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INDEPENDENT AUDITOR'S REPORT

Mayor and City Council
City of Childress, Texas
Childress, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of City of Childress, Texas, as of and for the year ended September 30, 2017, 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 Responsibifity 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
staterments that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Cur 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 Comgptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstaternent.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Childress, Texas,
as of September 30, 2017, and the respective changes in financial position, and, where applicable, cash flows
thereof, and the respective budgetary comparison for the General Fund, 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, and schedule on the Texas Municipal Retirement System on pages 3-8 and 41-42 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 piacing the basic financial statements in an appropriate operational,
economic, of 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 informaticn because the limited procedures do not provide us with sufficient
evidence o express an opinion or provide any assurance,

Other Information

Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Childress, Texas' basic financial statements. The statistical section is presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The statistical section is the responsibility of management and was derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information has
heen subjected to the auditing procedures applied in the audit of the basic financial statemenis and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the statistical section is fairly stated in all material respects in relation to the basic
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated Junhe 11, 2018, on our
consideration of the City of Childress, Texas' internal confrol over financial reporting and on our {ests 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 internat control over financial reporting
ar on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering City of Childress, Texas’ internal control over financial reporting and compliance.

Foster & La
June 11, 2018



CITY OF CHILDRESS, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2017

The City was incorporated on May 22, 1922, The City operates under a Councii-Manager form of
government and provides the following services as authorized by its charter; public safety (police and
fire), highways and streets, sanitation, health and social services, culture and recreation, public
improvements, planning and zoning, and general administrative services.

Discretely Presented Unit

Childress Economic Development Corporation - The activities of the Childress Economic Development
Corporation are included in the City's accompanying financial statements as a component unit. This
Corpceration is a separate nonprofit governmental unit administered by a five-member board and the City's
mayor and city manager as ex officio members. The City exercises significant oversight in approving
budgets, corporate records, and accounting records of the Corporation.

The City of Childress Housing Finance Corporation - The City of Childress has created the City of
Childress MHeusing Finance Corporation. The Corporation has been formed to develop a means of
financing the cost of residentiat ownership and development that will provide decent, safe and sanitary
housing for low and moderate income residents of the City. The Corporation is a separate proprietary
unit administered by a five-member board appointed by the City Council. The City exercises significant
oversight in approving budgets, accounting, and corporaie records.

Economic Conditions and Cutlook

Childress' population as reported by the U.S. Census Bureau in the year 2010 was 6,938, This
represents an increase of 160 or 2.4% over the 2000 census. This increase is realized from businesses
entering Childress and the general improvement in our local economy. It may also be noted that
Childress tax valuation has increased approximately 15% over last year. This is a frend that has been
taking place in Childress for the past several consecutive years. Through the efforts of Childress City
Council, Commissioners Court, the Childress Economic Development Corperation and others, more
growth in our community is expecited next year. Retail sales taxes are expected to continue fo increase
this year over last year at about 4%. This will bring our five-year total combined increases to
approximately 25%. Childress County is again making sirides in energy sector infrastructure with the
construction of a new solar farm east of town beginning in late 2018. The construction of this facility will
include 300 temporary jobs and approximately 20 permanent positions. This new facility will have an
appraisal value of around $400 million. This will definitely have a positive impact on the economic
conditions for Childress. Sales and Hote! taxes are on pace for about a 5% increase over last year. The
new solar farm should cause an uncharacteristic increase in both of these areas for the next 18 months.

The City of Childress is finally out of stage 4 water restrictions. We are hoping to regain the 25% of water
sales we lost during the over four years of water restrictions. Adjustments to water rates are being made
for water users who use over 5,000 gallons a month. This additional income will put the City in a heatthier
cash-flow position for the future. The Childress Economic Development Corporation has opened a
husiness incubator that serves startup businesses not enly in Childress but the surrcunding 10 county
regional area. The City of Childress has opened the 80,000 square foot indoor all-purpose arena with a
12,000 square foot expo center. This facility is funded with hotel occupancy taxes, and will help to make
Childress an overnight destination community. In its first few months of operation this facility has hosted
Youth Club Events, Wedding Receptions, School-related Events, Community Enrichment Activities,
Concerts, Trade Shows, Craft Shows, Western Events, Sporting Events, as well as a couple of
Conferences. Third-Party analysis suggest that this type of facility could add 15 people to the workforce
and about $1,000,000 to the locai economy. The City of Childress opened Stoney Ridge Golf Course and
Recreational Complex in 2008. This facility is serving the City of Childress and surrounding areas with
over seven thousand non-member rounds of goif, as well as tournaments for high school golf, junior golf,
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civic organizations, non-profit groups and cerporate outings. With the addition of The Grill on the Green
restaurant, the facility now offers the total golfing and recreational experience. Stoney Ridge is providing
stimulation for our growing economy. !n addition to Stoney Ridge, the City of Childress, with the
assistance of Texas Parks & Wildlife, has also opened the Childress ATV & Moto-Cross Park, This park
features 30 miles of riding trails and a mile and a gquarter-mile professional style moto-cross track
complete with starting gates, table tops and rhythm sections, The City of Childress is planning {o host
various races including, moto-cross, grand prix, endurc and team events. This facility has had over two
thousand non-resident visitors and we believe that it will continue to grow and have a positive impact on
our local economy.

Several individuals and local businesses have begun a revitalization of our downtown area. In January
of 2013, Childress became an official Texas Main Street Community.  With this accreditation, business
owners will receive free architectural design assistance and matching grants to help improve their
buildings’ curb appeal. Many new businesses are now downtown housed in newly remodeled buildings.
This toe serves to stimulate our economy. All of this equates to increased ad valorem tax dollars for our
City as well as an increase in sales tax. We expect the trend to continue.

The Childress Regional Medical Center has completed new physical therapy and MRI facilittes and has
plans for more renovations. The hospital and clinic bring many people to Childress for healthcare. These
pecple also shop, eat, buy gasoline, and some stay overnight. This has a very positive offset on cur local
economy.

Major initiatives

The fiscal year 2016-17 final budgeted revenues increased $430,050 over original budget and
expenditures increased $287,880 from the original budget. Actual revenues were under budget by
$864,252; expenditures were more than budget by $33%,319. Net change in fund balance was $80,301
meore than budgeted, after loan preceeds and operating transfers.



Financial Analysis

Net posttion may serve, over time, as a useful indicator of a government’s financial position. In the case
of the City of Childress, Texas, assets and deferred outflows exceeded liabilities and deferred inflows by

$5,458,925 &t the close of this fiscal year.

Current and other

assets

Capital assels
Total assets

Deferred outflow of
resources

Long-term liabilities
Cther liabilities
Total liabilities

Deferred inflow of
resources

Net FPosition:
invested in capital
asseis
Restricted
Unrestricted

Total net position

Condensed Statement of Net Position

Business- Business-
Governmentat  Governmental type type

Activities Activities Activities Activities Total Total

2016 2017 2016 2017 20186 2017
$ 546850 $ 495804 $§ 327571 $ 483860 $ 874222 $ 979,664
10,726,606 10,683,501 2.370.136 2,380,780 13,006,741 13,073,281
11,273,256 11,179,305 2,697,707 2,873,640 13,970,963 14,052,945
517,529 489 926 202 511 201.734 720,040 691.660
6,167,005 6,277,663 1,629,230 1,741,186 7,796,235 8,018,849
310,734 576,108 976,787 685,180 1,287.521 1,261,288
8,477,739 6,853,771 2,606,017 2.426 366 9.083,756 9,280,137
5324 3,926 2,083 1.617 7,407 5543
6,381,808 5,258 879 1,433,608 1,415,035 7,815,416 7,673,714
144 162 155,184 - - 144,162 155,184
(1.218.248) (1,602,329 (1,141,490) (767.644) (2,359,738} (2,369,973)

3 5307722 $ 4811534 $.292.118 § 0647391 $5,599,840




Analysis of the City's Operations — Governmental and Business-type activities decreased the City's net
position by $140,815. The key elements of this decrease are as foliows:

Revenues:

Program revenues:

Charges for services

Operating grants and
contributions

Capital grants and
centributions

General revenues:
Property taxes
Sales {axes
Other taxes
invesiment income
Other income

Total revenues

Expenses:

General government

Street

Public safety;

Police
Fire

Health

Park

Cemetery

Airport

ATV Park

Golf Course

Interest on long-term
debt

Water

Trash

Shop
Total expenses
Increase (decrease) in
net position before
transfers
Transfers
Increase in net position

