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CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR’S REPORT

Honorable Mayor
And City Council
City of Riesel, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Riesel, Texas, 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 design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

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.
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, each major fund,
and the aggregate remaining fund information of the City of Riesel, 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 United States of America.



Change in Accounting Principle

As discussed in Note 1 to the financial statements, in 2015 the City adopted new accounting guidance,
Govermental Accounting Standards (GASB) Statement No. 68, Accounting and Financial Reporting for
Pensions ¢ an amendment of GASB Statement No. 27 and Governmental Accounting Standards (GASB)
Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date ¢ an
amendment of GASB No. 68. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information and schedule of changes in net pension
liability and related ratios, and the schedule of contributions on pages 3-7 and 38-41 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 Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 27, 2016,
on our consideration of the City of Riesel, 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 Riesel, Texas’ internal control
over financial reporting and compliance.

Donald L. Allman, CPA, PC

Georgetown, TX
April 27, 2016



Management’s Discussion and Analysis

The management of the City of Riesel (the City) offers the following overview and analysis of the
financial statements and financial activities for the City for the twelve months ended September 30, 2015.

Financial Highlights

1 The assets of the City exceeded liabilities at the close of the most recent fiscal year by
$6,578,924 Of this amount, $ 1,360,320 may be used to meet the government’s ongoing
obligations to citizens and creditors.

1 As of the close of the 2014-2015 fiscal year, the City’s governmental funds reported combined
ending fund balances of $3,037,982 an increase of $473,574 in comparison with the prior year
(after the effect of a prior period adjustment)

1 At the end of the 2014-2015 fiscal year, unassigned fund balance for the general fund was
$779,818 or 81.6% percent of total general fund expenditures.

9 At the end of the 2014-2015 fiscal year, the City’s total debt outstanding was $1,440,928 a
decrease of 8.2% from the previous year.

Overview of the Financial Statements

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

Government-wide financial statements: The governrmentwide financial statementsre designed to
provide readers with a broad overview of the City’s finances in a manner similar to a private-sector
business.

The statement of negposition presents information on all of the City’s assets and liabilities, with the
difference between the two reported as netposition Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activitiepresents 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 related callbws Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods.



Both the government-wide financial statements distinguish functions of the City that are principally
supported by property tax, citations, sales tax, street tax, and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (businesgype activities) The governmental activities of the City include
general government, public safety, streets and sanitation. The business-type activities of the City include
water distribution operations and sewer services.

The government-wide financial statements can be found on pages 8 and 9 of this report.

Fund financial statements: A fundis a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City can be divided into two categories: governmental funds and
proprietary funds.

Governmental fundsGovernmental fundare used to account for essentially the same functions reported

as governmentahctivitiesin the government-wide financial statements. However, unlike the government-

wide financial statements, governmental fund financial statements focus on nearterm inflows and
outflows of expendable resources well as on balances of expendable resouraesilable at the end of

the fiscal year. Such information may be useful in evaluating a government’s near-term financing

requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governnental fundswith similar
information presented for governmental activitiei the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balance provide a reconciliation to facilitate this comparison between
governmental fundand governmental activities

The basic governmental fund financial statements can be found on pages 10 and 12 of this report.

Proprietary funds: The City uses proprietary/enterprise funds to account for its water distribution
operations and sewer services. Proprietary funds provide the same type of information as the government-
wide financial statements, only in more detail. The proprietary fund financial statements provide separate
information for the water fund and sewer fund, both of which are considered to be major funds of the
City. The basic proprietary fund financial statements can be found on pages 13 through 16 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 17 through 36 of this report.



Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City, assets exceeded liabilities by $6,578,924 at the close of the most recent
fiscal year.

A large portion of the City’s net assets (49%) reflects its investment in capital assets (e.g., land, buildings,
machinery, and equipment) less any related debt used to acquire those assets that are still outstanding. The
City uses capital assets to provide services to citizens; consequently, these assets are not available for
future spending. Although the City’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay its debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.



CITY OF RIESEL, TEXAS
Net Position
September 30, 2015

(With Comparative totals for September 30, 2014)

(Continued)
Governmental Business-type
Activities Activities Total
2015 2014 2015 2014 2015 2014

Current and other assets $ 3,141,978 $ 2,701,893 $ 737,021 $ 866,706 $ 3,878,999 $ 3,568,599
Capital assets, net 266,983 269,016 4,268,091 4,063,493 4,535,074 4,332,509
Total Assets $ 3,408,961 $ 2,970,909 $ 5,005,112 $4,930,199 $ 8,414,073 $ 7,901,108

Deferred Outflows of Resources 24,975 34,826 4,407 6,146 29,382 40,972
Current Liabilities $ 95,291 $ 95,453 $ 189,132 $ 156,783 $ 284,423 $ 252,236
Non-current Liabilities 182,360 228,500 1,258,568 1,341,631 1,440,928 1,570,131
Total Liabilities § 277,651 $§ 323,953 $ 1,447,700 $1,498,414 $1,725,351 $ 1,822,367

Deferred Inflows of Resources $ 118,303 $ 117,374 $ 20,877 $ 20,713 $ 139,180 $ 138,087

Net Position:
Net investment in capital assets $ 266,983 $ 269,016 $ 2,953,461 $2,683,829 $3,220,444 $ 2,952,845
Restricted 1,991,181 1,074,135 6,979 21,979 1,998,160 1,096,114
Unrestricted 779,818 1,221,257 580,502 738,410 1,360,320 1,959,667

Total Net Position $ 3,037,982 $ 2,564,408 $ 3,540,942 $3,444218 $ 6,578,924 $ 6,008,626

An additional portion of the City’s net assets 30% represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net assets 21% may be used
to meet the government’s ongoing obligations to citizens and creditors.

At the end of the 2014-2015 fiscal year, the City is able to report a positive balance in the governmental
activities.



Program revenues:
Charges for services
General revenues:
City sales, use and
franchise taxes
Investment earnings
and other general
revenues
Grants
Transfers

Total Revenues

Expenses:

General Government

Public Safety

Highway & Streets

Total Pension Expense

Interest on long-term
debt

Water and sewer

Total Expenses

Changein net position

Prior Period Adjustment

Net Position - beginning

Net Position - ending

CITY OF RIESEL, TEXAS

Changes in Net Position

September 30, 2015

(With Comparative Totals for September 30, 2014)

Governmental Business-type
Activities Activities Total
2015 2014 2015 2014 2015 2014

S 976,303 S 953,735 S 554,154 S 581,334 $1,530,457 $1,535,069
434,850 505,596 107,908 7,296 542,758 512,892
18,491 8,957 318,241 4,835 336,732 13,792

- 83,875 - - - 83,875
$1,429,644 $1,552,163 S 980,303 S 593,465 $2,409,947 $2,145,628
S 616,328 S 216,304 S - S - S 616,328 S 216,304

257,766 573,677 - - 257,766 573,677

71,195 53,189 - - 71,195 53,189
10,781 - 1,903 - 12,684 0

- - 55,557 56,245 55,557 56,245

- - 826,119 604,913 826,119 604,913

956,070 843,170 883,579 661,158 1,839,649 1,504,328
473,574 708,993 96,724 (67,693) 570,298 641,300
(82,547) (14,567) (97,114)

