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INDEPENDENT AUDITOR’S REPORT

Members of the City Commission
City of Breckenridge, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component unit, each major fund and the aggregate remaining
fund information of the City of Breckenridge, Texas (the “City”), as of and for the year ended September 30,
2017, and the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from 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.

George, Morgan & Sneed, P.C.

1849 Wall Street | Weatherford, TX 76086-6298 | Phone 817.594.2704 | Fax 817.599.7389

Www.ams-cpa.com



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, the aggregate discretely presented
component unit, each major fund, and the aggregate remaining fund information of the City of Breckenridge,
Texas, as of September 30, 2017, and the respective changes in financial position and, where applicable, cash
flows, 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 on pages 4 - 15, budgetary comparison — general fund, schedule of changes in net
pension liability and related ratios, and schedule of contributions on pages 51 - 55 be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The combining fund statements listed in the table of contents
are presented for purposes of additional analysis and are not a required part of the basic financial statements,
The schedule of expenditures of federal awards is presented for purposes of additional analysis as required by
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awards, and is also not a required part of the basic financial
statements,

The combining nonmajor fund financial statements and the schedule of expenditures of federal awards are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United State of America, In our
opinion, the combining nonmajor fund financial statements and the schedule of expenditures of federal awards
are fairly stated in all material respects in relation to the basic financial statemenis as a whole.




The other supplementary information listed in the table of contents is presented for purposes of additional
analysis and are not a required part of the basic financial statements of the City. Such additional information
has not been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 29,2018 on
our consideration of the City’s internal controf over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City’s interal control over financial reporting and compliance.

s, Mg foaaf) 0.

George, Morgan & Sneed, P.C.,
Weatherford, Texas
January 29, 2018




MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of The City of Breckenridge, Texas, we offer readers of The City of Breckenridge’s
financial statements this narrative overview and analysis of the financial activities of The City of
Breckenridge for the fiscal year ended September 30, 2017.

FINANCIAL HIGHLIGHTS

) The assets and deferred outflows of resources of the City of Breckenridge exceeded its liabilities
and deferred inflows of resources at the close of the most recent fiscal year by $13,178,786 (net
position) compared to $12,664,891 for the prior year. Unrestricted net position which may be
used fo meet the City’s ongoing obligations to citizens and creditors was negative $35,352 at

year end.

. The City’s total net position increased by $513,895. The City’s operations increased the
governmental activities and business-type activities net position by $426,389 and $87,506
respectively.

. As of the close of the current fiscal year, the City of Breckenridge’s governmental funds reported

combined ending fund balances of $1,360,307. This compares to an ending fund balance of
$1,855,490 in the prior year.

. At the end of the current fiscal year, unassigned fund balance for the general fund was $115,227,
or 3% of total general fund expenditures. This compares to an unassigned fund balance of
$191,111 in the prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

The City’s annual financial report consists of three components 1) management’s discussion and
analysis, 2) the basic financial statements (government—wide financial statements, fund financial
statements and notes to the financial statements) and 3) supplementary information.

Government-wide financial statements,

The government-wide financial statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The statement of net position includes all of
the government’s assets and liabilities. All of the current year’s revenues and expenses are accounted for
in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City’s net position and how they have changed. Net
position — the difference between the City’s assets, deferred outflows of resources, liabilities, and
deferred inflows of resources ~ is one way to measure the City’s financial health or position.

e Over time, increases or decreases in the City’s net position is an indicator of whether its financial
health is improving or deteriorating, respectively.




® To assess the overall health of the City, one needs to consider additional nonfinancial factors
such as changes in the City’s tax base.

The government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees and charges (business-type
activities). All of the City’s services are included here, such as general government, public works and
safety, and community services in the governmental activities and water, wastewater, and sanitation in
the business-type or proprietary activities.