Net position — beginning

Net position — ending

Changes in Net Position

Financial Analysis of the Sovernment’s Funds

Business- Business-
Governmental  Governmental type type

Activities Activities Activities Activities Total Total

2016 2017 2016 2017 2016 2M7
$ 947,804 $ 884,759 $3,775,835 $3641449 $4 723639 §$4526208
- 25,000 - - - 25,000
89,616 293,069 - - 89,616 293,069
1,055,502 1,268,010 - - 1,055,602 1,268,010
786,640 802,895 - - 786,640 802,885
554,876 549,449 - - 554,876 549,449
1,820 1,910 - 87 1,820 1,997
171,705 98 550 - - 171,705 98,550
3,607,963 3.923.642 3.775.835 3641536 7.383.798 7.565,178
352,072 248,384 - - 352,072 248,384
369,543 393,323 - - 369,543 393,323
1,178,705 1,301,471 - - 1,178,705 1,301,471
501,515 698,215 - - 591,515 698215
54,430 83,256 - - 54,430 83,256
443,771 524 671 - - 443,771 524 671
58,149 38,567 - - 68,149 38,567
150,464 50,887 - - 150,464 50,887
105,859 158,135 - - 105,859 158,135
816,058 844,989 - - 816,058 844,988
158,057 152,409 - - 158,057 152,409
- - 2,600,722 2567395 2599722 2,567,395
- - 590,930 552177 650,930 582 177
- - 97,846 92,214 97.846 92.214
4,288 623 4 494 307 3,388,498 3,211,786 7.677.121 7.706.093
{680,660) (570,665) 387,337 429,750 (293,323} (140,915}
736 867 74,477 {7386,567) (74.477) - -
55,907 {496,188) {349,230) 355273 (293,323} (140,915)
5251815 5,307,722 641,348 292,118 5,893,163 5.599,840
07,722 $4811534 $ 292118 $.647,391 §$5599.840 $54586925

Governmental funds show an increase to net position for the 2016-17 year of $51,085. A large portion of
this increase is due to intergovernmental revenues,



Capital Assets and Debt Administration

Capital Assets

The City's investment in capital assets for its government-wide activities as of September 30, 2017,
amounts to $13,073,281 (net of accumulated depreciation). This investment in capital assets includes

land, buildings, equipment, and improvements.

Capital Assets at Year-end

{Net of Depreciation)
Business- Business-
Governmental Governmental type type
Activities Activities Activities Activities Total Total
2016 2017 2016 2017 2016 2017
Land $ 865,366 $ 865366 §$ 39722 $ 39722 § 905,088 $ 905,088
Buildings and
improvemeants 8,677,572 8,495,423 2,030,684 1,919,851 9,733,808 10,415,274
Equipment 1.283.668 1.322,712 299,730 430,207 1,600,283 1,752,919
Totals $10.726,606  $10,683.501 $2,370136  $2,389.780 $12.239.278 13,2681
This year's major additions included:
Governmental activities:
Event center $ 118,191
2015 Freightiiner Fire Truck 262 991
Breathing compressor 35,860
ATV Park improvements 23,467
Tennis court improvements 40,830
Business-type Activities:
816F Caterpillar compactor 155,533
Overhaul 863C Caterpillar Dozer 48,346

[Debt

At year-end, the City had $5,477 415, of cerfificates of obligation, notes payable, and leases payable as
shown below:

Outstanding Debt, at Year-end

Governmental  Governmental  Business-type  Business-type

Activities Activities Activities Activities Total Total
2016 2017 2016 2017 2016 2017
Certificates of
obligation $3,872,000 $3,617,000 $ - $ - $3,872,000 $3,617.000
Notes payable 472,798 407 668 896,221 847 477 1,369,019 4,255,145
Lease payable 220,698 400,154 122,013 205,116 342 711 605,270

$4.565,496 $4.424,822  $1.018.234 $1,052.505  $56.583.730  $5.477.415



Economic Factors for Next Year

The City’s elected and appointed officials considered many factors when preparing the fiscal year 2017-
2018 budget. One factor that plays a strong role is the economy. Childress has experienced population
and economic growth which has stimulated local business and development activity. The community has
also placed additional demands on the City to maintain or enhance services which are provided o our
citizerns. The population continues to grow at a siow but steady pace. The increased growth in
population and businesses creates an increase in our ad valorem tax valuations. We also expect another
slight increase in sales tax revenue next year, This has been the trend for the past several years. We
have also experienced a trend where all revenue has increased over the past several years; we expect
that trend to continue.

The City has been awarded a Community Development Block Grant for $275,000, for improvements {o
the fift station, this project is expected to begin in the 2017-18 fiscal year. The City has plans for other
improvements to the water and sewer facilities in the coming years, these projects will be accomplished
through the assistance of state agencies with grant funding and also the City has increase commercial
water rates and implemented a 10 year plan to increase commercial sewer rates incrementally to cover
the costs of the infrastructure upgrades needed.

Requests for Information

This financial report is designed to provide a generai overview of the City’s finances for all those with an
interest in the government's finances. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to the City Administrator, City of
Chiidress, Texas, P.O. Box 1087, Childress, Texas 79201,



Assets
Cash and cash equivalents
Receivables (net of allowances
for uncollectibles)
Due from component unit
Inventory
Restricted assets:
Cash and cash equivalents
Capital assets (net of accumulated
depreciaticn):
l.and
Buiidings and improvements
Equipmant
Landfill permit, net of accumulaled
amortization
Tolal assels

Deferred Quiflow of Resources
Pension expenditures

Liabilities

Accounts payable and other
current liabilities

Accrued interest payable

Accrued wages payable

Compensated absences -current

Note payable

Payabie to government agencies

Due te primary governmant

Customer deposits-payable from
resiricled assets

Note payable-current portion

| ease payabie-current poriion

Cerfificate of obligation
payable-current pertion

Long-term kabilities:

Estimated liability for fandfill closure

and posiclosure care cosls
Net pension obligation
Compensated absences-net
of current portion
Note payable-net of current
portien
Lease payable-net of current
pordion
Certificate of obligation payable-
net of current poertion
Toial Hiabilities

Deferred inflow of Resources
Pension expenditures

Net Position
Invested in capital assets,
net of related debt
Restricted
Debt service
Capital expenditures
Public safety
Economic development
Unrestricted
Total net position

CITY OF CHILDRESS, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2017

Primary Government

Componert Unit

Childress
Economic

Governmental Business-type Development
Activities Activities Totai Corporation
§ 600 3 600 3 1,200 b 30,842
300,254 382,708 682,962 93,325
8,346 - 8,346 -
18,078 - 18,078 -
168,526 22,704 191,230 517,306
885,366 38,722 905,088 145,403
8,495,423 1.918,851 10,415,274 1,304,774
1,322,712 430,207 1,752,914 11,325
- 77 848 77,848 -
11,179,305 2,873,640 14,052,945 2,102,975
489.926 201,734 691,660 28,819
129,083 236.829 365,912 3,587
70,811 5,296 76,207 -
16,872 7.4186 24 288 403
10,365 2,952 13,347 504
507,528 - 507,528 -

- 5.723 9,723 -

- - - 8,346

- 122,620 122,620 -

51,481 36,397 87,878 -
125,727 75,096 200,823 -
262,000 - 262,000 -

- 303,296 303,296 -
1,600,60% 659,071 2,259,672 94,153
83,559 26,570 120,128 4,535
356,187 811,080 1,167,267 -
274,427 130,020 404,447 -
3,355,000 - 3,355,000 -
6,853,771 2,426,366 9,280,137 111,508
3,926 1,617 5,543 231
6,256,679 1,415,035 7673714 1,450,177
74,016 - 74018 -
57,961 - 67,961 -
13,207 - 13,207 -

R - - 569,878
(1,662,329) {767 .644) {2,369,973) -
3 4811534 § 647,391 $ 5,458,926 $§ 2,020,055

The accompanying notes are an integral part of this statement.
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CITY OF CHILDESS, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017
WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2016

2017 2016
Capital Total Total
General Projects Debt Service Government Govermnment
Fund Fund Fund Funds Funds
ASSETS
Cash and cash equivalents $ 800 $ - $ - $ 800 $ 600
Receivables (net of allowances

for uncollectiles) 287,158 - 3,096 300,254 345 661
Restricled assets:

Cash and cash equivalents 86,622 15,984 70,820 168,526 153,032
Due from other funds - - 835831 635,831 402,495
Due from component unit 2,082 - - 2,062 13,306
inventory 18,078 - - 18,078 27,658

Total assets 404 520 10,084 700,847 1,125,351 942 752
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and other

current liabilities 129,083 - - 129,083 233,575
Accrued wages payable 16,872 - - 16,872 14,201
Due to other funds 518,526 117,304 - 635,830 402,495

Totai liabilities 564,481 117,304 - 781,785 650,271
Fund balances:
Nonspendable 18,078 - - 18,078 27,658
Restricted for:

Debt service - - 709,847 705,847 404,338

Police department 13,207 - - 13,207 64,731

Street improvement 67,961 - - 67,961 3,443
Assigned for:

Capital improvements 5,455 - - 5,455 5427
Unassigned (364,662} (106,320} “ {470,982) (213.116)
Total fund balances {259,881) (108,320} 709,847 343,566 292 481
Total liabilities and fund balances $ AQ4 520 % 10,984 S 709,847 $ 942 752

Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial

resources and, therefore, are not reported in the funds. 13,683,500
included in the items refated to position is the recognition of the

City's proportionate share of the net pension liability required

by GASS 68 in the amount of $1,600,601, a deferred inflow

of $3,926, and a deferred ouiflow of $489,926. The net effect

of this is o decrease net position. (1,114,601}
Long-term liabilities applicable to governmental activities are not

due and payable in the current period and accordingly are not

reported as fund liabilities. Interest an lang-term debt is not

accrued in governmental funds, but is recognized as an

expendilure when due. (5,100,931}

Net position of governmental activities %5 4811534

The accompanying notes are an integral part of this slatement.
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Revenues