2,564,408 1,937,962 3,444,218 3,526,478 6,008,626 5,464,440

$ 3,037,982 $2,564,408 $3,540,942 $3,444,218 $6,578,924 $6,008,626




CITY OF RIESEL, TEXAS
STATEMENT OF NET POSITION

September 30, 2015
Governmental Business-type
Activities Activities Total
ASSETS
Current Assets
Cash and cash equivalents $ 2,164,016 $ 1,345,245 $ 3,509,261
Certificates of Deposit 63,431 220,624 284,055
Accounts receivable, net 897 68,104 69,001
Grant receivable - - -
Property Taxes receivable, net 5,723 - 5,723
Sales tax receivable 3,980 - 3,980
Internal Balances 903,931 (903,931) -
Inventory - 6,979 6,979
Total Current Assets 3,141,978 737,021 3,878,999
Non-Current Assets
Nondepreciable 22,604 125,247 147,851
Depreciable
Buildings and improvements 75,363 4,612 79,975
Equipment 173,546 1,485,050 1,658,596
Infrastructure 178,441 4,387,213 4,565,654
Vehicles 251,906 58,606 310,512
Less: Accumulated Depreciation (434,877) (1,792,637) (2,227,514)
Total non-current assets 266,983 4,268,091 4,535,074
Total assets $ 3,433,936 $ 5,009,519 $ 8,443,455
Deferred Outflows of Resources 24,975 4,407 29,382
LIABILITIES
Current Liabilities
Accounts Payable and Accrued Liabilities $ 94,132 $ 58,414 $ 152,546
Payroll Liabilities 1,159 100 1,259
Customer Deposits - 65,277 65,277
Accrued Interest - 9,279 9,279
Bond Payable-Charles St. Project - 15,000 15,000
Note Payable-Govt Capital - 24,062 24,062
Bond Payable - Water Loan - 05 - 8,000 8,000
Bond Payable - Sewer Loan - 03 - 9,000 9,000
Total current liabilities 95,291 189,132 284,423
Non-current Liabilities
Sales Tax Overpayment Liability 182,360 - 182,360
Note Payable - Government Capital - 50,568 50,568
Bond Payable - Water Loan - 05 - 585,000 585,000
Bond Payable - Sewer Loan - 03 - 373,000 373,000
Bond Payable - Charles St. Proj. - 250,000 250,000
Total non-current liabilities 182,360 1,258,568 1,440,928
Total liabilities 277,651 1,447,700 1,725,351
Deferred Inflows of Resources $ 118,303 $ 20,877 139,180
NET POSITION
Net investment in capital assets 266,983 2,953,461 3,220,444
Restricted 1,991,181 6,979 1,998,160
Unrestricted 779,818 580,502 1,360,320
Total net position 3,037,982 3,540,942 6,578,924
Total liabilities and net position $ 3,315,633 $ 4,988,642 $ 8,304,275

The accompanying notes are an integral part of these financial statements.
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CITY OF RIESEL, TEXAS

Statement of Activities

For the Year Ended September 30, 2015

Charges for Capital Grants Governmental Business-type Total
Expenses Services and Contributions Activities Activities
Functions / Programs
Governmental Activities:
General Government $ 616,328 $ 3,024 $ - $ (613,304) $ - $ (613,304)
Public Safety/Municipal Court 257,766 973,279 - 715,513 - 715,513
Highway and Streets 71,195 - - (71,195) - (71,195)
Total Pension Expense (10,781) (1,903) (12,684)
Interest on long-term debt - - - - - -
Total governmental activities 945,289 976,303 - 20,233 (1,903) 18,330
Business-type activities:
Water 615,719 346,690 - - (269,029) (269,029)
Sewer 109,787 125,038 - - 15,251 15,251
Interest on long-term debt 55,557 - - - (55,557) (55,557)
Total business-type activities 781,063 471,728 - - (309,335) (309,335)
Total primary government $ 1,726,352 $ 1,448,031 $ - $ 20,233 $ (311,238) $ (291,005)
General revenues:
Taxes:
Property taxes 169,939 - 169,939
Sales taxes 87,027 - 87,027
Franchise tax 52,884 908 53,792
Other taxes 1,747 - 1,747
Trash revenues 81,351 81,351
Lawsuit Settlement - 300,000 300,000
Interest income 18,491 4,404 22,895
Payment in lieu of taxes 125,000 - 125,000
Gain on Sale of Asset 56 - 56
Miscellaneous 14,972 21,299 36,271
Grants (16,775) - (16,775)
Total general revenues and transfers 453,341 407,962 861,303
Changes in net position 473,574 96,724 570,298
Net position-beginning of year 2,564,408 3,444,218 6,008,626
Net position-end of year $ 3,037,982 $ 3,540,942 $ 6,578,924

The accompanying notes are an integral part of these financial statements.
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CITY OF RIESEL, TEXAS
Governmental Funds
Balance Sheet
For the Year Ended September 30, 2015

General Fund
Assets
Cash and cash equivalents $ 2,164,016
Certificates of Deposit 63,431
Receivables
Franchise fees 897
Property taxes 5,723
Sales taxes 3,980
Due from other funds 903,931
Total assets 3,141,978
Liabilities and fund balances
Liabilities
Accounts payable and accrued liabilities $ 94,132
Payroll liability 1,159
Unavailable revenue 5,723
Sales Taxoverpayment 182,360
Total liabilities 283,374
Fund Balances
Committed for:
Committed for land, parks, improvements 1,385,751
Assigned for Reserve Accounts 605,430
Unassigned 867,423
Total fund balances (deficit) 2,858,604
Total liabilities and fund balances $ 3,141,978

Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position
Fund balance - governmental fund $ 2,858,604

Amounts reported for governmental activities in the

statement of net assets are different because:
Capital assets used in governmental activities are
not financial resources and, therefore, are not

reported in the funds. 266,983
Deferred Outflows of Resources are not considered in Governmental Funds 24,975
Property taxes receivable are not available to pay current
period expenditures and therefore are reported as unavailable revenue 5,723
Net Pension Liability is not considered in Governmental Funds (118,303)

Long-term liabilities, including note payable, are
not due in the current period and, therefore,
are not reported in the funds. -

Net Position of governmental activities $ 3,037,982

The accompanying notes are an integral part of these financial statements.
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CITY OF RIESEL
Governmental Funds
Statements of Revenues, Expenditures, and Changes in Fund Balances

For the Year ended September 30, 2015

General Fund
Revenues
Property taxes $ 171,883
Sales and use taxes 87,027
Franchise tax fees 52,884
Other taxes 1,747
Fines & forfeitures 976,303
Investment Income 18,491
Payment in lieu of taxes 125,000
Miscellaneous 14,972
Grant (16,775)
Total Revenue 1,431,532
Expenditures
Current Operations:
General government 614,240
Public safety and judicial 257,766
Highway and streets 71,195
Purchase of fixed assets 42,490
Debt service:
Interest -
Principal 46,140
Total expenditures 1,031,831
Excess (deficit) of revenues
over expenditures $ 399,701
Other financing sources (uses)
Transfers in -
Transfers (out) 139,870
Total other financing sources (uses) 139,870
Net change in fund balances 259,831
Fund Balances at Beginning of Year 2,598,773
Fund Balances at End of Year $ 2,858,604

