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City of Florence, Texas
Management's Discussion and Analysis September 30, 2015

As management of the City of Florence, Texas (the City), we are pleased to offer readers of the
City’s financial statements this narrative overview and analysis of the City’s financial activities
for the fiscal year ended September 30, 2015. We encourage readers to consider it in conjunction
with the additional information presented in the accompanying basic financial statements and the
notes to the financial statements.

Financial Statements

e The net position of the City’s governmental activities increased by $19,393 as a result of the
current year’s operations. Net position at year end consisted of invested in capital assets (net
of related debt) of $1,164,957, restricted net position for various purposes of $89,488, and
unrestricted net position of $770,668, for total net position of $2,025,113.

« The City’s business-type activities net position increased by $27,351 as a result of the current
year’s operations. Business-type net position consisted of invested in capital assets (net of
related debt) of $2,276,957, restricted net position for construction of $222,818, and
unrestricted net position of $585,884, for total net position of $3,085,659 at the end of the
year. ‘

» Total revenues from all sources were $1,461,044. This represents a decrease of $779,122 due
to decreased fine revenue money and grant revenues.

« Total costs of all programs were $1,414,300. This represents an increase of $45,234 due
primarily to an increase in water system costs.

+ As of September 30, 2015, the City’s governmental funds reported an ending fund balance of
$827,480, of which $737,992 is unassigned and $89,488 is restricted for various purposes.

Using this Annual Report

This Management’s Discussion and Analysis is intended to serve as an introduction to the City’s
basic financial statements.

This report presents the following three components of the financial statements:

1. Government-wide financial statements provide information for the City as a whole.

2. Fund financial statements provide detailed information for the City’s significant funds.

3. Notes to the financial statements provide additional information that is essential to
understanding the government-wide and fund financial statements.

This report also contains other required supplementary information in addition to the basic
financial statements. This supplementary information includes this management’s discussion
and analysis and a budgetary comparison schedule.



City of Florence, Texas
Management’s Discussion and Analysis (Continued) September 30, 2015

Government-Wide Financial Statements

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

The Statement of Net Position presents information on all of the assets and liabilities of the City.
The difference between assets and liabilities is 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 information on how the City’s net position changed during
the most recent fiscal year. This statement is presented using the accrual basis of accounting,
which means that all of the current year’s revenues and expenses are taken into account
regardless of when the cash is received or paid.

Both the Statement of Net Position and the Statement of Activities present information for the
following:

« Governmental activities include general government, public safety, highways, streets,
community improvements, planning and zoning, judicial, general administrative, and other
services as are authorized by its code of ordinances and its citizens.

* Business activities include water and sanitation services.

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
functions that are intended to recover all or a significant portion of these costs through user fees

and charges (business-type activities).



City of Florence, Texas

Management’s Discussion and Analysis (Continued)

September 30, 2015

The government-wide financial statements begin on page 12. The following table is a summary
of net position as of September 30, 2015:

Current and other assets
Debt issuance costs
Capital assets, net

Total assets

Deferred outflow of
revenues

Current liabilities

Due to utility fund

Noncurrent liabilities
Total liabilities

Deferred inflow of
revenues

Net position:

Invested in capital assets,

net of related debt
Restricted for:

Child and safety

Construction

Court

Parks

Police department

Streets

Veterans memorial
Unrestricted

Table 1
Net Position
Total
Governmental Activities Business Type Activities Primary Government
2015 2014 2015 2014 2015 2014

$ 933,229 % 740,230 $ 829,045 % 833,151 $ 1,762,274 §$ 1,573,381
- - 27,099 29,100 27,099 29,100
1.194.245 1.280.869 3.055.024 3.105.430 4,249,269 4,386,299
2.127.474 2,021,099 3911.168 3.967.681 6.038.642 5.988.780
7.208 4,227 5.009 2.937 12.217 7.164
21,577 19,606 87,238 89,977 108,815 109,583

44,593 - (44,593) - - -
29.288 - 778.067 822,333 807.355 822.333
95458 19,606 820,712 912,310 916,170 931916

14,111 - 9.806 - 23.917 -
1,164,957 1,280,869 2,276,957 2,283,097 3,441,914 3,563,966
6,877 8,553 - - 6,877 8,553
- - 222,818 272,437 222,818 272,437
16,752 17,719 - - 16,752 17,719
7,901 5,378 - - 7,901 5,378
9,361 13,395 - - 9,361 13,395
38,825 8,881 - - 38,825 8,881
9,772 10,620 - - 9,772 10,620
770,668 660,305 585.884 502.774 1,356,552 1,163,079
$2.025.113 $ 2,005,720 $ 3.085.659 $ 3.058,308 $ 5,110,772 $ 5,064,028



City of Florence, Texas
Management’s Discussion and Analysis (Continued) September 30, 2015

The following table is a summary of changes in net position for the year ended September 30,
2015:

Table 2
Changes in Net Position
Total
Governmental Activities Business Type Activities Primary Government
2015 2014 2015 2014 2015 2014

Revenues:

Program revenues:
Charges for services $ 217343 $§ 357,525 $ 644,184 § 696,102 $§ 861,527 $ 1,053,627

Operating grants and
contributions 19,496 1,962 - - 19,496 1,962
Capital grants and
contributions - 142,327 45,875 535,490 45,875 677,817
General revenues:
Property taxes 220,616 260,187 56,593 - 277,209 260,187
Sales taxes 200,207 194,934 - - 200,207 194,934
Franchise taxes 45,320 46,865 - - 45,320 46,865
Miscellaneous 1,701 2,555 - - 1,701 2,555
Gain (loss) on disposition
of assets 8,287 - (2,440) - 5,847 -
Investment earnings 1,740 1.274 2,122 945 3.862 2.219
Total revenues 714,710 1.007.629 746.334 1,232.537 1,461,044 2.240.166
Expenses:
General government 245,678 252,498 - - 245,678 252,498
Public safety 198,553 202,936 - - 198,553 202,936
Public works 69,905 62,454 - - 69,905 = 62454
Municipal court 118,429 177,100 - - 118,429 177,100
Parks and recreation 55,752 55,545 - - 55,752 55,545
Water and sewer - - 725.983 618,533 725.983 618.533
Total expenses 688.317 750,533 725.983 618.533 1414300 1.369.066
Increase in net position
before transfers 26,393 257,096 20,351 614,004 46,744 871,100
Transfers (7.000) (21.951) 7.000 21,951 - -
Increase in net position 19,393 235,145 27,351 635,955 46,744 871,100
Net position - October 1 2.005.720 1,770,575  3.058.308  2.422.343 5,064,028 4,192,928

Net position - September 30 $ 2,025,113 $ 2,005,720 $ 3.085.659 § 3.058.308 § 5,110,772 $ 5.064,028

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.



City of Florence, Texas
Management’s Discussion and Analysis (Continued) September 30, 2015

The fund financial statements provide detailed information about the City’s significant funds -
not the City as a whole. All of the City’s funds fall into two categories - governmental funds and
proprietary funds.

The governmental funds statements provide a detailed short-term view of the government
operations and the basic services it provides, and are reported on the modified accrual basis of
accounting which focuses on available spendable resources. The focus of the City’s
governmental fund is to provide information on near-term inflows, outflows, and balances of
spendable resources. Unassigned fund balance may serve as a useful measure of a government’s
net resources available for spending at the end of the fiscal year. This allows the reader to
evaluate the City’s short-term financing requirements. Both the governmental fund Balance
Sheet and the governmental fund Statement of Revenues, Expenditures, and Changes in Fund
Balances provide a reconciliation to the government-wide financial statements.

