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December 17, 2014

Independent Auditor’s Report

Mayor and City Council
City of Cumby
Cumby, Texas

Members of the City Couneil:

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 Cumby, Texas
(“City”) as of and for the year ended September 30, 2014, 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 and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from matenal 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 arc 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 estimales made by management, as
well as evaluating the overall presentation of the financial statements.
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We belicve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
andit 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, cach major fund, and the
ageregate remaining fund information of the City of Cumby, Texas, as of September 30, 2014, 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.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, the TMRS Funding Progress and Contributions and the General Fund budgetary
comparison schedule on pages 5 - 14 and pages 47 - 48 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
CXpress an opinion or provide any assurance.,

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Cumby, Texas' basic {inancial statements. The introductory section is presented for
purposes of additional analysis and is not a required part of the basic financial statements.

The introductory scetion has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 17,
20114, on our consideration of the City of Cumby, 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 and should be considered in assessing the results of our audit.

Respectfully Submitted,
CONWAY COMPANY CPAs, P.C.

lonumy Lomony G20, 12
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CITY OF CUMBY, TEXAS

MANAGEMENT DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2014

As management of the City of Cumby ("City"), we offer readers of the City's financial statements this
narralive overview and analysis of the financial activities of the City for the fiscal year ended
September 30, 2014. We encourage readers to read the information presented here in conjunction with
additional information that we have furnished in the City's financial statements, which follow this narrative.

Financial Highlights

* The assets of the City exceeded its liabiliies at the close of the fiscal vear by
$1,706.007 (nel position). Of this amount $1,49%,230 is net investment in capital assets,
Met position restricted for specific purposes is $87,628. The remaining amount of
$119,149 (unrestricted net position) may be used to meet the City's ongoing obligations to
its citizens and credilors in accordance with fund designation and fiscal policies.

«  The City's total net position decreased by ($116,267), excluding prior period adjustments.
The majority of this decrease is less revenues collected in comparison to the prior year,

+ At of the close of the fiscal year, the City's governmental funds reported combined ending
fund balances of $147.037, a decrease of (328,709) in comparison with the prior year.
Approximately 73% of this total amount, or $107,041, is available for spending at the City's
discretion {unassigned fund balance).

= At the end of the current fiscal year, unassigned fund balance for the General Fund was
£107,041 , or 14.2%, of total general fund expenditures. The decrease in fund balance for the
General Fund in the amount of ($171,532), is due to a decrease in revenues.

*  The Cily's total long-term debt decreased by ($31,071), or (4%), during the current fiscal
year.

Overview of the Financial Statements

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



CITY OF CUMBY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMEER 30, 2014

Basic Financial Statements

The first two statements (pages 17 - 19) in the basic financial statements are the Government-wide Financial
Statements. They provide both short and long-term information about the City's financial status.

The next statements (pages 20 - 26) are Fund Financial Statements. These statements focus on the activities of
the individual parts of the City's government. These statements provide more detail than the government-wide
statements. There are two parts to the Fund Financial Statements: 1) the governmental funds slalements; and 2)
the proprietary fund statements.

The next section of the basic financial statements is the notes on pages 27 - 44. The notes to the financial
statements explain in detail some of the data contained in those stalements. After the notes, required
supplemental information is provided to show details about the City's pension plan and budgelary comparison
schedule on pages 47 - 48,

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview of the City's
finances, similar in format to a financial statement of a privale-sector business. The government-wide statements
provide short and long-term information about the City's financial status as a whole.

The statement of net position presents information on all of the City's assets, deferred ocutflows, liabilities, and
deferred inflows with the difference between the two reported as net position. 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 activities presents informalion showing how the government's net position changed during the
most recent fiscal year. All changes in nel position are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows,

Thus, revenues and expenses are reported in these statements for some items that will only result in cash flows in
future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave). Both the slatement of net
pasition and the statement of activities are prepared utilizing the accrual basis of accounting as opposed to the
modified accrual basis used in prior reporting methods.

The governmenl-wide slalements are divided into three categories: 1) governmental activities and 2) business-type
activities. The governmental activities include most of the Cily's basic services such as public safety, parks and
recreation, and general administration. Property and sales taxes and state finance most of these activities. The
business-type activities are those that the City charges customers to provide. These include the utility services
offered by the City.

The government-wide financial statements are on pages 17 - 19 of this report.

Fund Financial Statements

The fund financial statements provide a more detailed look at the City's most significant activities. A fund is a
grouping of related accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The City. like all other governmental entities in Texas, uses fund accounting to ensure and
reflect compliance (or non-compliance) with finance-related legal requirements, such as the General Statutes or the
City's budget ordinance. All of the funds of the City can be divided into two categories: governmental funds and
proprietary funds.



CITY OF CUMBY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMEER 30, 2014

Governmental Funds — Governmental funds are used to account for those functions reported as governmental
aclivilies in the government-wide financial statements. Most of the City's basic services are accounled for in
governmental funds. These funds focus on how assets can readily be converted into cash flow in and out, and what
monies are left at year-end that will be available for spending in the next year. Governmental funds are reported
using an accounting method called modified accrual accounting which provides a short-term spending focus. As a
result, the governmental fund financial statements give the reader a detailed short-term view that helps him or har
determine if there are more or less financial resources available to finance the City's programs. The relationship
between government activities (reported in the Statement of Net position and the Statement of Activities) and
governmental funds is described in a reconciliation that is a part of the fund financial statements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in 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 balances provide a reconciliation
to facilitate this comparison between governmental funds and govemmental activities.

The City adopts an annual budget for its General Fund, as required by the General Statules. The budget is a legally
adopted document that incorporates input from the citizens of the Cily, the management of the City, and the
decisions of the council about which services to provide and how to pay for them. It also authorizes the City 1o
abtain funds from identified sources to finance these current period activities. The budgetary statement provided for
the General Fund demaonstrates how well the City complied with the budget ordinance and whether or not the City
succeeded in providing the services as planned when the budget was adopled. The budgetary comparison
schedule uses the budgetary basis of accounting and is presented using the same format, language, and
classifications as the legal budget document. The schedule shows four columns: 1) the original budget; 2) the final
budget as amended by the council; 3) the actual resources, charges to appropriations, and ending balances in the
General Fund; and 4) the difference or variance between the final budget and the actual resources and charges.

Froprictary Funds — The City has one type of proprietary fund which is the Water and Sewer Fund. The City
charges customers for the services it provides, whether to outside customers or to other units within the City. These
services are generally reported in proprietary funds. Proprietary Funds are reported in the same way that all
activities are reported in the statement of net position and the statement of activities. Because these services
benefit both governmental as well as business type functions, they have been included in both the governmental
and business-type activities in the govermnment-wide financial statements.

Proprietary Funds provide the same type of information as the government-wide financial statements, only in more
detail. The basic proprietary fund financial statements can be found on pages 24 - 26 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 are on pages 27 — 44 of this report.

Required Supplementary Information — In addition to the basic financial statements and accompanying notes, this
report includes certain required supplementary information concerning the City's progress in funding its obligation to
provide pension benefits to its employees as well as a budget comparison schedule.

Mew Pronouncements — The following statements for GASB were effective for the City in the fiscal year ending
September 30, 2014



CITY OF CUMBY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMEER 30, 2014

GASE Statement Mo. 66, “Technical Corrections — 2012 — an amendment of GASB Statement No. 10 and No. 627,
will be implemented by the City as required by GASE during the fiscal year ending September 30, 2014, This
staterent improves financial reporting by resolving conflicting accounting and financial reporting guidance that could
diminish the consistency of financial reporting and thereby enhance the usefulness of the financial reports. This
statement amends Statement No. 10, “Accounting and Financial Reporting for Risk Financing and Related
Insurance Issues”, by removing the provision that limits fund-based reporting of an entity's risk financing activities to
the general fund and the internal service fund type. This statement also amends Statement Mo, 52 by maodifying the
specific guidance on accounting and operating leases. The implementation of this slatement will not result in any
changes to the financial statements.

GASE Statement Mo. 67, “Financial Reporting for Pension Plans — an amendment of GASE Statement No. 25 will
be implemented as required by GASB during the fiscal year ending September 30, 2014, The objective of this
staternent is to improve financial reporting by state and local government pension plans. The implementation of this
staternent will nol result in any changes to the financial statements.

The GASB has issued the following statements which will be effective in future years as described below:

GASE Slatement No. 68, “Accounting and Financial Reporting for Pensions-an amendment of GASB Statement No.
27", will be implemented as required by GASB during the fiscal year September 30, 2015, The objective of this
statement is lo improve accounting and financial reporting by state and local government pensions and improve the
decision-usefulness of information contributing entity financial reports and will enhance its value for assessing
accountability and interperiod equity by requiring recognition of the enfire net pension liability and a more
comprehensive measure of pension expense. This statement establishes standards for measuring and recognizing
liabilities. deferred outflows of resources, and deferred inflows of resources, and expense/expenditures. Note
disclosure and required supplementary information requirement about pensions also are addressed. This statement
requires the liability of employers and nonemployer contributing entities to employees for defined benefit pensions
(net pension liability) to be measured as the portion of the present value of projected benefit payments to be
provided through the pension plan to current active and inactive employees that is atiributed to those employees’
past periods of service (total pension liability), less the amount of the pension plan’s fiduciary net position. The City
is currently evaluating potential changes to the financial statements as a result of the implementation of this
statement.