Taxes:
Property
Sales
Franchise
Other

Fines and forfeitures

Fees, licenses, and permits
ieases and rentals
Aviation fuel sales

Pro Shop sales
inferest income

intergovernmental revenues

Qther income

Total revenues

Expenditures
Current:

General government

Street
Public safety:
Palice
Fire
Heaith
Park
Cemetery
Airport
ATV park
Golf course
Debt service:
Principal
Interest
Capital outlay

Total expenditures

Excess of revenues over
{under) expendifures

Other financing sources {uses)
Loan proceeds
Operating transfers (net)
Total other financing
sources {uses)
Net change in fund balance

Fund Lalance - October 4

Fund balance - September 30

CITY OF CHILDRESS, TEXAS

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2017

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2016

2017 2016

Capital Total Total
General Projects Debt Service Governmant Government

Fund Fund Fund Funds Funds
§ 618057 $ $ 649,953 $ 1,268,010 $ 1,055,502
802,885 - 802,895 786,640
182,886 - - 182,886 189,104
214,195 - 152,368 366,563 365,772
428,260 - - 428,260 465,965
263,865 - - 263,865 199,186
118,369 - . 116,369 89,148
3,862 - - 3,862 63,331
48,632 - - 48,632 38,048
1,529 267 114 1,810 1,820
293,229 - - 293,229 89,616
153,357 - - 153,357 263,831
3,127,136 267 802,435 3,929,838 3,607,963
238,529 - - 238,529 347,054
335,184 - - 335,184 315,806
1,172,851 - - 1,172,851 1,080,329
gz0,102 - - 620,102 530,873
73,874 - 73,874 53,438
455,043 - - 455,043 398,221
37.863 - 37,863 65,779
14,536 - - 14,536 108,463
50,658 - - 50,656 1,252
680,745 - 680,745 666,314
164,385 275,211 439,596 421,250
10,875 - 133,583 144,458 158,586
473,310 8,000 - 481,310 1,323,025
4,327 953 8,000 408,794 4,744,747 5,470,390
{1,200,817) (7,733 393,641 (814,909) (1,862,427)
806,449 - - 806,449 290,000
207 423 (59,746} {88,132) 59,545 714,687
1,013,872 (59,746} (68,132) 865,094 1,004,687
(186,945) (67,479} 305,509 51,085 (857,740)
{73,016) (38,841} 404,338 292,481 1,150,221
$ (258,961 $  {106,320; $ 709,847 $ 343,566 $ 292,481

The accompanying notes are an integral part of this statement.
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CITY OF CHILDRESS, TEXAS
RECONGILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE OF

GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30,2017

Amounts reported for governmentat activities in the statement of activities are different because:
Net change in fund balances-total governmental funds 3 51,085

Governmental funds report capital outiays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their estimated useful fives and
reported as depreciafion expense. This is the amount by which depreciation exceed
capital outlays in the current period. (51,106)

The issuance of long-term debt provides current financial resources to governmental
funds, while repayment of the principal of fong-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. This amount is the net effect of these differences in the
treatment of long-term debt and refated items. (344,263)

The impiementation of GASB 68 required that certain expenditures be de-expensed
and recorded as deferred resource outflows. The City's share of the unrecognized

deferred inflows and outflows for TMRS as of the measurement date had to be
amortized. The net effect is to decrease net position. (151,904)

Changeas in net position of governmental activities $ (456,188)

The accompanying notes are an integral part of this statement.
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CITY OF CHILDRESS, TEXAS
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 38, 2017
WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2016

2017 2016
Budgeted Amounts Variance with
Final Budget-
Actual Positive Actual
Qriginal Final Amounts {Negative) Amounts
Revenues
Taxes:
Property $ 1,108,738 $ 1,408,443 $  B18,057 $ (790,386) $ 899,973
Sales 760,000 760,000 802,895 42,895 786,640
Franchise 235000 235,000 182,886 (52,114) 189,104
Other 455 000 455,000 214,195 (240,805) 365,772
Fines and forfeitures 397,500 425,000 428,280 3,260 465,965
FFees, licenses, and permits 278,500 243,045 263 865 20,820 199,186
Leases and rentals 43,200 99,000 116,369 17,369 89,148
Aviation fuel sales - - 3,862 3,862 63,331
Pro Shop sales 60,000 60,000 48,632 {11,368) 38,048
Interest income 1,500 1,500 1,528 29 1,043
Intergovernmental revenues 188,000 271,500 293,228 21,729 49,616
Other income 32,900 32,500 153,357 120,457 283,831
Totat revenues 3,561,338 3,991,388 3,127,136 (864,252) 3,411,657
Expenditures
Current:
General government 248 578 294 535 238,529 56,006 347,054
Street 418,008 400,000 335,184 54,816 315,806
Public safety:
Police 930,521 1,112,161 1,172,851 (59,650} 1,080.329
Fire 509,089 560,578 620,102 {59,524} 530,873
Health 106,659 85,000 73,874 11,126 53,438
Park 264,774 386,000 455,043 (69,043) 368,221
Cemelery 157,574 50,000 37,863 12,137 65,779
Airport 12.000 17,300 14,536 2,764 108,463
ATV park 47,750 47,750 50,656 (2.906) 1,252
Golf course 573,730 675,000 680,745 (5,745) 666,314
Debt service:
Principal 117,060 117,060 164,385 (47.325) 176,250
Interest - - 10,875 (10,875) 14,820
Capita! outlay 315,000 242 250 473,210 {231,060} 260,709
Total expenditures 3,700,754 3,988,634 4,327,853 {339,319) 4,019,308
Excess of revenues over
expenditures (139,418) 2,754 (1,200,817} (1,203,571) (607,651)
QOther financing sources (uses)
L.oan proceeds - - 806,449 805,449 280,000
Operating transfers (net) (270.060) (270,000) 207,423 477 423 112,680
Total other financing
sources (uses) {270,000 (270,000) 1,013,872 1,283,872 402,690
Net change in fund balance {409 416} (267 .246) {186,945) 80,301 {204,961)
Fund balance - October 1 (73,0186) (73.016) (73,016) 131,845
Fund balance - September 30 $  (482.432) $  (340,262) $ {259,961 $ 80,301 3 (73,016)

The accompanying notes are an integral part of this statement.
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CITY OF CHILDRESS, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2017
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2016

Water and
Sewer Fund
Assets 2017 2016
Current assets:
Cash and cash equivalents 3 600 3 600
Accounts receivable (net of aliowance for uncollectibles) 382,708 240,647
Total current assets 383,308 241 247
Noncurrent assets:
Restricted cash and cash eguivalents 22,704 4,618
Capital assets:
Land 38,722 39,722
Buildings and improvements 4,461,569 4,461,569
Equipment 2,175,291 1,971,411
Landfill permit 154,407 154,407
Less accumulated depreciation and amortization (4,363,361 (4,175,267)
Total capital assets (net of accumulated
depreciation 2,467,628 2.451,842
Total noncurrent assets 2.490,332 2,456,460
Tolal assets 2,873.640 2,697,707
Deferred Outflow of Resources
Pension expenditures 201734 202 511
Liabilities
Current liabilities:
Bank overdraft 101,363 221,567
Accounts payable and other current liabilities 135,466 331,105
Accrued interest payable 5,296 6,438
Accrued wages 7,416 5478
Compensated absences-current 2,952 2,797
Payable to government agencies 9,723 10,147
Current portion lease payable 75,096 22,235
Current portion long-term note payabie 36,397 48,805
Total current liabilities 373,708 648,672
Current liabilities payable from
restricted assets:
Customer deposits-payable from
restricted assets 122,620 120,670
Noncurrent liabiities:
Estimated liability for landfill closure
and posiclosure care costs 303,296 281,382
Compensated absences 26,570 25,178
Net pension obligation payable 659,074 583,021
Lease payable {(net of current portion) 130,020 99,778
Note payabie (net of current portion) 811,080 847,316
Totat noncurrent liabilities 1,930,037 1,836,675
Total liabilities 2,426 366 2,606,017
Deferred Inflow of Resources
Pension expenditures 1,617 2,083
Net Position
Invested in capital assets,
net of related debt 1,415,035 1,433,608
Unrestricted (767,644; {1,141,490)
Total net position $ 647,391 5 292,118

The accompanying notes are an integral part of this statement.
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CITY OF CHILDRESS, TEXAS
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2017
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2016

Business-type

Activities -
Enterprise
Fund
Operating revenues: 2017 2016
Charges for sales and services:
Water $ 2,169,539 $ 1,877,157
Sewer 667,151 647,227
Trash 776,673 754,381
Other 28,086 397,070
Total operating revenues 3,641,449 3,775,835
Operating expenses:
Payroll costs 1,093,868 956,081
Office expenses 45 508 33,950
Maintenance and repairs 136,157 289,893
Supplies 212,752 170,967
Insurance 33,561 23,365
Utilities 52 488 120,990
Professional fees and special services 12,021 28,992
Water purchases 1,188,338 1,167,294
Travel and lodging 4,325 4,660
Fuel 87,117 97.785
Dues and subscriptions 83,797 84,162
Depreciation and amortization 188,094 194,376
Landfill closure and posiclosure costs 21,915 22,539
Bad debt - 38,428
Misceilanecus 28,922 113,378
Total operating expenses 3,168,963 3,346,860
QOperating income 472,486 428 975
Non-operating revenues {(expenses).
inferest income 87 -
inferest expense (42,823} (41,638)
Total non-operating revenues {expenses) {42,736) (41,638)
Loss bafore contributions and transfers 429,750 387,337
Contributions and operating transfers:
Operating transfers (net) (74,477) (736,567)
Net centributions and operating
transfers {74 477) {736,567)
Change in net position 355,273 {349,230)
Total net position - October 1 292,118 641,348
Total net position - September 30 3 847,381 $ 292 118