The government-wide financial statements include not only the City itself (known as the primary
government), but also a legally separate component unit: Breckenridge Economic Development
Corporation (“BEDC”) for which the City is financially accountable. Financial information for this
component unit is reported separately from the financial information presented for the primary
government itself,

The government-wide financial statements can be found on Exhibits A-1 and B-1 of this report.
Fund financial statements,

The fund financial statements provide more detailed information about the City’s most significant funds-
not the City as a whole. Funds are used by the City to keep track of specific sources of funding and
spending for particular purposes.

. Some funds are required by State law and by bond covenants.
. The City Commission establishes other funds to control and manage money for particular
purposes or to show that it is properly using certain taxes and grants,

All of the funds of the City can be divided into three categories: governmental funds, proprietary funds
and fiduciary funds,

Governmental funds. Most of the City’s basic services are included in governmental funds, which
focus on (1) short-term inflows and outflows of spendable resources and (2) the balances left at year-end
that are available for spending. Consequently, the governmental fund statements provide a detailed short-
term view that helps you determine whether there are more or fewer financial resources that can be spent
in the near future to finance the City’s programs. Because this information does not encompass the
additional long-term focus of the government-wide statements, we provide a reconciliation that explains
the relationship (or differences) between them.

Information is presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the general fund, debt service fund
and street maintenance fund, which are considered major funds. Data from the other governmental funds
are combined into a single, aggregated presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for all funds. A budgetary comparison schedule has been
provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on Exhibits C-1 through C-4 of this
report.




Proprietary funds. Services for which the City charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long-term and
short-term financial information. The City maintains one type of proprietary funds. The City uses
enterprise funds to account for its water, wastewater, sanitation services, and trade day events.

The basic proprietary fund financial statements can be found on Exhibits D-1 through D-3 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the governmeni-wide financial statements
because the resources of those funds are not available to support the City’s own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on Exhibits E-1 and E-2 of this report.

Notes to the financial statements provide additional information that is necessary for a complete
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 28-50 of this report.

Supplementary information further explains and supports the information in the financial statements.
Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City, assets exceeded liabilities by $13,178,786 as of September 30, 2017.
Below is a summary of the City’s Statement of Net Position.

Condensed Statement of Net Position

Governmental Activities Business-type Activities Total
2017 2016 2017 2016 2017 2016

Current and otherassets $ 1,776,502 § 2,312,935 § 1,931,599 § 3,050,581 § 3,708,101 § 5,363,516
Capital assets 3,980,533 3,103,531 12,177,754 11,796,021 16,158,287 14,899,552

Total Assets 5,757,035 5,416,466 14,109,353 14,846,602 19,866,388 20,263,068
Deferred outflows of

resources 370,541 451,027 100,376 149,166 470,917 600,193
Current liabilities 182,010 244,697 588,335 1,014,297 770,345 1,258,994
Long-term liabilities 1,257,797 1,343,818 5,121,174 5,563,294 6,378,971 6,907,112

Total liabilities 1,439,807 1,588,515 5,709,509 6,577,591 7,149,316 8,166,106
Deferred inflows of

resources 7,281 24,879 1,922 7,385 9,203 32,264
Net Position:
Net investment in

capital assets 3,815,674 2,920,870 8,183,374 8,195,913 11,999,048 11,116,783
Restricted 1,215,090 1,626,764 - - 1,215,090 1,626,764
Unrestricted (350,276) (293,535) 314,924 214,879 (35,352) (78,656)

Total Net Position $ 4,680,488 § 4,254,099 $ 8498298 § 8,410,792 $ 13,178,786 $ 12,664,891




The largest portion of the City’s net position (91%) reflects its investment in capital assets (e.g. land,
buildings and improvements, vehicles and equipment, infrastructure and water and wastewater systems);
less any related debt used to acquire those assets that is still outstanding. The City uses these capital
assets to provide services to citizens; consequently, these assets are not available for future spending.
Although the City’s investment in its capital assets is reported net of related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources, since capital assets
themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net position (9%) represents resources that are subject to external
restrictions on how they may be used. Unrestricted net position that may be used to meet the
government’s ongoing obligations to citizens and creditors was negative $35,352 at the end of the year.