The accompanying notes are an integral part of these financial statements.
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THE CITY OF RIESEL, TEXAS

Reconciliation of the Statement of Revenues, Expenditures, and Changes

In Fund Balances of Governmental Funds to the Statement of Activities

For the Year Ended September 30, 2015

Amounts reported for governmental activities in the Statement of Activities are
different because:

Net change in fund balance -- total governmental funds

Governmental funds report capital outlays are expenditures.
However, in the statement of activities the cost of those assets
are allocated over their estimated useful lives and reported as
depreciation expense. Depreciation expense exceeded capital outlays
Purchase of fixed assets
Depreciation expense

Total Pension Expense is not included in governmental funds

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenue in the funds:

Change in recognition of property taxrevenue
Sales Tax Overpayment
Repayment of principal of debt is an expenditure in the
governmental funds, but the payment reduces liabilities in
the statement of net position.
Principal payments for the current period

Change in net position -- governmental activities

The accompanying notes are an integral part of these financial statements.
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42,490
(44,523)

$ 259,831

(2,033)

(10,781)

(1,943)
182,360

46,140

$ 473,574



CITY OF RIESEL, TEXAS
Statement of Net Position
Proprietary Funds
September 30, 2015

Enterprise Funds

Water Fund Sewer Fund Total
Assets
Current assets:
Cash and cash equivalents $ 869,162 $ 476,083 $ 1,345,245
Certificates of Deposit 157,362 63,262 220,624
Receivables, net 58,322 9,782 68,104
Prepaids - - -
Sales tax due - - -
Due from other funds - - -
Inventories 4,798 2,181 6,979
Total current assets 1,089,644 551,308 1,640,952
Noncurrent assets
Capital assets
Distribution and collection systems
and buildings and equip ment 4,766,059 1,294,669 6,060,728
Less accumulated depreciation (1,159,798) (632,839) (1,792,637)
Total capital assets (net of depreciation) 3,606,261 661,830 4,268,091
Total noncurrent assets 3,606,261 661,830 4,268,091
Total assets 4,695,905 1,213,138 5,913,450
Deferred Outflows of Resources 2,204 2,203 4,407
Liabilities
Current Liabilities:
Accounts payable 51,054 7,460 58,514
Customer deposits 44,680 20,597 65,277
Unearned revenue - - -
Accrued interest 3,752 5,527 9,279
Due to other funds 365,260 538,671 903,931
Bonds, notes, and loans payable 39,562 16,500 56,062
Total current liabilities 504,308 588,755 1,093,063
Noncurrent liabilities:
Bonds, notes and loans payable 760,568 498,000 1,258,568
Total noncurrent liabilities 760,568 498,000 1,258,568
Total liabilities 1,264,876 1,086,755 - 2,372,508
Deferred Inflows of Resources 10,439 10,438 20,877
Net Position
Net Investment in Capital Assets 2,802,379 141,803 - 2,944,182
Nonspendable 4,798 2,181 6,979
Unassigned 615,617 (25,836) 589,781
Total net position $ 3,422,794 $ 118,148 $ 3,540,942

The accompanying notes are an integral part of these financial statements.
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CITY OF RIESEL, TEXAS

Statement of Revenues, Expenditures, and Changes in Net Position

Proprietary Funds
For the Year Ended September 30, 2015

Operating Revenues
Charges for Services
Trash sales tax income
Trash revenue
Miscellaneous
Total operating revenues

Operating Expenses
Personnel Services
Contract Services
Water purchases
Repairs and maintenance
Other supplies and expenses
Depreciation
Total operating expenses
Operating income (loss)

Nonoperating Revenue (Expenses)
Lawsuit Settlement
Interest and investment revenue
Bond Fee
Interest expense
Total nonoperating revenue (expenses)
Income (loss) before contributions
and transfers

Capital Contributions
Transfers in
Transfers out

Change in net position
Total net position - beginning

Total net position - ending

Enterprise Funds

Water Fund Sewer Fund Total
$ 346,690 $ 125,038 $ 471,728
100,612 - 100,612
101,237 - 101,237
801 1,520 2,321
549,340 126,558 675,898
20,927 20,604 41,531
272,697 3,008 275,705
32,782 - 32,782
8,669 5,476 14,145
130,064 18,030 148,094
146,956 40,075 187,031
612,095 87,193 699,288
(62,755) 39,365 (23,390)
300,000 - 300,000
2,650 1,754 4,404
(1,400) - (1,400)
(31,562) (22,595) (54,157)
269,688 (20,841) 248,847
206,933 18,524 225,457
163,251 - 163,251
- (290,081) (290,081)
370,184 (271,557) 98,627
3,052,610 389,705 3,442,315
$ 3,422,794 $ 118,148 $ 3,540,942

The accompanying notes are an integral part of these financial statements.
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CITY OF RIESEL, TEXAS
Statement of Cash Flows

Proprietary Funds
For the Year Ended September 30, 2015

Cash Flows from Operating Activities
Receipts from customers
Payments to suppliers
Payments to employees
Net cash provided by operating
activities

Cash Flows from Noncapital
Financing Activities

Other Revenue

Transfers from other funds

Transfers to other funds
Net cash provided by (used in)
noncapital financing activities

Cash Flows from Capital and Related
Financing Activities

New Bond Issued

Purchases of capital assets

Principal paid on capital debt

Interest paid on capital debt

Other receipts (payments)
Net cash (used) by capital and related

financing activities

Cash Flows from Investing Activities
Sale or (Purchase) of investments, CD's
Interest and dividends
Net cash provided by investing
activities
Net increase (decrease) in cash and cash
equivalents
Cash Balance - beginning of the year

Cash Balance - end of the year

The accompanying notes are an integral part of these financial statements.

Enterprise

Water Fund Sewer Fund Total
$ 552,260 $ 109,063 661,323
(407,261) (21,038) (428,299)
(20,927) (20,604) (41,531)
$ 124,072 $ 67,421 191,493
$ 300,000 $ - 300,000
460,915 27,322 488,237
$ 760,915 $ 27,322 788,237
$ - $ - -
(391,631) - (391,631)
(38,783) (16,500) (55,283)
(31,562) (22,595) (54,157)
(1,400 - (1,400)
$ (463,376) $ (39,095) (502,471)
$ (220,624) $ - (220,624)
2,650 1,754 4,404
(217,974) 1,754 (216,220)
203,637 57,402 261,039
602,263 481,943 1,084,206
$ 805,900 $ 539,345 1,345,245
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CITY OF RIESEL, TEXAS
Statement of Cash Flows
Proprietary Funds
For the Year Ended September 30, 2015

Continued

Water Fund Sewer Fund Total

Reconciliation of operating income (loss to
net cash provided by operating activities:
Operating income (loss) $ (62,755) $ 15,251 $ (47,504)
Adjustments to reconcile operating income
to net cash provided by operating activities:

Depreciation expense 146,956 40,075 187,031

Change in assets and liabilities:
Receivable, net 4,319 606 4,925
Inventories/prepaids 12,000 3,000 15,000
Accounts and other payables 22,850 7,134 29,984
Customer deposits payable 702 1,355 2,057
Net cash provided by operating activities $ 124,072 $ 67,421 $ 191,493

The accompanying notes are an integral part of these financial statements.
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

September 30, 2015

Reporting Entity

The City of Riesel, Texas (the City) is a municipal corporation governed by an elected mayor and five-member
council. The accompanying financial statements include those of the City, and the blended component units of the
City. Blended component units, although legally separate entities, are, in substance, part of the City’s operations.