The accompanying notes are an integral part of this statement.
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CITY OF CHILDRESS, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 20165

Proprietary
Fund Type
Water &
Sewer
2017 2016
Cash flows from operating activities
Receipts from customers and users $ 3,459,388 $ 3,762,980
Payments to suppliers {1,984,689) {1,984,617)
Payments to employees {1,090,483) {901,016)
Net cash provided by operafing activities 424 216 877,347
Cash flows provided by noncapital
financing activities
Operating transfers (74 477} (736,567}
Cash flows from capital and related
financing activities
Purchase of eguipment (203,880} {99,684)
Lease proceeds 155,534 -
Debt repayment (121,175) (68,256)
Interest paid on debt (43,965) (42,182)
Net cash provided by
financing activities (213,488) (210,132)
Cash flows from investing activities
Interest income 87 -
Cusicmer deposits 1,850 2,530
Net cash provided by
Investing activities 2,037 2,530
Net increase in cash and cash equivalents 138,290 (66,822)
Cash and cash equivalents at beginning of year (216,349) (149,527)
Cash and cash equivalents at end of year ) (78,059) $ (218,349)
Reconciliation of operating income to
net cash provided (used} by operating
activities:
Operating income % 472,486 3 428 975
Adjustments to reconcile operating income {0
net cash provided {used) by operating
activities:
Depreciation and amortization 188,084 194,376
{Increase} decrease in cusrent assets:
Receivables (142,061) (12,855)
Increase {decrease) in current liabilities:
Accounis payable (195,639) 183,267
Accrued payroll 3,485 (1.977)
Payable to government agencies {424) 5,880
Landfill closure postclosure 21,914 22,638
Net pension obligation 78,361 57,042
Net cash provided by
operating activities % 424,216 $ 877,347

The accompanying notes are an integral part of this statement.
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CITY OF CHILDRESS, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED SEPTMEBER 30, 2017
WITH COMPARATIVE TOTALS FOR THE YEAR ENDED SEPTEMBER 30, 2016

Revolving L.oan Fund

2017 2016

Assets
Receivables (net of allowances

for uncoliectibles) $ 376,838 $ 385177
Restricted assets:

Cash and cash equivalents 46,316 37,618

Total assets 423,154 422 795

Net Position
Restricted for:

Civic development projects 423 154 422,795
Total net posiion 3 423154 § 422795

The accompanying notes are an integral part of this statermnent.
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CITY OF CHILDRESS, TEXAS
STATEMENT OF CHANGE IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017
WITH COMPARATIVE TOTALS FOR THE YEAR ENDED SEPTEMBER 30, 2016

Revolving Loan Fund

2017 2016
Additions

Community development 3 - $ -
interest 358 1,291
Total additions 359 1,291

Deductions
Community development - -
Total deduction - -
Change in net assets 359 1,291
Net position - Ociober 1 422,795 421,504
Net position - September 30 $ 423,154 $ 422795

The accompanying notes are an integral part of this statement,
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CITY OF CHILDRESS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2017

A, Summary of Significant Accounting Policies

The financial statements of the City of Childress, Texas, {City} have been prepared in conformity
with accounting principles applicable to governmental units which are generally accepted in the
United States of America. The Governmenial Accounting Standards Beard (GASB) is the
accepted standard seiting body for establishing governmental accounting and financial reporting
principles.

Reporting Entity

The City was incorporated on May 22, 1922, The City operates under a Council-Manager form of
government and provides the following services as authoerized by its charter: public safety (police
and fire), highways and sireets, sanitation, health and social services, culture and recreation,
public improvements, planning and zoning, and general administrative services.

As required by generally accepted accounting principles, these financial statements present the
City of Childress (primary government) and its compoenent units. The individual component units
discussed below are included in the City's reporting entity because of the significance of its
operational and financial relationship with the City. Each of the City's component units has a
September 30th year-end.

Discretely Presented Component Units

Childress Economic Development Corporaticn - The activities of the Childress Economic
Development Corporation are included in the City's accompanying financial statements as a
component unit. This Corporation is a separate nonprofit governmental unit administered by a
five-member board and the City's mayor and city manager as ex officio members. The City
exercises significant oversight in approving budgets, corporate records, and accounting records
of the Corporation.

The City of Childress Housing Finance Corporation - The City of Childress has created the City of
Childress Housing Finance Corporation. The Corporation has been formed to develop a means
of financing the cost of residential ownership and development that will provide decent, safe and
sanitary housing for low and moderate income residents of the City. The Corporation is a
separate proprietary unit administered by a five-member board appointed by the City Council.
The City exercises significant oversight in approving hudgets, accounting, and corporate records.
For the year ended September 30, 2017, the Corporation had no activity.

Further financial information for the City's component units can be obtained from the City's
Administrative Offices.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement
of changes in net position) report information on all of the nonfiduciary activities of the primary
government and its component units. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, which rely
to a significant extent on fees and charges for support. Likewise, the primary government is
reported separately from certain legally separate component units for which the primary
government is financially accoluntable,
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CITY OF CHILDRESS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2017

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

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reporied as separate columns in the fund financial statements.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues result from providing goods and services in connection with a proprietary
fund's principal ongoing operations; they usually come from exchange or exchange-like
transactions. All other revenues are nonoperating. Operating expenses can be tied specifically
to the production of the goods and services, such as materials and labor and direct overhead.
Other expenses are nonoperating.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For the purpose, the government considers revenues to be available if they are
collected within 80 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are
alt considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. Only the portion of special assessments receivable due within the current
fiscal period is considered to be susceptible to accrual as revenue of the current period. All other
revenue items are considered to be measurable and available only when cash is received by the
government.
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CITY OF CHILDRESS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2017

The government reports the following major governmental fund:

The general fund is the government's primary operating fund. it accounts for all financial
resources of the general government except for those required to be accounted for in other funds.

The debt service fund accounts for the resources accumulated and payments made for principal
and interest on long-term obligation debt of governmentai funds.

The capital projects fund is used to account for funds reserved for capital improvements.
The government reports the following major proprietary fund:

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

Other Fund Types

Fiduciary fund is used to account for the revolving lcan fund providing financing for civic
development projects for the benefit of individuals, private organizations or other governments.

B. Assets, Lizbilities, and Net Position or Equity

1.

Deposits and Investments

Cash and cash equivalenis are considered {o be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

Cash in all funds is combined inte one bank account in order {o maximize investment
opportunities. Although individual funds may experience temporary overdraft liabilities, a positive
balance is maintained in combined cash.

All investments are recorded at fair value based cn quoted market prices. Fair value is the
amount at which a financial instrument could be exchanged in a current transaction between
wiliing parties.

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding
at the end of the fiscal year are referred to as “due to/from other funds.” Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances.”

Iinventory

Inventories are valued at cost using the first-inffirst-out (FIFO) method. Inventories are recorded
as assets when purchased and charged to operations when used.
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CITY OF CHILDRESS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2017

4. Restricted assets

5.

Restricted assets in the Water and Sewer Fund and Nonexpendable Trust Fund, held for spegcific
purposes in accordance with legal restrictions.

Capital Assels

Capital assets, which include land, buildings, equipment, improvements purchased or acquired,
are carried at historical cost or estimated historical cost if historical cost is not available.
Contributed assets are recorded at fair market value as of the date donated. Additions,
improvements and other capital outlays that significantly extend the useful life of an asset are
capitalized. Other costs incurred for repairs and maintenance are expensed. A capitalization
threshold of $5,000 is used for all capital assets.

GASB 34 requires infrastructure assets (e.g., roads, bridges, sidewalks, and similar items) to be
capitalized and depreciated. The City has determined that the net value of infrastructure assets
at October 1, 2003, would be immaterial to the government-wide financial stalements. The Cily
has elected not to include infrastructure assets as required by GASB 34 prior to October 1, 2003,
but to record all subseguent additions,

Depreciation on capital assets is calculated on the straight-line basis over the following estimated
usefui lives:

Assels Years
Buiidings and improvements 20-40
Equipment 5-10

Fund Equity

The following classifications of fund equity describe the relative strength of the spending
constraints:

e Nonspendable fund balance--amounts that are not in nonspendable form (such as
tnventory} or are required to be maintained intact.

o Restricted fund balance—amounts constrained to specific purposes by their providers
(such as grantors, bondhaolders, and higher levels of government), through constitutional
provisians, or by enabling legistation.

s  Committed fund baiance—amounts constrained to specific purposes by the City itself,
using its highest level of decision-making authority (i.e., City Council). To be reported as
committed, amounts cannot be used for any other purpose unless the City takes the same
highest level action to remove or change the constraint.