GASE Statement No. 69, “Governmental Combinations and Disposals of Government Operations”, will be
implemented as required by GASE during the fiscal year September 30, 2015. This statement establishes
accounting and financial reporting standards relaled to government combinations and disposals of government
operations. The City is currenlly evaluating potential changes to the financial slalements as a result of the
implementation of this statement.

GASE Statement No. 70, "Accounting and Financial Reporting for Nonexchange Financial Guarantees”, will be
implemented as required by GASBE during the fiscal year September 30, 2015. This statement requires a
govemnment that extends nonexchange financial guarantee to recognize a liability when qualitative faclors and
historical data, if any, indicate that it is more likely than not that the government will be required to make a payment
on the guarantee. It is nol anticipated that the adoption of the statement will result in any changes to the Cily's
financial statements.

GASE Statement No. 71, “Pension Transition for Contributions Made Subsequent to the Measurement Date”, will be
implemented as required by GASB during the fiscal year September 30, 2015. This statement addresses an issue
regarding application of the transition provisions of GASE Statement No. 68. The issue relates lo amounts
associated with contributions, if any, made by a state or local government employer or nonemployer contributing
entity to a defined benefit pension plan after the measurement date of the government's beginning net pension
liability. The City is currently evaluating potential changes to the financial statements as a result of the
implementation of this statement,



CITY OF CUMBY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2014

The City of Cumby’s Net Position

Governmental Business-Type
Activities Activities Total
2014 2013 2014 2013 2014 2013

Current and olher assets 5 213,498 k 671,883 | & 161,548 & 407,543 | § 375,046 0§ 1079426
Capital assets 254 700 292,299 1,957,516 1,776,042 2,212,216 2.068.341
Total assals 468,198 064 182 2,119,064 2,183,585 2587 262 3,147 767
Long-term liabilites 56,283 118,768 T08,243 591,933 74,526 810,71
Current liabilites 56,111 61.837 G0 618 47,338 116,729 108.975
Total liabilities 112,384 180.405 THH. 861 739272 851,255 915,677
MNet position:

Met investment in capital assets 202,929 173,531 1,296,301 1,084,108 1,499,230 1,257,640
Restricted 39,996 21,341 47,632 10,874 87,628 32,215
LInrestrictead 112879 588 905 6270 3489 330 119,149 935,235
Total net position g 355 804 5 TEIFI7T 1S 1350203 § 1444313 1,706,007 & _2_228,[]90

As noted earlier, net position may serve over time as one useful indicator of a City's financial condition. The net
position of the City exceeded liabilites by $1,706,007 as of September 30, 2014. The City's net position
decreased by ($116,267), excluding prior period adjustments, for the fiscal year ended September 30, 2014.

Net investment in capital assels:

The largest portion of the City's net position, 87.9%, reflects the investment in capital assets (eqg., land,
buildings, machinery, and equipment) less any related debt still outstanding that was issued to acquire those
items. The City uses these capital assets to provide services to citizens; conseguently, these assets are nol
available for future spending. Although the City's investment in its capilal assets is reported net of outstanding
related debt, the resources needed to repay that debt must be provided by other sources since the capital
assets cannot be used to liquidate these liabilities.

Restricted net position:

The restricted net position of $87.628, or 5.14%, of total net position represents resources that are subject to
external restrictions on their use, or by enabling legislation. Restricted nel position is comprised of state and
contractually imposed restrictions  which are $26,488, or 30.2%, for court fees, debt requirements  of
547,632 , or 54.4%, and $13,508, or 15.4%, is for unspent federal seizure funds.

Unrestricted net position:
Unrestricted net position of $119,149 is available to fund City programs to citizens and debt obligations to
creditars. The majority of unrestricted net position resides in the governmental activities,



CITY OF CUMBY, TEXAS

MANAGEMENT DISCUSSION AND ANALYSIS (continued)

SEPTEMBER 30, 2014

REVEMNUE:
Program Revenues
Charges for Services

Crperating Granls and Contributicns
Capital Grants and Contributions

General Revenues:
Froperty Taxes
Sales Taxes
Franchise Taxes
Investment Income
Mizcallanaous

Total Revenues

EXPENSES:
Frogram Expenses:
General Government
Fublic Safaty

Fublic Services and operations

Public Works
Farks and Recreation

Interest an Long-Tarm Debt

Water and Sewer
Total Expenses

Increase in Net Position before Transfers

Other Revenues and Financing Sources (uses)

Transfers

Total Other Financing Sources (uses)

Increase in Met Position

Net Position, October 1
Prior Period Adjustments

Met Position, September 30

Changes in Net Position

Governmental Business-type
Activities Activities Totals
2014 2013 2014 2013 2014 2013
505,543 5 582096 351.847 5§ 373958 857,380 % 056,054
33,150 1,407 - - 33,150 1.407
&,500 - - - £,500 -
81,825 79,897 . - 81,825 78,897
88,600 123,528 - - 88,600 123,528
36,192 3273 ¢ - 36,192 3273
287 a0 - 124 287 214
3,359 13 967 3,868 - 7227 13,967
755,556 833,158 355,715 374,082 1,111,271 1,207,240
116,881 264,311 - - 116,981 264,311
310,768 279,220 = = 30,768 279,220
242471 237,138 - - 242,471 237.136
62,086 16,192 - - 62,086 16,192
10,818 - - - 10,818 -
1,829 - - - 1.82% .
- - 482 585 444 574 482 585 444 574
744953 796,859 482 585 444,574 1,227,538 1,241,433
10,803 36,299 (126,870) (70.492) [116,267) (34,193)
{174 483) 1,392 174 483 {1,382) - -
{174 483) 1,392 174,483 {1,392) - -
{163,880) 37681 47613 (71.854) {116,267) (34.193)
TEITTT 746,086 1444313 1,516,187 2,228,090 2,262,283
{264 083) - [141,723) - {405,816} -
355804 &  TBATIT 5 1350303 2§ 1444313 5 1F06.007 _§ 2228080

Governmental activities decreased net position, excluding prior period adjustments, by ($163,880), This is due to the increase in transfer to
the Business-type fund for allocation of payroll by function of (5146,028).

Business-type activities increased net position, excluding prior period adjustments, by $47,613,

encpenditures increased causing a net decrease of (356,378) of which the increase in Iransfers offset,

10

Revenues decreased slightly and



CITY OF CUMBY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEFTEMBER 30, 2014

Governmental-type activities - Governmental-type activities decreased the City's net position by
{$163,880), excluding prior period adjustments. A key element of this decrease as follows:

Transfers to Water and Sewer Fund increased to ($174,483) of which (5146,028) is for the
allocation of payroll.

Expenses and Program Revenues - Governmental Activities
[amounts expressed in thousands)

; ® FY2014 Expenses = FY2014 Revenue
| ® FY2013 Expenses = FY2013 Revenue

- 600

- - SO0
—— T N R R — 400

|

..f.. e ————————— i . sm
g N D S e
‘ ; -t 100 .i
|

Ganeral Public Saflaty Public Services Pubilic Works Parks and Inlerest
Govemmant Facreation
|
0 e .
Revenues by Source - Governmental Activities
Property Taxes
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CITY OF CUMBY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2014

Business-type Activities - Business-type activities increased the City's net position by $47,613, excluding prior
period adjustments. A key element of this increase is as follows:

Transfer from General Fund increased to $174,483 of which $146,028 is to allocate payroll,

Expenditures and Program Revenues - Business-type Activities
{amounts expressed in thousands)

® Water and S5ewer © Garbage i

450 "
400 -
350
300 -+

200

e e
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CITY OF CUMBY, TEXAS
MANAGEMENT AND DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2014

Financial Analysis of the City's Funds

As noled earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements,

Governmental Funds - The focus of the City's governmental funds is to provide information on near-term
inflows, outflows, and balances of usable resources. Such information is useful in assessing the City's
financing requirements, Specifically, unassigned fund balance can be a useful measure of a government's net
recourses available for spending as they represent the portion of fund balance which has not been limited to use
for a particular purpose by either an external party, the City itself, or a group or individual that has been granted
autharity to assign resources for a particular purpose for the City.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, the unassigned
fund balance of the General Fund was $107,041, an increase of 9.7% in comparison with the prior year.

The restricted fund balances of $39.996, consist of amounts with constraints put on their use by extarnally
imposed creditors, grantors, contributions, laws, regulations or enabling legislation. Resltricled fund balance of
$26 488 or B6.23%, is for court use. Seized funds not spent at the end of the fiscal year in the amount of
$13.508, or 33.77%, is restricted by federal law .

Unassigned fund balance of $107,041 represents the residual classification for the City's General Fund.

It is the City's goal to achieve and maintain an unassigned fund balance in the General Fund equal fo
16.67% of expenditures. At the end of the current fiscal year, the City is short of this goal by (2.45%).

General Fund Budgetary Highlights: During the fiscal year, the City did not revise the budget. Generally,
budget amendments fall into one of three categories: (1) amendments made lo adjust the estimates that are
used to prepare the original budget ordinance once exact information is available; 2) amendments made to
recognize new funding amounlts from external sources, such as Federal and State grants; and (3} increases in
appropriations that become necessary to maintain services.

