 8,830 -
- 77,906 77,906 -
- 30,803 30,803 -
604 3,037 3,641 -
- 300,230 300,230 64,408
(36,931) 36,931 - S
12 = 12 .
158,401 25,331 183,732 325,542
87,700 40,427 128,127 -
20,388 23,504 43,892 -
88,050 318,529 406,579 -
620,970 g 620,970 3
- 331,686 331,686 -

x 2,318,199 2,318,199
- 152,804 152,804 -
- 2,472,718 2,472,718 -
- (448,628) {3,026,319) (3,474,947) -
$ 767,336 $ 3,181,811 $ 3,949,147 $ 389,950
$ 1,263 $ 7,062 $ 8,325 $ -
$ 8,657 $ 52,767 $ 61,424 $ -
2,982 17,179 20,161 B

- 18,529 18,529

18,296 18,296
101,537 101,537 B
- - - 12
- 45,000 45,000 8,475
- 1,290,000 1,290,000 83,423
3,249 18,431 21,680 -
14,888 1,561,739 1,576,627 91,910
526,881 1,321,879 1,848,760 233,644
- 180,164 180,164 -
= - - 64,396
226,830 125,091 351,921 -
$ 753,711 3 1,627,134 $ 2,380,845 $ 298,040

‘The accompanying notes are an integral part of this statement.
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CITY OF REDWATER, TEXAS
STATEMENT OF ACTIVITIES
SEPTEMBER 30, 2015

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

Primary Government

Operating Capital
Charges for Grants and Grants and Governmental  Business-type Component
Functions/Programs Expenses Services Contributions  Contributions Activities Activities Total Unit
Primary government:
Governmental activities:
General and administrative 5 87612 § 42874 % - 3 - 3 (44,738) % - 3 (44,738) $ -
Streets 62,529 - - - (62,529) - (62,529) -
Parks 32,283 - - - (32,283) - (32,283) -
Public Safety 6,000 3.500 - - (500) - (500) -
Total governmental activities 188.424 48,374 - - {140.050) - (140.050) -
Business-Lype activities:
Water and sewer §71.537 768,332 - - (103.185) (103,185) -
Total busingss-type activities 871.537 768,352 - - - (103,185) (103,185) -
Total primary government $ 1059961 § 816726 % 5 - 5 (140050 § {103,185) % (243.235) §
Component Unit:
RIDC 6.180 - - - - - (6,180)
Total component unit $ 6,180 § - 35 - § - - - - (6.180)
General revenues:
Property taxes and related revenues 47,746 - 47.746 -
Franchise fees 29,985 - 29,985 -
Sales taxes 48,247 - 48,247 24,123
Interest income 252 269 521 34
Other income 1,545 3436 4981 -
Total general revenues 127.775 3,705 131,480 24,157
Change in net position (12,273) (99,480} (111,735) 17.977
Net position at beginning of year 767.844 1,737,187 2,505,031 280,063
Prior period adjustment (See Note ) (1,858) (10,373} (12,431) -
Net position at end of year N 753,711 1,627.134 § 2,380,845 § 298,040

The accompanying notes are an integral part of this statement
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ASSETS

Current Assets:
Cash and cash equivalents
Certificates of deposit
Receivables, net allowances
Prepaid insurance
Due from RIDC

Total Assets

LIABILITIES

Accounts payable

Acerued expenses and other liabilities
Due to Proprietary Fund

Total Liabilities

FUND BALANCES

Committed Fund Balance:
Capital Improvement Projects

Unassigned Fund Balance

Total Fund Balances

Tolal Liabilities and Fund Balances

CITY OF REDWATER, TEXAS
GOVERNMENTAL FUND TYPES
BALANCE SHEET
SEPTEMBER 30, 2015

Total
General Governmental
Fund Funds
$ 244,448 $ 244,448
23,492 23,492
8,830 8,830
604 604
12 12
§ 277386 $ 277386
k) 8,657 $ 8,657
2,982 2,982
36,931 36,931
48,570 48,570
43,625 43,625
185,191 185,191
228,816 228 816
¥ 277386 $ 271386

