-United Staces of Amcrica, the State of Texas, or any other
. [}
governmrnral® bady or agency having lawful jurisdiction or ‘any
authorized representative or agency of any of them,
. <

SECTION 8: Sales or Use-Taxyes.

Iﬁ the event any sales or use taxes, or taxes of
any similar nature, are hercafter 1mposgd upon the gathering,
teking, sale, usc or consumption of the watér received by
DE KALB under this contract, the amount of such taxes shall be

borne by ., DE KALB , in addition to all other charges, and
whenever TEXARKANA shall be requikcd to pay, colléc:, or reait
any such taxes on water Teceived by DE KALB » then DE KALB
shall grompcly reimburse TEXARKANA therefor,

SECTION 9: Unit of Measurement.

The unit of measurement for water delivered here-
under shall be 1,000 gallons of water, U, S. Standard Liquid
Measure.

SECTION 10: Title to Water.

Title to all water supplied under this agrecaent
shall remain in TZXARKANA to the point of delivery, and upon
passing through the meter installed at that péinc, title to the

water shall pass to DE KALB - Each party hereto agrees to

save. and hold the other harmless from all claims, demands and
causes of action which may be asserted by anyone on account of

the transportation, delivery and disposal of sald water whila

title rezains in such party,

SECTION 11: Easemonts.

DE KALB  agrees that TEXARKANA may have and

assign to COMPANY such eascments over any eascments, right o

y

way or property held by DE XALB s0 that the COMPANY

«15=




facilit:cs hercin annicipatcd and the placement thcrcof and
of all r~~uircd cqu‘pﬂcnt ray be npp*opr;c::ly provided,

SECTION 12: Nature of DELKALB'S Obliracion -

.

Not Payable by Taxation. v

(a) Tﬁc piymcncs required to b; made by DE KALB
under the terms of Section 1 hercof shall be due and payable
as therein specificd in any and all events and regardless of
whether chere shall bé, for any reason, a delay iﬁ the complecion
of all or any parct of cthe construction program and regardlass
‘\\\\gf whether the facilities shall Hﬁve been wholiy or par:iaily
;;;trpyed Ar damaged, and regardleés of whether TEXARKANA shall
have tendered water to DE KALB . The agreements of DE KALB
to make the payments required are separate and independent cove-
nants and DE KALB shall have no right of se:;off, Tecoupzent
" or counterclaim, The foregoing provisions of :hi§ paragraph,
however, shall not apply (1) to any payments undef Séc:ion 1 in
respect of any period during which DE KALB .shall not be
tendered any uatér by the wrongful affirmative act of TIXARKANA;
(2) to any payrents in respect of any perilod during which T-XsX-
KANA shall refuse to continue arrangements undeé its contracs
with COH-ANX for completion of the facilities chrough its wro=ng-
ful affirmative act. TEXARKANA shall ngver have the right to
decand payment of this obligation out of funds faised or to be
raised by taxation. .Any obligat%ons assuned oé in;osed on
DE KALB hereunder shall never be construed as a debt of DE KALB
of any kind as to require it under che.COnscicucioﬁ and laws
of chis Sracte to levy and collect taxes to dischatée such obli-
gation, it being expressly underscood by the parties herato thar

che.funps required for all payaents due by DE KALB are to

«16-
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be collocted from the sources rcfegréd to in the next succecd-
ing Scccion i3. ﬁE KALB ) agrees to operate and maintain
its water system in.such manner and tg?make such charges for
the water and services sqpplicd thcrcg; to all consumers so
that cthe revenues derived therefrom will always be adequate to
enable DE KALB to promptly make all payments due TEXARKANA
under the provisions of this agreement. All payments so ugde
shall be deemed expenées of maintaining'and operating the

DE KALB water systenm, ‘

\\\\\ (b) It is understood that at this time TEXARQANA
1s not in posicion to ‘guarantee the construction of the izprove-
ments, extensions and betterments to COMPANY facilities or the
date on which water way first be made available to DE KALB,
TEXARKANA.agrees, however, to make diligent effores to provide
the addicional faecilities through its contract with COMPANY, buc
is not to be liable to DE KALB for a#y damages occasioned
by delay unless such is atcributable to the fault of TEXARXAMA.
It i{s furcther understood that any obligacion on the part o TXX-
ARKANA is conditioned upon the successful sale of COMPANY bonds
in the amounts required to provide the improdeﬁents, extensions
and bettervents to its present facilities in order ro make pos-
sible delivery of water to DE KALB ‘under this contracec.

SECTION 13: Priority of TEXARKANA'S Charses = pF KAL3Z

to Fix Adecuate Rartes.

¥

(a) DE KALB represents and covenants that all
payments to be made hereunder shall constitute "operating oxpenses"
of its Waterworks Syscem with the effece that the obligacrion to
make such paywents from its Waterworks revenues under thi's con-
tract shall be an operating expensc as defincd by Arcicla 1113

of the Revised Civil Statutes of Texas, 1925, as amendad,

-17-




(») DE KALB further agrees to fix and col-

leet such racas and charges for water services to its ecustopers

as will, in combination with any oth¢} funds legally available

. o

and reasonably assured for the purpose, make possible the prempe
Payment of all expenses of operating and maintaining its Wacer
System and all payments contracted hefcundcr.

SECTION l4: Force Majeure,

(a) If for any reason of "force majeure" either
of the parcies hereto shall be rendered upable wholly or in parc
Lo carry out its obligation under this agreement, ocher cHan the
obliﬂacion of DE KALB to make the payments requited undar -
che terms of Section 1 hereof then i{f such party shall give
notice and full parciculars of such reasons in writing to the
other party within a reasonable time after the occurrence of the
évent, or cause relied on, the obligacion of the parcy givirg
such notice, so far as it ig affected by ;uch “"force majeﬁre",
shall be suspended during the continuance of the inabilizy :then
claimed, but for no longer feriod, and any such parties shall
endeavor to remove or overcome such inabi{ity witg all reasonable
dispatch. The term "force majeure" as emplofed herein shali =azq
acts of God, strikes, lock-outs, or other induserial dis:u:b::ces,
acts of publie eneny, orders or actions of any kind of the Cove—-
ment of the United States or of the State of Texas, or any civil
or =ilitary authoricy, insurreccions riots, epidemics, lane-
slides, lightaiag, earchquakes, fires, hurricanes, stores, {loods,
wasi-ouis, droughts, arrests, restraints of oovcrnment and people,
civil dxscurbanccs, explosions, breakage. or accident to danis,
wachinery, pipelines, or canals or other structures or :aéhincry.

wrale

parctial or entire failure of water supply and inabilizy on ke

-18-
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Part of TEXARKANA to deliver water hereunder, or of DE KALB

to rcsgive witar, on accnunr of anj nther aause not ¥casonably
within the control of :hc party claiming such fnabiliey, 1t is
understood and agreed that the sc:tlﬁncnc of strikes and lock-
outs shall be entirely within the discrccion of the party having
the difficulty, and that the above requirement that any force
majeure shall be remedied with all reasonable dispatch shall roc
require the settlement of strikes and lock-outs by acceding to
the dcmands.of the opposing parties when suchfsectlenent is
unfavorable to it in the judgment of the Party bhaving the diffi.
culey, No failure of TEXARKANA to Deet any obligation by reason
of force rajeure shall relieve DE XALB from its obliga:ions
to make the payments required under the terms of Seccion 1 hereo?,
(®) No damage shall be Tecoverable froa TELARNANA
by reason of che suspension of delivery of vaca; due to any of
the causes above mentioned. If TEXARKANA'S abiiicy to éeliver-
vater to DE KALB is affected by any of such causes, TR
shall promptly notify DE KALB in writing giving the par:iicu-
lars as soon as practicable after the occurrence of the cauvse or
causes for such interrupcion. If the supply of water available
to TEXARKANA is insufficieac for any reason CO serve the require-
ments of all of its custoners, then the available amount of water
will be allocated by TEXARKANA so as :o’mee: the requirenents of
its various custocers in acecordance with their respeccive neads,
(¢) 1Ic is expressly recognized by DE KALB thac
TEX2RXANA may be compelled to make necessary altera:ion;, rapairs
or excensions of new or additional water transpo*t1n~ focilicies
from tize to time during the life of chis contract and any sus-

pension of dcliv Ty to DE XALB due to such operation shall

“e
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not ba cause for claim of damagc'on'garc of TEXARXANA Provided
all rc;sonablc cffort 1s used by TEXARKANA to pEdtitde DE KALB
. ’ - with water in accordance with this contract. In such case TEXAR-
KANA shall give 'DE KALB: as much :dvancc notice as may be

Practicable of the suspension of delivery and of the estimared

duration thercof,

SECTION 15: Notices,

Any notice, Tequest, demand, Statement, or bill

Provided fog in this agreemens shall be in writing and shall b;‘
considered to have been duly delivered when sent by regisrered
wail, addressed to the City Secrecary, City Hall,.rexarkana,
Texas, or to the Cicy Secretary, Cicy Hall, DE KALB » Texas,
as the case may be, except that Toutine communications :a} be
sent by ordinary mail and éxcept that eicher Party csy, by tha
£iling of an appropriate written notice to the other, specily

some other individual to whon comzunications theseafrer are to

. be addressed,

SECTION 16; Severabilipy,

The parties herero agrec that if anf of the pro-
visions of thig contract contravene or be held invalid tnder che
-~ laws of this State, same shall not #nvalidaca the whole agraomens
but irc shali bte construed as though nec containing that particular
provision and the rights and obligacions'qf the parcies shall be
construed and in force accordingiy.