Reverues were less than the budgeted amounts in most classifications. Expenditures were more than
budgeted amounts at the fund level,

Proprietary Funds - The City of Cumby's proprietary funds provide the same type of information found in the

government-wide statements but in more detail. Unrestricted net position of the proprietary funds at the end
of the fiscal year amounted to 36,270,

13



CITY OF CUMBY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMEER 30, 2014

Capital assets - The City of Cumby's investment in capital assets for its governmental and business-type activities as of
September 30, 2014, totals $2,.212.216 (net of accumulated depreciation). This investment in capilal assets includes
buildings. roads and bridges, land, machinery and equipment, The total increase in the City of Cumby's investment in capital
assets for the cumrent fiscal vear was 6.95%.

Major capital asset events during the current fiscal vear included the following:
« Improvemnents to water and sewer infrastructure

Capital Assets -
As of September 30, 2014
{net of accumulated depreciation)

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013
Land & Improvements § - % - 8 11,370 8§ 1370 % 11370 % 1,370
Machinery & Equipment 130,207 154,114 40,128 1,783 170,335 156 897
Buildings 59,136 50,696 127,443 132,386 186,579 183,082
Infrastructure 65,357 264973 1,778,575 1,272,161 1,843 532 1,302 134
Construction in PFrogress - 57,575 - 368,341 - 425 916 =
Total % oRATO0 S 792358 % 1857516 % 1776041 _§ 2212216 _§ 2068309

Mare detailed information about the City's capital assets is presented in Mote F fo the financial staternents

Long-term Debt - A of September 30, 2014, the City had long-term debl outstanding of §758,197. This debt is secured by
property taxes and/or revenues. The debl decreased by ($31,071), or (4%).

Dutstanding Debt
As of September 30, 2014

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013
Certificates of Obligation & - 5 - § BE5000 § B7S000 % 655000 % 675,000
Moles Payable - 30,808 51.426 16,000 51,426 46,808
Capital Lease Payable 51.771 Gy AG0 = - 21.771 67 A0
Total - 51,771 & 98268 _§ TO6426 _§ 601000 § 758197 §  TR9.JGE

More detailed information about the City's long-term liabilities is presented in Mote G to the financial statements,
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CITY OF CUMBY, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2014

ASSETS
Cash and cash equivalents
Receivables (net of allowance for uncellectible)
Resfricted assels:
Cash and cash equivalents
Capital assets, not being depreciated:
Land & improvements

Capital assets, net of accumulated depreciation:

Buildings and improvements

Infrastructure

Machinery & equipment
Total Assets

LIABILITIES

Accounts payable

Customer deposits

Accrued interest payable

Accruaed expenses

Other liabilities

Moncurrent Liabiliies:

Due within one year:
Capital lease payable
Motes payable
Bonds payable

Cug in more than one year:
Compensated absences
Capital lease payable
Moles payable
Bonds payable

Total Liabilities

NET POSITION
Met investment in capital assets
Restricted for:
Debt
Seizure funds
Court use
Unrestricted
Total Net Position

Primary Government

Governmental Business-type
Activities Activities Total
% 147,278 % 23481 % 170,769
26,224 2277 49,015
39,996 115,266 155,262
- 11.370 11.370
58,136 127.443 186,579
65,357 1,778,575 1,843,932
130,207 40128 170,335
468,198 2,119 084 2 587 262
24,472 18,111 40,583
- 35,491 35,491
- 53,9567 5,957
3,090 1,927 5,017
28,549 1,132 20,681
16,448 - 16,448
- 18,392 18,382
- 20,000 20,000
4,512 1,817 6,329
35,323 - 35,323
- 33,034 33,034
- 635,000 635,000
112,394 758,861 881,255
202929 1,296,301 1,499,230
- 47 632 47 632
13,508 - 13,508
25,488 - 26,488
112,879 6270 118,144
B 355804 § 1350203 § 1706007

The accompanying notes to the basic financial statements are an integral part of this financial statement.
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CITY OF CUMBY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMEER 30, 2014

Program Revenues

Operating Capital
Charges for Grants and Grants and
__Expenses Services  _Contributions _ Contributions

Function/Program Activities
Primary Government

Governmental Activities:

General Government $ 116981 § 194 % - 5 -

Public Safety 310,768 54 33,150 -

Public Services and Operations 242 471 484 491 - -

Public Works 62,086 20,804 - -

Parks and Recreation 10,818 - - 6,500

Interest on Long-Term Debt 1.829 - - -
Total governmental activities 744 853 505,543 33,150 6.500
Business-type Activilies:

Water and Sewer 482 585 351.847 - -

Total business-type activities 482 585 351847 - s
Total primary government $1227538 _§ 857390 _§ 33,150 6,500

General revenues:
Froperty taxes
Sales taxes

Franchise taxes
Investment income
Miscellaneous
Transfers
Total general revenues & transfers
Change in net position
Met position - beginning
Prior Period Adjustment
Met position - ending

The accompanying notes to the basic financial statements are an integral part of this financial statement,
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Net (Expense) Revenue and
Changes in Net Position
Primary Government

Governmental Business
Activities Activities Total

$ (116,787) $ - % (118,787}
(277,564) - (277,564)
242,020 - 242,020
(41,282) . (41,282)
{4,318) - {4,318)
(1.829) _ - {1,829)
(199,760} - (199,760)

- (130,738} (130,738
{130.738) {130.738)

(199.760) _$ (130.738) _§ (330.498)

&
$ 81925 § - § 81925
88,600 - 88,600
36,192 - 36,192
287 - 287
3,359 3,868 T.227

(174 .483) 174 483 -
35,880 178,351 214,231

(163,880} 47,613 (116.267)

783,777 1,444,313 2,228,090

(264,093 {141.723) (405.816)

_§ 355804 _§ 1350203 _$ 1706007

The accompanying nates to the basic financial statements are an integral part of this financial statement.
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CITY OF CUMBY, TEXAS
BALANCE SHEET - GOVERNMENTAL FUND
SEPTEMEBEER 30, 2014

General
Fund

ASSETS
Cash and cash equivalents 5 147,278
Receivables (net of allowances for uncollectible) 26,224
Cash - Restricted 39,096
Total Assets 213,498
LIABILITIES
Accounts payable 24,472
Accrued expenses 3.090
Other liabilities 28,549
Total Liabilities 56,111
DEFERRED INFLOW OF RESOURCES
Unavailable revenue-properly laxes 10,350
Total Deferred Inflow of Resources 10,350
FUND BALANCES
Restricted for:

Seized Funds 13,508

Court Lse 26,488
Unassigned: 107,041
Total Fund Balances 147.037
Total Liabilities, Deferred Inflow of Resources,

and Fund Balances % 213,458

The accompanying notes to the basic financial statements are an integral part of this financial statement.
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CITY OF CUMBY, TEXAS

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

SEPTEMBER 30, 2014

Total fund balances - governmental funds balance sheet $ 147,037

Amounts reported for governmental activities in the statement of net position
are different bacause:

Capital assets used in governmental activities are not financial resources and, a04 983
therefare, are not reported in the funds.

Accumulaled depreciation has not been included in the governmental fund (650,283)
financial statements.

Revenues reported as unearned revenue in the governmental fund financial 10,350
statements was recorded as revenue in the government-wide financial
statements.

Accrued liabilities for compensated absences have not been reflected in the 4,512)

fund financial statements.

Long-term liabilities, including bonds payable, are not due and payable in the {51,771)
current period and therefore are not reported in the fund financial statements.

Met position of governmental activities - stalement of net position $ 355804

The accompanying notes to the basic financial statements are an integral part of this financial statement.
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CITY OF CUMBY, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2014

REVEMNUE
Property Taxes
Sales Tax Collected
Franchise Taxes
Licensas and Permits
Fines and Forfeitures
Charge for Services
Seizures
Donations
Investment Income
Miscellaneous

Total Revenues

EXPENDITURES
Current:
General Government
Public Safety
Public Services and Operations
Public Waorks
Parks and Recreation
Debt Service:
Principal Retirement
Interast Expanse
Capital Qutlay:
Public Safety
Parks and Recreation
Total Expenditures

Excess (deficiency) of revenues over

{under) expenditures

Other Revenues and Financing Sources (uses)

Sale of Assets
Transfers

Total Other Financing Sources {uses)

Met Change in Fund Balances

Fund Balances, October 1
Prior Period Adjustments
Fund Balances, September 30

The accompanying notes to the basic financial statements are an integral part of this financial statemant.
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General
Fund

5 81,025
BE,600

36,192

2,027

482 464

248

33,150

6,500

287

3,359

-— =

734,752

899,690
280,209
241,735

32,514

4,529

46,496
5,094

M7

10.624

752,602

(17,850}

20,802
(174.484)
(153.682)

{171,532}

175,746
142,823
$ 147037




CITY OF CUMBY, 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, 2014

Met change in fund balances - total governmental funds E (171,532)

Amounts reported for govermmental activities in the statement of aclivities
are different because:

Governmental funds report capital outlays as expenditures. However, in the 42,335
statement of aclivilies the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Depreciation expense on capital assets is reported in the government-wide (78,833)
statement of activities and changes in net position, but they do not require
the use of current financial resources. Therefore, depreciation expense is
not reported as expenditures in the governmental funds.

Current year long-term debt principal payments on contractual obligations, 46,496
and bonds pavable are expenditures in the fund financial statements but are
shown as reductions in long-term debt in the government-wide financial
statements.