The accompanying notes are an integral part of this statement.
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CITY OF REDWATER, TEXAS
GOVERNMENTAL FUNDS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2015

Total Fund Balance - Governmental Funds $ 228,816

Amounts reported for governmental activities in the statements of
net position is different because:

Capital assets used in governmental activities are not financial resources and

therefore are not reported in the governmental funds. At the beginning of the year,

cost of these assets was $958,272 and the accumulated depreciation was $409,363,

In addition, long-term liabilities of $0 are not due and payable in the current period,

and, therefore are not reported as liabilities in the funds, The net effect of including

the beginning balances for capital assets (net of depreciation) and long-term debt in

the governmental activities is to increase net position, 548,909

Current year capital outlays and long-term debt principal payments are expenditures

in the fund financial statements but they should be shown as increasces in capital

assets and reductions in long-term debt in the government wide financial statements.

The net effect of including the 2015 capital outlays of $17,237, plus debt principal

payments of $0 is to increase net position. 17,237

The 2015 depreciation expense increases accumulated depreciation. The net effect
of the current year's depreciation is to (decrease) net position. (39,265)

The net effect of including the beginning balance for pension assets (net of the liability)
in the governmental activities is to (decrease) net position. (1,858)

The net effect of change in pension liability and the net effect of the change in
deferred outtlows in the governmental activities is to (decrease) net position. (128)

Net Position of Governmental Activities S 753,711

The accompanying nates are an integral part of this statement,
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CITY OF REDWATER, TEXAS
GOVERNMENTAIL FUND TYPES

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED SEPTEMBER 30, 2015

Revenues

Property taxes
Franchise tuxes
Sales taxes
Intergovemmental
Refuse income
Rental income
Lease income
Interest
Miscellaneous

Total revenues

Expenditures

Accounting and audit fees
Appraisal district fees
Beautification

Insurance

Legal and filing fees
Mileage, travel and training
Oftice supplies/postage
Repairs and maintenance
Retirement

Salaries & taxes-administration
Street repairs

Utilities

Miscellancous

Public safety

Capital outlay

Total expenditures
Excess (deficiency) of revenues over expenditures
Fund balance at beginning of year

Fund balance at end of year

The accompanying notes are an integral part of this statement.
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Total
General Governmental

Fund Funds
b 47,746 h 47,746
29,985 29,985
48,247 48,247
5,500 5,500
27,157 27,157
9,000 9,000
3,720 3,720
252 252
4,542 4,542
176,149 176,149
2,840 2,840
1,438 1,438
9044 904
10,379 10,379
263 263
4,597 4,597
2,984 2,984
1,546 1,546
1,265 1,265
38,808 38,808
62,529 62,529
8,503 8,503
6,975 6,975
6,000 6,000
17,237 17,237
166,268 166,268
9,881 9,881
218,935 218,935
$ 228816 $ 228816




CITY OF REDWATER, TEXAS
GOVERNMENTAL FUNDS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES 170 THE STATEMENT OF ACTIVITIES
SEPTEMBER 30, 2015

Net changes in Fund Balances - Governmental Funds $ 9,881

Current year capital outlays and long-term debt principal payments are expenditures

in the fund financial statements but they should be shown as increases in capital

assets and reductions in long-term debt in the government wide financial statements.

The net effect of including the 2015 capital outlays of $17,237, plus debt principal

payments of $0 is to increase net position, 17,237

The 2015 depreciation expense increases accumulated depreciation. The net
effect of the current year's depreciation is to (decrease) net position. (39,265)

The net effect of change in pension liability and the net effect of the change in

deferred outflows in the governmental activities is to (decrease) net position. (128)
Change in Net Position in Governmental Activities 5 (12,275)

The accompanying notes are an integral part of this statement,
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CITY OF REDWATER, TEXAS
PROPRIETARY FUNDS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2015

ASSETS

Current Assets:
Cash and cash equivalents
Certificates of deposit
Accounts receivable (net)
Unbilled receivables (net)
Prepaid Insurance
Duc from General Fund

Total Current Assets
Restricted Assets:
Cash and cash equivalents
Capital Assets:
Land
Buildings
Furniture and fixtures
Lquipment and tools
Pumps and treatment equipment
Lines and storage
Water meters
Sewer system
Less accumulated depreciation