The City adopts an annual budget for the General Fund. A budgetary comparison schedule has
been provided to demonstrate compliance. The governmental fund financial statements begin on
page 15, and the budgetary comparison schedule is on page 48.

The proprietary funds statements present the same functions as the business-type activities in the
government-wide financial statements. The City uses the proprietary funds to account for its
water and sanitation operations. Proprietary funds provide the same type of information as the
government-wide financial statements, only in more detail.

The proprietary funds financial statements begin on page 20.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data

provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 24 through 46 of this report.

General Fund Budgetary Highlights
The City did not amend the budget during the year ended September 30, 2015.
The City’s overall actual revenue was 21 percent more than budgeted. This mainly resulted from

increased tax collections and court fines. The City’s overall actual expenses were 4 percent more
than budgeted. This primarily relates to an increase in state court costs.



City of Florence, Texas
Management’s Discussion and Analysis (Continued) September 30, 2015

Capital Assets

In accordance with GASB Statement No. 34, the City is not required to report infrastructure
retrospectively. Therefore, infrastructure has been capitalized prospectively beginning April 1,

2004.

The City’s investment in capital assets (net of accumulated depreciation) for its governmental
activities as of September 30, 2015, amounts to $1,194,245 and for the City’s business-type
activities $3,055,024. This investment in capital assets includes land, buildings, water and sewer
system assets, improvements, vehicles, machinery and equipment.

Capital Assets at Year End
(net of depreciation)

Governmental Business-Type Total Total

Activities Activities 2015 2014
Land $ 142,966 $ 8,802 $ 151,768 § 151,768
Machinery and equipment 93,150 25,526 118,676 114,912
Buildings and improvements 481,807 - 481,807 522,965
Street improvements 476,322 - 476,322 530,174
Water system - 1,810,007 1,810,007 1,797,479
Sewer system - 1,210,689  1.210.689 1.269.001
Total $ 1,194,245 $ 3.055.024 $ 4.249.269 $ 4.386,299

Major capital asset additions during the year included the following:

2015 Ford Interceptor $ 34,586
Water Grant 87.398
$ 121984

During the year ended September 30, 2015, three old vehicles were sold and old equipment was
scrapped.

Additional information on the City’s capital assets can be found in Notes 5 and 6 beginning on
page 35 of this report.



City of Florence, Texas
Management’s Discussion and Analysis (Continued) September 30, 2015

Debt Administration
At year end, the City had the following debt:

Outstanding Debt at Year End

Governmental Business-Type  Total Total

Activities Activities 2015 2014
Notes Payable $§ 29,288 $ 118,067 $ 147,355 §$ 122,333
Certificates of Obligation - 660,000 660,000  700.000
Total $ 29.288 $ 778.067 $ 807355 $ 822,333

During the year, the City assumed a loan for the purchase of a vehicle.

The City incurred $25,072 of interest expense during the year ended September 30, 2015, all of
which has been charged as a direct expense to the various departments.

Additional information on the City’s non-current liabilities can be found in Notes 7 and 8
beginning on page 36 of this report.

Economic Factors, Next Year’s Budgets, and Highlights

The City of Florence continues to prepare and plan for future growth, by initiating policies and
overseeing compliance in all areas of infrastructure and services.

Subsequent to year end, the City has been awarded an emergency community water assistant
grant from the United States Department of Agriculture in the amount of $196,000 for the
mitigation of methane gas on two of our wells. The construction on the new line to access our
surface water is complete and being utilized to supplement our wells while they are fixed.

The City is also in the process of applying for multiple grants/loans from the United States
Department of Agriculture for water and sewer improvements, street repair, a community
center/swimming pool, and a new Community Development Block Grant to assist with other
improvements to the water system.

The Council and employees continue to strive for a pro-active approach by improving
communication and services to the citizens of Florence.



City of Florence, Texas
Management'’s Discussion and Analysis (Continued) September 30, 2015

Contacting the City’s Financial Management

This financial report is designed to provide a general overview of the City’s finances and to
demonstrate the City’s accountability for the money it receives from the citizens of Florence. If
you have any questions about this report or need further information, contact the City of
Florence, P.O. Box 430, Florence, Texas, 76527, or call 254-793-2490.



Taber & Burnett, P.C.

A Professional Corporation P.O. Box 1519, 412 Buchanan Drive, Burnet, Texas 78611
Certified Public Accountants 512/756-4904, Fax: 512/756-4227

INDEPENDENT AUDITORS’ REPORT

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

We have audited the accompanying financial statements of the governmental activities, the
business type activities, the discretely presented component unit, and each major fund of the City
of Florence (the City), as of and for the year ended September 30, 2015, which collectively
comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The City’s 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 an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the basic financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the basic financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the City’s preparation and fair presentation of the basic
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the basic
financial statements.

10



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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, and each major fund, of the City of Florence as of
September 30, 2015, and the respective changes in financial position, and, where applicable, cash
flows thereof for the year ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Change in Accounting Principle

As discussed in Note 14 to the financial statements, the City changed its method of accounting
for pension benefits in the year ended September 30, 2015 as required by the provisions of the

Government Accounting Standards Board Statement No. 68. Our opinion is not modified with
respect to that matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and the other required supplementary information on
pages 2 through 9 and 48 through 50 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. The supplemental information is the responsibility of management. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Taber & Burnett, P.C.

Burnet, Texas
March 31, 2016
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City of Florence, Texas
Statement of Net Position As of September 30, 2015

Primary Government

Governmental Business-Type Component
Activities Activities Total Unit
Assets
Cash and cash equivalents $ 879,618 §$ 694,095 $ 1,573,713 § 97,229
Receivables 34,173 121,441 155,614 -
Net pension asset 19,438 13,509 32,947 -
Debt issuance costs, net - 27,099 27,099 -
Capital assets, net 1.194.245 3.055.024 4.249.269 -
Total assets 2.127.474 3.911.168 6.038.642 97.229
Deferred Outflow of Resources
Difference between projected and
actual earnings on pension plans 1,809 1,257 3,066 -
Contributions subsequent to the
measurement date 5.399 3.752 9.151 -
Total deferred outflow of resources 7.208 5.009 12,217 -
Liabilities
Accounts payable - 4,957 4,957 -
Accrued expenses 21,577 24,111 45,688 -
Due to utility fund 44,593 (44,593) - -
Customer deposits - 58,170 58,170 -
Noncurrent liabilities
Due within one year 6,625 44,394 51,019 -
Due in more than one year 22.663 733,673 756.336 -
Total liabilities 95.458 820.712 916,170 -
Deferred Inflow of Resources
Difference between expected and
actual experience 14,111 9.806 23917 -
Total deferred inflow of resources 14,111 9.806 23917 -
Net Position
Invested in capital assets,
net of related debt 1,164,957 2,276,957 3,441,914 -
Restricted for:
Child and safety 6,877 - 6,877 -
Construction - 222,818 222,818 -
Court 16,752 - 16,752 -
Parks 7,901 - 7,901 -
Police department 9,361 - 9,361 -
Streets 38,825 - 38,825 -
Veterans memorial 9,772 - 9,772 -
Library - - - 97,229
Unrestricted 770.668 585.884 1,356,552 -
Total net position $ 2025113 $ 3.085.659 $ 5110772 $ 97.229

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Statement of Activities

Program Revenues

Operating
Charges for Grants and Capital Grants
Functions/Programs Expenses Services Contributions __and Contributions
Primary government:
Governmental activities:
General government $ 245,678 $ 11,656 $ 8,924 $ -
Public safety 198,553 36 3,572 -
Public works 69,905 - - -
Municipal court 118,429 202,645 - -
Parks and recreation 55.752 3.006 7.000 -
Total governmental activities $ _688317 $§ _217.343 $ 19.496 $ -
Business-type activities:
Water and sewer $ 725983 §_644.184 $ - $ 45.875
Total primary government $ 1414300 $ _861,527 $ 19.496 $ 45 875
Component Unit:
Library $_ 26315 $ - $ 21,678 $ -