Current year changes in accrued interest payable do not require the use of 3,266
current  resources; therefore, are not reported as  expenditures  in
governmental funds,

Current year changes in the long-term liability for compensated absences {4,512)
do not require the use of current financial resources; therefore, are not

reported as expenditures in governmental funds.

Change in net position of governmental activities - statement of activities $ (16385800

The accompanying notes to the basic financial statements are an integral part of this financial statement.
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CITY OF CUMEY, TEXAS

STATEMENT OF FUNDS NET POSITION
PROPRIETARY FUNDS

SEPTEMBER 30, 2014

ASSETS
Current Assets:
Cash and cash equivalents
Restricted cash and cash equivalents
Receivables (net of allowances for uncollectible)
Total Current Assets
Moncurrent Assets:
Capital Assels:
Land
Building & improvements
Machinery & equipment
Infrastructure
Less: accumulated depreciation
Total Capital Assets (net of accumulated depreciation)

Total Moncurrent Assets
Total Assets

LIABILITIES
Current Liabilities:
Accounts payable
Accrued expenses payable
Other liabilities
Payables from restricted funds:
Customer deposits
Acerued interest payable
Motes Payable - current
Bonds payable - current
Total Current Liabilities
Moncurrent Liabilities:
Compensated absences
Motes Payable
Bonds payable

Total Mon-Current Liabiliies
Total Liabilities

NET POSITION
Met investment in capital assets
Restricted for;
Debt
Unrestricted
Total Met Position

The accompanying notes to the basic financial statements are an integral part of this financial statement.
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Water/Sewer
Fund

] 23,491

115,266
22791

161,548

11,370
164,820
102,321

2,704,118
(1,025113)

1.957.516

1.957.516

2,119,064

16,111
1,927
1,132

35,491

5,957
18,392
20.000

99.010

1,817
33,034
535,000

669,851

768,861

1,296,301

47.632
6270

g

1.350.203




CITY OF CUMBY, TEXAS

STATEMENT OF REVENUES, EXPENSES AND CHANGES

IN NET POSITION - PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Water/Sewer
Fund

OPERATING REVENUES
Charges for services 5 350,347
Tap fees 1,500
Miscellaneous income 3. 868
Total Operating Revenues 355715
OPERATING EXPENSES
Personnel costs 147 544
Supplies and materials 34,306
Maintenance and repair 77,300
Contractual services 52,045
Liilities 28,288
Depreciation 93,089
Total Operating Expenses 442 872
Operating Income (Loss) (87.157)
NOMN-OPERATING REVENUES (EXPENSES)
Interest expense {39,713}
Total Non-Operating Revenues (Expenses) {39.713%)
Income before capital contributions and transfers {12687
Transfers 174 483
Change in Net Position 47,613
Met position - Beginning, October 1 1,444 313
Prior Period Adjustments (141,723}
Met Position - Ending, September 30 T 1380203

The accompanying notes to the basic financial statements are an integral part of this financial statement.
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CITY OF CUMBY, TEXAS

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMEER 30, 2014

Cash Flows from Operating Activities
Cash received from customers
Cash received from other sources
Cash paid to employees
Cash paid to suppliers
Net cash provided by (used for) operating activities

Cash Flows from Noncapital Financing Activities

Transfers to/from other funds
Met Cash Provided by Non-capital Financing Activities

Cash Flows from Capital and Related Financing Activities
Acquisition and construction of capital assets
Mote proceeds
Principal payments on debt obligations
Interest and fiscal charges on debt
Net cash provided by (used for) capital and related
financing activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of operating income to net cash
provided by {used for) operation activities
Operaling income (loss)

Adjustment to reconcile operating income to net

provided by operaling activities:
Prior period adjustment
Depreciation

Change in Assets and Liabilitias
Decrease {increase) in receivables
Increase (decrease) in accounts payable
Increase (decrease) in customer deposits
Increase (decrease) in accrued axpenses
Increase (decrease) in other liabilities

Total Adjustments
Net cash provided by (used for) operating activities

The accompanying notes to the basic financial statements are an integral part of this financial statement.
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Water/Sewer
Fund

$ 367,231
3,868
(147 844)
(343 264)
(120.009)

174 483
174.483

(275,498)
45,436
(30,010}
(36.734)

(296,806}

{242,332)
381.089

5 {87,157

(141,723)
93,089

3,663
1,064
11.721
3,744
(4.410)
(32.852)
& (120009)




CITY OF CUMBY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEFTEMBER 30, 2014

A, Summary of Significant Accounting Policies

The City of Cumby (“City") was incorporated May 13, 1911 and operates under a Mayor-Council form of government and
provides police protection, water and sewer services, and general administration.

The accounting and reporting policies of the City relating to the funds included in the accompanying basic financial statemenis
conform to accounting principles generally accepted in the United States of America ("GAAP") 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 Instifute of Certified Public Accountants in the publication
entitled State and Local Govemnmenls-Audit and Accounting Guide and by the Financial Accounting Standards Board when
applicable. The more significant accounting policies of the City are dezcribed below:

1. Reporting Entity

The City is a municipal corporation governed by an elected mayor and five-member council and has the authority to make
decisions, appoint administrators and managers, and significantly influence operations, It also has the primary accountability
for fiscal matlers. Therefore, the Cily is a financial reporting entity as defined by GASE in its Statement No. 14, "The Financial
Reporting Entity”, as amended by GASE Stalement Mo, 39 "Determining Whether Certain Qrganizations are Component
Units".

Under GASE Statement Me. 14, component umils are organizations for which the Cily is financially accountable and all other
organizations for which the nature and significance of their relationship with the City are such that exclusion would cause the
reporting entity's financial statements to be misleading or incomplete. Financial accounlability exists if the Cily appoints a
voting majority of an organization's governing board and is either able to impose its will on that organization or there is a
potential for the organization to provide specific financial benefils lo, or impose specific financial burdens on, the City. The
City may be financially accountable for governmental organizations with a separately elected governing board, a governing
board appeinted by another government, or a jointty appointed board that is fiscally dependent on the City. The financial
statements of the component unit may be discretely presented in a separate column from the primary government of blended
with the financial statements of the primary government. GASE Statement No. 39 added clarification lo GASE Statement
Ma. 14 by including entities which meet all three of the following requirements:

1. The economic resources received or held by the separate organization are entirely for the direct benefit of the primary
government, its component units, or it constituents.

2. The primary government, of its component units, is entitled to, or has the ability to otherwise access, a majority of
the economic resources received or held by the separale organization.

3 The cconomic resources received or held by an individual organization that the specific primary government, or its
component units, is entitled to, or has the ability to other access, are significant to the primary government.

Based upon the application of these tests, the Cily does not have any component units.

In addition. GASE Statement No. 61 considers an crganization that does not meet the financial accountability criteria may
be included as a component unit if management's professional judgment delermines it to be necessary and misleading it
omitted. This evaluation includes consideration of whether a financial benefit or burden exists in the relationship between the
entities. Management has not identified any additional organizations that fit this criteria.

2. Basis of Presentation, Basis of Accounting

The basic financial stalements are prepared in conformily GAAP which requires the government-wide financial slalements
to be prepared using the accrual basis of accounting and the economic resources measurement focus. Government-wide
financial statemenls do not provide information by fund, but distinguish between the City's governmental activities and
business-type activiies on the stalement of net position and statement of activities. Significantly, the City's statement of
net position include both noncurrent assets and noncurrent liabilities. In addition, the government-wide statement of activities
reflects depreciation expenses on the Cily's capilal assets, including infrastructure.
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CITY OF CUMBY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMEER 30, 2014

A. Summary of Significant Accounting Policies

2. Basis of Presentation, Basis of Accounting {continued})

In addition to he government-wide financial statements, the City has prepared fund financial statements, which use the
medified acorual basis of accounting and the current financial resource measurement focus for lhe govemmental funds. The
accruzl basis of accounting is utilized by proprietary funds. Under this method, revenues are recorded when eamed and

expenses are recorded at the lime liabilities are incurred.

Management's Discussion and Analysis provides an analylical oveniew of the City's financial activities. In addition, a
budgetary comparison schedule is presented that compares the original adopted budgel and final amended General Fund
budget with actual results,

The basic financial statements include both government-wide (based on the City as a whaole} and fund financial statements.
The government-wide financial statements (i, the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the primary government and ils component unit. As a general rule, the
effect of interfund activity has been aliminated from the govermment-wide financial statements. Governmental activities,
which normally are supported by taxes and intergovernmental revenues, are reporied separalely rom business-type activities,

which rely on fees and charges for support.

The government-wide stalement of activities demonstrates the degree fo which the direct expenses of a functional category
(Public Safety, Public Works, Parks, elc.) or program are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or program. Program revenues include: a) charges to customers or applicants who
purchase, use. or directly benefit from goods, services, or privileges provided by a given function or program, b) grants and
contributions that are restricted to meeting lhe operational requirements of a particular function or program, or ¢} grants and
contributions thal are restricted to meeting the capital requirements of a particular function or program. Taxes and other
itens not propery included among program revenues are reported instead as general revenues. Intermnally  dedicated
revenues. Internally dedicated resources are alsc reported as general revenues rather than as program revenues.

The net cost (by function) is normally covered by general revenue (property and sales taxes, franchize taxes, and interest
income).