Financial statements of the Corporation may be obtained from the City Secretary.

Summary of Significant Accounting Policies

a)

b)

Government-wide and fund financial

The government-wide financial statements (i.e. the statement of net assets and the statement of
activities) report information on all of the non-fiduciary activities of the primary government. For the
most part, the effect of inter-fund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment, are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns

in the fund financial statements.

Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
City considers revenues to be available if they are collected within 60 days of the end of the current
financial fiscal period. Expenditures generally are recorded when a liability is incurred as under accrual
accounting. However, debt service expenditures, as well as expenditures related to claims and
judgments, are recorded only when payment is due.
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CITY OF RIESEL, TEXAS
Notes to Financial Statements
(Continued)

City sales and use taxes, franchise taxes, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and therefore have been recognized as revenues of the current
fiscal period. Fines and miscellaneous revenues are considered to be measureable and available only
when cash is received by the City.

The City reports the following major governmental fund:
General Fund — The general fund is the City’s primary operating fund. It is used to account for all
financial resources of the general government except those required to be accounted for in another
fund.

Water Fund — The water fund accounts for the activities of the water distribution system.

Sewer Fund — The sewer fund accounts for the activities of the sewage treatment plant, sewage
stations and collection systems.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide
financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital gains and
contributions. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, all general revenues include taxes.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Prior Period Adjustment
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This statement changes the focus of pension accounting for employers from whether they
are responsibly funding their plan over time to a point-in-time liability that is reflected in the
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earned to date. 36 The implementation of Statement No. 68 resulted restatement of
beginning net position for the elimination of the previously reported net pension obligation,
the recording of the beginning net pension liability and the beginning deferred outflow for
contributions made after the measurement date. Prospectively applying these changes
results in the adjustments below. In the Governmental Activities Fund, Net Position was
reduced $82,547, Deferred Outflows of Resources were $34,826, and Deferred Inflows of
Resources were $117,374 for 2014. In the Proprietary Fund, Net Position was reduced
$14,567, Deferred Outflows of Resources were $6,146, and Deferred Inflows of Resources

were $20,713.
Deposits and investments

For purposes of the statement of cash flows, the City’s proprietary fund type considers all highly liquid
investments (including restricted assets) with original maturities less than 90 days to be cash
equivalents.

State statutes authorize the City to invest in obligations of the United States or its agencies and
instrumentalities and state or local governments, commercial paper, guaranteed investment contracts,
repurchase agreements, and certain governmental investment pools. The City’s local investment policy
limits the City to invest in obligations of the United States or its agencies and instrumentalities, fully
insured certificates of deposit, money market mutual funds, and local

government investment pools.
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CITY OF RIESEL, TEXAS
Notes to Financial Statements
(Continued)

Receivables and payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at the end
of the fiscal year is referred to as either “due to/from other funds” all other outstanding balances
between funds are reported as “due to/from other funds.”

All accounts receivable are shown net of an allowance for uncollectible, if material.

Receivables and payables

All inventories are valued at the lower of cost (first-in, first-out) or market. Inventories are recorded as
expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial statements.

Restricted assets

Certain resources of the general fund have been classified as restricted assets on the balance sheet
because their use is limited by state statute. Certain proceeds of the water and sewer enterprise funds’
revenue bonds, as well as certain resources set aside for their repayment, are classified as restricted
assets on the balance sheet because they are maintained in separate bank accounts and their use is
limited by applicable bond covenants. The revenue bond reserve accounts are used to report resources
set aside to subsidize potential deficiencies from the funds’ operations that could adversely affect debt
service payments. The revenue bond interest and sinking accounts are used to segregate resources
accumulated for debt service payments over the next twelve months. The revenue bond repair and
replacement accounts are used to report resources set aside to meet unexpected contingencies or fund
asset repairs and replacements.

Capital assets

Capital assets, which include buildings and improvements, machinery, and equipment, and
infrastructure assets (e.g., roads bridges, sidewalks, and similar items) are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements. Capital
assets are defined by the City as assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

The City chose not to retroactively report general infrastructure assets prior to the adoption of
Governmental Accounting Standards Board Statement No. 34 on October 1, 2003. The City reports
general infrastructure assets acquired or constructed after October 1, 2003 in the statement of net assets
in the period they acquire or construct those assets.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Assets Years
Buildings and improvements 10-30
E
o Machinery and equipment 3-20
r
Infrastructures 30
P
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

h) Pensions

For purposes of measuring the net pension liability, pension related deferred outflows and inflows of
resources, and pension expense, City specific information about its Fiduciary Net Position in the
Texas Municipal Retirement System (TMRS) and additions to/deductions from the City’s Fiduciary
Net Position have been determined on the same basis as they are reported by TMRS. For this
purpose, plan contributions are recognized in the period that compensation is reported for the
employee, which is when contributions are legally due. Benefit payments and refunds are recognized
when due and payable in accordance with the benefit terms. Investments are reported at fair
value. Information regarding the City’s Total Pension Liability is obtained from TMRS
through a report prepared for the City by TMRS consulting actuary, Gabriel Roeder Smith &
Company, in compliance with Governmental Accounting Standards Board (GASB)
Statement No. 68, Accounting and Financial Reporting for Pensions.

1) Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a
future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The City has the following items that qualify for reporting
in this category.

9 Pension contributions after measurement date — these contributions are deferred and recognized
in the following fiscal year.

9 Difference in projected and actual earnings on pension assets — This difference is deferred and
amortized over a closed five year period.

9 Difference in expected and actual pension experience — This difference is deferred and
recognized over the estimated average remaining lives of all members determined as of the
measurement date.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statements element, deferred inflows or resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as
an inflow of resources (revenue) until that time. The City has only one type of item, which arises only
under a modified accrual basis of accounting that qualifies for reporting in this category. Accordingly,
this item is reported only in the governmental funds balance sheet. The governmental funds report
unavailable revenues from two sources: property taxes and municipal court fines. These amounts are
deferred and recognized as an inflow of resources in the period that the amounts become available.

J) Net Position

Net position represents the difference between assets, deferred inflows/outflows of resources and
liabilities. Net position investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowing used for the acquisition, construction
or improvements of those assets, and adding back unspent proceeds. Net position is reported as
restricted when there are limitations imposed on their use either through the enabling legislations adopted
by the City or through external restrictions imposed by creditors, grantors or laws or regulations of other
governments.
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

Long-term obligations

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets. Bond
premiums and discounts, are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reported as other financing sources
while discounts on debt issuances are reported as other financing sources. Issuance costs, whether or
not withheld from the actual debt proceeds received, are reported as debt service expenditures.