) Assigned fund batance—amounts the City intends to use for a specific purpose. Intent
can be expressed by the City Council or by an official or body to which the City Council

delegates the authority.

® Unassigned fund balance~~amounts that are avatiable for any purpose. Positive amounts
are reported only in the general fund.
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CITY OF CHILDRESS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2017

The City Council establishes (and modifies or rescinds) fund balance commitments by passage of
an ordinance or resoiution. This is typically done through adoption and amendment of the
budget. A fund balance commitment is further indicated in the budget document as a designation
or commitment of the fund (such as for special incentives). Assigned fund balance is established
by the City Council through adoption or amendment of the budget as intended for specific
purpose (such as the purchase of fixed assets, construction, debt service, or for other purposes).

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, The City considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are
avaitable, the City considers amounis to have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed, unless City Council has provided
otherwise in its commitment or assignment actions.

C. Stewardship. Compliance, and Accountability

1. Budgetary Information

The official budget was prepared for adoption for the General Fund. The following procedures
are followed in establishing the budgetary data reflected in the general purpose financial
statements:

a.  Prior to the beginning of the fiscal year, the City prepares a budget for the succeeding fiscal
year. The operating budget includes proposed expenditures and the means of financing
them.

D, A meeting of the City Council is then called for the purpose of adopting the proposed budget.
At least ten days' public notice of the meeting must have been given.

c. Prior to the start of the fiscal year, the budget is legally enacted through passage of a
resalution by the City Council.

Once a budget is approved, it can be amended only by approval of 2 majority of the members of
the City Council. As required by law, such amendments are made before the fact, are reflected in
the official minutes of the City Council and are not made after fiscal year end. During the year,
the budget was amended as necessary. All budget appropriations fapse at year-end.

D. Detailed Notes on All Funds

1.

Deposits and investments

Cash includes demand deposits. The Cily is authorized fo invest its funds under State law in
obligations of the United States or its agencies, the State of Texas or its agencies, other
obligations which are unconditionally guaranteed by the State of Texas or the United States,
obligations of other governmental agencies with a bond rating of not less than AA or its
equivalent, and certificates of deposit that are insured by Federal depository insurance and fully
collateralized direct repurchase agreements. During the year ended September 30, 2017, the
City did not own any investments other than those permitted by statute.
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CITY OF CHILDRESS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2017

Cash Deposits:

At September 30, 2017, the carrying amount of the City's deposits (cash, certificates of deposit,
and interest-bearing savings accounts included in temporary investments) was $135,635 and the
hank halance was $283,009. At September 30, 2017, the City's cash deposits were covered by
FDIC insurance.

Tha Childress Economic Development Corporation deposits were $552,974, and the bank
batance was $548,148. At September 30, 2017, the CEDC's cash deposits were covered by
FIDIC insurance or by pledged collateral held by the agent bank.

Deposits of the City can be exposed to risk that has the potential to result in losses. The
following is an analysis of those risks:

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
cbligations.

The City will minimize credit risk by limiting investments to certain types of securities, pre-
qualifying the financial institutions, broker/dealers, intermediaries, and advisers with which
the City will do business, and diversifying the investment portfolic so that the impact of
potential losses from any one type of security of from any one individual issuer will be
minimized. At year-end, the City was not significantly exposed to credit risk.

Custodial credit risk occurs when deposits are not covered by depository insurance and the
deposits are uncollateralized, collateralized with securities held by the pledging financial
institution, or collateralized with securities held by the pledging of financial institution, or
collateralized with securities held by the pledging of financial institutions trust department or
agent but not in the City’s name. At vear-end, the City was not significantly exposed to
custodial credit risk.

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's
investment in a single issuer.

Te eliminate risk of loss resulting from over-concentration of assets in a specific maturity,
issuer, or class of securities, all cash and cash eguivalent assets in all City funds shall be
diversified by maturity, issuer, and class of security. At year-end, the City was not
significantly exposed to concentration of credit risk related to deposits and investments.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of
an investment.

The City will minimize interest rate risk by structuring the investment portfolio so that
securities mature to meet cash requirements for ongoing operations, thereby avoiding the
need to sell securities on the open market pricr to maturity. The City's policy is to not directly
invest in securities maturity more than six (6) months from date of purchase. The City will
also invest operating funds primarily in shorter-term securities, money market mutuat funds,
or similar investment pools and limits the average maturity of the portfolio. At year-end, the
City was not exposed to inferest rate risk.
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Receivables

Primary Government

Receivables at September 30, 2017, consist of the following:

General Water &
Fund Sewer Fund Total

Taxes and assessmenis $ 418,615 % - $ 418615
Customer-trade - 560,407 560,407
Paving 119,069 - 119,069
(Gross receivables 537,684 560,407 1,098,091
Less: Allowance for

uncollectible accounts 237.430 177.69%9
Net {otal receivables $..300,254 $ 382708

Discretely Presented Compenent Unit

Childress Econamic Development Corporation receivables at September 30, 2017, consist of the
following:

Taxes and assessments $ 72,873
Notes receivable 20,452
Total receivables 3 03,326

Revelving Loan Fund Receivables

The proceeds from the loan repayment and interest are returned to the Trust Fund and are
available for future business development loans that meet a published loan criterion. At
September 30, 2017, four small business loans were receivable. The total due on these loans
was $86.838, and interest rates range from 0% to 2%. All loans are secured.

Revolving Loan Fund also had a note receivable from the City of Childress at year-end of
$290,000.

Property Taxes

Property taxes are levied by October 1 on assessed value listed as of the prior January 1 for all
real and business property located in the City in conformity with Subtitie E, Texas Property Tax
Code. Taxes are due on receipt of the tax bill and are delinquent if not paid before February 1 of
the year following the year in which imposed. On January 1 of each year, a tax lien attaches to
property to secure the payment of all taxes, penalties, and interest ultimately imposed.

The City is permitted by state law fo levy taxes for general governmental services, and the
payment of principal and interest on long-term debt. The tax rates to finance general
governmental services and the payment of principal and interest on long-term debt for the year
ended September 30, 2017, were $.335189 and $.343128, respectively, per $100 valuation, for a
total of $.678317.
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Restricted Assets

Restricted assets in the Water and Sewer Fund and Nonexpendable Trust Fund, held for specific
purposes in accordance with legal restrictions, are comprised of the following:

General Fund

For capital improvement $ 73415
For public safety 13.207
Total General Fund 86.622

Capital Projects Fund
For capital improvement 10.984

Debt Service Fund:

For debt service 70,820
Total Governmental Funds 168,526

Water and Sewer Fund:
For customer deposits 22,704

Economic Development
For business deveiopment 517,306

Nonexpendable Trust Fund:

For husiness development: 46,316
Total restricted assets $ 754,852

27



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

H. Plant,_ Equipment,_and Depreciation

Activity for the year ended September 30, 2017, is as fellows:

Beginning Additions/ Retirements/ Ending
Balance Transfers Transfers Balance
Governmental activities;
Capital assets, not being
depreciated:
L.and $ 865,366 % : $ - $ 865,366
Capital assetls, being
depreciated:
Buildings and improvemenis 10,856,928 182,488 - 11,039,416
Equipment 3,709,755 298 821 37,250 3.971.328
Tofal capital assets, being
depreciated: 14,566,683 481,309 37,250 15,010,742
Less accumulated depreciation
for:
Buildings and improvements (2,279,356) (264,637} - (2,543,993)
Equipment (2,426,087} (250,862} 28,335 (2.648.614)
Total accumulated
depreciation (4,705,443} (515,499} 28,335 (5,192.607)
Total capital assets, being
depreciated, net 9,861,240 (34.190) 8,915 9,818,135
Governmental activities capital
assets, net $ 10,726,606 $ (34.190) $ 8915  § 10683501
Business-type activities:
Capital assets, not being
depreciated:
Land 3 39,722 3 - $ - $ 39,722
Capital assets, being
depreciated:
Improvements 4,461,569 - - 4,461,569
Equipment 1,971,411 203,880 - 2,175,291
Total capital assets, being
depreciated: 6.432,980 203,880 - 6,636,860
Less accumulated depreciation
for:
Improvements {2,430,885) (110,833) - (2,541,718)
Equipment (1,671,681) (73,403) - (1.745,084)
Total accumuiated
depreciation {4,102,566) (184.236) - (4,286,802}
Total capital assets, being
depreciated, net 2,330,414 19644 - 2.350.058
Business-type activities capital
assets, net § 2,370,136 $.. 19644 $ - $.2.389,780
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Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

General government

Street
Police

Fire

Health

Park
Cemetery
Airport

Golf Course
ATV Park

3 1,064
48,286
66,015
66,330

780
55318
704
36,351
132,989
105.652

Total depreciation expense — governmental activities  $.515,499

Business-type activities:
Water and Sewer

Trash

Total depreciation expense — business-type activities: $.184,236

Discretely presented component unit

Economic Development
activities:

Capital assets, not being
depreciated:

|.and

Capital assets, baing
depreciated:

Buildings and improvemenis
Equipment

Total capital assets, being
depreciated:

Less accumulated depreciation
for:

Buildings and improvements
Equipment

Total accumulated
depreciation

Total capital assets, being
depreciated, net

Economic Development
assets {net)

Component Unis:

$ 128,792
55.444

Beginning Additions/ Retirements/ Ending
Balance Transfers Transfers Balance
$ 145403 5 - ] - $..145403
1,507,338 226,217 - 1,733,535
46,640 - - 46,640
1.553.978 226217 - 1.780,195
(391,004) (37,777) - (428,781)
{29,880} {5,435) - {35.315)
(420,864} (43,212} - (464,096)
1,133,094 183.005 - 1,316,099
$1.278,497 $..183.005 3 =
FEconomic Development Corporation 543212
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Long-Term Debt

The following is a summary of changes in long-term obligations of the City for the year ended

September 30, 2017:

Balance at Balance at Due
Beginning of End of Within One
Year Increase Decrease Year Year

Governmental
activities:
Certificate of okligation
bonds $3.872 000 3 - $ 255,000 $3,617,000 $ 262,000
Notes payable 472,798 - 65,130 407 668 51,481
Lease payable 220,698 298,921 119,465 400,154 125,727
Compensated
absences 111.566 - 7,612 103,954 10,385
Governmental activities
long-term debt $4677,062  $298,921 $.447,207  $4.528,776 $ 449,603
Business-type
activities:
Notes payable $ 898,221 $ - $ 48,744 $ B4a7477 $ 36,397
Lease payable 122,013 155,534 72,431 205,116 75,006
Compensated
absences 27.975 1,547 - 29522 2.952
Business-type activities
long-term debt $1,046209  $157.081  $ 121175  $1,082115 $.114,445
Component units:
Economic Development
Corporation
Compensated
absences $ 10,145 $ - $ . ..5106 $ 5033 § 504

Certificate of Obligation Bonds payable at September 30, 2017, are comprised of the following

individual issues:

Range of Final Annual Bonds
[nterest Maturity Serial Bonds Outstanding
Rates Date Payments Authorized At 9/30/17
2014 General $ 145,000 to
Refunding Bond 2.2% 2015122 164,000 $ 1,219,000 $ 784,000
2015 Ceriificates $ 102,000 0
of Obligation 3.85% 4115135 213,000 3,043,000 2,833,000
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The annual requirements fo pay principal and interest on the City's honded debt at September 30,
2017, are as follows:

Year Ending

September 30, Principai Interest Total
2018 3 262000 $ 124,668 $ 386,669
2019 269,000 117,024 386,024
2020 278,000 109,148 387,148
2021 286,000 101,002 387,002
2022 294,000 92,687 386,587
2023-27 895,000 376,525 1,271,525
2028-32 862,000 222,838 1,104,838
2033-35 615,000 47,871 662,971
Total 3 3,781,000 $1191,764  $4.972.764

The Certificate of Obligations Bonds were issued on the full faith and credit of the City and are
secured by ad valorem taxes levied against all taxable property. The bonds are serviced by the
Debt Service Fund. At September 30, 2017, $74,016 was available in this fund to service these
bonds.

Notes payable
The notes payable at September 30, 2017, consisted of the following:

Maturity interest Balance
Date Rate 9/3a117

Governmental aclivities:
Line of Credit 8/15/18 4.50% $507,528
Equipment 09/30/17 3.00% 961
Fire truck 11/01/22 3.50% 116,707
Event Center - Revolving Loan Fund 11116126 0.00% 290,000
Business-type activiligs;
Equipment 9/30/17 3.00% 299
Water meter system G/01/24 3.85% 847178

The City reinstated a $1,000,000 line of credit on August 15, 2017, secured by real estate of the
City, due on August 15, 2018, and accruing interest at a rate of 4.5%. At September 30, 2017 the
City had an unused line of credit available of $462,472.
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The annual requirements to pay principal and interest on the City's notes payable at September
30, 2017, are as follows:

Year Ending Total
September 30, Frincipal Interest Requirements

Governmental activities:

2018 $ 559,009 $ 26343 $ 585352
2019 51,144 2,856 54 000
2020 51,808 2,182 54,000
2021 52,492 1,508 54 000
2022 53,197 803 54 000
2023-27 147 .546 77 147 623
Totai $ 915196 $ 33,779 $948,979
Business-type activities:

2018 $ 36,397 $ 32272 $ 68,669
2019 37,501 30,869 68,370
2020 38,959 29411 68,370
2021 40,473 27,897 68,370
2022 42 046 26,324 68,370
2023-27 236,055 105,796 341,851
2028-32 285,641 56,210 341,851
2033-34 130,405 6,336 136,741
Total S 847477 $ 315,115 $1,162,592

Leases

Fquipment under capital lease agreements at year end had a net book value of $782,170.
Minimum future rental payments as of September 30, 2017, are as follows:

Year Ending September 30:

Governmental Business-type
Activities Activities

2018 $ 149,782 $ 82,354
2019 86,987 82,354
2020 65,254 27,912
2021 65,254 27,914
2022 65254 -
Total minimum iease payments 432,531 220,534
Amount representing interest 32,377 15418
Present vaiue of minimum lease

payments $ 400154 $205,116
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Employee Retirement Sysiem

Plan Description

The City of Childress participates as one of 872 plans in the nontraditional, joint contributory,
hybrid defined henefit 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 dependant 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 o 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 statues governing TMRS.

At retirement, the benefit is calculated as if the sum of the employee's contributions, with interest,
and the city-financed monetary credits with interest were used fo purchase an annuity. Members
may choose to receive their retirement benefit in one of seven payment options. Members may
alsc 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.

Plan provisions for the City of Childress were as follows:

Deposit rate: 7%
Matching ratio {lo employee) 2t01

A member is vested after: 5 years
Service retirement eligibility 60/5, 0/20
Updated service credit 0%
Annuity increase (no refirees) 0% of CPI

Employees covered by henefit terms:

Al the December 3%, 2018 valuation and measurement date, the following emplcyess were
covered by the benefit terms:

inactive employees or beneficiaries currently receiving benefits 34
Inactive employees entitled to but not yet receiving benefits 30
Active employees _69
Total 133
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Contributions

The confribution rates for employess in TMRS are either 5%, 6%, or 7% of employee gross
earnings, and the city matching percentages are either 100%, 150%, or 200%, both as adopted
by the governing body of the City. Under the state law governing TMRS, the contribution rate for
each City is 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 any
unfunded accrued liability.

Employees for the City of Childress were required to contribute 7% of their annual gross earnings
during the fiscal year. The contribution rates for the City of Childress were 14.71% and 15.01% in
calendar years 2016 and 2017, respectively. The City’s contributions to TMRS for the year ended
September 30, 2017, were $323,087, and were equal to the required contributions.

Net Pansicn Liability

The City's Net Pension Liability (NPL) was measured as of December 31, 2018, 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, 2016, actuarial valuation was determined using
the foliowing actuarial assumptions:

Inflaticn 2.50% per year
Overall payroll growth 3.00% per year
Investment Rate of Return 6.75%, 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-district 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 scaie BB to account for future mortality improvements.
For disabled annuitants, the gender-distinct RP2000 Combined Healthy Mortality Tables with
Blue Collar Adjustment are used with mares rates multiplied by 109% and female rates muitiplied
by 103% with a 3-year set-forward for both males and females. In addition, a 3% minimum
mortaiity rate is applied to reflect the impairment for younger members who become disables.
The rates are projected on a fully generational basis by scales BB to account for future mortality
improvements subject to the 3% floor,

Actuarial assumptions used in the December 31, 2016, valuation were based on the results of
actuarial experience studies. The experience study in TMRS was for the period December 31,
2010 through December 31, 2014, 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. Plan assets are managed on a total return basis with an
emphasis on both capital appreciation as well as the production of income, in order to satisfy the
short-term and long-term funding needs of TMRS.
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The long-term expecied rate of return or pension plan investments was determined using a
building-black method in which best estimate rangers of expected future real rates of return
{expected returns, net of pension plan invesiment 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 percentages
and by adding expected inflaticn. In determining their best estimate of a recommended
investment return assumption under the various alternative asset allocation portfolics, GRS
focused on the area between (1) arithmetic mean (aggressive} without an adjustment for
time(conservative) and (2) the geometric mean {(conservalive) with an adiustmen{ for time
(aggressive). The target allocation and hest estimates of real rates of return for each major asset
class in fiscal year 2017 are summarized in the following table:

Asset Class Target Long-Term Expected Real
Allocation Rate of Return (Arithmetic)
Domestic Eguity 17.5% 4.55%
Internationai Equity 17.5% 6.35%
Core Fixed income 10.0% 1.00%
Non-Core Fixed Income 20.0% 4.15%
Real Return 10.0% 4.15%
Real Estate 10.0% 4.75%
Absolute Return 10.0% 4.00%
Private Equity 5.0% 7.75%
Total 100.0%

Discount Rate

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

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (a)—(b)
Balance at 12/31/2015 $8,268,586
Changes for the year:
Service cost 343,103 - 343,103
Interest 555,848 - 555,848
Change of benefit terms - - -
Difference between expected
and actual experience 160,917 - 160,917
Changes of assumptions - -
Contributions - employer - 309,899 {309,899)
Contributions ~ employee - 147 526 (147 526}
Net investment income - 412,869 (412,869)
Benefit payments, including
refunds of employee
contributions (410,705) (410,705} -
Administrative expense - {4,663) 4663
Other changes - {251} 251
Net changes 649,163 454, 675 194, 488
Balance at 12/31/2016 38,917,749 $ 6,563,924 $2,353,8256

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

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

1% Decrease in 1% Increase in
Discount Rate Discount Rate Discount Rate
{5.75%) {6.75%) (7.75%)
City's net pension Lability % 3,598,509 $ 2,353,825 $ 1,331,817
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 con the Internet at www timrs.com.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended September 30, 2017, the City recognized pension expense of $537,995.
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At September 30, 2017, the City reported deferred outflows of resources and deferred inflows of
resources related {o pensions from the following sources:

Deferred Qutfiows of Deferred Inflows of
Resources Resources

Differences between expected and

actual economic experience $ 484,530 3 -
Changes in actuarial assumptions - -
Difference between projected and

actual investment earnings - 5774
Contributions subseguent {o the

measurement date 235,950 -

Total $ 720480 $ 5774

Other amounts reported as deferred outflows and inflows of rescurces related to pensions will be
recognized in pension expense as follows:

Year ended September 30

2017 $ 188,393
2018 155,631
2019
2020

Total

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

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

The city contributes to the SDBF at a contractually required rate as determined by an annual
actuarial valuation. The rate is equal to the cost of providing one-year term life insurance. The
funding policy for the SDBF programs 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.