Separate fund financial statements are provided for governmental funds and proprietary funds. Major individual governmental
funds and major individual proprietary funds are reported as separate columns in the funds financial statements. The major
governmental fund iz the general fund. The major proprietary fund is the water and sewer fund. GASE Statement Mo. 34 sels
forth minimum criteria (percentage of assets, liabilities, revenues or expenditures/expenses of either fund category for the
governmental and proprietary combined) for the determination of major funds.

Az a general rule, the effect of interfund activity has been eliminated from the govemment-wide financial statements.
Exceptions 1o the general rule are franchize fees and other charges between the government's water and sewer function and
various other functions of the government. Elimination of these charges would distort the direct costs and program revenues
reported for the various functions concerned.

The proprietary fund distinguish operafing revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in conneclion with a proprietary fund's
principal ongeing operations. The principal operating revenues of the water and sewer business-type fund are the charges to
customers for sales and services. The waler and sewer fund also recognizes as operaling revenue the porfion of tax fees
intended lo recover the cost of connecting new customers to the syslem. Operating expenses for business-type funds include
the cost of sales and service, adminisirative expenses, and depreciation on assets. All revenues and expenses not meeting
the definition are reported as non-operating revenues and expenses.

The government-wide focus is more on the sustainability of the City as an entity and the change in aggregale flinancial
position resulting from the activiies of the fiscal peried. The focus of the fund financial statements is on major individual
funds of the govemnmental and proprietary categories. Each presentation provides valuable information that can be analyzed
and compared to enhance the usefulness of the information.
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CITY OF CUMBY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

A, Summary of Sinnificant Accounting Policies (continued)
3. Measurement Focus, Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues and expenditures are
recognized in the accounts and reported in the financial statements. Basis of accounting relates to the fiming of the

measurement made, regardless of the measurement focus applied.

The government-wide financial statements are reported using lhe economic resources measurement focus and the accrual
basizs of accounting, as are the proprietary fund statements. The economic resources measurement focus means all
assets and liabilities (whether current or non-current) are included on the statement of net position and the operating
statements present increases (revenues) and decreases (expenses) in total nel position, Under the accrual basis of
accounting, revenues are recognized when earned, including unbilled water and sewer services which are accrued,
Expenses are recognized at the time the liability is incurred.

Governmental fund level 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.
Revenueas are considered to be available when they are collectible within the current period or scon encugh thereafter fo
pay liabilities of the current period. For this purpose, the government considers revenues lo be available when lhey are
collected within 60 days of the end of the cument fiscal period. Expenditures penerally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as cxpenditures related to compensated
absences and claims and judgments, are recorded only when payment is due and payable shortly after yvear end as required
by GASE Interoretation Mo, 6.

Ad valorem, franchise and sales tax revenues recorded in the General Fund are recognized under the suscepfible to accrual
concept. Licenses and permits, charges for services, fines and forfeitures, contributions, and miscellaneous revenues are
recorded as revenues when received in cash, as the resuliing receivable is not measurable. Investment earnings are recorded
as eamed since they are measurable and available. In applying the susceptible to accrual concept to intergovernmental
revenues, the legal and contractual reguirements of the numerous  individual programs  are used as  guidance,
Intergovernmental grant revenues are recognized when all eligibility requirements have been met.

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

Governmental funds are those through which most governmental funclions of the City are financed. The acquisition, use, and
balances of the City's expendable financial resources and the related liabilities (except those accounted for in proprietary
funds) are accounted for through governmental funds. The measurement focus is upon determination of changes in financial
position, rather than upon net income determination. The following is a description of the major governmental funds of the

City:

The General Fund iz the operating fund of the City. This fund is used to account for all financial resources not accounted
for in other funds. All general tax revenues and other receipts that are not restricted by law or contractual agreement to
some other fund are accounted for in this fund.

Proprietary funds are accounted for on a flow of economic resources measurement focus. The accounting objectives are a
determination of net income, financial position, and changes in cash flows., All assets and liabilities associaled with a
proprietary fund's aclivities are included on ils slatement of net position.

Proprietary funds are financed and operated in a manner similar to a private business enterprise. The cosls (expenses,
including depreciation) of providing goods or services to the general public on a continuing basis are financed o recovered
primarily through user charges. Pericdic determination of revenue eamed, expenses incumed, or net income is appropriate
for capital maintenance, public policy, management control, accountability or purposes. The following is a description of
the proprietary funds of the Cily:

The Water and Sewer Funds account for the operations of the water and sanitary sewer utilities and garbage which are
self-supporling aclivities rendering services on a user-charge basis.
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CITY OF CUMEY, TEXAS
MOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEFTEMEBER 30, 2014 —

A Summary of Significant Accounting Policies. (conlinued)
4, Financial Statement Amounts
a. Cash and Cash Equivalents

The City's cash and cash equivalents include cash on hand. demand deposits, and short-term investments with original
maturities of three months or less from the date of acquisition.

The City may invest in cerificates of deposits, authorized investment pools and funds, U.S. Government Securities,
commercial paper, and repurchase agreements.

b. Receivable and Payable Balances

The City believes that sufficient detail of receivable and payable balances is provided in the financial statements to avoid
the obscuring of significant components by aggregation.

Trade and property tax receivables are shown net of an allowance for uncollectible.
. Restricled Assets

fescts are reported as restricted when limitations on their use change the nature or normal understanding of the
availability of the asset. Such constraints are either externally imposed by creditors, contributors, grantors, or laws of

other governments, or are imposed by law through constilutional provisions or enabling legislation. Resfricted assets in

the govermmental funds represent cash and cash equivalents and investments set aside for specific capital additions, and —
various bond covenants, Reslicted assets in the proprietary funds represent cash and cash equivalents and investments

sel aside for repayment of deposits to utility customers, specific capital, additions, and various bond covenants.

Customer deposits received for the water and sewer service are, by law, 1o he considered reslricled asscts. These
activities are included in the Water and Sewer Fund.

d. Capital Assets

Capital assels, which include land. buildings, eguipment, and improvements, purchased or acquired, are in the applicable
governmental or business-like activiies columns in the government-wide financial statements and proprietary fund types.
The City defines capital assets as assels with an initial individual cost of mere than $5,000 and an estimated useful
life in excess of two years, Such assets are recorded at historical cost or estimated hislorical T historical cost i5 not
available, Contributed assets are recorded at fair market value as of the date donated. Additions, improvements, and
capital outlays that significantly extend the useful life of an asset are capilalized. Other costs incurred for repairs and

maintenance are expensed.

Major outlays for capital assels and improvements are capitalized as projects are constructed.  Met interest incurred
during the construction phase of capilal assets of businessike activities is included as part of the capitalized wvalue of

the assefs constructed.  Thers was not any inlerest accrued in the current period.
Management elected not to retroactively report infrastructure assets within the scope of GASE Statement Mo, 34

Capital assels are being depreciated using the straight-line method over the following estimated useful lives: —

Estimated
Aszet Class Useful |ives
Infrastructure 15 - =
Building & Improvements 10 - 40
Machinery and eguipment 5-20
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CITY OF CUMBY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

A, Surmmarny of Significant Accounting Policies.
4. Financial Statement Amounts (continuad)

e, Compensated Absences

It is the City's policy to permit employees to accumulate eamed but unused vacation and overtime not paid (comp time)
with a maximurm of 160 hours. All vacation and comp time is accrued at the close of the fiscal year in the government-wide
and proprietary fund financial staterments.

f.  Long-term Obligations

In the govemment-wide financial statements, and proprietary fund types in the fund financial slatements. long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-lype
activities, or proprictary fund type staterment of nel position. Bond premiums and discounts are deferred and amorized
over the life of the bonds using the straight-line method and nefted with the long term obligations in the labiities. The
City has compared this method to the effective interest method and found the difference between the two methods 1o be
immaterial, Bonds pavable are reported net of the applicable bond premium or discount. Bond issuance costs, if any, are
expensed during the year they are incurred in accordance with GASE Statement Mo. B5.

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 reporled as other financial sources.
Premiums received on debl issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. lssuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.

g. Deferred Oufflows/inflows of Resources

In addition to assets, the fund balance sheet will sometimes report a separate section for deferred outflows of resources.
This separate financial stalement element, deferred outflows of resources, represents a consumplion of net position that
applies to a future period(s) and so will not be recognized as an outflow of resources (expenses/expenditures) wntil
then. The City does not have any deferred outflows of resources for the current fiscal year.

In addition to liabilities, the fund balance sheet will somelimes report & separate section for deferred inflows of resources.
This separate financial statement element, deferred inflows of resources, represents an acauisition of a net position that
applies to that time. The City has only one type of deferred inflow of resources in the governmental fund financial
staternent. Deferred revenue from properly laxes is deferred and recognized as an inflow of resources in the period that
the amounts become available,

h, Fund Balance Folicies

In the fund financial statements, governmental funds report fund balance as nonspendable, restricled, committed,
assigned, or unassigned based primarily on the extent to which the Cily is bound to honor constraints on how specific
amounts can be spent:

» Nonspendsble fund balance - includes the portion of net resources that cannot be spent because of their form
{i.e. inventory, long-lerm loans, or prepaid) or because they must remain intact such as lhe principal of an
endowment.