SECTION 17: Pledoo,

It is recognized that the proceeds of this consza

"

4re 1o ba pledged by TEXARKANA under its Wacexr System Asgroecmon:

wich COMRPANY for the pPayment of COMPANY bonds and in steh respoc

(2}

DE KALB agrees chat COMPANY may enforce any obliszzions cwad

o -




it by T AnhﬁVA should TLLARKA?A for.any reason fail to pursuc

ap;rop:i;:a remedics against DE kALn for thu enforecuenl of

the payments which are to be derived ﬁpr the payment of CO AY

»
. 3

indcbtedness. . ) ‘”'
' SECTION 18: .Scrvices by DE KALB __ Oueside ITrs Limits.

The parcties agree that rates charged by DE KALB
for water supplied areas and customers outside its corﬁotaie
limits may be greater than those charged for water supplied

uwithin ics limins. DE KALB , however, agtees to subait all

\\\\fuch rate 8chedules to TEXARKANA aﬁd COMPANY,

~ SECTION 19: Acknowledement and Acceptance bv pE ¥ALB

of TEXARXANA-COMPANY Water Svstem Anreement,

DE KALB acknowledges that it has been furnishad

& copy of the Water System Agreement proposed between TIXARKAXA

and COMPANY, understands the provisions thereof and theilr effect

upon DE KALB , including, without limitacion, those relzting

to the right and obligation of COHPANY upon default by TENARXANA,
to tske over, operate and maintain all facilicxes and otherwise
perfore all ocher functions of TELARKA\A in the event COMPANY
+hall become repossessed of such facilities under the vendor's
lien retaiped in cthe conveyances to TEXARKANA, including, furcher,
icts obligarion thereupon to make budgeg determinations anéd bille
inz; for water services under the procedures hereinabove sec forch
wicth relzation to :hc'saue subjects while the Egcilities aze uader
TEXARAANA'S possession and control.

SECTION 20: Advisory Commitree.

Concurrently with the execution of this contraet

DE KALB will appoint one of the menbers of its governing body

-

or onc of its officers or ecmployeces as a member of an Acvisory




-

g
. . ) ) “ .
-Conni’tge which will be composed of one mcnbcr appoin «d by cach

Cicy whizh =2y ceatract with TEX QR&&A for a »aLer Bupply. ;ﬁe.
funccion of this Commitctee will be :o consulet nn& advisc with
representatlves of TEXARKANA conccrn1n~ fucure plans for expan-
sion, methods for improved service, and other ma:cevs of mutual
interest. Said Committee Ray make recormendacions wich .e.e-ewce
to any reclated matters to the TEXARKANA 01Cy COuncil TExn.K}\é
shall keep the Coxmittee adyised as to current status of financ-

- ing, planning, consrruction and operacion of the water supply
facilircies.

. .
-

.,
™~ SECTION 21: DE KALR'S Furure Lnte*est in Fact

™,

tizdiss,

It is agreed by TEXARKAMA that ac such tize 25 all
bonds or othoer indebtedness incurred in connection with ;he acqui-
siclon ang comstruction of System facilicies by COMPANY Lave been
fully paid and discharggd, TZXARKANA will, upon DE KALB'S
request, convey to DE KALB an undivided interest in such
facilities equal to thact percentage which the amounc paid by
DE KAL3 under this contract appiied in discharging principal of
bond obligations issued by COMPANY bears :o'the ézoun: paid by
21l o:zher contrzeting municipalities, including TEXARKANA, which
has been applied in discharging principal of bond obligacions
1ssued by COMPANY, each of whom shall be entitled to a like con-
veyance vepresenting their pr0p0r~ionate conurtbutiows oL like
nature durtagz the period aforeuen:ioned In this comnaction it
is underscood that TEXARKANA, Texas, on behalf of itsels an
ﬁcxarkana, Arkansas, shall, prior to erediting it wicth the a=ounrs
as adove provided, first have credit on COMPAXNY books for the
areunt derived from rho;e two Cities and cmploya& in dischurging
p:iﬁcipal of the bond obligacions ?f Texarkana Water Supdly Coz-

Poration prior ro its mergar with COMPANY. Ac the cice of oty

«22«




coavcyhncc_ﬁﬁdcr the foregoing p;owlﬁions, :hgéngﬁiicg garee

that chey wiil, by.revision or modification of this contraes,
provide approp:iaic arrangeneonts for shc continued operazicn
and-mairtensnce. of the facilities ;cégéding to circumscances ac
the tice., It is further provided that shoula the fecilicies eves
be sold to eny Other‘pcrson or corporation, DE KALB  shall
be paid a percentage of the woney received, arrived at in the
same wanner 2s aforementioned with regard to possitle convey-
a2nces, provided thac the Sys:em shall net be sold at any ti:e.
during which the aforementioned COMPANY bonds or any interes:
thereon are outstandiﬁé and unpaid unless provision for discharge

thereof has been made under firm banking arrangements.

SECTION 22: Specially Conscrucred Tacilities o b2

Paid for ixclusivelv bv Those Benefirina,

Ic is understood chat COMPANY cay be called uzon
to finance and construct some facilities which Qill be for che
exclusiva benefit of one or more contfacting cities and thar in
such event all of the related costs will be .billed to and col-
lectad only from the benefifing city or cities independant of
the arrangezents indicated herein which appl; to all contrasz:iing
clries. Also, that in such event none of the amounts paid by arny
city for facilicies berefiting ic exclﬁsivcly shall be credized
to tkat city in arriving ac its furure incerest in the %acili:ics
conziructed for cthe benecfir of all, -

SECTION 23: TEMARKANA'S Oblimations to Ozhars.

DE KALB hereby acknowledzes its awarenass o
Yy 4

e

TEXARKAMA'S cbligarions to continue to supply chrough ics awn
Syszez the water needs of Texarkana, Arkansas, and {s furthas

avare of the terms of the concract between those two Cizios




)
‘1nb1§d£ng.the water prioritics therein established for them;
also that ocher mcea eltivs will execute coucraces with TECARKANA
for water at the same price and o:hqxuisc under essencially the
ame terms as this contrncc, the onhcrs currently :hus involved
being Avery, Annona, Hooks, Mnud . New Boston and
Wake Village, Texas. DE KALB further acknoulednes that by
means of facilicries vhich may hereafter be provided by COY?eVY
or in some other manner for the treatment and transportation of
water from the TEXARKANA supply, the Cities of Atlance, Bloochurg,

Leary Nash,

Douglassville, /Linden, haples,/Omaha and Queen Cicy, Texas, c2y
receive vater therefrom under appropriace ¢ontractual arrangccents
and that, in such event, TEXARKANA'S obliga:ion to those Cities
will be of rthe sane nature as that to cthe area Ciries first naced,
includiné DE KALB insofaxr as parcicipacion in the thea ;vail-

able supply is concerned.

SECTION 24: TEXARKA&A'S Oblication to Make Wata-
Paymencs, .

TEXARKANA agrees that the provisions hereof relac-
ing to computations of minimum monchly payments, payments for
additional water, budget de:ermina;ions, water measurements and
all other feacurés which relate to'méking water payments shall
apply to TEXARKANA in like manner as any other contracting
minicipalicy and shall be obligations of TEXARKANA with respect
to warer received by it for itself .or Texarkana, Arkansas, through
COMPANY-constructed facilicies and to the same eéxtent and with
like effect as the same features are herein provided as obliga-
tions of DE KALSB,

SECTION 25: Effective Date.

This contraect shall noc become effoceive uncil

2




.firs: .&bove wrxtteu.

a8

but sh4¢1 bccam; crfcctxvg npon‘chc Same uatq‘ﬂg%g;wn.p“ Fhe
Oy
Watex ngcom Ag;ccmcnc bucwocu 1£xARkAhA nwd CD&EAVY shall b

effectiva, Lo S 3 o o

. IN WITNESS WMERECE, the periboes hcroco, ‘seting under
. o

authority of their res pchivc govcrntwg bodic. Pyyo causcd this
sl

‘L\'f

contract to be duly cxccutgg in _geveral councg,pg;;n, seeh of
which shall constitute an‘priggnql, all gs 9{ :

ITY OF rnxzn;
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ATTEST:

jv/tlgv 3 M*«Z“

~ Cicy Se»retaty

o 2
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. . CITY OF DE kaLp .

. By -;?/'/-'////.—/s.a/k\

ATTEST: oy f T Mayer
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City Secrecary
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Attachment 9

Ability to Provide Adequate Service. The proposed area is located outside and contiguous to
the city limits, and involves a lower customer density than within city limits. The customers
adjacent to this area are already customers of the City, and are served from the nearby 6 inch
water main. DeKalb anticipates no problems serving this small additional area just as it serves its
existing areas.