At the end of the current fiscal year, the City is able to report positive balances in all three categories of
net position for its separate business-type activities and its component unit. Governmental activities
unrestricted net position at year end was negative $350,276 compared to negative $293,535 in the prior
year. This negative unrestricted net position is primarily the result of decreases in the general fund and
the governmental activities portion of the net pension liability,




Below is a summary of the City’s Statement of Activities.

Changes in Net Position
Governmental Activities Business-type Activities Total
2017 2016 2017 2016 2017 2016

Revenues:
Program revenues:

Charges for services $ 204,667 § 212,529 § 3,152966 $ 3,209,308 § 3,357,633 § 3,421,837

Operating grants and contributions 88,768 112,431 25,273 - 114,041 112,431

Capital grants and contributions 156,994 26,789 197,634 495,231 354,628 522,020
General revenues: -

Property taxes 1,944,984 1,886,345 - - 1,944,984 1,886,345

Sales and use taxes 1,247,612 1,240,973 - - 1,247,612 1,240,973

Franchise taxes 425,149 413,112 - - 425,149 413,112

Hotel motel taxes 42,415 43,226 - - 42,415 43,226

Investment earnings 4,926 4,778 4,737 9,774 9,663 14,552

Other Revenue 68,978 48,546 - - 68,978 48,546

Total revenues 4,184,493 3,088,729 3,380,610 3,714,313 7,565,103 7,703,042

Expenses

General government 877,139 839,816 - - 877,139 339,816

Public Safety 2,039,613 2,026,844 - - 2,039,613 2,026,844

Public Works 651,808 603,685 - - 651,808 603,685

Health and sanitation - - 530,661 518,876 530,661 518,876

Cemetery ' 97.430 124,358 - - 97,430 124,358

Parks 287,392 304,415 - . 287,392 304,415

Community services 129,687 178,666 - - 129,687 178,666

Tourism 42,000 42,000 - - 42,000 42,000

Interest on long-term debt 13,362 11,237 - - 13,362 11,237

Water and wastewater - - 2,348,970 2,341,799 2,348,970 2,341,799

Trade Days - - 33,146 80,724 33,146 80,724
Total expenses 4,138,431 4,131,021 2,912,777 2,941,399 7,051,208 7,072,420
Increase (decrease) in net position

before transfers 46,062 £142,292) 467,833 772,914 513,895 630,622
Transfers 380,327 165,157 (380,327) {165,157) - -
Increase (decrease) in net position 426,389 22,865 87,506 607,757 513,895 630,622
Net Position October | 4,254,099 4,231,234 8,410,792 7,803,035 12,664,891 12,034,269
Prior period adjustment - - - - . -
Net Position September 30 $ 4680488 § 4,254,099 § 8498298 $ 8,410,792 § 13,178,786 $ 12,664,891




Governmental Activities. Governmental activities increased the City’s net position by $426,389 in the
current year. Total governmental activities revenues increased $195,764 (5%) to $4,184,493, primarily
due to capital grants and contributions for parks and $.10 increase in property tax rates. Total
governmental activities expenses increased $7,410 (.1%) to $4,138,431.
Below are two graphs summarizing governmental revenue and expense:
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Business-type activities. Business-type activities increased the City’s net position by $87,506 in the
current year compared to an increase in net position of $607,757 in the prior year. The business-type
activities total revenues decreased $333,703 (9%) to $3,380,610 due to a decrease in water rates and
decrease in grants for water system improvements. Total expenses decreased $28,622 (1%).

Below are two graphs summarizing business-type activities revenue and expense:

Revenues by Source - Business-type Activities
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Financial Analysis of the Government’s Funds

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

Governmental funds. The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
City’s financing requirements. In particular, unassigned fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

At year end, the City’s governmental funds reported combined ending fund balances of $1,360,307.
$53,356 (4%) constitutes unassigned fund balance, which is available for spending at the government’s
discretion. The remainder of fund balance is either restricted, committed or assigned.