Net Position

Net position represents the difference between assets, deferred inflows/outflows of
resources and liabilities. Net position investment in capital assets consists of capital assets,
net of accumulated depreciation, reduced by the outstanding balances of any borrowing
used for the acquisition, construction or improvements of those assets, and adding back
unspent proceeds. Net position is reported as restricted when there are limitations imposed
on their use either through the enabling legislations adopted by the City or through external
restrictions imposed by creditors, grantors or laws or regulations of other governments.

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 proprietary fund financial statements, a flow

assumption must be made about the order in which the resources are considered to be
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before unrestricted ¢ net position is applied.

Fund Balance Flow Assumption - Sometimes the City will fund outlays for a particular

purpose from both restricted and unrestricted resources (the total of committed, assigned,

and unassigned fund balance). In order to calculate the amounts to report as restricted,

committed, 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
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been depleted before using any of the components of unrestricted fund balance. Further,

when 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.

Fund Balance Policies - Fund balance of governmental funds is reported in various categories
based on the nature of any limitations requiring the use of resources for specific purposes.
The City itself can establish limitations on the use of resources through either a commitment
(committed fund balance) or an assignment (assigned fund balance). The committed fund

balance classification includes amounts that can be used only for the specific purposes
RSGSNNY¥AYSR o6& | F2NXIf F OlA 2making duthdiite S / A (& Qa
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CITY OF RIESEL, TEXAS
Notes to Financial Statements
(Continued)

The City Council is the highest level of decision-making authority for the City that can, be
adoption of an ordinance prior to the end of the fiscal year, commit fund balance.

Once adopted, the limitation imposed by the ordinance remains in place until a similar
action is taken (the adoption of another ordinance) to remove or revise the limitation.
Amounts in the assigned fund balance classification are intended to be used by the City for
specific purposes but do not meet the criteria to be classified as committed. The Council
may assign fund balance as it does when appropriating fund balance to cover a gap between
SaltAYlIGSR NB@SydzS I yR I LILINE Lidphatedibicd@ey. Binlikk y (1 KS
commitments, assignments generally only exist temporarily. In other words, an additional
action does not normally have to be taken for the removal of an assignment. Conversely, as
discussed above, an additional action is essential to either remove or revise a commitment.
In the fund financial statements, governmental funds report reservations of fund balance for amounts

that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to change.

Budgetary Information

The following procedures are implemented by the City in establishing the budgetary data reflected in the financial
statements.

Prior to the beginning of each fiscal year, the Mayor submits to the City Council a proposed budget for the fiscal
year beginning on the following October 1. The operating budget includes proposed expenditures and the means of

financing those expenditures. All annual appropriations lapse at fiscal year-end.

Public hearings are conducted t which all interested persons’ comments concerning the budget are heard. The
budgets are then legally enacted by the council.

Formal budgetary integration is employed for the general fund.

Deposits and Investments

A summary of the City’s cash and cash equivalents follows:

Unrestricted cash in bank $202,118
Unrestricted investments (Certificates of deposits) $ 63,431
Restricted cash in bank $2,872,134
Restricted investments (certificates of deposits) $220,624

As of September 30, 2015, the City invested only in various certificates of deposits that mature on a
yearly basis.

Interest Rate RisKin accordance with its investment policy, the City manages its exposure to
declines in fair value by: a) structuring the investment portfolio so that investments mature to meet cash
requirements for ongoing operations, b) investing operating funds primarily in shorter-term securities,
money market mutual funds or government investment pools, and ¢) diversifying maturities over time. It
is the City’s policy not to invest in securities maturing more than three years from the date of purchase.
Money market mutual funds must have a dollar weighted average stated maturity of 90 days or less.
Finally, the composite portfolio must maintain a weighted average maturity of 365 days or less.
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

Credit Risk:The City’s investment policy limits investments in government investment pools and
money market mutual funds to those that are rated no lower than AAA or an equivalent rating by at least
one nationally recognized rating service.

Custodial Credit RiskDeposits are exposed to custodial credit risk if they are not covered by
depository insurance and the deposits are uncollateralized, collateralized with securities held by the
pledging financial institution, or collateralized with securities held by pledging financial institution’s trust
department or agent but not in the City’s name. Investment securities are exposed 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 department or agent but not in the City’s name.

At year end, the City was not exposed to custodial credit risk.

Capital Assets

Capital asset activity for the year ended September 30, 2015 was as follows:

Balance Balance

Sept. 30, 2014 Additions Deletions Sept. 30, 2015
Governmental Activities:
Capital assets not being depreciated:
Land $ 22,604 $ - $ - $ 22,604
Total capital assets, not being depreciated 22,604 - - 22,604
Capital assets, being depreciated:
Buildings and improvements 75,363 - - 75,363
Machinery and equipment 382,963 42,490 - 425,453
Infrastructure/Streets 178,441 - - 178,441
Total capital assets, being depreciated 636,767 42,490 - 679,257
Less accumulated depreciation for:
Buildings and improvements (58,199) (1,083) - (59,282)
Machinery and equipment (303,524) (31,544) - (335,068)
Infrastructure / Streets (28,632) (11,896) - (40,528)
Total accumulated depreciation (390,355) (44,523) - (434,878)
Total capital assets, being depreciated, net 246,412 (2,033) - 244,379
Governmental activities, capital assets, net $ 269,016 $ (2,033) S - $ 266,983

Capital assets (continued on next page)
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CITY OF RIESEL, TEXAS

Notes to Financial Statements

Business-type activities:

Capital assets not being depreciated:
Construction in progress, water well #2
Land

Total capital assets, not being depreciated

Capital assets, being depreciated:
Infrastructure

Buildings and Improvements
Machinery and Equipment

Vehicles

Total capital assets, being depreciated

Less accumulated depreciation for:
Infrastructure

Buildings and Improvements
Machinery and Equipment
Vehicles

Total accumulated depreciation

Total capital assets, being depreciated, net

Business-type activities capital assets, net

Depreciation expense was charged to functions/programs of the City as follows:

Governmental activities:
General government
Public safety

Highway and streets

Total depreciation expense - governmental activities

Business-type activities:
Water
Sewer

(Continued)

Balance Balance
Sept. 30,2014 Additions Deletions Sept. 30, 2015
$ - S - $ $ -

125,247 - 125,247
125,247 - 125,247
3,980,577 364,700 4,345,277
21,771 - 21,771
1,482,895 26,931 1,509,826
58,606 - 58,606
5,543,849 391,631 5,935,480
(533,651) (137,369) (671,020)
(7,042) (4,193) (11,235)
(1,006,305) (45,470) (1,051,775)
(58,606) - (58,606)
(1,605,604) (187,032) (1,792,636)
3,938,245 204,599 4,142,844
§ 4,063,492 $§ 204,599 $ $ 4,268,091
$ 7,740
24,887
11,896
s a3
$ 146,956
40,076
s 187032

Total depreciation expense - business-type activities
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

Inter-fund Balances

Inter-fund receivable and payable balances at September 30, 2015, are as follows:

Funds Receivable Payable
General Fund $903,931 $0
Water Fund $0 $ 365,260
Sewer Fund $0 $ 538,671

Long-Term Debt

The City issues revenue bonds to provide funds for the acquisition and construction of major capital facilities and
pledges income derived from the acquired or constructed assets to pay debt service.