13




For the Year Ended September 30, 2015

Net (Expense) Revenue and Changes in Net Position

Primary Government

Governmental Business-Type Component
Activities Activities Total Unit
$ (225,098) § - $ (225,098) $ -
(194,945) - (194,945) -
(69,905) - (69,905) -
84,216 - 84,216 -
45.746) - 45.746) -
$ (451478 § - § _(451.478) $ -
$ - $ _ (35.924) $ 35.924) $ -
$_(451.478) $§ __(35.924) $ _(487.402) $ -
$ - $ - $ - $ _(4.637)
General revenues:
Taxes:
Property taxes 220,616 56,593 277,209 -
Sales taxes 200,207 - 200,207 -
Franchise taxes 45,320 - 45,320 -
Miscellaneous 1,701 - 1,701 -
Gain (loss) on disposition
of assets 8,287 (2,440) 5,847 -
Investment earnings 1,740 2,122 3,862 632
Transfers (7.000) 7.000 - -
Total general revenues 470,871 63275 534.146 632
Change in net position 19,393 27,351 46,744 (4,005)
Net Position, Beginning of Year  2.005.720 3.058.308 5,064.028 101,234
Net Position, End of Year $ 2.025.113 $ 3,085,659 $ 5110772 $ 97229

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Balance Sheet - Governmental Funds

Assets

Cash and savings
Receivables:
Property and sales taxes

Total Assets
Liabilities and Fund Balances

Liabilities:
Accrued liabilities
Due to utility fund
Deferred revenues
Total Liabilities

Fund Balances:
Restricted for:
Child & Safety
Court
Parks
Police Department
Streets
Veterans Memorial
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

Governmental Funds

General
Fund

$ 879,618

$ 21,577
44,593
11,237
77.407

As of September 30, 2015

Total
Governmental
Funds

$ 21,577
44,593
11.237
77.407

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position

Total Fund Balance - Governmental Funds:

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

Capital assets used in governmental activities are not current
financial resources and therefore are not reported in the
governmental funds balance sheet. (See Note 5)

Net pension assets are not financial resources; therefore, the
net pension asset is not reported as an asset in the governmental
funds balance sheet.

Other long-term assets that are not available to pay
for current year expenditures are not reported
in the governmental funds balance sheet.

Deferred outflows are not financial resources and,
therefore, are not reported in the funds.

Long-term liabilities are not due and payable in the current
year and therefore are not reported as liabilities in the

governmental funds balance sheet. (See Note 7)

Deferred inflows are not due and payable in the current year and

therefore, are not reported in the governmental funds balance sheet.

Net Position of Governmental Activities

As of September 30, 2015

$ 827,480

1,194,245

19,438

20,141

7,208

(29,288)

(14,111)

$ 2,025,113

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Statement of Revenues, Expenditures and For the Year Ended September 30, 2015
Changes in Fund Balances
Governmental Funds
Total
General Governmental
Fund Funds
Revenues
Tax collections, penalties,
and interest $ 220,616 $ 220,616
Sales tax 199,855 199,855
Franchise tax 45,320 45,320
Municipal court fines 202,645 202,645
Police revenue 36 36
Pool revenue 3,006 3,006
Fees and permits 11,656 11,656
Interest 1,740 1,740
Contributions 19,496 19,496
Miscellaneous 1.701 1,701
Total Revenues 706,071 706,071
Expenditures
General government 238,720 238,720
Public safety 224,352 224,352
Public works 10,920 10,920
Municipal court 114,264 114,264
Parks and recreation 23.428 23.428
Total Expenditures 611.684 611.684

Excess (Deficiency) of Revenues
Over (Under) Expenditures 94.387 94.387

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Statement of Revenues, Expenditures and
Changes in Fund Balances
Governmental Funds (Continued)

Other Financing Sources (Uses)
Gain on disposition of assets
Loan proceeds
Transfers

Total Other Financing Sources (Uses)
Excess (Deficiency) of Revenues
and Other Sources Over (Under)
Expenditures and Other (Uses)

Fund Balance - Beginning of Year

Fund Balance - End of Year

For the Year Ended September 30, 2015

General
Fund

8,287
34,587

(7.000)

Total
Governmental
Funds

8,287
34,587
(7.000)

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Reconciliation of the Governmental Funds For the Year Ended September 30, 2015

Statement of Revenues, Expenditures and Changes in
Fund Balances to the Statement of Activities

Net Change in Fund Balance - Governmental Funds

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

Governmental funds report capital outlays as expenditures. However, in
the government-wide statement of activities the cost of those assets is
allocated over their estimated useful lives as depreciation expense.
This amount is the net effect of these differences in the treatment of
capital outlays and related items. (See Note 5)

Revenues in the government-wide statement of activities that do not provide
current financial resources are not reported as revenues in the funds.

Pension expenditures reported in the funds are current financial resources,
however, pension expenses in the statement of activities will be expensed
as incurred.

The issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net position. This amount is the net
effect of these differences in the treatment of long-term debt and related items.
(See Note 7)

Change in Net Position of Governmental Activities

$ 130,261

(86,624)

351

4,693

(29.288)

§ 19393

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Statement of Net Position
Proprietary Fund

Assets
Current Assets
Cash and cash equivalents
Accounts receivable
Due from general fund
Total Current Assets
Other Assets
Net pension asset

Debt issuance costs (net of accumulated amortization)

Capital Assets

Fixed assets (net of accumulated depreciation when applicable)

Total Assets

Deferred Outflow of Resources

Difference between projected and actual earnings on
pension plans

Contributions subsequent to the measurement date

Total deferred outflow of resources

Total Assets and Deferred Outflows

Liabilities
Current Liabilities

Accounts payable

Accrued expenses

Customer deposits

Current portion of long-term debt
Total Current Liabilities
Non-Current Liabilities

Long-term debt
Total Liabilities

Deferred Inflow of Resources
Difference between expected and actual experience
Total deferred inflow of resources

Net Position
Invested in capital assets, net of related debt
Restricted for construction
Unrestricted net position

Total Net Position

Total Liabilities, Deferred Inflows and Net Position

As of September 30, 2015

Business-Type
Activities

$ 694,095
121,441

44,593

860,129

13,509
27,099

3.055,024
3.955.761

1,257

3.752

5.009

$ 3.960.770

$ 4,957
24,111
58,170
44394
131,632

733.673
865.305

9.806

9.806

2,276,957
222818
585,884

3.085.659

§ 3,960,770

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

20



City of Florence, Texas

Statement of Revenues, Expenses and For the Year Ended September 30, 2015
Changes in Fund Net Position
Proprietary Fund

Business-Type

Activities

Revenues

Charges for services $ _644.184
Total Revenues 644,184
Expenses

Wages and benefits 158,323

Contractual services 125,651

Utilities 53,293

Water purchases 53,874

Administration 28,137

Repairs and maintenance 118,457

State fees 15,745

Depreciation 145.430
Total Expenses 698.910
Net Operating Income (Loss) (54.726)
Non-Operating Revenue and (Expenses)

Property taxes 56,593

Issuance cost amortization (2,001)

Interest revenue 2,122

Interest expense (25,072)

Loss on disposition of assets (2,440)

Grant revenue 45.875
Total Non-Operating Revenue and (Expenses) 75.077
Interfund Transfers