The City’s contributions to the TMRS SDBF for the year ended 2017, 2016, and 2015 were
$5,637,$4,798, and $4,431, respectively, which equal the required contributions each year.
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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 fiscal year 2017, 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
s 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 acceplable risk levels; however, each category of coverage has its own level
of reinsurance. The City continues to carry commercial insurance for other risks of loss. There
were no significant reductions in commercial insurance coverage in the past fiscal year and
settled claims rasulting from these risks have not exceeded coverage in any of the past three
fiscal years,

Heaith Care Coverage

During the year ended September 30, 2017, employees of the City were covered by a health
insurance plan (the Plan). The City paid premiums of 3393 per month per employee to the Plan.
The Pian was authorized by Article 3.51-2, Texas Insurance Code and was documented by
contractual agreement.

Commitmenis and Contingencies

The City participates in grant pregrams, which are governed by various rules and reguiations of
the grantor agencies. Costs charged to the respective grant programs are subject to audit and
adjustment by the grantor agencies; therefore, to the exdent that the City has not complied with
the rules and regufaticns 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
combined financial statements for such contingencies.

Expenditures in Excess of Budgeted Amounts

During the year ended September 30, 2017, the City had expenditures in excess of the budgeted
amount in the General Fund in the following areas and amounts:

Public safety:

Police 59,690
Fire 59,524
Park 69,043
ATV park 2,908
Golf course 5,745
Debt service

Principal 47,325

Interest 10,875
Capital cutlay 231,060

Total expenditures $ 486,168
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Closure and Postclosure Care Cost

State and federal laws and regulations require that the City of Childress place a final cover on its
fandfilt when closed and perform certain maintenance and monitoring functions at the landfill site
for thirty years after closure. In addition o operating expenses related {c current activities of the
fandfill, an expense provision and related liability are being recognized based on the future
closure and postciosure care costs that will be incurred near or after the date the landfill no longer
accepts waste. The recognition of these landfiil closure and postclosure care costs is based on
the amount of the landfill used during the year. The estimated liability for landfill closure and
postclosure care costs has a balance of $303,286 as of September 30, 2017, which is based on
18% usage (filled) of the landfill. It is estimated that an additional $1,381,683 will be recognized
as closure and post-closure care expenses between the date of the balance sheet and the date
the landfill is expected to be filled to capacity (2048}. The estimated total current cost of the
landfill closure and postclosure care ($1,684,979) is based on the amount that would be paid if all
equipment, facilities, and services required fo close, monitor, and maintain the landfill were
acquired as of September 30, 2017. However, the actual cost of closure and postclosure care
may be higher due to inflation, changes in technology, or changes in landfill laws and regulations,

Accumulated Unpaid Vacation and Sick Leave Benefits

At September 30, 2017, the City had accrued vacation leave, comp lime and related payroll tax
liabilities of $133,477. 5ick lzave has not been accrued because it is not payable upon
termination of an employee.

Interfund Transactions

Interfund receivables and payables at September 30, 2017 consisted of the following:

Due From Due To
General Fund $ 8348 3 508,526
Capital Projects - 117,304
Interest and Sinking 625,830 -
Water and Sewer Fund - -
Component Unit - 8,346

Government interfund transfers during the year ended September 30, 2017, were as follows:

Transfer In Transfer Out
General Fund $ 505,566 3 -
Capital Projects - 67,745
Interest and Sinking - 363,343
Water and Sewer Fund - 74477

$_505,558

Eliminations

Interfund receivables, payables and transfers are reperted in the governmental activities fund
financial statements. In the entity-wide statements, interfund transfers are eliminated within the

governmental activities column,
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CITY OF CHILDRESS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2017

Purpose of Transfers

Primarily, transfers are used to 1} move assets completed in the Capital Projects Fund into the
General Fund and 2) move any amount recorded in an inappropriate fund to the correct fund in
which the amount should be accounted.

Litigation

The City is a defendant from time to time in various lawsuits. In the opinion of the City's
management, any liabilities resulting from such fawsuits will not have a material effect on the

financiat position of the City.
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CITY OF CHILDRESS, TEXAS

REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2017

SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
Last 10 Years {will ultimately be displayed)

12/31/2014 12/31/2015 12/31/2016

Total pension liability
Service Cost $ 241,040 $ 299,402 $ 343,103
Interest {on the Total Pension Liability) 202,133 541,124 555,848
Changes of benefit terms - - -
Difference between expecied and acluat experience 173,240 59,415 160,917
Change of assumptions - (10,054) -
Benefit payments, including refunds of employes

contributions (373,270) (403,884) (410,705)
Net change in Total Pension Liability 543,143 486,003 649,163
Total Pension Liability - Beginning 7,239 440 7,782 583 8,268,586
Total Pensicn Liability - Ending $ 7,782583 $ B268586 3 8.917.748
Plan Fiduciary Net Position
Condributions - Employer 3 257,664 $ 284,640 $ 309,889
Contributions - Employee 123,200 135,476 147,526
Net Investment Income 328,285 8,985 412,869
Benefit payments, including refunds of employee

contributions (373,270} {403,884) (410,705)
Administrative expense (3,438 (5,473) (4,663)
Other (283) (270) (251)
Net Change in Plan Fiduciary Net Position 333,158 19,474 454 675
Flan Fiduciary Net Position - Beginning 5,756,617 6,089,775 65,109,249
Plan Fiduciary Net Position - Ending $ 6,089,775 $ 6,109,249 $ 6,563,924
Net Pension Liability Ending (a)-(b) $ 1,692,808 $ 2,159,337 $ 2,353,825
Plan Fiduciary Net Position as a Percentage

of Total Pension Liability 78.25% 73.89% 73.61%
Covered Employee Payroll $ 1,760,008 $ 1,835,374 § 2,107,512
Net Pension Liability as a Percentage of

Covered Employee Payroll 96.18% 111.57% 111.69%
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CITY OF CHILDRESS, TEXAS

REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2017

SCHEDULE OF CONTRIBUTIONS
Last 10 Fiscal Years (will uitimately be displayed)

Actuarially Determined Contribution

Contributions in relation to the actuarially
determined contribution

Contribution deficiency (excess)

Covered employee payroll

Contributions as & percentage of covered employee
payrol!

Notes to Scheduie of Condributions

Valuation Date:

Notes

1213172014 1243172015 12/31/2016
$ -3 -3 -
3 — -~ 5 -
$ - s -8 -

0.00% 0.00% 0.00%

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

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method
Amortization Method
Remaining Amortization Period
Asset Valuation Methed
Inflation

Salary Increases

Investment Rate of Return
Retirement Age

Mortality

Other Information:

Notes

Entry Age Normal

Level percentage of Payroll, Closed

30 years

10 year smoothed market, 15% soft corridor

3%

3.50% 1o 10.5% including inflation

6.75%

Experience-based table of rates that are specific to
the City's plan of benefits. Last updated for the 2015
valuation pursuant to an experience study of the
period 2010- 2014,

RP2000 Combined Mortality Table with Blue Collar
Adjustment with male rates multipiied by 109% and
female rates multiplied by 103% and projecied on a
fully generated basis with scale BB.