Governmental activities debt currently outstanding is as follows:

Note payable

None
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CITY OF RIESEL, TEXAS
Notes to the Financial Statements

(Continued)

Business-type activities debt currently outstanding is as follows:

Revenue Bonds

$300,000 water and sewer junior -certificate of $ 265,000
obligation

Series 2013 due in annual installments from $15,000 to
$25,000 through July 2028; interest at 2.990%

$478,000 sewer system junior lien certificate of $ 382,000
obligation

Series 1999 due in annual installments from $2,000 to

$66,000

Annually through July 2039; interest at 4.75%

$637,000 water system junior lien certificate of $ 593,000
obligation

Series 2009 due in annual installments from $7,000 to

$31,000

Annually through September, 2049, interest at 4.125%

Notes Payable

$120,749.40 principle sum from Government Capital $ 74,630
Corporation at an interest rate of 3.32% to be paid in
10 semi-

Annual payments

Total Business-type debt: $1,314,630
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

Annual debt service requirements to maturity for business-type activities are as follows:

Principal Interest

2016 56,063 53,643
2017 57,868 51,657
2018 64,700 49,600
2019 39,000 47,564
2020 42,400 43,138
2021-2024 169,600 172,552
2025-2029 232,000 174,206
2030-2034 173,000 136,052
2035-2039 215,000 95,209
2040-2044 120,000 42,697
2045-2049 145,000 15,359
$ 1,314,631 $ 881,677

The city is required under provision of the revenue bond ordinances to maintain interest and sinking funds adequate
for payments of interest and principal on the revenue bonds. The City is also required by the ordinances to deposit
amounts annually into reserve funds until the fund equals $40,487. These funds are to be used only for payment of
interest and principal on revenue bonds in the event there are not sufficient funds available in the interest and
sinking funds. The City is in compliance with all such significant financial limitations and restrictions.
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Notes to Financial Statements

(Continued)

Long-term liability activity for the period ended September 30, 2015, was as follows:

Business-type activity:

Notes Payable 97,914 - 23,283 74,631 24,063
Bonds Payable:

Revenue Bonds 1,272,000 - 32,000 1,240,000 32,000
Business-type activity

Long-term liabilities $ 1,369,914 $ - $ 55283 $ 1,314,631 56,063
Total Long-term Liabilities $ 1,369,914 $ - $ 55,283 $ 1,314,631 56,063

Joint Venture

R-M-S Water Supply corporation (RMS) was incorporated in 1987 as a Texas non-profit corporation for the purpose
of providing water to the City of Riesel, Texas and another community. Each community appoints two members of
the five-member board and a fifth member is selected at large. RMS has the authority to assess its two member
communities to ensure all costs of operation, maintenance, replacement and repayment of indebtedness are fully

paid each year; however, neither community has an equity interest in RMS.

For the year ended September 30, 2015, the city paid $38,818 to RMS for the purchase of water and additional

assessments.
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(Continued)

Pension Plan

The City of Riesel participates as one of 860 plans in the nontraditional, joint contributory, hybrid
defined benefit pension plan administered by the Texas Municipal Retirement System (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 TMRS 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 Trustees. Although the Governor, with the
advice and consent of the Senate, appoints the Board, TMRS is not fiscally dependent on the State of
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Revenue Code. TMRS issues a publicly available comprehensive annual report (CAFR) that can be
obtained at www.tmrs.com.

All eligible employees of the city are required to participate in TMRS.

B. Benefits Provided

TMRS provides retirement, disability and death benefits. Benefit provisions are adopted by the
governing body of the city, within the options available in the state statutes governing TMRS.

At retirement, the benefit is calculated as if thesum2 F G KS SYLX 28S5SQa O2y i NR o dzi
the city financed monetary credits with interest were used to purchase an annuity. Members may

choose to receive their retirement benefit in one of seven payment options. Members may also choose

to receive a portion of their benefit as a Partial Lump Sum Distribution in an amount equal to 12, 24 or
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Employees covered by benefit terms.

At the December 31, 2014 valuation and measurement date, the following employees were covered by

the benefit terms.

Inactive employees or beneficiaries currently receiving benefits
Inactive employees entitled to but not yet receiving benefits
Active employees

Total

]
N oo 00 -

C. Contributions

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

Employees for the City of Riesel were required to contribute 5% of their annual gross earnings during

the fiscal year. The contribution rates for the City of Riesel were 5% and 5% in calendar years 2014 and
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$11,210 in the General Fund and $2003 in the Proprietary Fund, and were in excess of the required
contributions.
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City of Riesel, Texas

Notes to the Financial Statements September 30, 2015
PENSION PLANS (continued)

D. Net Pension Liability

¢tKS OAGeQa bSG tSyaizy [AlFoAfAdGe obt[0 o a
Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of
that date.

Actuarial assumptions:

The Total Pension Liability in the December 31, 2014 actuarial valuation was determined using the
following actuarial assumptions:

Inflation 3.0% per year

Overall payroll growth 3.0% per year

Investment Rate of Return 7.0% net of pension plan investment expense, including inflation

Salary increases were based on a service-related table. Mortality rates for active members, retirees, and
beneficiaries were based on the gender-distinct RP2000 Combined Healthy Mortality Table, with male
rates multiplied by 109% and female rates multiplied by 103%. The rates are projected on a fully
generational basis by scale BB o account for future mortality improvements. For disabled annuitants,
the gender-distinct RP2000 Disabled Retiree Mortality Table is used, with slight adjustments.

Actuarial assumptions used in the December 31, 2014, valuation were based on the results of actuarial
experience studies. The experience study in TMRS was for the period January 1, 2006 through
December 31, 2009, first used in the December 31, 2010 valuation. Healthy post-retirement mortality
rates and annuity purchase rates were updated based on 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 Entry Age Normal (EAN) actuarial cost method.
Assumptions are reviewed annually. No additional changes were made for the 2014 valuation.
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regard to the allocation of invested assets is established and may be amended by the TMRS Board of
Trustees. Plan assets are managed on a total return 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 return (expected returns,
net of pension plan expense 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 percentage and by adding expected inflation. The target
allocation and best estimates of arithmetic real rates of return for each major asset class are
summarized in the following table:
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City of Riesel, Texas

Notes to the Financial Statements September 30, 2015

PENSION PLANS (continued)

Asset class Target allocation Long-Term Expected Real Rate of Return (Arithmetic)
Domestic Equity 17.5% 4.80%

International Equity 17.5% 6.05%

Core Fixed Income 30.0% 1.50%

Non-Core Fixed Income 10.0% 3.50%

Real Return 5.0% 1.75%

Real Estate 10.0% 5.25%

Absolute Return 5.0% 4.25%

Private Equity 5.0% 8.50%

Total 100.0%

Discount Rate

The discount rate used to measure the Total Pension Liability was 7.0%. 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 thatassumpli A 2y X (G KS LISyaAirzy LI yQa
was projected to be available to make all projected future benefit payments of current active and

inactive employees. Therefore, the long-term expected rate of return on pension plan investments was

applied to all periods of projected benefit payments to determine the Total Pension Liability.
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