Effect on the Land. There is no significant anticipated effect on land use in the proposed area.
Waterlines have been sized to support existing customers and projected growth. Due to a large
portion of the land being located in or adjacent to a floodplain, no residential or substantial
development is anticipated. Therefore, the future use of the land may likely be recreational in
nature (rodeo arena, sports facilities, etc.)
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INDEPENDENT AUDITOR’S REPORT

To the City Council
City of De Kalb, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of City of De Kalb, Texas, as of and for the year ended September 30, 2013, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City of
De Kalb, Texas, as of September 30, 2013, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, and schedule to TMRS funding progress on
pages 5-10 and 45-46 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Seott, Sixpteton, Fircher and Company, F.C.

Scott, Singleton, Fincher and Company, P.C.

Greenville, Texas
September 5, 2014



REQUIRED SUPPLEMENTARY INFORMATION
MANAGEMENT’S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management for the City of De Kalb, Texas, we offer readers of the City’s financial statements this
overview and analysis of the financial activities of the City for the fiscal year ended September 30,
2013. This discussion should be read in conjunction with the financial statements and related notes.

FINANCIAL HIGHLIGHTS:

¢ Government-wide net position reported in the Statement of Activities is $6,708,499. Of this
amount $6,807,540 is invested in capital assets or restricted for debt service or capital projects,
leaving a deficit of $99.041 in unrestricted net position.
¢ Government-wide net position decreased by $206,423 during 2013.
e Each of the City’s fund financial statements reported changes in equity as follows:
General Fund - $125,383 decrease from activities for the year.
General Fund prior period adjustments increased equity by $81,582.
Water & Sewer Fund - $8,019 decrease from activities for the year.
Water & Sewer Fund prior period adjustments increased equity by $197,552.

Comparative data is presented at the end of this section to facilitate further analysis of the City’s
financial activity.

USING THIS ANNUAL REPORT:

This annual report consists of a series of financial statements. The government-wide financial statements
include the Statement of Net Position and the Statement of Activities. These provide information about
the activities of the City as a whole and present a long-term view of the City’s financial condition. They
reflect the flow of total economic resources in a manner similar to the financial reports of a business
enterprise.

Fund financial statements report the City’s operations in more detail than the government-wide
statements by providing information about the City’s most significant funds. Governmental fund
statements tell how services were financed in the short-term, as well as what resources remain for future
spending. They reflect the flow of current financial resources, and supply the basis for funding requests
and appropriations from the State. Proprietary fund statements offer short and long-term financial
information about the activities the government operates like businesses, such as the water and sewer
system. The statements are followed by a section of required supplementary information that further
explains and supports the information in the financial statements.

The notes to the financial statements provide narrative explanations or additional data needed for full
disclosures for the government-wide statements and the fund financial statements.



REPORTING THE CITY AS A WHOLE-GOVERNMENT-WIDE FINANCIAL STATEMENTS:

The Statement of Net Position and the Statement of Activities

Government-wide financial statements provide an analysis of the City’s overall financial condition and
operations. The primary objective of these statements is to show whether the City’s financial condition
has improved or deteriorated as a result of the year’s activities.

The Statement of Net Position includes all the City’s assets and liabilities while the Statement of
Activities includes all the revenue and expenses generated by the City’s operations during the year.
Government-wide statements utilize the accrual basis of accounting, which is the same method used by
most private sector companies.

All of the current year’s revenue and expenses are taken into account regardless of when cash is
received or paid. The City’s revenue is divided into the following categories: 1) charges for services, 2)
operating grants and contributions, 3) capital grants and contributions and 4) general revenues not
associated with any specific program function. All of the City’s assets are reported whether they serve
the current year or future years. Liabilities are also reported regardless of whether they must be paid in
the current or future years.

These two statements report the City’s net position and the changes in them. The City’s net position (the
difference between assets and liabilities) provide one measure of the City’s financial health or financial
position. Over time, increases or decreases in the City’s net position are one indicator of whether its
financial health is improving or deteriorating. To fully assess the overall health of the City, you should
consider non-financial factors as well, such as changes in the City’s request for services from citizens
and the condition of the City’s facilities.

In the Statement of Net Position and the Statement of Activities, the City has two kinds of activities:
Governmental Activities — Most of the City’s services are reported here, including, administration,
public service, police, fire protection, code enforcement parks and streets. Property taxes and state and
federal grants finance most of these activities.

Business-type Activities — The City charges fees to customers to help it cover the cost of certain services

it provides. The City’s water and sewer system operations and sanitation services are reported here.

REPORTING THE CITY'S MOST SIGNIFICANT FUNDS:

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds. The City’s
administration establishes funds to help it control and manage money for particular purposes. The City’s
two kinds of funds — governmental and proprietary use different accounting approaches.



Governmental Funds — The City reports most of its basic services in governmental funds. Governmental
funds use the modified accrual basis of accounting (a method that measures the receipt and disbursement
of cash and other financial assets that can be readily converted to cash) and they report balances that are
available for future spending. Governmental fund statements provide a detailed short-term view of the
City’s general operations and the basic services it provides. We describe the accounting differences
between governmental activities (reported in the Statement of Net Position and the Statement of
Activities) and governmental funds in reconciliation schedules found at the bottom of each of the
governmental fund financial statements.

Proprietary Funds — The Proprietary/Enterprise fund is used to account for operations that are financed
in a manner similar to private business enterprises where the costs (expenses, including depreciation) of
providing water and sewer services to the general public on a continuing basis are financed through user
charges.

GOVERNMENT-WIDE FINANCIAL ANALYSIS:
Net position serves as one useful indicator of a government’s financial position. In the case of the City,

the combined net position exceeded liabilities by $6,708,499 and $6,635,788 at the close of FY 2013
and FY 2012, respectively.

FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS:

The combined net position of the City’s activities decreased by 203,423 during 2013. Unrestricted net
position — the part of net position that can be used to finance day-to-day operations without constraints
established by debt covenants, enabling legislation, or other legal requirements was a deficit of $99,041.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS:
As the City completed the year, its General Fund or governmental fund ($109,992) and the Water &
Sewer Fund or proprietary fund ($4,283,083) reported combined fund balance and net position of

$4,393,075, a combined $133,402 decrease resulting from current year fund activities.

CAPITAL ASSET AND DEBT ADMINISTRATION:

Capital Assets — the City’s investment in capital assets net of related debt reported in governmental
activities and business-type activities was $2,298,880 and $4,358,925, respectively. This investment in
capital assets includes land, buildings and improvements, equipment and vehicles. The change in the
City’s net investment in capital assets for the current fiscal year was $(53,401) and $(636,269) in each of
the respective activities.

Long-term Debt - at year-end the City had $1,042,660 in bonds and notes payable outstanding — an
increase of $376,991.

Additional information on the City’s capital assets and long-term debt can be found in notes G and I to
the financial statements.



BUDGETARY HIGHLIGHTS & ECONOMIC FACTORS:

In the fiscal year 2015, General Fund revenues and transfers in are budgeted to increase from the 2014
budget year due to an expected increase in income from several sources to include: sales tax, property
tax penalties and interest. A slight property tax increase due to higher property valuations is expected, as
well. Sales taxes are projected to make up about 24.33% of budget income. This amount could possibly
be more as new business is expected to our area. Property tax receipts will account for the largest
percentage of general fund revenue at 52.32% of the entire General Fund budget for FY 2015,

Although the overall economy has not seen any improvement, our local economy seems to have
improved over the past year. With new local business we feel that we can expect a continued increase
over the coming fiscal year. The Police Department continues to be the largest source of budgetary
expense. The Police Department expended 43.92% of the General Fund resources in FY 2014 and is
projected to expend 42.48% of the total in FY 2015. The 2015 Property Tax Rate is at .5299 per $100
and along with the slight increase in property valuations, will result in a slight increase of property tax
revenue over FY 2015. With improvements on our Wastewater Treatment Plant complete, no major
capital expenditures are expected over the coming fiscal year.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT:

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the City’s finances and to show the City’s accountability for the
money it receives. If you have questions about this report or need additional information, including
financial information for the component unit, De Kalb Industrial Foundation, contact the City
administration office at (903) 667-2410.



CITY OF DE KALB, TEXAS
COMPARATIVE STATEMENTS OF NET POSITION

SEPTEMBER 30, 2013
Govemmental  Activities Business-type _Activities Totals
2013 2012 2013 2012 2013 2012
ASSETS
Current and other assets s 349,733 295,795 313,534 § 229386 § 663,267 § 525,181
Capital assets, net 2,307,108 2,401,809 5,222,101 5,015,693 7,529,209 1,417,502
Total Assets S 2,656,841 $2,697604 55535635 85245079  S8192476 8 7,942,683
LIABILITIES
Other liabilities $ 111,968 § 84334 § 207,245 $ 534388 § 319213 § 618,722
Long-term liabilities 119,457 71,032 1,045,307 617,141 1,164,764 688,173
Total Liabilities 231,428 155,366 1,252,552 1,158,529 1,483,977 1,306,895
NET POSITION
Net investment in capital assets 2,208,880 2,352,281 4,358,925 4,398,552 6,657,805 6,750,833
Restricted for:
Capital projects (§171,256)
net of related debt of $(171,256)
Debt service 113,786 113,786
LTWSC capital
improvements deposits 35,949 35949
Unrestricted 126,536 189,957 (225,577) (305,002) (99,041) (115,045)
Total Net Position 3 2425416  $2.542238 $4283083  §4,093550 § 6,708.499 S 6,635,788