There were no benefit changes during the year.
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CITY OF CHILDRESS, TEXAS
REVENUES BY SOURCE (GENERAL AND DEBT SERVICE FUNDS ONLY) -
LAST TEN FISCAL YEARS

Sales and

Fiscal Ad Valorem Other

Year Taxes Taxes intergovernmental Leases
2008 706,303 1,072,039 1,042,027 37,266
2009 732,032 1,153,266 259,372 33,842
2010 742 417 1,089,181 221,166 43,084
2011 774,253 1,167,811 235,360 171,075
2012 779,685 1,280,931 226,381 41,739
2013 794,504 1,348,606 165,809 78,874
2014 786,836 1,349,785 337,560 112,851
2015 896,161 1,373,619 142,543 134,758
2016 1,085,502 1,341,516 89,616 89,148
2017 1,268,010 1,352,344 293,229 116,369
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Traffic

Fines Interest Cther
29,804 5,723 362,110
43,336 8 968,173
81,172 1,092 603,547
188,047 3,578 693,749
243,146 2,235 628,491
149,816 281 728,447
203,006 779 764,865
217,600 1,895 1,086,604
485 965 1,820 564,396
428,260 1,643 469,716
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Total

3,255,072
3,190,029
2,791,659
3,233,873
3,202,609
3,266,637
3,555,682
3,853,180
3,607,963

3,929,571



CITY OF CHILDRESS, TEXAS
GOVERNMENTAL EXPENDITURES BY FUNCTION
{GENERAL AND DEBT SERVICE FUNDS ONLY) -
LAST TEN FISCAL YEARS

Fiscal General Public Parks and
Year Government Street Safety Fire Health Recreation
2008 202,238 347,556 604,378 387,248 7735 195,156
2009 223,134 307,909 535,751 381,126 16,894 165,283
2010 221,575 342,887 619,944 406,587 48,213 189,964
2011 250,331 315,785 796,270 447,105 45,066 213,149
2012 259,283 234,979 846,484 454,118 53,778 232,786
2013 305,464 264,351 857,746 526,375 45,695 261,518
2014 511,904 240,611 888,720 498,326 60,897 241,583
2015 431,488 282,406 1,109,915 487,747 64,971 283,361
2016 347,054 315,806 1,080,328 530,873 53,438 398,221
2017 238,528 335,184 1,172,851 620,102 73,874 455,043
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Debt

Service
Cemetery Airport ATV Park Golf Course Fund Total
119,473 262,113 11,468 296,564 393,375 2,827,302
115,240 209,995 31,200 423,747 396,562 2,806,841
132,253 162,967 - 488,421 710,250 3,323,061
103,390 284,062 33,000 531,212 665,068 3,684,538
82,306 255126 46,282 594,145 659,248 3,718,532
83,530 227,585 54,329 559,997 688,197 3,874,787
38,664 175,711 101,922 609,060 391,390 3,805,788
84,891 143,538 72,623 624,276 1,521,293 5,108,510
85,779 108,463 1,252 666,314 579,836 4,147 365
37,863 14,536 50,656 680,745 584,054 4,263 437
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CiITY OF CHILDRESS, TEXAS
PROPERTY TAX LEVIES AND COLLECTIONS
LAST TEN FISCAL YEARS

Delinquent Tax

Fiscal Assessed Combined Total Current Tax Collections

Year Value Tax Rate Tax Levy Collections Including P&l
2007 123,558,930 0.501570 £18,999 589,556 45,867
2008 130,026,075 0.526083 676,706 651,757 29,922
2009 147,087,470 0.494831 727,834 715,902 16,576
2010 156,569,030 0.480750 724,432 685,512 56,905
2011 148,285,510 (0.536532 775,147 713,944 60,310
2012 182,232,427 (.539810 772,087 705,991 68,024
2013 184,568,116 0.529818 769,121 720,511 75,287
2014 226,850,011 0.498024 775,284 721,958 66,122
2015 228,963,174 3.571740 880,936 840,785 52,750
2016 255,911,260 0.575282 1,023,733 973,590 81,912
2017 268,564 921 0.678317 1,246,556 1,214,775 53,235
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Percent of Total Outstanding

Total Tax Tax Collections Delinquent
Collections to Tax Levy Taxes
635,423 102.65% 35,932
681,679 100.73% 28,258
732,478 100.64% 40,888
742,417 102.48% 80,762
774,254 99.88% 74,234
774,015 100.25% 94,248
795,798 103.47% 97,558
788,080 101.65% 101,205
893,535 101.43% 115,068
1,055,502 103.10% 108,377
1,268,010 101.72% 118,361
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Foster & Lambert, L.L.C. Certified Public Accountants

Denise Foster C.P.A, 330 Main, P.O. Box 7
Tracy Lambert C.P.A. Childress, Texas 79201 940-937-8681

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

Mayor and City Council
City of Childress
Childress, Texas 79201

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of City of Childress, Texas, as of and for the year ended September 30, 2017, and the
related notes fo the financial statements, which collectively comprise City of Childress, Texas’ basic financial
statements, and have issued our report thereon dated June 11, 2018.

Internal Control Over Financial Reporting

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

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was
not designed to identify all deficiencies in internal controt that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified.
However, as described in the accompanying schedule of findings and questioned costs, we identified certain
deficiencies in internal confrol that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs to be material weaknesses, Finding 2017-1.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Childress, Texas’ financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our {ests
disclosed instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards and which are described in the accompanying schedule of findings and questioned costs as

Finding 2017-2, 2017-3.
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Purpose of this Report

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

slan

Foster & Lambert L.L.C.
June 11, 2018
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CiTY OF CHILDRESS, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Summary of Auditor's Results

1. Financial Statements
Type of auditor's raport issued: Unmodified
internal Centrol over financial reporting:
Material weakness(es) identified? X Yes No

Significant deficiencies identified that are
not considered to be material weaknesses? _ Yes X _No

Non compliance material to financial
statements noted? X Yes No

2. Federal Awards

Under the guidelines of 2 CFR part 200, a Single Audit was not reguired for the
year ended September 30, 2017.

Findings Reaguired to be Reporied in Accordance with Government Auditing Standards

Finding 2017-1 - Material Weakness in internal Control over Financial Reporting
Criteria

The City should maintain adequate internal control over financial reporting to ensure
accurate reporting in the City's financial statements.

Condition

During the audit, it was noted the City was not current with their bank reccnciliations
which led to reports provided to the City Council being incomplete.

Cause

Bank accounts were not reconciled in a timely manner. Reconciling items on the bank
reconciliations were not corrected in a timely manner.

Effect

Reports provided to the City Gouncil were incomplete as several transactions were not
recerded timely.
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CITY OF CHILDRESS, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Finding 2017-2 - Noncompliance — Interest and Sinking Fund
Criteria

The City issued Certificates of Obligations that require the City ta levy a tax on all taxable
property within its boundaries to pay debt service.

Condition
The City issued Certificates of Obligation that state the City will levy a tax on all taxable
property within its boundaries to pay debt service and such amounts will be deposited to

the credit of the Interest and Sinking Fund. Funds designated for interest and sinking can
oniy be used to pay the debts of the City.

Effect

The funds collected for interest and sinking were not being deposited into the Interest and
Sinking Fund.

Recommendation

We recommend that the City deposit funds collected for interest and sinking directly in
the Interest and Sinking Fund for the repayment of the City’s obligations.

Finding 2017-3 - Noncompliance - Overexpended Budget

Criteria

The City Council approves an annual budget before each fiscal year and budget
amendments are approved throughout the year to make changes to the original budget.
At no time should expenditures exceed the amended budget amounts by functional

category.
Condition

The expenditures exceeded the amended budget in the following functional categories
and in total in the General Fund during the year ended September 30, 2017

Public safety:

Potice $ 59,690

Fire 59,524
Park 69,043
ATV park 2,908
Golf course : 5,745
Debt service

Principal 47 325

Interest 10,875
Capital outlay 231,060

Cause

The amended budgets were overexpended as a result posting errors and expenditures
accrued after year-end.
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CITY OF CHILDRESS, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Effect

Expenditures exceeded budget in eight functional areas.

Recommendation

We recommend that the City carefully monitor expenditures during the year, including
items to be accrued as of September 30 of each year, and amend the budget accordingly
so that the budgeted amounts are not exceeded.

Findings and Questionad Costs for State Awards

None, under the guidelines of 2 GFR part 200, a Single Audit was not required for the
year ended September 30, 2017,
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CITY OF CHILDRESS, TEXAS
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Finding 2017-1
The City will seek training for the staff so they are more apt to record all transactions in a timely

manner so that bank reconciliations can be completed soon after month-end.  With the
implementation of timety bank reconciliations, accurate reports can be provided to City Council.

The contact person for this corrective action plan in Kevin Hodges.

Finding 2017-2

We recommend that the City deposit funds collected for interest and sinking be deposited directly
in the Interest and Sinking Fund for the repayment of the City's obligations.

The contact person for this corrective action plan is Kevin Hodges.
Finding 2017-3

The City will moritor expenditures more closely to ensure that expenditures do not exceed the
budgeted amounts.

The contact person for this corrective action plan is Kevin Hodges.
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CITY OF CHILDRESS, TEXAS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Finding 2016-1

During the audit, material misstatements were noled in the City's
Accounting records, The City was o improve accounting records
in the future.

Einding 2016-2

Records were not being maintained to monitor proper receipt of Hotel/Motel
and Franchise taxes as they are received

Einding 2016:3

There was a break down in internal control due to lack of segregation of
Duties

Einding 2016-4

The City was not maintaining supporting documentation of the transactions
of the City.

Journal entries were being made without approval of management
causing entries to be booked multiple times and incorrectly.

Einding 2016-6

Property taxes levied for debt service were not being deposited into
the Interest & Sinking Fund to be used only for the payment of debt.

Einding 2016-7
It was noted that the City's expenditures exceeded the budgeted amount in

nine functional areas of the General Fund. The City will attempt to monitor
more closely the expenditures and the budget,
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Status

Ongoeing

Corrected

Corrected

Corrected

Corrected

Ongoing

Ongoing