City of Riesel

Schedule of Changes in Net Pension Liability and Related Ratios Current Period

September 30, 2015

A. Total pension liability

1.
. Interest (on the Total Pension Liability)

. Changes of benefit terms

. Difference between expected and actual experience

. Changes of assumptions

. Benefit payments, including refunds of employee contributions
. Net change in total pension liability

. Total pension liability - beginning

. Total pension liability - ending

O 00N O U b WN

Service Cost

B. Plan fiduciary net position

O 00 N O Ul B WN -

. Contributions - employer

. Contributions - employee

. Net investment income

. Benefit payments, including refunds of employee contributions
. Administrative Expense

. Other

. Net change in plan fiduciary net position

. Plan fiduciary net position - beginning

. Plan fiduciary net position - ending

C. Net pension liability [A.9-B.9]

D. Plan fiduciary net position as a percentage
of the total pension liability [B.9 / A.9]

E. Covered-employee payroll

F. Net pension liability as a percentage
of covered employee payroll [C / E]
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$ 16,149
20,557

732

(8,325)

S 29,113
289,760

$ 318,873

$ 13,696
14,063
8,683
(8,325)
(91)

(7)

S 28,019

151,674

$ 179,693

$ 139,180

56.35%

$ 281,268

49.48%



CITY OF RIESEL, TEXAS
Notes to Financial Statements
(Continued)

CITY OF RIESEL

SCHEDULE OF PENSION EXPENSE
SEPTEMBER 30, 2015

1. Total Service Cost S 16,149
2. Interest on the Total Pension Liability 20,557
3. Current Period Benefit Changes -
4, Employee Contributions (Reduction of Expense) (14,063)
5. Projected Earnings on Plan Investments (Reduction of Expense) (10,617)
6. Administrative Expense 91
7. Other Changes in Fiduciary Net Position 7
8. Recognition of Current Year Outflow (Inflow) of Resources - Liabilities 173
9. Recognition of Current Year Outflow (Inflow) of Resources - Assets 387
10. Amortization of Prior Year Outflows (Inflows) of Resources - Liabilities -
11. Amortization of Prior Year Outflows (Inflows) of Resources - Assets -
12. Total Pension Expense S 12,684

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

The following presents the net pension liability of the City, calculated using the discount rate of 7.0%, as
gStf a oKFd GKS /AlGeQa ySiG LISyarazy ftAFoAtAGe g2d
percentage point lower (6.0%) or 1 percentage point higher (8.0%) than the current rate:

1% Decrease in 1% Increase in
Discount Rate (6.0%) Discount Rate (7.0%) Discount Rate (8.0%)
I A G @& Qésionfidility LIS $191,532 $139,180 $97,451

Pension Plan Fiduciary Net Position
5SGFIAfSR AYF2NXYIGA2Y Fo2dzi GKS LISyaAizy Likuedy Qad CAR
TMRS financial report. That report may be obtained on the Internet at www.tmrs.com

Actuarial valuations involve estimates of the value of reported amounts and assumptions about
the probability of events far into the future. Actuarially determined amounts are subject to
continual revision as actual results are compared to past expectations and new estimates are
made about the future.

Actuarial calculations are based on the benefits provided under the terms of the substantive plan
in effect at the time of each valuation and reflect a long-term perspective. Consistent with that
perspective, actuarial methods and assumptions used include techniques that are designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets.
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Due to Liabilities:

CITY OF RIESEL, TEXAS

Notes to Financial Statements

(Continued)

CITY OF RIESEL
SCHEDULE OF OUTFLOWS AND INFLOWS - CURRENT AND FUTURE EXPENSE
SEPTEMBER 30, 2015

Difference in expected
and actual experience
[actuarial (gains) or losses]

Difference in assumption changes
[actuarial (gains) or losses]

Due to Assets:

Difference in projected
and actual earnings

on pension plan investments
[actuarial (gains) or losses]

Total:

Recognition 2014
Period (or Total (Inflow) Recognized
amortization or Outflow of in current
yrs) Resources  pension expense
4.2279 S 732 S 173
4.2279 $ - $ -
S 173
5.0000 S 1,934 S 387
S 387

Deferred
(Inflow) Outflow
in future expense

S 559
S -
S 559
S 1,547
S 1,547
S 2,106

Deferred Outflows and Deferred Inflows of Resources, by year, to be recognized in future pension

expense as follows:

2015
2016
2017
2018
2019
Thereafter
Total

Net deferred

outflows

(inflows) of

resources

S 560
560
560
426

S 2,106
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

SUPPLEMENTAL DEATH BENEFITS PLAN

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 life insurance coverage to both current and retired
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 actual earnings, for the 12-month period preceding the month of death);
retired employees are insured for $7,500; this coverage is on “other postemployment benefit,” or OPEB.

The City contributes to the SDBF at a contractually required rate as determined by an annual actuarial valuation.
The rate 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 to meet all death benefit payments for the upcoming year; the intent is
not to pre-fund retiree term life insurance during the employees’ entire careers.

The City’s contributions to the TMRS SDBF for the years ended 2015, 2014, and 2013 were $7,500, $7,500, and
$7500 respectively, which equaled the required contributions each year.

TMRS records indicate the following percentages contributed by the City (as employer contributions) for the
following fiscal years ending:

Plan/ Annual Required Percentage of

Calendar Contribution Actual Contribution Made ARC Contributed

Year (Rate) (Rate)

2012 0.01% 0.01% 100%
2013 0.01% 0.01% 100%
2014 0.01% 0.01% 100%
2015 0.02% (city to provide) (city to provide)
2016 0.02% (city to provide) (city to provide)

Contingent Liabilities and Commitments

City management has no knowledge of potential liabilities that would have a material effect on the financial
statements.

Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The City purchases commercial insurance coverage for these
risks of loss.

Conduit Debt

The City of Riesel and its affiliated corporations participate in securing financing mechanisms for various
organizations. The City and its affiliated corporations assisted these organizations in securing financing for their
respective construction projects. The City of Riesel and its affiliates are not obligated in any manner for repayment
of the notes payable secured by these organizations. Therefore, the City of Riesel has not reported any liability in the
financial statements of the City of Riesel for these loans. The City does receive a fee for participating in the conduit
financing. These conduit revenues are reported in the General Fund miscellaneous revenues. Additional information
regarding these matters can be obtained from the city secretary.
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CITY OF RIESEL, TEXAS
Notes to Financial Statements

(Continued)

Property Taxes

The City’s property tax is levied each October 1* on the assessed value, listed as the
previous January for all real and personal property located in the City. The assessed
value for the roll of 2014, upon which the October 1, 2014 “2014 fiscal year” levy was
based, was approximately $50,192,267. The tax assessment of August 26, 2014, sets a tax
levy at $.35 per $100 of assessed valuation at 100 percent of assumed market value. The
Property Tax Levy for fiscal year ending September 30, 2015 was $166,940.55. Taxes
were due in January following the October 1 statement date. If taxes remain unpaid, they
are subject to a levy by January 31 the following year and lien if needed.