Transfers in 7,000
Total Interfund Transfers 7.000
Net Income (Loss) 27,351
Total Net Position, Beginning of Year 3.058.308
Total Net Position, End of Year $ 3.085.659

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas
Statement of Cash Flows For the Year Ended September 30, 2015
Proprietary Fund

Business-Type

Activities
Cash Flows from Operating Activities
Receipts from customers $§ 648,584
Payments to suppliers (486,869)
Payments to employees (140.005)
Net cash provided (used) by operating activities 21.710
Cash Flows from Non-Capital Financing Activities
Transfer to other funds 7,000
Net Cash provided (used) by non-capital financing activities 7.000
Cash Flows from Capital and Related Financing Activities
Grant revenue 45,875
Property tax revenues 56,593
Note principal payments (44,266)
Issuance cost amortization (2,001)
Interest on debt (25,072)
Acquisition of capital assets (97.464)
Net cash provided (used) by capital and related financing activities (66.355)
Cash Flows from Investing Activities
Interest on investments 2,122
Net cash provided (used) by investing activities 2,122
Net (Decrease) Increase in Cash and Cash Equivalents (35,503)
Cash and Cash Equivalents at Beginning of Year 729.598
Cash and Cash Equivalents at End of Year $ 694.095

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas

Statement of Cash Flows
Proprietary Fund (Continued)

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:

Operating income
Adjustment to reconcile operating income to net cash
provided by operating activities:

Depreciation
(Increase) decrease in accounts receivable
(Increase) decrease in due from general fund
(Increase) decrease in net pension asset
(Increase) decrease in debt issuance costs
(Increase) decrease in deferred outflows
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) in customer deposits
Increase (decrease) in deferred inflows

Net cash provided by operating activities

For the Year Ended September 30, 2015

Business-Type
Activities

$  (54,726)

145,430
(20,400)
(44,593)
(10,997)
2,001
2,072)
(22,578)
10,014
9,825
9,806

$ 21,710

The accompanying notes are an integral part of the financial statements.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Florence, Texas (the City) have been prepared in
accordance with generally accepted accounting principles in the United States of America
(GAAP) applicable to state and local governments. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The significant accounting and reporting policies and
practices used by the City are described below.

Reporting Entity

The City is a general law city in Williamson County, which incorporated in the State of Texas in
1929. The City operates under a Council form of government and provides such services as
public safety, highways, streets, sanitation and water, judicial, community improvements,
planning and zoning, culture-recreation, general administrative, and other services as are
authorized by its code of ordinances and its citizens.

The City Council, which is elected at large, consists of a mayor and five Aldermen constituting
an ongoing entity and is the level of government which has governing responsibilities over all
activities related to the City. The City is not included in any other governmental reporting entity.
Councilmen are elected by the public and have decision making authority, the power to designate
management, the responsibility to significantly influence operations, and primary accountability
for fiscal matters.

As required by U.S. generally accepted accounting principles, the financial statements of the
reporting entity include those of the City and its component units. In evaluating how to define
the City for financial reporting purposes, management has considered all potential component
units. The decision to include a potential component unit in the reporting entity is made by
applying the criteria set forth in accounting principles generally accepted in the United States of
America. The basic, but not the only, criterion for including a potential component unit within
the reporting entity is the governing body’s ability to exercise oversight responsibility. The most
significant indication of this ability is financial interdependency. Other indications of the ability
to exercise oversight responsibility include, but are not limited to, the selection of governing
authority, the designation of management, the ability to significantly influence operations, and
accountability for fiscal matters. The other criterion used to evaluate potential component units
for inclusion or exclusion from the reporting entity is the existence of special financing
relationships, regardless of whether the City is able to exercise oversight responsibilities.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

As required by the accounting principles generally accepted in the United States of America,
these financial statements present the primary government and its component units, entities for
which the government is considered to be financially accountable. Blended component units,
although legally separate entities, are, in substance, part of the government’s operations and so
data from these units are combined with data of the primary government. The City has no
component units that meet the requirements for blending as discussed above.

Discretely presented component units, on the other hand, are reported in a separate column in the
government-wide statements to emphasize they are legally separate from the primary
government. Each discretely presented component unit has a September 30 fiscal year end. The
component unit discussed below has been included based on the application of these criteria.

Florence Public Library - is a separate legal entity for which the primary government is
financially accountable. This component unit has been discretely presented within the financial
statements of the City because it exclusively benefits the primary government and the citizens of
Florence. The component unit does not maintain separate financial statements other than those
included in this report.

Financial Reporting Model

The City follows GASB issued Statement No. 34, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments. GASB Statement
No. 34 establishes requirements and a reporting model for the annual financial reports of state
and local governments. This Statement was developed to make annual reports easier to
understand and more useful to the people who use governmental financial information to make
decisions.

Management’s Discussion and Analysis
GASB Statement No. 34 requires that financial statements be accompanied by a narrative
introduction and analytical overview of the government’s financial activities in the form of a

“management’s discussion and analysis” (MD&A). This analysis is similar to the analysis the
private sector provides in their annual reports.

25



City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-Wide Financial Statements

The reporting model includes financial statements prepared using full accrual accounting for all
of the government’s activities. This approach includes not just current assets and liabilities (such
as cash and accounts payable) but also capital assets and long-term liabilities (such as buildings
and infrastructure, including bridges and roads, and general obligation debt). Accrual accounting
also reports all of the revenues and cost of providing services during the year, not just those
received or paid in the current year or soon thereafter.

Statement of Net Position

The Statement of Net Position is designed to display the financial position of the primary
government (government and business-type activities) and its discretely presented component
units. Governments will report all capital assets, including infrastructure, in the government-
wide Statement of Net Position and will report depreciation expense - the cost of “using up”
capital assets - in the Statement of Activities. The net position of a government will be reported
in three categories - 1) invested in capital assets, net of related debt; 2) restricted; and 3)
unrestricted.

Statement of Activities

The government-wide statement of activities reports expenses and revenues in a format that
focuses on the cost of each of the government’s functions. The expense of individual functions
is compared to the revenues generated directly by the function (for instance, through user charges
or intergovernmental grants).

Fund Financial Statements

The accounts of the City are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund equity, and revenues and
expenditures, or expenses, as appropriate. Government resources are allocated to, and accounted
for, in individual funds based upon the purposes for which they are to be spent and the means by
which spending activities are controlled. In the financial statements in this report, the funds are
grouped into two broad fund categories as follows:
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Governmental Funds

General Fund

This Fund is used to account for financial resources used for general operations. Thisisa
budgeted fund and any fund balances are considered resources available for current operations.

The General Fund is the principal fund of the City which accounts for all financial transactions
not accounted for in other funds.

Debt Service Fund

This fund is used to account for the accumulation of financial resources for the payment of long-
term bond debt principal and interest, paid principally from property taxes levied by the City. As
of September 30, 2015, the debt service fund is not needed.

Proprietary Funds

Enterprise Fund

This Fund is used to account for operations (a) that are financed and operated in a manner similar
to private business enterprises - where the intent of the City is that the costs (expenses, including
depreciation) of providing goods and services to the general public on a continuing basis be
financed or recovered primarily through user charges; or (b) where the City has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is appropriate
for capital maintenance, public policy, management control, accountability or other purposes.

The City’s Enterprise Fund is used to account for the operations that provide water and sanitation
services to the public on a continuing basis.

Fund Balance Classification

The City follows GASB No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions. In the fund financial statements, governmental funds report the following
classifications of fund balance:

. Nonspendable - includes amounts that cannot be spent because they are either not
spendable in form or are legally or contractually required to be maintained intact.