+ Restricted fund balance - includes the portion of net resources on which limitations are imposed by creditors,
grantors, contributors, or by laws or regulations of other governments (i.e. externally imposed limilalions). Armounts
can be spent only for the specific purposes stipulated by exlemal resource providers or as allowed by law through
constitutional pravisions or enabling legislation. Examples include grant awards and bond proceeds.
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CITY OF CUMBY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMEER 30, 2014

A, Summary of Significant Aceounting Policies.
4, Financial Statement Amounts
h.  Fund Equity {continued)

» Committed fund balance - includes the porlion of net resources for which the City Council has imposed limitations
of use. Amounts that can be used only for the specific purposes determined by a resolution of the City Council.
Commitments may be changed or lifted only by a resolution of the City Council. The resolution must be approved
before the end of the fiscal year in which the commitment will be reflected on the financial statements.

« Assighed fund balance - includes the portion of net resources for which an infended use has been established by
the Gity Council or Mayor authorized to do se by the City Council. Assignments of fund balances are much less
formal than commitments and do not require formal action for their imposition or removal. In governmental funds other
than the general fund, assigned fund balance represents the amount that is nol restricted or committed which
indicates that resources are, at 2 minimum, intended to be used for the purpose of that fund.

* Upassigned fund balance - includes the amounts in the general fund in excess of what can properly be classified
in one of the other four categories of fund balance. It is the residual classification of the general fund and includes
all amounts not contained in other classifications. Unassigned amounls are technically available for any purpose.
Megative residual amounts for all other governmental funds are reported in this classification.

The City believes thal adequate levels of fund balance are essential in mitigating financial risk thal can ocour from
unforeseen revenue fluctuations, unanticipated expenditures, and similar circumstances. In order fo comply with the
adopted minimum fund balance policy, the City's general fund balance should be 16.67% of total maintenance and
operation expenditures. The City at the end of the cumenl period is at 14.22%. The Cily considers a balance less than
£.34% to be cause for concern.

i.  Met Position Flow Assumption

Somelimes 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 assumplion must be made about the
order in which the resources are considered to be applied. It is the City's policy to consider restricted net position fo
have been depleted before unrestricted net position is applied.

j.  Fund Balance Flow Assumption

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

k. Comparative Data/Reclassification
Comparative total data for the current year to budget have been presented in the supplementary section of the financial

statements in order lo provide an understanding of budget lo actual. Also, certain amounts presented in the prior year
data may have been reclassified in order to be consistent with the current year's presentation.
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A

B.

4. Financial Staternent Amounts (continued)

. Interfund Activity

Interfund activity results from loans, services provided, reimbursements or transfers between funds. Loans are reported
as interfund receivables and payables as appropriate and are subject to elimination upon consideration. Sarvices
provided, deemed fo be a market or near market rates, are treated as revenues and expenditures or expenses.
Reimbursements occur when one fund incurs a cost, charges in appropriate benefiing fund and reduces its related cost
az a reimbursement, Al other interfund transactions are treated as transfers. Transfers In and Transfers Cut are netted
and presented as a single "Transfers” line on the govemnment-wide statement of activilies. Similarly, interfund receivables

and payables are netted and presented as a single “Inlernal Balances™ line of the government-wide statement of net
position. The government did not have any Internal Balances at fiscal year end.

m. Use of Estimates

The preparation of financial statements in conformity with GAAP requires the use of management’s estimates.
n. Program Revenues

Certain revenues such as charges for services are included in program revenues.

o.  Program Expenditures

Certain indirect costs such as administrative costs sre included in the program expenditures reported for individual
funclional activities.

Compli ) i
1. Finance-Related Legal and Contractual Provisions

In accordance with GASE Statement Mo, 38, “Certain Financial Statement Mote Disclosures,” viclations of finance-related
legal and contractual provisions, if any, are reported below, along with actions taken to address such violations.

Vilati Action ]
General Fund Shortfall in budgel of {$33 805) was covered by fund balance.

2. Deficit Fund Balance or Fund Nel Paosition of Individual Funds

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

Deeficit
Eund Marme Amount
Mone repaorted Ma applicable

3. Budgets and Budgetary Accounting
The Cily adopts an "appropriated budget' of governmental fund types on the Generally Accepled Accounting Principles

("GAAP™) basis of accounting by department. The City is required to present the adopted and final amended budgeled
revenues and expendilures, The City compares the final amended budgel 1o actual revenues and expenditures.
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B. Complisnee and Accountability

3. Budgets and Budgetary Accounfing (conlinued)
The following procedures are followed in establishing the budgetary data:

+ Mo later than the first City Council meeting sach August, the Mayor submits fo the City Council a proposed hbudget
for the fiscal vear commencing October 1. The operating budget includes proposed expenditures and the means of
financing them.

Fublic hearings are conducted to oblain taxpaver comments,

Prior to September 30, the budget is legally enacted through passage of an ordinance. If the Council takes no action on
or prior to such day, the budget, as submitted by the Mayor, shall be deemed to have been adopted by the City Council,

Budnets for the General Fund is legally adopted on 2 basis consistent with GAAP.

- peeording to the Local Govemnment Code for General Law A cities, total eslimated expenditures of the General Fund
is to be budgeted.

- The level of control (the level at which expenditures may not exceed budget) is the fund level, The Mayor is authorized
to approve a transfer of budgeted amounts within departments: however, any revisions that alter the total of any fund
must be approved by the City Council,

C. Cash and lnvestmanis

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

Cash Depasits

Al Seplember 30, 2014, the carrying amount of the City's deposits (cash, certificates of deposit, and interest-bearing savings
accounts included in temporary investments) was $326,031, and the bank balance was $330.804. The City's cash
deposits at September 30, 2014 and during the vear ended September 30, 2014 were entirely covered by FDIC insurance or
by pledged collateral held by the City's agent bank in the City's name. The amount of deposits covered by collateralized
cecurtics was $595.240. Cash and investments as of September 30, 2014 consist of and are classified in the
accompanying financial statements as follows:

Statement of net position:
Primary Government
Cash and cash equivalents % 170,769

Restricted assetz-cash & cash eguivalents 165,262
Total cash and cash equivalents S 396031
Governmental - Resfricted cash
Municipal Court - technolagy, building security ] 26,488
Seizure funds 13,508
Total restricted cash and cash equivalents 4 39,996
Business-type - Resiricted cash
Customer Deposits 3 16,866
Debt Service 938 400
Total restricted cash and cash equivalents 115,266
Total Restricted Cash b} 155,262
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMEBER 30, 2014

C. Cash and Investments {continued)

Investments: _
The Public Funds Investment Act ("Act”) (Government Code Chapter 2256) requires the City fo have an independent auditor
perform fest procedures related to investment praclices as provided by the Act. The City iz in compliance with the

requirements of the Act and with local policies.

lonvestment Accounting Policy

The City's general policy is to report money market investments and short-term participating  interest-garning  investment
contracts at amorized cost and lo report nonparticipating interest-earning  investment contracts using a cost-based
measure., However. if the fair value of an investment is significantly affected by the impairment of the credit standing of the
issuer or by other factors, it is reported at fair value, All other invesiments are report al value unless a legal contract
exists which guarantess a higher value. The term "shori-term” refers to invesiments which have a remaining term of one
year or less at time of purchase. The term "non-participating” means that the invesimenl value does not vary with market
interest rate changes. Mon-negotiable cerificates of deposits are examples of nonparlicipating interest-earning investment
contracts.

Custodial Credit Risk

Custadial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a government
will not be able 1o recover its deposils or will not be able to recover collateral securities that are in the possession of an
outside party, The custodial credit risk for investment is the nsk that in the event of the failure of the counterparty to a
transaction, a govemment will not be able to recover the value of its investments or collateral securities that are in the
possession of ancther party. The Public Funds Act and the Cily's investment policy do not contain legal or policy
regquirements that would limit the exposure lo custodial credit risk for deposits or investments, other than the following
provisions for deposits: The Public Funds Investment Act requires thal a financial institution secure deposits made by state
or local governmental units by pledging securiies in an undivided collateral pool held by a depository regulated under state
or local governmental units by pledging unit. The market value of the pledged securities in the collateral pool must equal
at lzast the bank balance less the FDIC insurance at all times.

Interect Rate Risk
£s a means of limiting its exposure to fair value arsing from increasing interest rates, the City manages its exposure to
declines in fair values by limiting the weighted average maturity of its investment portfolio to less than one vear from the
time of purchase.

D. Propedy Taxes

Property tax is levied each October 1 on the assessed value listed as of the prior January 1 for all real and personal property
located in the City. Assessed wvalue represents the appraisal value less applicable exemptions authorized by the City
Council. The Appraisal Board of Review establishes appraised wvalues at 100% for estimated market wvalue. A tax lien
attaches to the property on January 1 of each year to secure the payment of all taxes, penalties, and interest ulimately
imposed for the year on that property, whether or not the taxes are imposed in the year the lien attaches.

Revenues are recognized as the relaled ad valorem taxes are collected. Additional delinguent properly laxes estimated to be
collectible within sixty davs following the close of the fiscal vear have been recoanized as revenue at the fund level,

In Texas, counly-wide central appraisal districls are required under the Properly Tax Code to assess all property within the
appraisal district on the basis of 100% of its market value and are prohibited from applying any assessment ratios.