Total Capital Assets, net of accumulated depreciation

Total Assets

DEFERRED OUTFLOW OF RESOURCES
Deferred Outflow Related to TMRS

LIABILITIES
Current Liabilities:
Accounts payable
Accrued expenses and other liabilities
Accrued interest payable
Refuse contract payable
Customer meter deposits
Bonds and notes payable, current portion

Total Current Liabilities
Noncurrent Liabilities:
Bonds and notes payable, long-term, net
Net pension liability (TMRS)

Total Noncurrent Liabilities
Total Liabilities

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total Net Position

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

and Sewer Totals
$ 70,152 $ 70,152
5,873 5,873
77,906 77,906
30,803 30,803
3,037 3,037
36,931 36,931
224,702 224,702
300,230 300,230
25,331 25,331
40,427 40,427
23,504 23,504
318,529 318,529
331,686 331,686
2,318,199 2,318,199
152,804 152,804
2,472,718 2,472,718
(3,026,319) (3,026,319)
2,656,879 2,656,879
$ 3,181,811 § 3,181,811
$ 7,062 $ 7,062
$ 52,767 $ 52,767
17,179 17,179
18,529 18,529
18,296 18,296
101,537 101,537
45,000 45,000
253,308 253,308
1,290,000 1,290,000
18,431 18,431
1,308,431 1,308,431
1,561,739 1,561,739
1,321,879 1,321,879
180,164 180,164
125,091 125,091
$ 1,627,134 $ 1,627,134




CITY OF REDWATER, TEXAS
PROPRIETARY FUND

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Operating Revenues:
Charges for services
Other income

Total operating revenues

Operating Expenses:
Accounting and audit
Bad debt expense
Chemicals
Depreciation
Equipment repairs and maintenance
Equipment supplies and tools
Fees and permits
Insurance - group health and workers compensation
Insurance - other
Lab services and testing
Legal and advertising
Maintenance contracts
Miscellaneous
Office supplies and expense
Postage
Refuse charges
Rent-building and equipment
Repairs and maintenance - water and sewer system
Retirement
Salaries and wages
Supplies-operating
Taxes-payrol]
Telephone and radio
Utilities
Vehicle repairs and maintenance
Vehicle supplies
Water contracts
Total operating expenses

Operating income (loss)

Non-Operating Revenues (Expenses)
Interest income
Interest expense and fees
Total nonoperating revenues (€xpenses)

Change in net position

Net position at beginning of year
Prior period adjustment (Note [}

Net position at end of year

The accompanying notes are an integral part of this statement.
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Water
and Sewer Totals
$ 768,352 $ 768352
3,436 3,436
771,788 771,788
14,999 14,999
1,238 1,238
10,874 10,874
194,896 194,896
928 928
6,495 6,495
4,941 4,941
41,984 41,984
6,586 6,586
13,122 13,122
977 977
2,183 2,183
8,890 8,890
2,038 2,038
5,067 5,067
2,667 2,667
9,000 9,000
32,687 32,687
7,864 7,864
210,388 210,388
8,922 8,922
16,239 16,239
6,821 6,821
37,409 37,409
1,490 1,490
15,648 15,648
148,916 148,916
813,269 813,269
(41,481) (41,481)
269 269
(58,268) (58,268)
(57,999) (57,999)
(99,480) (99,480)
1,737,187 1,737,187
(10,573) {10,573