CITY OF DE KALB, TEXAS
COMPARATIVE STATEMENTS OF ACTIVITIES

SEPTEMBER 30, 2013
Governmental  Activities Business-type Activities Totals
2013 2012 2013 2012 2013 2012
REVENUES
Program revenues:
Charges for services $ 84,534 $ 57,743 $ 914,084 $ 794260 § 998,618 § 852,003
Opertating grants & contributions 20,697 34,063
Capital grants & contributions 30,500 12,694
General revenues:
Property taxes 269,702 276,342
Sales and use taxes 144,808 135,361
Franchise taxes 34,617 35,928
Penalties and interest 11,238 8,784
Investment earnings 73 78 826 792
Other 18,506 17,138
Total Revenues $ 614,675 _§ 578,131 $ 914910 8§ 795,052 $ 998618 § 852,003
EXPENSES
Administration 217,147 207,044 217,147 207,044
Police 306,253 338,166 306,253 338,166
Fire & emergency services 117,757 74,216 117,757 74,216
Code enforcement 51,962 14,214 51,962 14,214
Streets 101,760 112,531 101,760 112,531
Water, sewer & sanitation services 937,929 831,794 937,929 831,794
Total Expenses 794,879 746,171 937,929 831,794 1,732,808 1,577,965
Excess (deficiency) before transfers (180,204) (168,040) (23,019) (36,742) (203,223) (204,782)
Transfers (18,200) 89,654 15,000 (90,654) (3,200) (1,000)
Change in Net Position (198,404) (78,386) (8,019) (127,396) (206,423) (205,782)
Net Position - October 1 2,542,238 2,620,624 4,093,550 4,220,946 6,635,788 6,841,570
Prior period adjustment 81,582 197,552 279,134
Net Position - September 30 5 2425416 ) 215425238 $4,283,083 _$ 4,093,550 $6,708,499 8 6i635!788
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CITY OF DE KALB, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2013

ASSETS
Cash and cash equivalents
Receivables (net)
Delinquent property taxes receivable (net)
Franchise fees receivables
Sales taxes receivables
Warrants receivable (net)
Other receivables
Intenal balances
Due from other governmental agencies
Notes receivable
Due from primary government
Inventories
Restricted assets:
Cash and cash equivalents
Certificates of deposit
LTWSC restricted capital improvement deposits
Capital assets:
Non-depreciable land & construction in progress
Depreciable capital assets, net

Total Assets

LIABILITIES
Accounts payable
Construction payables
Book overdraft
Accrued expenses and other liabilities
Due to other governmental agencies
Due to component unit
. Accrued interest
Customer water deposits
Long-term liabilities
Due within one year:
Bonds, capital leases and notes
Compensated absences
Due in more than one year:
Bonds, capital leases and notes
Compensated absences

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted for:

Capital projects ($171,256) net of

related debt of $(171,256)

Debt service

LTWSC capital improvements deposits
Unrestricted

Total Net Position

Primary Government

Governmental  Business-type Component
Activities Activities Total Unit
$ 56,713 $ 200 $ 56913 $ 367,300
111,307 111,307
20,353 20,353
8,442 8,442
42,971 42,971
27,937 27,937
1,390 23,369 24,759
191,927 (191,927) -
633 633
128,472
14,324
7,044 7,044
290,136 290,136
36,823 36,823
35,949 35,949
104,176 267,846 372,022 87,567
2,202,932 4,954,255 7,157,187 497,686
$ 2,656,841 $ 5,535,635 $ 8192476 $ 1,095,349
§ 47,749 $ 76,336 $ 124,085 $ -
16,910 16,910
16,957 39,828 56,785
11,642 5,100 16,742
21,296 1,059 22,355
14,324 14,324
5,684 5,684
62,328 62,328
98,864 105,320 204,184
4,444 2,719 7,163
2,815 929,112 931,927
13,334 8,156 21,490
231,425 1,252,552 1,483,977 -
2,298,880 4,358,925 6,657,805 585,253
113,786 113,786
35,949 35,949
126,536 (225,577) (99,041) 510,096
$ 2,425,416 $ 4,283,083 $ 6,708,499 $ 1,095,349

The accompanying notes are an integral part of this statement.
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' CITY OF DE KALB, TEXAS

GOVERNMENTAL FUNDS
BALANCE SHEET
SEPTEMBER 30, 2013
Total
General Govemmental
Fund Funds
ASSETS
Cash and cash equivalents $ 56,713 $ 56,713
Property taxes receivable (net) 20,353 20,353
Franchise tax receivable 8,442 8,442
Sales taxes receivable 42,971 42,971
Warrants receivable (net) 27,937 27,937
Due from other funds 191,927 191,927
Other receivables 1,390 1,390
Total Assets $ 349,733 $ 349,733
LIABILITIES
Accounts payable $ 47,749 $ 47,749
Book overdraft 16,957 16,957
Wages and salaries payable 11,642 11,642
Intergovernmental payable 21,296 21,296
Due to component unit 14,324 14,324
Note payable - DIF 93,451 93,451
. Total Liabilities 205,419 205,419
DEFERRED INFLOWS OF RESOURCES
Unavailable property tax revenues 20,354 20,354
Unavailable warrant revenues 13,968 13,968
Total Deferred Inflows of Resources 34,322 34,322
FUND BALANCES
Assigned for:
Municipal court 5,604 5,604
Volunteer fire department 39,083 39,083
Police department 3,704 3,704
Keep DeKalb Beautiful 4,900 4,900
Unassigned Fund Balance 56,701 56,701
Total Fund Balances 109,992 109,992
Total Liabilities, Deferred Inflows and Fund Balances 3 349,733 $ 349,733

The accompanying notes are an integral part of this statement.
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CITY OF DE KALB, TEXAS
GOVERNMENTAL FUNDS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2013

Total fund balances - Governmental Funds

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

Capital assets used in governmental activities are not financial resources and therefore
are not reported in the governmental funds. At the beginning of the year, cost of these
assets was §3,755,071 and the accumulated depreciation was $1,353,262. In addition,
long-term liabilities, including bonds payable, are not due and payable in the current
period, and, therefore are not reported as liabilities in the funds. The beginning balance
totaled $48,528. The net effect of including the beginning balances for capital

assets (net of depreciation) and long-term debt in the governmental activities is to
increase net position,

Current year capital outlays and long-term debt principal payments are expenditures in the
fund financial statements but they should be shown as increases in capital assets and
reductions in long-term debt in the government wide financial statements. The net effect
of including the 2013 capital outlays of $32,302 plus debt principal payments of $21,814
is to increase net position.

The 2013 depreciation expense increases accumulated depreciation. The net effect of the
current year's depreciation is to (decrease) net position.

Various other reclassifications and eliminations are necessary to convert from the
modified accrual basis of accounting to accrual basis of accounting, These include
recognizing deferred revenue as revenue, eliminating interfund transactions, and
recognizing the assets and liabilities associated with capitalized debt issuance costs and
accrued interest payable. The net effect of these reclassifications and recognitions is to
increase net position.

Deferred property taxes from prior year levies 8,224
Deferred warrants revenue recognized as income 13,968
Current property taxes recognized as income 12,130
Noncurrent compensated absences recorded as liability (17,778)
Reduction of note payable transferred to proprietary fund 18,486

Net Position - Governmental Activities

The accompanying notes are an integral part of this statement.
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CITY OF DE KALB, TEXAS
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Total
General Governmental
Fund Funds
Revenues
Property taxes $ 297361 $ 297,361
General sales and use taxes 144,808 144,808
Franchise tax 34,617 34,617
Penalties and interest 11,238 11,238
Fines 47,421 47,421
Licenses and permits 4,657 4,657
Grant - police department 30,500 30,500
Charges for services 6,008 6,008
Donations 14,696 14,696
Bowie County fire rescue support 6,000 6,000
Investment earnings 73 73
Other revenue 30,987 30,987
Total revenues 628,366 628,366
Expenditures
Current
General Government:
Administrative 209,963 209,963
Public Safety:
Police 281,742 281,742
Fire and emergency services 89,726 89,726
Code enforcement 51,962 51,962
Streets 29,554 29,554
Capital Qutlay 32,302 32,302
Debt Service 21,814 21,814
Total expenditures 717,063 717,063
Excess (deficiency) of revenues over expenditures (88,697) (88,697)
Other financing sources (uses)
Operating transfer out (18,200) (18,200)
Other financing uses (18,486) (18,486)
Total other financing sources (uses) (36,686) (36,686)
Net change in fund balance (125,383) (125,383)
Fund balance at beginning of year 153,793 153,793
Prior period adjustment (Note M) 81,582 81,582
Fund balance at end of year $ 109,992 $ 109,992

The accompanying notes are an integral part of this statement.
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GOVERNMENTAL FUNDS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
SEPTEMBER 30, 2013

‘ CITY OF DE KALB, TEXAS

Net changes in fiind balances - Governmental Funds $ (125,383)

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

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

reductions in long-term debt in the government wide financial statements. The net effect

of including the 2013 capital outlays of $32,302 plus debt principal payments of $21,814

is to increase net position, 54,116

The 2013 depreciation expense increases accumulated depreciation. The net
effect of the current year's depreciation is to (decrease) net position. (127,003)

Various other reclassifications and eliminations are necessary to convert from

the modified accrual basis of accounting to accrual basis of accounting. These
include recognizing deferred revenue as revenue, adjusting current year revenue
to show the revenue earned from the current year's tax levy, eliminating

interfund transfers, and recognizing the liabilities associated with capitalized debt
issuance costs and accrued interest payable. The net effect of these
reclassifications and recognitions is to (decrease) net position.