. Restricted - includes amounts restricted by external sources (creditors, laws of other
governments, etc.) or by constitutional provision or enabling legislation.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

. Committed - includes amounts that can only be used for specific purposes.
Committed fund balance is reported pursuant to ordinances passed by the Council,
the City’s highest level of decision making authority. Commitments may be
modified or rescinded only through ordinances approved by the Council.

. Assigned - includes amounts that the City intends to use for a specific purpose, but
do not meet the definition of restricted or committed fund balance.

. Unassigned - includes amounts that have not been assigned to other funds or
restricted, committed or assigned to a specific purpose within the General Fund. The
District reports all amounts that meet the unrestricted General Fund Balance Policy
as unassigned.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, the District considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are
available, the District considers amounts to have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed.

Budgetary Comparison Schedules

Demonstrating compliance with the adopted budget is an important component of a
government’s accountability to the public. Many citizens participate in one way or another in the
process of establishing the annual operating budgets of state and local governments, and have a
keen interest in following the actual financial progress of their governments over the course of
the year. Many governments revise their original budgets during the year for a variety of reasons.
Under the current reporting model, governments provide budgetary comparison information in
their annual reports including the original budget with the comparison of the final budget and
actual results.

Basis of Presentation

The accounting and reporting policies of the City relating to the accounts included in the
accompanying financial statements conform to U.S. generally accepted accounting principles as
applicable to cities. U.S. generally accepted accounting principles for cities include those
principles prescribed by the Governmental Accounting Standards Board (GASB), the Financial
Accounting Standards Board (FASB), and appropriate pronouncements of the American Institute
of Certified Public Accountants (AICPA).
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basic Financial Statements

The basic financial statements include both government-wide (based on the City as a whole) and
fund financial statements. These financial statements focus on either the City as a whole or
major individual funds (within the fund financial statements). Both the government-wide and
fund financial statements (within the basic financial statements) categorize primary activities as
either governmental or business-type.

In the government-wide Statement of Net Position, both the governmental and business-type
activities columns are presented on a consolidated basis, and are reflected on a full accrual,
economic resource basis, which incorporates long-term assets and receivables as well as long-
term debt and obligations.

The government-wide Statement of Activities reflects both the gross and net cost per functional
category (public safety, public works, parks and recreation, etc.), which are otherwise being
supported by general government revenues (property, sales and use taxes, certain
intergovernmental revenues, fines, permits and charges, etc.). The Statement of Activities
reduces gross expenses (including depreciation) by related program revenues, operating and
capital grants, and contributions. The program revenues must be directly associated with the
function (public safety, public works, parks and recreation, etc.) or a business-type activity. The
operating grants include operating-specific and discretionary (either operating or capital) grants
while the capital grants column reflects capital-specific grants. The City does not allocate
indirect expenses.

The governmental fund statements in the fund financial statements are presented on a current
financial resource and modified accrual basis of accounting. This is the manner in which these
funds are normally budgeted. Since the governmental fund statements are presented on a
different measurement focus and basis of accounting than the governmental column in the
government-wide statements, a reconciliation is presented which briefly explains the adjustments
necessary to reconcile fund financial statements with the governmental column of the
government-wide presentation.

The focus of this reporting model is on the City as a whole and the fund financial statements,
including the major individual funds of the governmental and business-type categories, as well as
the component units. Each presentation provides valuable information that can be analyzed and
compared (between years and between governments) to enhance the usefulness of the
information.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting

Basis of accounting refers to the method by which revenues and expenditures are recognized in
the accounts and reported in the financial statements. Basis of accounting relates to the timing of
the measurements made, regardless of the measurement focus applied.

The government-wide statement of net position and statement of activities and all proprietary
funds are accounted for on a flow of economic resources measurement focus and the full accrual
basis. With this measurement focus, all assets and all liabilities associated with the operation of
these activities are either included on the statement of net position or the statement of net
position-proprietary funds.

Amounts reported as program revenues include (1) charges to customers or applicants for goods,
services or privileges provided, (2) operating grants and contributions, and (3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as

general revenues rather than as program revenues. Likewise, general revenues include all taxes.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the government’s water
and sanitation 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.

All revenue and expenditure recognition for governmental funds are accounted for using the
current financial resources measurement focus and the modified accrual basis of accounting.
Only current assets and current liabilities are generally included on their balance sheets. Their
reported fund balance (net current assets) is considered a measure of “available spendable
resources.” Governmental fund operating statements present increases (revenues and other
financing sources) and decreases (expenditures and other financing uses) in fund balance. The
City’s revenues are recognized when they become measurable and available as current assets.
Available means collectible within the current year or as soon enough thereafter to be used to pay
liabilities of the current year. For this purpose, the government considers revenue to be available
if they are collected within 60 days of the end of the current fiscal year. Utility franchise taxes,
penalties and interest, and miscellaneous revenues are recorded when received in cash because
they are generally not measurable until actually received. Expenditures are generally recognized
under the modified accrual basis of accounting when the related liability is incurred.

Proprietary fund-type operating statements present increases (e.g. revenues) and decreases (€.g.
expenses) in net total position. Proprietary funds distinguish operating revenues and expenses
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

from non-operating items. Operating revenues and expenses generally result from providing
services and producing and delivering goods in connection with a proprietary fund’s principal
ongoing operations. The principal operating revenues of the enterprise fund are charges to
customers for sales and services. Operating expenses for the enterprise fund include the cost of
sales and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

Budgets

Prior to August of each fiscal year, the mayor submits a proposed operating budget for the fiscal
year commencing the following October 1 to the City Council. The operating budget includes
proposed expenditures and means of financing them for the upcoming years, along with estimates
for the current year and actual data for the preceding year. Public hearings are conducted to
obtain taxpayer comments. Prior to September 30, the budget is legally enacted through passage
by majority vote of the Council. The Council may authorize supplemental appropriations during
the year.

The final amended budget is used in this report. Unused appropriations lapse at the end of the
year unless carried forward to the next year by Council action. No encumbrances are recognized
or recorded. The operating budget includes proposed expenditures for the General Fund. The
City adopted the current year’s budget on a line item basis.

Cash and Cash Equivalents

The City considers all highly liquid investments with an original maturity of three months or less
when purchased to be cash equivalents. Cash and cash equivalents for purposes of the statement
of cash flows exclude restricted cash and cash equivalents. The carrying amounts for cash and
cash equivalents approximates fair value.

Receivables

Receivables for the business-type activities include amounts due from customers for water and
sanitation services. All receivables are current and therefore due within one year. Receivables
are reported net of an allowance for uncollectible accounts. Allowances are reported when
accounts are proven to be uncollectible. Allowances for uncollectible accounts netted with
accounts receivable were $90,289 for the year ended September 30, 2015.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets

Capital outlays are recorded as expenditures of the General Fund and as assets in the
government-wide financial statements and the proprietary fund of the City. In accordance with
GASB Statement No. 34, the City is not required to report infrastructure retroactively.

Therefore, infrastructure has been capitalized prospectively beginning April 1, 2004.
Depreciation is recorded on general fixed assets on a government-wide basis. All fixed assets are
valued at historical cost or estimated historical cost if actual cost was not available. Donated
fixed assets are valued at their estimated fair market value on the date donated.

Maintenance, repairs, and minor equipment are charged to operations when incurred.
Expenditures that materially change capacities or extend useful lives are capitalized. Upon sale
or retirement of land, buildings, and equipment, the cost and related accumulated depreciation, if
applicable, are eliminated from the respective accounts and any resulting gain or loss is included
in the results of operations.