The value of property within the appraisal district must be reviewed every five years; however, the Cily may, at its own
expense, require annual reviews of appraised values. The City may challenge appraised values established by the appraisal
district through various appeals, and, if necessary, take legal action. Under this legislation, the City continues to set tax
rates on City property. However, if the effective tax rate, including tax rates for bonds and olher confractual obligations,
adjusted for new improvements, exceeds the rate for the previous year by more than 8%, gualified volers of the City may
petition for an election to determine whether to limit the tax rale lo no more than 8% above the tax rate of the previous year.
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D. Broperty Taxes {conlinued)

The statutes of the State of Texas do not prescribe a legal debt limit. However, Article X1, Section & of the Texas Constitution
applicable fo cilies of more than 5000 population limils the ad valorem tax rate to $1.50 per $100 assessed valuation. The
City's 2014 ad valorem tax rate of 30.42000 is in compliance with the rate limitation.

E. Beceivables

Receivables as of year-end for the City's individual major funds, including the applicable allowances for uncollectible
accounts, are as follows:

General Proprietany Total
Receivables
Taxes 5 27374 & - 5 27.374
Warrants 1,687,343 - 1,687,343
Fees and Charges - 25,324 25324
Gross Receivables 1,624,717 25,324 1,650,041
Less: Allowance for
Uncollectible {1.598.493) (2.533) (1,601,026
Tolal Net Receivables b Ll B 22781 5 49015

F. Capital Assets
Capital asset activity for the period ended September 30, 2014 was as follows:

Beginning Ending
__Balances  _ Additions = Decreases Balances

Governmental Activities:
Capital assels, nol being depreciated e
Construction in progress 5 57575 _$ - $ (57.575) _§ =

Total capital assets, not being depreciated 57575 - (57.575) -
Capital assets, being depreciated:

Buildings and improvements 128,377 10,624 - 139,001
Infrastructure 212,961 57,575 - 270,536
Machinery & eguipment 463,735 31.711 - 495 446
Total capital assels being depreciated 803,073 8,910 = 204,953
Less accumulated depraciation for:

Buildings & Improvements {77, 681) (2,184 - (79,863)
Infrastructure (183,047) 22,132) - (205,179)
Machinery & Equipment {309,622} (55.617) - (365.239)
Total accumulated depreciation {570, 350) {79.933) - (650,283)
Total capital assels, being depreciated, net 234,723 19,977 - 254 700
Governmental activities capital assets, net & 202008 § 194977 & (B7OVS1 _§ 254700
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F. Capital Assets (continued)

Beginning Ending
Balances Additions __Decreases  _ Balances
Business-type Activities:
Water/Sewer
Capital assets. not being depreciated
Land 2 1,370 10,000 % - b 11,370
Construction in Progress 268,341 190,328 (558 668) -
Total capital assets, nol being depreciated 369,711 200328 _ (558669 11.370
Capital assets, being depreciated:
Buildings and improvements 164,820 - - 164,820
Infrastructure 2,116,649 587 469 = 2704118
Machinery & equipment 56 885 45436 - 102 321
Total capital assets being depreciated 2338354 632 905 - 2.071.250
Less accumulated depreciation for:
Buildings & Improvements {32,434) {4.943) - [37.377)
Infrastructure (844 488) (81.,055) - (225,543
Machinery & Equipment {55,102 [7.091) - (62.193)
Total accurmulated depreciation (932,024} (93,089) - (1.025113)
Total capital assets, being depreciated, net 1,406,330 539 816 - 1,246,146

Business-type activilies capital assets, net

§ 1776041 § 740144 S (506.669) .3 1.907.910

Depreciation expense was charged lo funclions/programs of the primary government as follows:

Governmental aclivities:

General Governmenl b 2,541
Public Safety 41,532
Public Works, including deprecsaton of general infrastrociure assets 29 572
Parks and Recreation 6,288
.
Business-lype activities:
Water and Sewer & 93089
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G. Long-Term Obligations

& summary of long-term debl transactions, including the current portion, for the year ended September 30, 2014 is as follows:

Beginning Ending Due Within
Balance Increase Decrease Balance _ One Year
Governmental Activities
Motes Payable 3 30,807 % = 5 (30.807) % - 3 -
Capital Lease Pavable BT 460 - (15.689) 51,771 16,448
Total Motes/Cap Lease Payable 98267 - (46.496) 21,771 16,448
Compensaled absences = 13.073 (B.561) 4512 -
Long-term Obligations _% OB 2E7 & 13073 _§ (gp 057y F 56283 3§ 16,448
Beginning Ending Due Within
alan Increass Decrease Balance One Year
Business-type Activities
Certificate of Obligations $ BYR000 & - % 20,000y % 655000 F 20,000
Motes Payable 16.000 45436 (100101 51,426 18,392
Tetal BondMotes Payabla 661,000 45,436 (30,010) 706, 426 38,302
Compensated absences - 5,308 (4.581) 1,817 -
Long-term Obligations B 691000 % 51834 _% (34591 & TFo8243 3 38300
Changes in Gowvernmental Long-Term Debt
Amounts Amounts
Interast Amolnts Outstanding Outstanding
Rate Original September 30, September 30,  Due Within
Descnption Payable Issue 2013 Issued Fetired 2014 One Year
Alliance-truck note 5.25% 5 20773 & 7810 % - B (7.810) % - 5 -
Alliance-Tahoe note 4.25% 26,481 22,998 - {22,998) - -
Capital lease 4.84% 147.500 67 460 - (15.689) 51,771 16,445
§ 194754 & 980268 & - & (46407) & 51771 _§ 16448

The City entered into a capital lease agreement with OshKosh in October 2006 for a fire truck in the amount of 5147 500.
The lease is to be repaid in annual payments with an interest rate of 4.84%. This lease will be paid in full in October 2017.

Governmental debt service requirements are as follows:
Year Ending Sepltember 30

2015 b3 16,448

2018 17,244

2017 18,079

Total minimum lease payments b3 51,771

Less: amount representing interest 2,090
Prasent value of least payments g 56861
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G. Long-Term Obligations {continued)

Changes in Business-lype Long-Termm Deht
Amounts Amounts
Interest Amounts Qutstanding Outstanding
Rate Original September 30, September 30,  Due Within
Descriptinn Payable 5501 2013 Issued Retired 2014 One Year
Series 2012, CO 38837 F 695,000 5 675,000 % = B (20,000) § 655000 3§ 20,000
MNiP-Jel Spray 5.25% 45 436 - 45 436 (4,032) 41 404 8,370
N/P-Backhoe 5.25% 49 935 16,000 = [5.978) 10,022 10,022
b 790371 & 691000 B 45436 _§ (S0010) § 2 TOG6426 _§ 2 38397
Debt service requirements are as follows;
Total

Year Ending September 30 Principal Interest Requirements

2015 ] 38,392 & 25732 % 64,124

2016 33,820 24,867 58 887

2017 34,304 23,870 56,183

2018 34,808 22,80 57,609

2018 30,102 21,660 51,762

2020-2024 145,000 94 930 239,930

2025-2029 180,000 65,070 245,070

2030-2034 210,000 24,161 234,161

Totals $  TO6426 G 3034100 _§ 1 000526

$695.000 Series 2012 Combination Tax and Revenue Certificate of Obligations were issued for the

purpose of sewer infrastructure improvements.

In January 2014, the City secured a note in the amount of § 45436 to purchase a sewer jet spray

with an interest rate of 5.25%. This note matures in January 2019,

In FY2008, the City secured a nole in the amount of $499335 to purchase a backhoe with an interest

rate of 5.25%. This note matures in October 2015,

Compensated Absences

Compensated absences represent the estimated liability for emplovees' accrued compensatory time and wvacation leave
which employees are entitled to be paid upon termination of employment if all requirements are met as stated in the
personnel manuval adopted by City Council. The retirement of this liability is typically paid from the General Fund and the
Proprietary Funds based on the assignment of an employee at termination.

H. Operating | eases
The City has operating leases for office equipment. Lease obligations are as follows:
Annual
Year End Lease
— Sept3d  _ Payment
2015 % 4,740
2016 4,740
2007 2,765
Teotal % 12,245
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Pension Plan
1. Plan Description

The City provides pension benefits for all its eligible employees through a non-traditional, joint contributory, hybrid defined
benefit plan in the state-wide Texas Municipal Retirement System ("TMRS"), an agent multiple-employer public employes
retirerment system. The plan provisions that have been adopted by the Gity are within the options available in the govemning
state statutes of TMRS.

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and required
supplementary information ("RSI%) for TMRS: the report also provides detailed explanations of the contributions, benefits, and
actuarial methods and assumptions used by the System, This report may be oblained from TMRS' website at
www TMRS . com.

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

Plan provisions for the City were as follows:

Plan Year
2014 2013

Employes Deposit Rate: 5% 5%
Matching Fatio (City to Employea): 1to1 1101
Years required for vesting 5 yrs Syrs
Service retirements eligibility

(expressed as age/years of service) GOr5, 0720 GO/S, 0120
Updated Service Credit 0% 0%
Annuity Increase (to retirees) 0% of CPI 0% of CPI

Under the state law governing TMRS, the contribution rate for each city is determined annually by the actuary, using the
Entry Age Mormal {EAN) cost method (EAN was first used in the December 31, 2013 valuation; previously, the Projected
Unit Credit actuarial cost method had been used). This rate consists of the normal cost contribution rate and the prior
senvice cost contribution rate, which is calculated to be a level percent of payroll from year to year. The normal cost
contribution rate for an employee is the contribution rate which, if applied to a member's compensation throughout their period
of anticipated covered service with the municipality, would be sufficient to meet all benefits payable on their behalf. The
salary-weighted average of the individual rates is the total normal cost rate. The prior service contribution rate amortizes the
unfunded (overfunded) actuarial liability {(asset) over the applicable period for that city, Both the normal cost and prior service
contribution rates include recognition of the projected impact of annually repeating benefits, such as Updated Service Credits
and Annuity Increases.