‘ Deferred property taxes collected from prior levies $ (27,659)
Deferred warrants revenue recognized as income 13,968
Increase in noncurrent compensated absences recorded as liability (4,929)
Payoff of note payable transferred to proprietary fund 18,486
(134)
Change in Net Position - Governmental Activities $ (198,404)

The accompanying notes are an integral part of this statement.
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CITY OF DE KALB, TEXAS
PROPRIETARY FUND
STATEMENT OF FUND NET POSITION
SEPTEMBER 30, 2013

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable (net)
Receivables from other governments
Other receivables
Inventories
Total Current Assets
Restricted assets:
Restricted - Cash and cash equivalents
Restricted - Certificate of deposit
LTWSC restricted capital improvement deposits
Total Restricted Assets
Capital Assets:
Land and improvements
Infrastructure
Equipment, furniture & vehicles
Construction in progress
Undivided interest in LTWSC fixed assets
Less accumulated depreciation
Total Capital Assets, net

Total Assets

LIABILITIES
Current liabilities:
Accounts payable
Construction payables
Book overdraft
Wages payable
Compensated absence liability
Due to other funds
Payable to other governments
Accrued interest payable
Bonds and notes payable, current portion
Total Current Liabilities
Noncurrent liabilities:
Compensated absence liability
Customer water deposits
Bonds payable
Notes payable
Total Noncurrent Liabilities

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted for
Capital projects ($171,256) net of related debt ($171,256)
Debt Service
LTWSC capital improvements deposits
Unrestricted

Total Net Position

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

and Sewer Totals
5 200 § 200
111,307 111,307
633 633
23,369 23,369
7,044 7,044
142,553 142,553
290,136 290,136
36,823 36,823
35,949 35,949
362,908 362,908
60,132 60,132
6,878,934 6,878,934
279,498 279,498
207,714 207,714
329,715 329,715
(2,533,892) (2,533,892)
5,222,101 5,222,101
$ 5727562 $§ 5,727,562
3 76,336 § 76,336
16,910 16,910
39,828 39,828
5,100 5,100
2,719 2,719
191,927 191,927
1,059 1,059
5,684 5,684
105,320 105,320
444,883 444,883
8,156 8,156
62,328 62,328
920,000 920,000
9,112 9,112
999,596 9,112
1,444,479 453,995
4,358,925 4,358,925
113,786 113,786
35,949 35,949
(225,577) (225,577)
$ 4283083 $§ 4,283,083




CITY OF DE KALB, TEXAS
PROPRIETARY FUND
. STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Water
and Sewer Totals
Operating Revenues:
Charges for water services § 425046 $ 425,046
Charges for sewer services 224,261 224,261
Charges for sanitation services 220,046 220,046
Other revenue 44,731 44,731
Total operating revenues 914,084 914,084
Operating Expenses:
Salaries and expenses 165,574 165,574
Employee benefits 37,590 37,590
Purchased services 205,807 205,807
Repairs and maintenance 104,622 104,622
Other operating expenses 151,179 151,179
Supplies 43,086 43,086
Depreciation 148,696 148,696
Total operating expenses 856,554 856,554
Operating income (loss) 57,530 57,530
‘ Nonoperating Revenues (Expenses):
Investment earnings 826 826
Interest expense (28,959) (28,959)
Bond issuance costs (52,416) (52,416)
Total nonoperating revneues (expenses) (80,549) (80,549)
Other Financing Sources (Uses):
Transfers in 15,000 15,000
Change in net position (8,019) (8,019)
Net position - beginning of year 4,093,550 4,093,550
Prior period adjustment (Note M) 197,552 197,552
Net position - end of year $ 4,283,083 $ 4,283,083

The accompanying notes are an integral part of this statement,
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CITY OF DE KALB, TEXAS
PROPRIETARY FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Water
and Sewer Totals
Cash Flows from Operating Activities
Cash received from user charges $ 839,285 $ 839,285
Other operating revenues 44,731 44,731
Cash paid to employees (165,574) (165,574)
Cash paid to suppliers (463,249) (463,249)
Net cash provided by operating activities 255,193 255,193
Cash Flows from Non-Capital Financing Activities
Change in amount due from General Fund (141,269) {141,269)
Operating transfers in 15,000 15,000
Net cash used by non-capital financing activities (126,269) (126,269)
Cash Flows from Capital and Related Financing Actlvities
Acquisition of capital assets {221,894) (221,894)
Proceeds from bond issuance 780,000 780,000
Note proceeds 30,800 30,800
Bond, note and lease principle payments (104,882) (104,882)
Refunding of bonds (315,000) (315,000)
Bond issuance costs (52,416) (52,416)
Interest payments (28,349) (28,349)
Net cash provided by capital and financing activities 88,259 88,259
Cash Flows from Investing Activities
Interest income 826 826
Purchase of certificates of deposit (36,823) (36,823)
Maturity of certificates of deposit 36,278 36,278
Net cash provided by investing activities 281 281
Net increase (decrease) in cash and cash equivalents 217,464 217,464
Cash and cash equivalents at beginning of year 72,872 72,872
Cash and cash equivalents at end of year $ 290,336 $ 290,336
Reconciliation of operating income (loss) to net cash provided
(used) by operating activities:
Operating income (loss) 57,530 57,530
Depreciation expense 148,696 148,696
Change in assets and liabilities:
{Increase) decrease in receivables (33,753) (33,753)
(Increase) decrease in inventories 4,238 4,238
Increase (decrease) in accounts payable 72,063 72,063
Increase (decrease) in accrued expenses and other liabilities 3,472 3,472
Increase (decrease) in customer meter deposits 3,685 3,685
Increase (decrease) in due to other governments (738) (738)
Net cash provided by operating activities $ 255,193 $ 255,193
Supplemental data:
Noncash capital and related financing activities:
Equipment purchased via capital lease $ 26,373 3 26,373

The accompanying notes are an integral part of this statement.
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‘ CITY OF DE KALB, TEXAS

FIDUCIARY FUNDS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2013
Pension Trust
Fund
ASSETS
Certificates of Deposit $ 2,500
Total Assets $ 2,500
LIABILITIES
Accounts Payable $ (1,854)
Total Liabilities (1,854)
NET POSITION
Unrestricted 4,354
Total Liabilities and Net Position $ 2,500

The accompany notes are an integral part of this statement.
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CITY OF DE KALB, TEXAS

FIDUCIARY FUNDS
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
SEPTEMBER 30, 2013
Pension Trust
Fund
ADDITIONS
Contributions:
Non-operating transfers in 1) 3,200
Investment Earnings:
Interest 35
Total additions 3,235
DEDUCTIONS
Employee benefits 325
Miscellaneous 25
Total deductions 350
Change in Net Position 2,885
Net Position - Beginning 1,469
Net Position - Ending $ 4,354

The accompany notes are an integral part of this statement.
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CITY OF DE KALB, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of De Kalb, Texas (the City) was incorporated in 1926 as a general law, Type A municipality. The City
operates under a Council-Mayor form of government and provides the following services as authorized by its state
statutes: public safety (police and fire), highways and streets, sanitation, health and social services, public
improvements, and general administrative services.

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

In 2013, the City implemented two statements of the Governmental Accounting Standards Board (GASB) this year —
Number 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position
and Number 65, ltems Previously Reported as Assets and Liabilities. These two statements:

*  Classified items that are a consumption of net assets applicable to a future reporting period as deferred
resource outflows,

* Classified items that are an acquisition of net assets applicable to a future reporting period as deferred
resource inflows,

*  Renamed all “Statement of Net Assets” to “Statement of Net Position”,

* Required all bond issuance costs to be recorded as expenses in the year the bonds were issued,

¢ Reclassified the effect of accounting changes adopted to conform to the provisions of Statement Number 63
retroactively in statements of net position and balance sheets, if practical, for all prior periods presented. In
the period Statement Number 63 is first applied, the financial statements should disclose the nature of any
reclassifications and its effect.

¢ Required reasons for not reclassifying statements of net position and balance sheet information for prior
periods presented to be explained.

Reporting Entity

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

The De Kalb Industrial Foundation (DIF) is governed by a board approved by the City Council. The board consists
of five members appointed by the City Council and the Mayor who serves as ex-officio, The board is funded by the
City’s one-half cent sales tax dedicated to economic development and private donations from businesses and
individuals. As the City has oversight responsibility and financial accountability for DIF, the financial activities of
the board are reported as a discretely presented component unit. Financial statements for DIF may be obtained through
the City administration office.

Overview of Financial Statements

The government-wide financial statements (the statement of net position and the statement of activities) report
information on all of the activities of the City. The effect of interfund activity, within the governmental and business-
type activities columns, 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.
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The statement of activities demonstrates the degree to which the direct expenses of a given program are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific program. Program revenues
include 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given program and 2) operating or capital grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Taxes and other items not included among program
revenues are reported as general revenues.