At September 30, 2015, an allowance for uncollectible taxes was provided in the amount
of $0.

Property taxes receivable as of September 30, 2015 are as follows: Property Taxes
receivable $5,723.
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CITY OF RIESEL, TEXAS
Schedule of Revenues and Expenditures, Budget vs. Actual, General Funds

For the year ended September 30, 2015

Budgeted Amounts
Original Final Actual Variance
Revenues
Interest Income $ 4,500 $ 4,500 $ 18,491 13,991
Miscellaneous Income 500 500 14,972 14,472
Mixed Beverage Tax 2,500 2,500 1,747 (753)
Property Tax Income 175,000 175,000 171,883 (3,117)
Sales Tax 55,000 55,000 87,027 32,027
Street Rental 4,500 4,500 - (4,500)
law Enforcement Income 300 300 - (300)
Court Income 754,000 754,000 976,303 222,303
IDA Tax Abatement Sandy Creek 140,000 140,000 125,000 (15,000)
Franchise fees 100,000 100,000 52,884 (47,116)
Total Revenues 1,236,300 1,236,300 1,448,307 212,007
Expenditures
Current Operations:
General Government 318,612 318,612 189,656 (128,956)
Law Enforcement 243,650 243,650 208,099 (35,551)
Court 367,200 367,200 469,138 101,938
Street 216,950 216,950 71,195 (145,755)
Fire Department 8,350 8,350 5,113 (3,237)
Park 81,538 81,538 - (81,538)
Total Expenditures 1,236,300 1,236,300 943,201 (293,099)
Net Ordinary Income - - 505,106 505,106
Other Revenue
Grant Expenditures - - (16,775) (16,775)
Other Financing Sources (uses)
Transfers in - - - -
Transfers (out) - - - -
Total Other Financing Sources (uses) - - - -
Total Other Expenditures - - (16,775) (16,775)
Excess Revenues over Expenditures S - S - $ 488,331 488,331

38



GENERAL FUND
INCOME:
Property Tax

Sales Tax

Sandy Creek tax abate
Franchise Fees
Court Revenue
Miscellaneous
EXPENSES:
General Government
Law Enforcement
Court

Streets

Fire Department

CITY OF RIESEL, TEXAS

Budget Variances

For the year ended September 30, 2015
OVER/UNDER BUDGET

Under by $3,117
Over by $32,027
under by $15,000
Under by $47,116
Over by $222,303

Over by $14,472

Under by $128,956
Under by 35,551
Over by 101,938

Under by $145,755

Under by $3,237

Slightly over estimated collections

More sales in town than expected

settlement less than expected

Less franchise fees than expected

Difficulty predicting citation & warrant collections

More miscellaneous income received than anticipated

Much less expenses than anticipated
Lower than expected fuel costs
More court revenue received leads to more state fees paid out

Much less repairs and maintenance than expected

Less expenses than anticipated
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City of Riesel
Schedule of Changes in Net Pension Liability and Related Ratios
Last ten years (will ultimately be displayed)

Total pension liability 2014 2015 2016 2017
1. Service Cost S 16,149 XXXX XXXX XXXX
2. Interest (on the Total Pension Liability) 20,557 XXXX XXXX XXXX
3. Changes of benefit terms -

4. Difference between expected and actual experience 732 XXXX  XXXX XXXX
5. Changes of assumptions -

6. Benefit payments, including refunds of employee contributions (8,325) XXXX XXXX XXXX
7. Net change in total pension liability S 29,113 XXXX XXXX XXXX
8. Total pension liability - beginning 289,760 XXXX XXXX XXXX
9. Total pension liability - ending S 318,873 XXXX XXXX XXXX

Plan fiduciary net position

1. Contributions - employer S 13,696 XXXX XXXX XXXX
2. Contributions - employee 14,063 XXXX XXXX XXXX
3. Net investment income 8,683 XXXX XXXX XXXX
4. Benefit payments, including refunds of employee contributions (8,325) XXXX XXXX XXXX
5. Administrative Expense (91) xXXX XXXX XXXX
6. Other (7) XXXX  XXXX XXXX
7. Net change in plan fiduciary net position S 28,019 XXXX XXXX XXXX
8. Plan fiduciary net position - beginning 151,674 XXXX XXXX XXXX
9. Plan fiduciary net position - ending S 179,693 XXXX XXXX XXXX
Net pension liability [A.9-B.9] S 139,180 XXXX XXXX XXXX

Plan fiduciary net position as a percentage
of the total pension liability [B.9 / A.9] 56.35% XXXX XXX XXX

Covered-employee payroll S 281,268 XXXX XXX XXX

Net pension liability as a percentage
of covered employee payroll [C / E] 49.48% XXXX XXXX XXX
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City of Riesel
Schedule of Contributions
Last 10 Fiscal Years (will ultimately be displayed)

September 30, 2015

2014 2015 2016 2017
Actually Determined Contribution S 289,760 XXX, XXX SXXX, XXX SXXX, XXX
Contributions in relation to the actuarially
determined contribution 151,674 XXX, XXX XXX, XXX XXX, XXX

- XXX, XXX XXX, XXX

Contribution deficiency (excess) 138,086 XXX, XXX XXX, XXX XXX, XXX
Covered employee payroll S 281,268 XXX, XXX SXXX, XXX SXXX, XXX
Contributions as a percentage of covered
employee payroll 52.73% XX.XX% XX.XX% XX.XX%
Noes to Schedule of Contributions
Valuation Date determined 12/31/2014

Notes
Valuation Date:

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

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period 16 Years

Asset Valuation Method 10 Year Smoothed Market 15% Soft Corridor

Inflation 3.0%

Salary Increases 3.50% to 12.00% Including Inflation

Investment Rate of Return 7.00%

Retirement Age Experience-based table of rates that are specefic to the City's plan of benefits.

Last updated for the 2010 valuation pursuant to an experience study of the
period 2005-2009

Mortality RP2000 Combined Mortality Table with Blue Collar Adjustment with male
rates multiplied by 109% and female rates multiplied by 103% and projected
on a fully generational basis with scale BB

Other Information:

Notes There were no benefit changes during the year.
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Ji W Donald L. Allman, CPA, PC

CERTIFIED PUBLIC ACCOUNTANT

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor
And City Council
City of Riesel, Texas

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 Standarisued by the Comptroller
General of the United States, the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of City of Riesel, Texas, as of and for the year ended
September 30, 2015, and the related notes to the financial statements, which collectively comprise City of Riesel,
Texas’ basic financial statements, and have issued our report thereon dated April 27, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Riesel, 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 City of Riesel, Texas’ internal control. Accordingly, we do not express
an opinion on the effectiveness of City of Riesel, Texas’ internal control. A deficiency in internal contro¢xists
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
weaknesds a deficiency, or a combination of deficiencies, in internal control, such that there 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 deficiencyis a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to 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 to 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 City of Riesel, Texas’ financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material 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 to 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.

Donald L. Allman, CPA, PC

Georgetown, TX
April 27,2016
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