Depreciation has been provided over the estimated useful lives using the straight line method.
The estimated useful lives are as follows:

Machinery and equipment 5-10 years
Buildings and improvements  10-40 years
Street improvements 10-20 years
Water and sewer system 10-50 years

General Obligation Proprietary Fund Bonds

At times, the Proprietary Fund provides the annual debt service requirements on certain general
obligation proprietary fund bonds (not secured by system revenues) issued to finance system
improvements. Since the Proprietary Fund provides the annual debt service on these general
obligation bonds, the bonds are considered to be obligations of the Proprietary Fund and have
been reported on the balance sheet of the Proprietary Fund, when applicable.

Compensated Absences

The City accrues a liability for compensated absences which meet the following criteria:
(a)  The City’s obligation relating to employees’ rights to receive compensation
for future absences is attributable to employees’ services already rendered.
(b)  The obligation relates to rights that vest or accumulate.
(¢)  Payment of the compensation is probable.
(d)  The amount can be reasonably estimated.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In accordance with the above criteria, the City has accrued a liability for vacation pay which has
been earned but not taken by employees. As of the balance sheet date, the City expected that all
of the liability for accrued vacation would be liquidated with expendable resources. Therefore,
the liability for accrued vacation is reflected as a current liability in the financial statements for
the year ended September 30, 2015.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the Fiduciary
Net Position of the Texas Municipal Retirement System (TMRS) and additions to/deductions
from TMRS’s Fiduciary Net Position have been determined on the same basis as they are
reported by TMRS. For this purpose, plan contributions are recognized in the period that
compensation is reported for the employee, which is when contributions are legally due. Benefit
payments and refunds are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Estimates

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

Risk Management

The City is exposed to various risks of loss related to torts, theft, damage or destruction of assets,
errors and omissions, injuries to employees, and natural disasters. During the year ended
September 30, 2015, the City obtained general liability coverage at a cost that is considered to be
economically justifiable by joining together with other governmental entities 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 insurance coverage. The agreement for the formation of TML
provides that TML will be self-sustaining through member premiums and will reinsure through
commercial companies for claims in excess of acceptable risk levels; however, each category of
coverage has its own level of reinsurance. There were no significant reductions in commercial
insurance coverage in the year ended September 30, 2015, and settled claims resulting from these
risks have not exceeded coverage in any of the past three fiscal years.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 2 - PROPERTY TAXES

Property taxes are levied each October 1 on the assessed value listed as of the previous January 1
for all real business and personal property located in the City in conformity with Subtitle E,
Texas Property Tax Code. Taxes are due in January following the October 1 statement date. The
lien date is January 1 of that year, and they become delinquent on February 1. Property tax
revenues are considered available when they become due or past due and are considered a
receivable within the current year when they are expected to be collected 60 days after the close
of the year.

The tax assessment of October 1, 2014 sets a tax levy at $0.712892 per $100 of assessed
valuation at 100 percent of market value. Of this amount, $0.159972 was allocated to debt
service.

Delinquent property taxes estimated to be collectible within the next fiscal year are recognized as
revenues. Other delinquent property taxes receivable at year end that are deemed to be ultimately
collectible are recorded as deferred revenues.

NOTE 3 - EMPLOYEE BENEFITS

The City’s policy is to account for the cost of employees’ vacation time benefits as they are
earned. At September 30, 2015, accrued vacation benefits related to employees of the General
Fund totaling $7,792 have been recorded on the General Fund. Accrued vacation benefits related
to Proprietary Fund employees have been recorded on the Proprietary Fund in the amount of
$3,840.

NOTE 4 - DEPOSITS

The City maintains its cash deposits in interest bearing accounts which are insured to a limit of
$250,000 by the FDIC and the remainder is secured by pledged collateral. As of the balance
sheet date, the City’s and library’s deposits totaled $1,670,942, and the bank balance was
$1,726,920. At September 30, 2015 all of the City’s balances are either insured by the FDIC or
are collateralized by registered securities.
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Notes to the Financial Statements September 30, 2015

NOTE 5 - CHANGES IN GOVERNMENTAL CAPITAL ASSETS

Changes in governmental capital assets during the year ended September 30, 2015, were as

follows:
Balance Balance

October 1, 2014 Increases  Decreases September 30, 2015
Capital Assets Not Being Depreciated

Land $ 142966 $ -3 - § 142,966
Other Capital Assets

Machinery and equipment 445,709 51,543 96,175 401,077

Buildings and improvements 775,067 - - 775,067

Street improvements 681.039 - - 681.039
Total Other Capital Assets 1,901,815 51,543 96,175 1,857,183
Less accumulated depreciation (763.912)  (138.167) (96.175) _(805.904)
Other Capital Assets, Net 1,137.903 (86.624) - 1.051,279
Total Capital Assets, Net of Depreciation $ 1.280.869 $ (86.624)$ - $ 1.194.245

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

Governmental Activities:

General government $ 21,259
Public safety 20,873
Public works 59,547
Municipal court 4,165
Parks and recreation 32.323

Total depreciation expense - Governmental Activities § 138,167
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NOTE 6 - CHANGES IN BUSINESS-TYPE CAPITAL ASSETS

Changes in business-type capital assets during the year ended September 30, 2015, were as
follows:

Balance Balance
October 1, 2014 Increases Decreases  September 30, 2015

Capital Assets Not
Being Depreciated
Land $ 8.802 § - $ - $ 8.802
Other Capital Assets
Machinery and equipment 212,729 - - 212,729
Water system 1,852,769 846,591 7,675 2,691,685
Sewer system 1,956,966 - - 1,956,966
Construction in progress 749.127 - 749.127 -
Total Other Capital Assets 4,771,591 846,591 756,802 4,861,380
Less accumulated depreciation (1,674.963) (145.430) (5.235) (1.815.158)
Other Capital Assets, Net 3.096.628 701.161  751.567 3.046,222
Total Capital Assets, Net
of Depreciation $ 3.105430 $ 701.161 $ 751.567 § 3.055.024

NOTE 7 - CHANGES IN GOVERNMENTAL NON-CURRENT LIABILITIES

The following is a summary of long-term debt transactions in the governmental activities for the
year ended September 30, 2015:

Balance Balance
October 1, 2014 Additions Reductions  September 30, 2015

Notes payable $ - $ 34587 § 5299 $ 29.288
$ - $ 34,587 $ 5.299 $ 29.288
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NOTE 7 - CHANGES IN GOVERNMENTAL NON-CURRENT LIABILITIES (Continued)
Long-term debt in the governmental activities consists of the following at September 30, 2015:

Payee and Terms Balance
Note payable to Spirit of Texas Bank, secured by a vehicle,
payable in monthly installments of $633 including interest
at 3.7%, with final payment due November 2019. $ 29.288

Total 29,288
Less current portion (6.625)

Total Long-Term Debt $ 22,663

The annual requirements to amortize debt outstanding in the governmental activities as of
September 30, 2015, are as follows:

Year Ending

September 30 Principal Interest Total
2016 $ 6,625 $ 9%9 § 7,594
2017 6,873 721 7,594
2018 7,131 463 7,594
2019 7,399 195 7,594
2020 1.260 6 1.266

$ 29.288 $ 2354 § 31.642

NOTE 8 - CHANGES IN BUSINESS-TYPE NON-CURRENT LIABILITIES

The following is a summary of long-term debt transactions in the business-type activities for the
year ended September 30, 2015:
Balance Balance
October 1,2014 Additions Reductions  September 30, 2015

Notes payable $ 122,333 $ - $ 4,266 $ 118,067
Certificates of obligations 700,000 - 40,000 660,000
$ 822333 $ - $ 44,266 $ 778.067
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NOTE 8 - CHANGES IN BUSINESS-TYPE NON-CURRENT LIABILITIES (Continued)
Long-term debt in the business-type activities consists of the following at September 30, 2015:

Payee and Terms Balance
Note payable to the Texas Department of Transportation,
payable in annual installments of $7,936 including interest
at 3%, with final payment due July 2035. $ 118,067

Series 2014, certificates of obligations due in annual installments

of $40,000 beginning in April 2015, $45,000 beginning April 2020,

$50,000 beginning April 2024, $55,000 beginning April 2027, and

$60,000 due in April 2029, with interest at 3.28 percent. 660,000

Total 778,067
Less current portion (44.394)

Total Long-Term Debt $ 733,673

The annual requirements to amortize debt outstanding in the governmental activities as of
September 30, 2015, are as follows:

Year Ending
September 30 Principal Interest Total
2016 $ 44,394 $ 15022 § 59,416
2017 44,526 25,058 69,584
2018 44,661 23,610 68,271
2019 44,801 22,159 66,960
2020 49,945 20,703 70,648
2021 to 2025 262,044 79,876 341,920
2026 to 2030 251,351 35,717 287,068
2031 to 2035 36.345 3.335 39.680

$ 778.067 $ 225480 § 1.003,547

NOTE 9 - RESTRICTED FUND BALANCES

Certain amounts have been segregated within the equity section of the governmental fund type
balance sheets as restricted for specific purposes as imposed by external parties.
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City of Florence, Texas
Notes to the Financial Statements September 30, 2015

NOTE 10 - INTERFUND TRANSACTIONS

During the course of normal operations, the City has transactions between funds including
expenditures and transfers of resources primarily to provide services. The financial statements
for the governmental and proprietary type funds generally reflect some transactions as
transfers and others as receivables and payables.

Interfund activity as of September 30, 2015, is as follows:

Transfers Transfers Due Due

Fund In Out To From
General Fund § - $ 7,000 $§ - $ 44,593

Utility Fund 7.000 - 44.593 -
Total Operating Transfers $ 7.000 $ 7.000 $44.593 $ 44.593

NOTE 11 - DEFINED BENEFIT PENSION PLANS

Plan Description

The City of Florence, Texas participates as one of the 860 plans in the nontraditional, joint
contributory, hybrid defined benefit pension plan administered by the Texas Municipal
Retirement System (TMRS). TMRS is an agency created by the State of Texas and administered
in accordance with the TMRS Act, Subtitle G, Title 8, Texas Government Code (the TMRS Act)
as an agent multiple-employer retirement system for municipal employees in the State of Texas.
The TMRS Act places the general administration and management of the System with a six-
member Board of Trustees. Although the Governor, with the advice and consent of the Senate,
appoints the Board, TMRS is not fiscally dependent on the State of Texas. TMRS’s defined
benefit pension plan is a tax-qualified plan under Section 401(a)of the Internal Revenue Code.
TMRS issues a publicly available comprehensive annual financial report (CAFR) that can be
obtained at www.tmrs.com.

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

Benefits Provided

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

At retirement, the benefit is calculated as if the sum of the employee’s contributions, with
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NOTE 11 - DEFINED BENEFIT PENSION PLANS (Continued)

interest, and the city-financed monetary credits with interest were used to purchase an annuity.
Members may choose to receive their retirement benefit in one of seven payment options.
Members may also choose to receive a portion of their benefit as a Partial Lump Sum
Distribution in an amount equal to 12, 24, or 36 monthly payments, which cannot exceed 75% of
the member’s deposits and interest.

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

Plan Year 2014 Plan Year 2015

Employee deposit rate 5.0% 5.0%
Matching ratio (city to employee) 2tol 2to1
Years required for vesting 5 5
Service retirement eligibility (expressed as

age/years of service) 60/5, 0/20  60/5, 0/20
Updated service credit 0% 0%
Annuity increase (to retirees) 0% of CPI 0% of CPI

Employees covered by benefit terms

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

Inactive employees or beneficiaries currently receiving benefits 2
Inactive employees entitled to but not yet receiving benefits 10
Active employees 8
Total 20
Contributions

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

Employees for the City of Florence, Texas were required to contribute 5%, of their annual gross
earnings during the fiscal year. The contribution rates for the City of Florence, Texas were
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NOTE 11 - DEFINED BENEFIT PENSION PLANS (Continued)

3.46% and 4.15% in calendar years 2014 and 20135, respectively. The City’s contributions to
TMRS for the year ended September 30, 2015, were $11,903, and were equal to the required
contributions.

Net Pension Liability

The City’s Net Pension Liability (NPL) was measured as of December 31, 2014, and the Total
Pension Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial
valuation as of that date.

Actuarial assumptions

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

Inflation 3.0% per year

Overall payroll growth 3.0% per year

Investment rate of return 7.0% net of pension plan investment expense, including
inflation

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

Actuarial assumptions used in the December 31, 2014, valuation were based on the results of
actuarial experience studies. The experience study in TMRS was for the period January 1, 2006
through December 31, 2009, first used in the December 31, 2010 valuation. Healthy post-
retirement mortality rates and annuity purchase rates were updated based on a Mortality
Experience Investigation Study covering 2009 through 2011, and dated December 31, 2013.
These assumptions were first used in the December 31, 2013 valuation, along with a change to the
Entry Age Normal (EAN) actuarial cost method. Assumptions are reviewed annually. No
additional changes were made for the 2014 valuation.

The long-term expected rate of return on pension plan investments is 7.0%. The pension plan’s

policy in regard to the allocation of invested assets is established and may be amended by the
TMRS Board of Trustees. Plan assets are managed on a total return basis with an emphasis on
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NOTE 11 - DEFINED BENEFIT PENSION PLANS (Continued)

both capital appreciation as well as the production of income, in order to satisfy the short-term
and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. The target allocation and best estimates of arithmetic real rates of
return for each major asset class are summarized in the following table:

Long-Term Expected Real

Asset Class Target Allocation Rate of Return (Arithmetic)

Domestic Equity 17.5% 4.80%
International Equity 17.5% 6.05%
Core Fixed Income 30.0% 1.50%
Non-Core Fixed Income 10.0% 3.50%
Real Return 5.0% 1.75%
Real Estate 10.0% 5.25%
Absolute Return 5.0% 4.25%
Private Equity 5.0% 8.50%
Total 100.0%

Discount Rate

The discount rate used to measure the Total Pension Liability was 7.0%. The projection of cash
flows used to determine the discount rate assumed that employee and employer contributions will
be made at the rates specified in statue. Based on that assumption, the pension plan’s Fiduciary
Net Position was projected to be available to make all projected future benefit payments of current
active and inactive employees. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the Total
Pension Liability.
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Changes in the Net Pension Liability

Total Pension Plan Fiduciary Net =~ Net Pension

Liability (a) Position (b) Liability (a)-(b)
Balance at 12/31/13 § 293,547 $ 299.674 $ (6.127)
Changes for the year:
Service cost 24,403 - 24,403
Interest 20,386 - 20,386
Difference between expected
and actual experience (30,673) - (30,673)
Contributions-employer - 9,657 (9,657)
Contributions-employee - 14,328 (14,328)
Net investment income - 17,145 (17,145)
Benefit payments, including
refunds of emp. contributions (29,029) (29,029) -
Administrative expense - (179) 179
Other changes - (15) 15
Net changes (14.913) 11.907 (26.820)
Balance at 12/31/14 $ 278,634 $ 311,581 $ (32,947

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the City, calculated using the discount rate of
7.0%, as well as what the City’s net pension liability would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.0%) or 1-percentage-point higher (8.0%) than the
current rate:

1% Decrease Current Singe Rate 1% Increase
6.00% Assumption 7.00% 8.00%

$ 23,138 $  (32947) $ (11.569)

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-
issued TMRS financial report. That report may be obtained on the internet at www.tmrs.com.
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Pension Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources

Related to Pension

For the year ended September 30, 2015, the City recognized pension expense of $3,688.