Fund Financial Statements

The City segregates transactions related to certain functions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. Separate statements are presented for governmental and
proprietary activities. These statements present each major fund as a separate column on the fund financial statements,

Interfund activities between governmental funds and between governmental funds and proprietary funds appear as
due to/due from on the Governmental Fund Balance Sheet and on the Proprietary Fund Statement of Net Position and
as other resources and other uses on the Governmental Fund Statement of Revenues, Expenditures and Changes in
Fund Balances, and on the Proprietary Fund Statement of Revenues, Expenses and Changes in Fund Net Position. All
interfund transactions between governmental funds and proprietary funds are eliminated on the government-wide
statements. Interfund activities between governmental funds remain on the government-wide statements and appear
on the government-wide Statement of Net Position as internal balances and on the Statement of Activities as interfund
transfers.

The fund financial statements provide reports on the financial condition and results of operations for three fund
categories — governmental, proprietary, and fiduciary. Since the resources in the fiduciary funds cannot be used for
City operations, they are not included in the government-wide financial statements. The City considers some
governmental funds major and report their financial condition and results of operations in a separate column.

Governmental funds are those funds through which most governmental functions typically are financed. The
measurement focus of governmental funds is on the sources, uses and balance of current financial resources. The City
has presented the following major governmental funds:

General Fund - The General Fund is the main operating fund of the City. The fund is used to account for all
financial resources not accounted for in other funds. All general tax revenues and other receipts that are not
restricted by law or contractual agreement to some other fund are accounted for in this fund. General
operating expenditures, fixed charges and capital improvement costs that are not paid through other funds
are paid from the General Fund.

Proprietary Funds are accounted for using the economic resources measurement focus and the accrual basis of
accounting. The accounting objectives are determinations of net income, financial position and cash flow. All assets
and liabilities are included on the Statement of Net Position. The City has presented the following major proprietary
funds:

Water and Sewer Fund - The Water and Sewer Fund is used to account for the provision of water and sewer
services to businesses and residents of the City and surrounding communities. Activities of the fund include
administration, operations and maintenance of the water and sewer system, and billing and collection
activities. The fund also accounts for residential and commercial solid waste collections and disposal services
for the City.

Proprietary funds distinguish operating revenues and expenses from non-operating items, Operating revenues result
from providing goods and services in connection with a proprietary fund’s principal ongoing operations that usually
come from exchange or exchange-like transactions. All other revenues are non-operating. 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 non-operating,
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Fiduciary Fund - Agency Funds are used to account for assets held by the City in a purely custodial capacity. Since
agency funds are custodial in nature, they do not involve the measurement of results of operations. The Pension (and
other employee benefit) Trust Fund is the City’s only reporting agency fund. This fund is used to account for pensions
for retired volunteer fire department volunteers.

Basis of Accounting and Measurement Focus

Measurement focus refers to what is being measured; basis of accounting refers to when revenues and expenditures
are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of
the measurement made, regardless of the measurement focus applied.

The government-wide statements and fund financial statements for proprietary funds are reported using the economic
resources management focus and the accrual basis of accounting. The economic resources measurement focus means
all assets and liabilities (whether current or non-current) are included on the statement of net position and the operating
statements present increases (revenues) and decreases (expenses) in net total assets. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recognized at the time the liability is incurred.
Property taxes are recognized as revenues 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 met.

Governmental fund financial statements are reported using the current financial resources measurement focus and are
accounted for using the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual; i.e., when they become both measurable and available.
“Measurable” means the amount of the transaction can be determined and “available” means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period. A 60 day availability period
is used for recognition of all Governmental Fund revenues. Expenditures are recorded when the related fund liabilities
is incurred. However, expenditures related to certain compensated absences, long-term obligations, and claims and
judgments are recorded when the obligations are expected to be liquidated with expendable available financial
resources.

Revenues from local sources consist primarily of property taxes. Property tax revenues are recognized under the
susceptible to accrual concept; that is, when they are both measurable and available. The City considers them
“available” if they will be collected within 60 days of the end of the fiscal year. Miscellaneous revenues are recorded
as revenue when received in cash because they are generally not measurable until actually received. Investment
earnings are recorded as earned, since they are both measurable and available.

Other Accounting Policies

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

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

The City follows these procedures in establishing the budgetary data reflected in the financial statements:

(1) Prior to August 1, the City Manager submits to the Council a proposed operating budget for the fiscal year
commencing the following October 1. The operating budget includes proposed expenditures and the means of
financing them.

(2) Public hearings are conducted, after proper official journal notification, to obtain taxpayer comments.

(3) Prior to September 30, the budget should be legally enacted by a majority vote of all members of the Council
present.

(4) The state statues prohibit budgeting total proposed expenditures in excess of total anticipated revenues and any
unencumbered funds from prior years; therefore, expenditures may not legally exceed revenues and
unencumbered fund balances from prior years for each fund.

(5) Formal budgetary integration is employed as a management control device during the year for the General Fund.

(6) Budgeted amounts are as originally adopted or as amended by the Council,

(7) Budget appropriations lapse at year-end by total funds and are re-established in each succeeding year.

The actual expenditures exceeded the amount budgeted for police, fire protection, code enforcement, and streets
departments.

Cash and Cash Equivalents

For purposes of the statement of cash flows for the proprietary funds, the City considers all demand deposits, money
market and savings accounts, and highly liquid investments (including restricted assets) with an original maturity of
three months or less when purchased to be cash and cash equivalents.

Encumbrances

Encumbrances represent purchase orders, contracts and other commitments for the expenditure of funds.
Encumbrances do not constitute expenditures or liabilities. The City does not employ encumbrance accounting. As

it is the City’s intention to honor all commitments, the subsequent year’s appropriation will provide authority to
complete these transactions.

Delinquent Taxes Receivable
Records of taxes receivable are maintained in the General Fund.
Allowance for Doubtful Accounts

The City provides allowances for doubtful accounts based upon the anticipated collectability of each specific account,
as determined by experience. All receivable are shown net of this allowance.
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Investments

The City has adopted the Public Funds Investment Act of the State of Texas as the City’s Investment policy. The City
is authorized to invest funds with depository banks of the City, other state or national banks domiciled in Texas with
offices in De Kalb that are insured by FDIC, savings and loans domiciled in Texas with offices in De Kalb that are
insured by FSLIC, investment pools with rating of AAA or AAAm and Treasury Securities issued by the federal
government. The City is empowered by statute to invest in certificates of deposit issued by a state or national bank
domiciled in Texas or a savings and loan association and is secured by obligations guaranteed or insured by the FDIC
or its successor.

At September 30, 2013, the City’s investments consisted of certificates of deposit. Certificates of deposit with
maturities of less than 3 months appear on the balance sheet as Cash and Cash Equivalents. Certificates of deposit
with maturities of greater than 3 months appear on the balance sheet as Certificates of Deposit. Investments of this
type are recorded a cost.

Inventory

Inventories of materials and supplies in the governmental funds are accounted for using the purchase method. Under
the purchase method, purchases are recorded as expense when made and inventory is recorded at year-end. Inventory
is immaterial and is not recorded in these financial statements. In the proprietary fund inventory is carried at cost,
first-in, first-out. Obsolete items are not valued.

Restricted Assets

Restricted assets are assets whose use is subject to constraints that are either (a) externally imposed by grantors,
contributors, or laws or regulations of other governments or (b) imposed by law through constitutional provisions or
enabling legislation. When both restricted and unrestricted resources are available for use, it is the City’s policy to
use restricted resources first and then unrestricted resources as they are needed.

Restricted assets in the proprietary fund represent amounts reserved for water and sewer improvements, reserve for
bond retirement, and customer meter deposits in the water and sewer fund. The City also classifies other cash and
cash equivalents as restricted because of the restrictions due to enabling legislation,

Capital Assets

Capital Assets, which include land, land improvements, buildings, vehicles, furniture and equipment and infrastructure
assets are reported in the applicable governmental or business-type activities in the government-wide financial
statements and in the fund financial statements for the proprietary funds. Capital assets are defined by the City as
assets with an initial, individual cost of more than $1,000 and an estimated life in excess of one year. Such assets are
valued at historical cost or estimated historical cost if purchased or constructed. Donated assets are valued at their
estimated fair market value on the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives
are not capitalized. Major outlays for capital assets and improvements are capitalized as projects are constructed.

Depreciation is calculated by using the straight-line method. Estimated useful lives of assets are:

Land 0 years
Infrastructure 20-67 years
Buildings and improvements 20-50 years
Machinery and equipment 3-10 years
Vehicles 5-7 years
Fumiture and Fixtures 5-7 years

27



CITY OF DE KALB, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Construction-In-Progress

Expenditures on incomplete capital projects have been capitalized as construction-in-progress. The assets resulting
from these projects will be transferred to the appropriate asset account as the projects are completed.

Long-Term Debt

In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-type
activities, or proprietary fund type statement of net position. Bond issuance costs are expensed during the current
period. In the fund financial statements, the face amount of debt issued is reported as other financing uses.

Each Proprietary Fund individually accounts for and services the applicable bonds and notes payable which benefit
that fund.

Compensated Absences

Accumulated vacation and sick leave that is expected to be liquidated with expendable available financial resources
is reported as an expenditure and a fund liability of the governmental fund that will pay for it. Accumulated vacation
and sick leave in the government-wide and proprietary funds is recorded as an expense and a liability of those funds
as the benefits accrue to employees. In accordance with the provisions of Governmental Accounting Standards Board
Statement No. 16, “Accounting for Compensated Absences”, no liability is recorded for nonvesting accumulating
rights to receive sick pay benefits.