The City contributes to the TMRS Plan at an actuarially determined rate. Both the employees and the City make
contributions monthly. Since the City needs to know its contribution rate in advance for budgetary purposes, there is a
one-year delay between the actuarial valuation that serves as the basis for the rate and the calendar year when the rate goes
into effect (i.e. December 31, 2013 valuation will determine the contribution rate beginning January 1, 2015.)
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Pension Plan
2. Contributions

The required contribution rates for fiscal year 2014 were determined as part of the December 31, 2071 and 2012 actuarial
valuations. Additional information as of the latest actuarial valuation, December 31, 2013, also follows:

123111 125112 A2EE
Actuanial cost method Projected Projected Projected
Unit Credit Unit Credit LInit Credit
Amaortization method Level % Level % Level %
of payroll of payroll of payroll
GASB25 Equivalent Single 21.6 years; 20.6 years; 30.0 years,
Armortization period closed period  closed period  closed period
Amaortization peniod for new gains/losses 17 years 17 years 19 years
Aseet Valuation method 10=yr smoothed  10-yr smoothed  10-yr smoothed
miarket market market
Actuanal assumplions:
Investment rate of return * T.0% T.0% T.0%
Projected Salary Increases * varies by varies by varies by
age & service age & service age & service
* Includes Inflation of 3% 3% I%
Cost-of-Living adjustments 0.0% 0.0% 0.0%

Funded Status and Funding Frogress - In October 2013, the TMR3 Board approved actuarnal changes in (a) the funding
method from Projected Unit Credit to Entny Age Mormal, (b) the post-retirement morality assumptions used in calculating
ligbiliies and contrbutions rales and in the development of the Annuity Purchase Rate factors, and (c) the amortization
valuation. For a complete description of the new actuarial cost method and assumptions, please see the December 31, 2013
TMRS Comprehensive Annual Financial Report.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events far
inte the future. Actuanally determined amounts are subject to continual revision as actual results are compared to past
expeclations 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. Consislent with thal perspective, actuarial methods and assumptions used
include lechniques that are designed to reduce shor-term volatility in actuarial accrued liabilities and the actuarial value of
assets. The schedule of funding progress, presented as Required Supplementary Information following the notes to the
financial staterments, presents multi-year frend information about whether the acluarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability of benefits.
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Pension Blan
2. Contributions {continued)

Schedule of Funding Progress:

Actuarial Valuation Date 123111 1231112 123113
Actuarial Value of Assets i 102,878 §F 137341 F 163583
Actuarial Accrued Liability 173,752 211,147 220,966
Percentage Funded 59.2% 65.0% 74.0%
Unfunded {Over-funded) Actuarial Accrued Liability (UAAL) 70,873 73,806 57.383
Annual Covered Payroll 391,204 395,863 391,085
UAAL as a Percentage of Covered Payrall 18.1% 18.6% 14.7%
Met Pension Obligation {MPO) at the Beginning of Pericd 3 - & - % -
Annual Pension Cost:

Annual required contribution (ARC) Plus 8322 8,539 7785

Contributions Made Less (8,322 (B.539) (7.785)
MNPO at the end of the period & - & - & -

3. Group-term Life Insurance

The City also participatez in the cost sharng multiple-employer defined bensfit group-term life insurance plan operated by
the 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 adepting an ordinance before NMovemnber 1 of any year lo be effeclive the following January 1.

The death benefit for aclive emplovess provides a lump-sum payment approximately equal to the emplovee's annual salary
(calculated based on the employee’s aclual earings, for the 12-month period preceding the month of death); retired
employees are insured for $7,500; this coverage is an "other postemployment benefit™, or OPEB,

The City contributes to the SDBF at a conlractually required rate as determined by an annual actuarial valuation. The rate
is equal to the cost of providing one-vear ferm life insurance. The funding policy for the S0DBF program is to assure that
adequate resources are agvailable to meet all death benefit payments for the upcoming year; the intent is not to pre-fund
retiree term life insurance during employess’ entire careers.

The City's contributions 1o the TMRS SDEF for the years ended 2014, 2013 and 2012 were 311, 511 and 510, respectively,
which equaled the required contributions each yaar,

Health Care Coverage

During the yvear ended September 30, 2014, the City paid each full-time employes $50/week o assist with health insurance
premiums.

. Insurance Coverane

In accordance with state statute, the City was protected against unanticipated catastrophic individual or aggregale loss by
stop=-loss coverage camed through Texas Muonicipal League, a commercial insurer licensed or eligible to do business in
Texas in accordance with the Texas Insurance Code. Stoposs coverage was in effect for individual claims up to $125,000
and for aggregate loss. According to the latest actuaral opinion dated October 1, 2003, the unfunded claim benefit
obligation included no reported claims that were unpaid and no estimated daims incurred, bul nol reported.
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L. Risk Management

The City is exposed to various risks of loss related to lorts, theft, damage or destruction of assets, emors and omissions,
injuries to employees, and natural disasters. The City had general liability coverage at a cost that is considered to be
economically justifiable by joining together with other govermmental entiies in the State as a member of the Texas Municipal
League Intergovernmental Risk Pool {("TML"). TML is a self-funded pool operating as a common risk management and
insurance program. The City pays an annual premium to TML for its above insurance coverage. The agreement for the
formation of TML provides that TML will be self-sustaining through member premiums and will reinsure through commercial
companies for claims in excess of acceptable risk levels: however, each calegory of coverage has its own level of
reimbursement.  The Cily confinues to carry commercial insurance for other risks of loss. There were no significant
reductions in commercial insurance coverage in the past fiscal year and seftled claims resulting from these risks have not
excecded coverage in any of the past three fiscal years,

M. Litigation

The Gity is parly to a legal proceeding arsing in the ordinary course of its operations. It is believed by management that a
favorable outcome to the City is likely.

M. &dditinnal Water and Sewer Information

The following information is included at the request of the Texas Waler Development Board for the year under audit.
Water Accountability Report:

Gallons Pumped 45,220,800
Gallons Billed 34,133,000

. Pricr Period Adjustments

Governmental
$ 155,174 Toreconsile fund balance to prior year's audited financial staterments

8,149 To comrect recarding of prior vear sales tax receivable
[427.416) To corect recording of prior year outstanding warrant receivable
b {264.003)

Business-type

$ (142293 Toreconcile fund balance to prior year's audiled financial statements
570 Toreverse prior year due Widue from internal balances

5 {141.723)
P. Interfund Transfers

Transfers between funds during the year were as follows:

Water and
Transfers Out _General Fund Sewer Fund
General Fund £ (174483 §% =
Water and Sewer - 174,483

5 (174483} % 174483

Q. Related Party Transactions

There are several Alderman that have personal accounts with the same financial institution that the City does business.
Management has determined that this does not pose any conflict of interest for either party.
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R. Subsequent Events

The City has evaluated all events or transactions that occurred after September 30, 2014 up through December 17, 2014, the
date the financial statements were available to be issued.  Management noted no subsequent evenls requiring disclosure,



REQUIRED SUPPLEMENTARY INFORMATION
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CITY OF CUMEY, TEXAS

GENERAL FUND - SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND EALANCE - BUDGET (MODIFIED ACCRUAL) AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30, 2014

Variance with
Final Budget -

Budgeted Amounts Positive
Original Final Actual (Negative)
REVENUE
Praperty taxes 5 90,000 $ 90000 $  B1925 (8.075)
Fines and forfeitures 507,000 507,000 482 464 {24,536)
Licenses and permits 100 100 2,027 1,927
Sales taxes collected 112,500 112,500 88,600 (23,900)
Franchise tax 40,000 40,000 36,192 {3,808)
Charge for services - - 248 248
Intergovernmental revenues-state and local - - 33.150 33,150
Donations - - 6.500 6,500
Investment income - - 287 287
Miscellaneous - = 3,359 3,359
Total Revenues 749 600 749 600 734 752 {14.848)
EXPENDITURES
General government 130,045 130,045 99,690 30,355
Public saflety 275,100 275,100 280,209 (5.109)
Public services and operations 185,500 185,500 241,735 {56,235)
Public works 15,000 15,000 32514 {17.514)
Parks and recreation = - 4,529 (4,529)
Debt Service:
Principal Retiremant 58.400 58,400 48 496 11,904
Interest Expense 8,700 8,700 5,004 3,606
Capital outlay:
Public safety 51,800 51,200 3,71 20,189
Parks and recrealion 9,000 9.000 10,624 {1.624})
Total Expenditures 733,645 733.645 792,602 (18,957}
Excess (deficieney) of revenues over 15,955 12,955 {17,850} (33,805)
(under) expenditures
Other Revenues and Financing Sources {uses)
Transfers - - (174,484) (174,484)
Sale of assets - - 20,802 20,802
Total Other Financing Sources (uses) - - (153.682) (153.682)
Excess of revenues and other financing sources over
(under) expenditures and other financing uses 15,055 15,955 (171,532) (187 487)
Fund Balances/Equity, October 1 i 175746 § 1757468 % 175.746
Prior Period Adjustment : - 142 823
Fund Balances/Equity, September 30 3 191701 % 191701 % 147.037