At September 30, 2015, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Difference between projected and investment earnings $ 3,066 $ -

Changes in actuarial assumptions - -
23,917

Differences between expected and actual economic experience -
Contributions subsequent to the measurement date 9.151 -
Total $ 12,217 § 23917

The City reported $9,151 as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date that will be recognized as a reduction of the net
pension liability for the year ending September 30, 2016. Other amounts reported as deferred
outflows and inflows of resources related to pensions will be recognized in pension expense as
follows:

Year ended December 31:

2015 $ (5,990)
2016 (5,990)
2017 (5,990)
2018 (2,881)
2019 -
2020 -
Thereafter -
§ (20851

NOTE 12 - SUPPLEMENTAL DEATH BENEFITS PLAN

The City also participates in the cost-sharing multiple-employer defined benefit group term life
insurance plan operated by the Texas Municipal Retirement System (TMRS); known as the
Supplemental Death Benefits Fund (SDBF). The City elected, by ordinance, to provide group-
term life insurance coverage to both current and retired employees. The City may terminate
coverage under and discontinue participation in the SDBF by adopting an ordinance before
November 1 of any year to be effective the following January 1.
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NOTE 12 - SUPPLEMENTAL DEATH BENEFITS PLAN (Continued)

The death benefit for active employees provides a lump-sum payment approximately equal to the
employee’s annual salary (calculated based on the employee’s actual earnings, for the 12-month
period preceding the month of death); retired employees are insured for $7,500; this coverage is
an “other post employment benefit,” or OPEB.

Contributions

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

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

SDBF
09/30/2015 0.03%
09/30/2014 0.02%
09/30/2013 0.02%

NOTE 13 - GRANT FUNDED PROGRAMS

In fiscal year 2013, the City (Proprietary Fund) was awarded a grant, Contract No. 712117, in the
amount of $350,000, funded through the Office of Rural Community Affairs. These funds are
designated for water system improvements. The grant requires the City to provide matching funds
of $327,500. As of September 30, 2015, all funds have been spent and reimbursed.

NOTE 14 - RESTATEMENT

The City has adopted the provision of Governmental Accounting Standard Board (GASB
Statement No. 68, entitled Accounting and Financial Reporting for Pensions, an amendment of
GASB Statement No. 27 and Statement No. 71, Pension Transition for Contributions Made
Subsequent to the Measurement Date. As part of GASB 68 the City is required to record its net
funded pension liability.

Due to the implementation of GASB No. 68, the City restated its beginning net position within

government activities and business-type activities to properly reflect the net pension liability and
deferred outflows of resources as prescribed by this accounting standard. This adjustment was
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NOTE 14 - RESTATEMENT (Continued)

recorded at the fund level for proprietary funds only, and recorded at the government wide level
for both governmental activities and business-type activities. The tables below summarize the
changes to net position as a result of this change in accounting method.

Governmental Business-Type
Activities Activities
Prior year ending net position as reported § 1,997,878 $ 3,052,859
Implementation of GASB 68 7.842 5.449
Restated beginning net position $ 2,005,720 $ 3.058.308

NOTE 15 - COMMITMENTS AND CONTINGENCIES

Grants

The City participates in grant programs that are governed by various rules and regulations of the
grantor agencies. Costs charged to the respective grant programs are subject to audit and
adjustment by the grantor agencies; therefore, to the extent that the City has not complied with the
rules and regulations governing the grants, refunds of any money received may be required and
the collectibility of any related receivable may be impaired. In the opinion of the City, there are
no significant contingent liabilities relating to compliance with the rules and regulations
governing the respective grants; therefore, no provision has been recorded in the accompanying
financial statements for such contingencies.

Water Commitment

The City has a contract in place with the City of Georgetown to purchase water from them for a
period of forty years, which commenced on June 1, 2010. The City is also obligated to pay a
minimum monthly charge, volume charges, committed water charge, and a reserved charge per

the contract.

NOTE 16 - SUBSEQUENT EVENTS

Subsequent to year end the City was awarded a grant for $196,000 to fix a methane gas issue in
two wells.

The City did not have any other subsequent events through March 31, 2016, which is the date the
financial statements were available to be issued for events requiring recording or disclosure in the
financial statements for the fiscal year ended September 30, 2015.
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City of Florence, Texas

Budgetary Comparison Schedule

For the Year Ended September 30, 2015

General Fund
General Fund
Variance with
Budget Final Budget
Positive
Original Final Actual (Negative)
Revenues
Tax collections, penalties and interest $ 229,882 § 229,882 220,616 $ (9,266)
Sales tax 142,000 142,000 199,855 57,855
Franchise tax 42,000 42,000 45,320 3,320
Municipal court fines 160,000 160,000 202,645 42,645
Police revenue 200 200 36 (164)
Pool revenue 2,500 2,500 3,006 506
Fees and permits 5,000 5,000 11,656 6,656
Interest 825 825 1,740 915
Contributions - - 19,496 19,496
Miscellaneous 700 700 1,701 1,001
Total Revenues 583.107 583.107 706.071 122.964
Expenditures
General government 245,994 245,994 238,720 7,274
Public safety 182,123 182,123 224352 (42,229)
Public works 8,500 8,500 10,920 (2,420)
Municipal court 130,040 130,040 114,264 15,776
Parks and recreation 23.450 23.450 23.428 22
Total Expenditures 590.107 590,107 611.684 (21,577)
Excess (Deficiency) of Revenues
Over (Under) Expenditures (7.000) (7.000) 94.387 101,387
Other Financing Sources (Uses):
Gain on disposition of assets - - 8,287 8,287
Loan proceeds - - 34,587 34,587
Transfers (7.000) (7.000) (7.000) -
Total Other Financing Sources (Uses) (7.000) (7.000) 35.874 42874
Excess (Deficiencies) of Revenues
and Other Sources Over (Under)
Expenditures and Other (Uses) $ (14,0000 $ (14.000) 130,261 $ 144261
Fund Balance - Beginning of Year 697.219
Fund Balance - End of Year 827.480
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City of Florence, Texas

Schedule of Employer Contributions

Actuarially Actual Contribution Pensionable Actual Contribution
Year Ending Determined Employer Deficiency Covered as a % of Covered
September 30 Contribution Contribution (Excess) Payroll Payroll
2006 6,222 6,222 - 202,826 3.1%
2007 8,156 8,156 - 243,651 3.3%
2008 15,797 15,797 - 292,768 5.4%
2009 15,146 15,146 - 285,094 5.3%
2010 14,072 14,072 - 288,057 4.9%
2011 14,637 14,637 - 296,540 5%
2012 9,296 9,296 - 302,060 3.1%
2013 7,623 7,623 - 249,435 3.1%
2014 9,494 9,494 - 279,415 3.4%
2015 11,903 11,903 - 300,039 4.0%

NOTES TO SCHEDULE OF CONTRIBUTIONS

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

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal
Amortization Method Level Percentage of Payroll, Closed
Remaining Amortization
Period 25 Years
Asset Valuation Method 10 Year smoothed market; 15% soft corridor
Inflation 3.0%
Salary Increases 3.50% to 12.00% including inflation
Investment Rate of Return 7.00%
Retirement Age Experience-based table of rates that are specific to the City’s plan of

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

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

Other Information:
Notes There were no benefit changes during the year.

50