Risk Financing

The City provides statutory workers’ compensation benefits under an insured plan of the Texas Municipal League
Joint Workers’ Compensation Fund. Cost of the program is charged to the appropriate fund.

The City has outside property insurance coverage for major structures, primarily those used by the public and those
located in a cluster to provide protection from catastrophic losses.

The City maintains liability and comprehensive insurance coverage for all its vehicles and equipment.
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America require management to make estimates and assumptions that affect the financial statements and the
reported amounts of revenues and expenditures during the reporting period. Actual results could differ from those
estimates.

Fund Equity

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions (GASB 54). This Statement defines the different types of fund balances that a
governmental entity must use for financial reporting purposes. GASB 54 requires the fund balance amounts to be
properly reported within one of the fund balance categories as following:

Nonspendable fund balance — represents amounts that cannot be spent because they are either not in spendable form

(such as inventory or prepaids) or legally required to remain intact (such as notes receivable or principal of a permanent
fund).
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Restricted fund balance — represents amounts with external constraints placed on the use of these resources (such as
debt covenants, grantors, other governments, etc.) or imposed by enabling legislation. Restrictions may be changed
or lifted only with the consent of resource providers.

Committed fund balance — represents amounts that can only be used for specific purposes imposed by a formal action
of the City’s highest level of decision-making authority, the Council. Committed resources cannot be used for any
other purposes unless the Council removes or changes the specific use by taking the same formal action that imposed
the constraint originally.

Assigned fund balance — represents amount the City intends to use for specific purposes as expressed by the Council
or an official delegated with the authority.

Unassigned fund balance - represents the residual classification for the general fund or deficit balances in other
funds.

In circumstances where an expenditure is to be made for a purpose for which amounts are available in multiple fund
balance classifications, the order in which resources will be expended is as follows: restricted fund balance, committed
fund balance, assigned fund balance, and then unassigned fund balance.

Net Position

Net position represent the difference between assets and liabilities. Net investment in capital assets consists of capital
assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used for the acquisition
or construction of those assets.

NOTE B — DEPOSITS AND INVESTMENTS

City Policies and Legal and Contractual Provisions Governing Deposits

Custodial Credit Risk for Deposit — Statutes authorize the City to invest in bank certificates of deposit, obligations of
the U.S. Treasury and U.S. agencies, banker’s acceptances repurchase agreements and commercial paper rated A-1
by Standard & Poor’s Corporation or P- I by Moody’s Commercial Paper Record. The City’s policy is to invest in
instruments or require collateral so as to not expose the City to credit, custodial credit, custodial concentration, interest
rate, or foreign currency risks.

Deposits
At September 30, 2013, the bark balances, including time deposits were fully insured by FDIC or additional coverage
of pledged securities at all financial institutions.

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the areas of
investment practices, management reports and establishment of appropriate policies. Among other things, it requires
the City to adopt, implement, and publicize an investment policy. That policy must address the following areas: (1)
safety of principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable risk levels, (5)
expected rates of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average
dollar-weighted maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, (9) and bid solicitation preferences for certificates of deposit. Statutes authorize the City to invest in (1)
obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2) certificates of deposit, (3) certain
municipal securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers acceptances, (7)
Mutual Funds, (8) Investment pools, (9) guaranteed investment contracts, (10) and common trust funds. The Public
Funds Investment Act (PF1A) governs the City's investment policies and types of investments. The City's management
believes that it complied with the requirements of the PFIA and the City's investment policies.
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Additional policies and contractual provisions governing deposits and investments for the City of De Kalb are
specified below:

Credit Risk — To limit the risk that an issuer or other counterparty to an investment will not fulfill its obligations, the
City limits investments to those covered by the Public Funds Investment Act.

Custodial Credit Risk for Investments — To limit the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of investment or collateral securities that are in
possession of an outside party. The City requires counterparties to register the securities in the name of the City and
hand them over to the City or its designated agent. This includes securities in securities lending transactions. All of
the securities are in the City’s name and held by the City or its agent.

Concentration of Credit Risk — To limit the risk of loss attributed to the magnitude of a government’s investment in a
single issuer, the City requires investments to be made in a manner that ensures the preservation of capital in the
overall portfolio, and offsets during the 12-month period any market price losses resulting from interest-rate
fluctuations by income received from the balance of the portfolio.

Inherent Rate Risk — To limit the risk that changes in interest rates will adversely affect the fair value of investments,
the City requires any internally created pool fund group of the city to have a maximum dollar weighted maturity of
180 days. The maximum allowable stated maturity of any other individual investment owned by the City may not
exceed one year from the time of purchase. All of the City’s investments at September 30, 2013 had a maturity of one
year or less.

Foreign Currency Risk for Investments — The City does not have any investments denominated in a foreign currency.
NOTE C—~ PROPERTY TAXES

Property taxes are levied by October 1 and may be paid without penalty until January 31. Penalty and interest are
then added to payments received February 1 through June 30. An enforceable lien is attached when property taxes
become delinquent. City property taxes are recognized as revenue in the accounting period when they become
susceptible to accrual, i.e., when they become both measurable and available to pay liabilities of the current period.
Only property taxes available within 60 days from the end of the fiscal period are subject to accrual. The City accrued
$3,334 of delinquent property taxes at September 30, 2013.

The Bowie County Appraisal District bills and collects property taxes for the city of De Kalb, The State of Texas
Constitution limits the City's ad valorem tax rate for all purposes to $1.50 per one hundred dollars of assessed
valuation. Ad valorem tax revenue during the year ended September 30, 2013, was levied using a rate of $0.491 per
one hundred dollars of assessed valuation. Based on 100% of estimated market value, the City has a tax margin of
$1.009 per $100 and could raise an additional $611,451 per year from the present assessed valuation of $60,599,687
before the limit is reached. The amount assessed for the 2012 tax roll was $298,108.
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NOTE D — DISAGGREGATION OF RECEIVABLES AND PAYABLES

Receivables as of year-end for the City’s individual major funds and non-major funds, including the applicable
allowance for uncollectible accounts are as follows:

Water and
General Sewer Component
Fund Fund Unit Total
Receivables
Property taxes $ 56,733 $ - $ - $ 56,733
Franchise taxes 8,442 8,442
Sales taxes 42,971 42,971
Warrants 55,874 55,874
Customer accounts 165,640 165,640
Intergovemmental 633 633
Note receivable - City 93,451 93,451
Notes receivable 35,848 35,848
Miscellaneous 1,390 23,369 (827) 23,932
Gross Receivables $ 165,410 $ 189,642 $ 128472 § 483,524
Less: Allowance for Uncollectibles (64,317) (54,333) - (118,650)
Net Total Receivables $ 101,093 $ 135,309 $ 128472 $ 364,874

Notes receivable listed above that are due to the component unit (DIF) are not expected to be repaid within one year.

Payables at September 30, 2013 were as follows:

Wages Payable 11,642 5,100 16,742
Intergovernmental Payable 21,296 21,296
Payable to Other Governments 1,059 1,059
Accrued Interest Payable 5,684 5,684
Customer water deposits 62,328 62,328

Total Payables $ 97,644 $ 207,245 $ - $ 304,889
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NOTE E - OPERATING TRANSFERS

A summary of the net operating transfers between funds of the City for the year ended September 30, 2013 follows:

General Water & Sewer  Fireman's
Fund Fund Fund
General Fund:
Transfer out to Water & Sewer (15,000)
Trans fer out to Fireman's Fund ; (3,200)
Water and Sewer Fund transfer in to General Fund 15,000
Fireman's Fund transfer in from General Fund 3,200
(18,200) 15,000 3,200

NOTE F - DUE TO/FROM OTHER FUNDS

A summary of interfund receivables and payable balances at September 30, 2013 were:

Due from Due to

General Fund

Due from Water & Sewer Fund 3 191,927 §
Due to DeKalb Industrial Fund

Water & Sewer Fund
Due to General Fund

DeKalb Industrial Fund
Due from General Fund 14,324

14,324

191,927

$ 206,251 $ 206,251

The above transfers and the amounts due between funds have been used to facilitate the cash flow needs of each of

the respective funds as deemed necessary. It is not expected that the above amounts due between the funds will be
repaid within the next year.
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NOTE G — CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2013, are as follows:

Balance
October 1, ~ Balance
2012 September 30,
Restated (1) Additions Retirements 2013
Governmental Activities
Capital assets not being depreciated
Land $ 104,176 % - $ - $ 104,176
Capital assets, being depreciated
Infrastructure 2,366,110 ° - - 2,366,110
Buildings 709,515 - - 709,515
Equipment, Fumiture & Vehicles 575,270 32,302 - 607,572
Total capital assets, being depreciated 3,650,895 32,302 - 3,683,197
Less accumulated depreciation for:
Infrastructure 655,281 72,206 - 727,487
Buildings 224,196 13,080 - 237,276
Equipment, Furniture & Vehicles ,, 473,785 41,717 - 515,502
Total accumulated depreciation 1,353,262 127,003 - 1,480,265
Net capital assets, being depreciated 2,297,633 (94,701) - 2,202,932
Governmental Activities capital assets,net $ 2401,809 §$ (94,701) $ - $ 2,307,108
Business-type Activities:
Capital assets not being depreciated
Land & Improvements $ 60,132 3 - 3 - 3 60,132
Construction in Progress - 207,714 - 207,714
Total Capital assets, not being depreciated 60,132 207,714 - 267,846
Capital assets, being depreciated )
Infrastructure 6,878,934 - . 6,878,934
Equipment, Furnitures & Vehicles 391,752 40,553 (152,807) 279,498
Undivided interest in LTWSC 329,715 - - 329,715
Total Capital assets, being depreciated 7,600,401 40,553 (152,807) 7,488,147
Less accumulated depreciation for:
Infrastructure 1,987,588 * 134,767 - 2,122,355
Equipment, Fumitures & Vehicles 327,537 ¢ 13,930 (148,106) 193,361
Undivided interest in LTWSC 218,176 - - 218,176
Total accumulated depreciation 2,533,301 148,697 (148,106) 2,533,892
Net capital assets, being depreciated 5,067,100 (108,144) 4,701 4,954 255
Business-type Activities capital assets,net $§ 5,127232 § 99,570 % (4,701) § 5,222,101

Governmental activities capital assets additions during the year ended September 30, 2013 include purchases of one

police vehicle.
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Governmental activities depreciation expense charged to program activities was:

Administration $ 2,255
Police 24,511
Fire Protection 17,075
Streets 72,206
Public Service 10,956

$ 127,003

Business-type activities - All assets listed with the business-type activities belong to the Water and Sewer Fund. All
depreciation expense recorded in the business-type activities was charged to the Water and Sewer Fund. Business-
type activities capital assets additions during the year ended September 30, 2013 include purchases of a mini excavator,

excavator trailer, and a zero turn mower. Depreciation expense reported in Business-type activities was $148,696 for
the year.

(1) The City recorded its investment in assets previously acquired by Lake Texarkana Water Supply Corporation as a
prior period adjustment (see Note J). The adjustment increased beginning depreciable assets by $329,715 and
increased beginning accumulated depreciation by $218,176 resulting in a net increase of depreciable assets of
$111,539.

NOTE H ~ FINANCING AND RELATED INSURANCE ISSUES

In the normal course of business, the City is exposed to risks of loss from a number of sources including fire and

‘ casualty losses, errors or omissions by council members and employees, negligent acts by employees including law
enforcement officers, automobile and mobile equipment accidents, and injuries to employees during the course of
performing duties for the City.

The City attempts to cover these losses by the purchase of insurance, Currently the City purchases 100% of its risk-
related insurance through the Texas Municipal League Intergovernmental Risk Pool. The City purchases insurance
from the pool with annual maximum limits and to the extent of these maximum limits the City will incur no additional
liability due to excess insurance purchases by the risk pool. The City would be liable for claims in excess of the policy
limits. In management’s estimation, there are no current loss claims that exceed the insured maximum limits,
Significant loss experiences could subject the City to significant premium increases.

There was no reduction in insurance coverage from the prior year and in management’s estimation maximum coverage
limits are adequate.

NOTE I - LONG-TERM DEBT
Governmental activities long-term debt at September 30, 2013 is comprised of the following:

General Fund:

Note payable - State Bank of DeKalb - secured by a Chevrolet truck

Original amount of note $25,526; payable in monthly installments of $470; interest rate 4.00% 8,228
Total General Fund $ 8,228
Total Governmental Activities $ 8,228
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Governmental activities long-term debt transactions for the year ended September 30, 2013 are summarized as

follows:
Balance ) Balance
October 1, September 30, Due within
2012 Additions Retirements 2013 one year
Note payable $ 13,404 3 - $ 5,176 $ 8,228 3 5,413
Note payable 10,000 - 10,000 - -
Note payable 25,124 - - 25,124 - -
"$ 48528 § - $ 40300 $ 8228 8 5413

Business-type activities long-term debt at September 30, 2013 is comprised of the following:

Water and Sewer Fund:

Note payable - State Bank of DeKalb - Secured by a certificate of deposit
Original amount of note $30,800; payable in 12 monthly installments of
$2,609; interest rate of 3.00% 10,368

Note payable - State Bank of DeKalb - Note for purchase ofa 2012 Ford Truck
Original amount of note $20,906; payable in 48 monthly installments of
$473; interest rate of 4.00% 14,305

Capital lease for purchase of Kobelco Mini Excavator. Original amount of $26,373;
' payable in 22 monthly installments of $1,272; interest rate of 6.26% 14,759

$250,000 Series 2006 Waterworks and Sewer System Bonds, maturing serially in varying
amounts through 12-1-2025; interest rate 2.17%-5.42% for improvements and rehabilitation
ofthe water system 215,000

Limited Tax Notes - Series 2013, dated January 9, 2013; due serially in varying amounts

through August 15, 2019; interest rate 1.71% 435,000

General Obligation Refunding Bonds - Series 2013, dated January 9, 2013; due serially in

varying amounts through August 15, 2019; interest rate 2.42% 345,000
Total Water and Sewer Fund m
Total Business-Type Activities $  1,034432

Interest expense in the Proprietary Fund and Business-type Activities was $28,959 for the year. Business-type
transactions for the year ended September 30, 2013 long-term debt are summarized as follows:

Balance Balance Due within
October 1, 2012 Additions Retirements  September 30, 2013 one year
Revenue bonds payable § 575,000 $ 780,000 $ 360,000 3 995,000 % 75,000
Notes Payable 42,141 30,800 48,268 24,673 15,561
Capital Lease - 26,373 11,614 14,759 14,759
$ 617,141 $ 837,173 $ 419,882 $ 1,034432 § 105,320
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The annual requirements to retire long-term debt, exclusive of compensated absence liability, as of September 30,
2013 follow:

Governmental Acctivities Business-type Activities
For the Years Ending: Principal Interest Principal Interest Total
September 30, 2014 ‘ 5413 229 105,320 27,853 138,815
September 30, 2015 ’ 2,815 - 80,404 25,663 108,882
September 30, 2016 - - 78,708 24,032 102,740
September 30, 2017 - - 80,000 22,550 102,550
September 30, 2018 - - 80,000 21,031 101,031
September 30, 2019-2023 - - 440,000 75,835 515,835
September 30, 2024-2028 - 170,000 10,614 180,614

$ 8,228 5 229 $ 1,034,432 $ 207,578 $ 1,250,467

Capital assets with a cost of $28,918 and accumulated depreciation of $2,410 are included in capital assets.
Amortization expense for the year was $2,410 which is included in depreciation expense,

NOTE J - SHORT-TERM DEBT

On September 1, 2012, the City of De Kalb entered into an agreement with De Kalb Industrial Foundation in the
amount of $102,500, with interest of 3.00% per annum simple interest compounded annually. The principal and
interest of the note is payable in one calendar year from the date of execution. The amount of the note payable
represents unpaid 4b sales tax proceeds received by the City of De Kalb and not transferred to the De Kalb Industrial
Foundation, Inc.

Short-term debt transactions for the year ended September 30, 2013 are summarized as follows:

October 1, September 30, Due within

2012 Additions Retirements 2013 one year
Note payable -DIF § 102,500 3 9,049 3 93,451 3 93,451
"$ 102,500 - $ 9049 § 93451 $ 93451

NOTE K - EMPLOYEE RETIREMENT SYSTEMS

Plan Description

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

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and
required supplementary information (RSI) for TMRS; the report also provides detailed explanations of the
contributions, benefits and actuarial methods and assumptions used by the System. This report may be obtained from
TMRS’ website at www. TMRS.com.
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The plan provisions are adopted by the governing body of the City, within the options available in the state statutes
governing TMRS. Plan provisions for the City were as follows:

Plan Year 2012 Plan Year 2013

Employee deposit rate 6.0% 6.0%
Matching ratio (city to employee) 1tol 1to 1
Years required for vesting 5 5
Service retirement eligibility (expressed

as age / years of service) 60/5, 0/25 60/5, 0/25
Updated Service Credit 100% Repeating 100% Repeating
Annuity Increase (to retirees) 0% of CPI 0% of CPI
Contributions

Under the state law governing TMRS, the contribution rate for each city is determined annually by the actuary, using
the Projected Unit Credit actuarial cost method. This rate consists of the normal cost contribution rate and the prior
service cost contribution rate, which is calculated to be a level percent of payroll from year to year. The normal cost
contribution rate finances the portion of an active member's projected benefit allocated annually; the prior service
contribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the applicable period for that city.
Both the normal cost and prior service contribution rates include recognition of the projected impact of annually
repeating benefits, such as Updated Service Credit and Annuity Increases.

The City contributes to the TMRS Plan at an actuarially determined rate. Both the employees and the City make

contributions monthly. Since the City needs to know its contribution rate in advance for budgetary purposes, there is

a one-year delay between the actuarial valuation that serves as the basis for the rate and the calendar year when the
. rate goes into effect. The annual pension cost is $3,987 and the net pension obligation is $0.

Three-Year Trend Information

Annual Actual Percentage of Net Pension
Fiscal Year Pension Cost Contribution APC Obligation/
Ending (APC) Made Contributed Asset
2011 $ 11,569 $ 11,569 100% $ -
2012 $ 4,029 3 4,630 115% $ (601)
2013 $ 3,987 $ 3,987 100% 3 -
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