$ 1,627,134

$ 1,627,134




CITY OF REDWATER, TEXAS
PROPRIETARY FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Water
and Sewer Totals
Cash Flows from Operating Activitics
Receipts from customers $ 758,281 $ 758,281
Payments to suppliers (398,072) (398,072)
Payments to employees (210,388) (210,388)
Net cash provided by operating activities 149,821 149,821
Cash Flows from Capital and Related Financing Activities
Capital assets purchased (3,414) (3.414)
Bonds and notes principal retirement (44,000) (44,000)
Bonds and notes interest and fees expense paid (58,833) (58,833)
Net cash (used) by capital and financing activities (106,247) (106,247)
Cash Flows from Investing Activities
Interest reinvested in investiments 29) 29
Interest received 269 269
Net cash provided by investing activities 240 240
Net increase (decrease) in cash and cash equivalents 43,814 43,814
Cash and cash equivalents at beginning of year 326,568 326,568
Cash and cash equivalents at end of year $ 370,382 § 370,382
Reconciliation of operating income (loss) to net cash provided
(used) by operating activities:
Operating income (loss) § (41,48 $  (41.48D)
Depreciation expense 194,896 194,896
Change in assets and liabilities:
(Increase) decrease in receivables (15,407) (15,407)
(Increase) decrease in prepaid insurance 238 238
Increase (decrease) in accounts payable 7,739 7,739
Increase (decrease) inacerued
expenses and other liabilities 1,140 1,140
Increase (decrease) in customer meter deposits 1,900 1,900
Increase (decrease) in pension plan liabilities and outflows 796 796
Net cash provided by operating activities $ 149,821 $ 149,821

The accompanying notes are an integral part of this statement.
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CITY OF REDWATER, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Redwater, Texas (the City) was incorporated on October 20, 1941 and was reactivated in May of 1988
under the provision of the State of Texas. The City operates under a Council-Mayor form of government and
provides the following services as authorized by its state statutes: public safety and general admninistrative services.
The city owns and operates a water and sewer system,

The accounting and reporting policies of the City relating to the amounts included in the accompanying basic
financial statements conform to accounting principles generally accepted in the United States of America applicable
to state and local governments. Generally accepted accounting principles for local governments include those
principles prescribed by the Governmental Accounting Standards Board (GASB), the American Institute of Certified
Public Accountants in the Publication entitled Audits of State and Local Governmental Units and by the Financial
Accounting Standards Board (when applicable).

GASB Statement 68, Accounting and Financial Reporting for Pensions, issued June 2012 was adopted for the year
ending September 30, 2015. The City participates in the Texas Municipal Retirement System. This Statement
establishes standards of accounting and financial reporting for defined benefit pensions and defined contribution
pensions provided to the employees of state and local governmental employers through pension plans that are
administered through trusts or equivalent arrangements (hereafter jointly referred to as trusts) in which:

a. Contributions from employers and nonemployer contributing entities to the pension plan and earnings on
those contributions are irrevocable.

b. Pension plan assets are dedicated to providing pensions to plan members in accordance with the benefit
terms.

c. Pension plan assets are legally protected from the creditors of employers, nonemployer contributing
entities, and the pension plan administrator. If the plan is a defined benefit pension plan, plan assets also are
legally protected from creditors of the plan members.

GASB Statement 68 requires the employer to report the net pension asset or liability, pension expense, and related
deferred inflows and outflows of resources associated with providing retirement benefits to their employees and
former employees in their basic financial statements. This statement required governmental entities to record the net
pension asset or liability and the related outflows and inflows retroactively. The City retroactively recorded a net
pension liability ($2,652), net deferred outflows of resources $794, totaling ($1,858), in the Governmental
Activities. In the Proprietary Fund the City retroactively recorded a net pension liability ($15,093), net deferred
outflows of resources $4,520, totaling (810,573).

GASB Statement 63, ftems Previously Reported as Assets and Liabilities, issued March 2012 was adopted for the
year ending September 30, 2014, This statement established accounting and financial reporting standards that
reclassified, as deferred outflows of resources or deferred inflows of resources, certain items that were previously
reported as assets and liabilities and recognizes, as outflows of resources or inflows of resources, certain items that
were previously reported as assets and liabilities. This Statement also provides other financial reporting guidance
related to the impact of the financial statement elements deferred outflows of resources and deferred inflows of
resources, such as changes in the determination of the major fund calculations and limiting the use of the term
deferred in financial statement presentations. The statement also required all bond issuance costs to be recorded as
expenses in the year the bonds are issued and that previously incurred bond issuance costs be written off as of the
beginning of the earliest comparative year presented.

Reporting Entity

The City’s basic financial statement included the accounts of all City operations. The financial statements presented
herein do not include agencies which have been formed under applicable state laws or separate and distinct units of
government aparl from the City of Redwater, Texas.
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