The general fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned
fund balance of the general fund was $115,227. Below is a comparison of the general fund’s net change
in fund balance for 2017 and 2016,

Percent
Increase Increase
2017 2016 {Decrease) (Decrease)
Revenues:
Taxes:
Property taxes $ 1,236,437 § 1,251,023 § {14,586) -1.17%
Sales and use tax 1,040,449 1,035,173 5,276 0.51%
Franchise 426,720 413,112 13,608 3.29%
Hotel motel taxes 42,415 43,226 (811 -1.88%
Charges for service 203,906 216,331 (12,425) -5.74%
Grants and contributions 86,562 103,801 (17,239) -16.61%
Interest income 743 799 (56) -7.01%
Other revenue 66,728 41,108 25,620 62.32%
Total revenues 3,103,960 3,104,573 (613) -0.02%
Expenditures;
Current
General government 874,764 857,962 16,802 1.96%
Public Safety 1,893,592 1,916,783 (23,191) -1.21%
Public Works 446,093 526,613 (80,520) -15.29%
Cemetery 89,554 118,148 (28,594) -24.20%
Parks 236,745 251,886 (15,141) -6.01%
Community services 125,370 175,518 {50,148) -28.57%
Tourism 42,000 42,000 - 0.00%
Debt service:
Principal 117,802 ’ 26,603 91,199 342.81%
Interest and fiscal charges 8,456 6,631 1,825 - 27.52%
Total expenditures 3,834,376 3,922,144 (87,768) -2.24%
Other financing sources (uses):
Loan Proceeds - 100,000 (100,000) 100.00%
Transfers in 665,500 515,000 150,500 29.22%
Transfers out (10,925) (97,615) 86,690 -88.81%
Net change in fund balances 3 (75,841) § (300,186) § 224,345 § -74.74%

1t




Below are two graphs summarizing general fund revenue and expenditures.

e e o o e ot ot ok o oo ook o e ook ok ok o ok e o oo o e e oo e e ke ok ok oo ek ok s ok oo e ek ek e e e e

1

+
t
|
i

3%

Grants and Revenues by Source - General Fund
contributions

Interestincome

Other revenue
0%

2%
Charges for service
7% Property taxes

Hotel motel taxes 40%

1%
Franchisetaxes
14%

Sales and use taxes
33%

Expenses by Function - General Fund
Community
services
Parks 3% Otf:er General
6% 5% government

Cemetery 23%

2%

Public Works
12%

Public Safety
49%

12




Proprietary funds. The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net position of the Water Fund, Wastewater Fund, Sanitation Fund, and Trade Days Fund at
the end of the year amounted to $314,924. The total change in net position was $87,506. Other factors
concerning the finances of this fund have already been addressed in the discussion of the City’s business-
type activities.

General Fund Budgetary Highlights

During the year the City amended its budget. General fund budgeted revenues were increased $54,500.
Actual revenues were $87,340 less than budgeted due to sales tax. Budget amendments increased
expenditures $134,300. Actual expenditures of the general fund were $83,944 less than budgeted.

Capital Assets

The City’s investment in capital assets for its governmental and business type activities as of September
30, 2017, amounts to $16,158,287 (net of accumulated depreciation). Major capital asset events during
the current fiscal year included the following;

Governmental Activities:
* $172,163 Construction on playground and skate park.
»  $76,800 Park Street Engineering.
»  $801,753 for 2017 street improvement project.
Business-type activities:
¢ Engineering and match on US 183 N and 8 Utility Line costing $57,170.
» Current year engineering and consiruction costs for water system improvements funded with
DWSRF funds were $535,204. This project was complete at year end.
o $286,212 for engineering and City’s portion of the costs to relocate the utility lines on US 180.

The City of Breckenridge’s Capital Assets

(Net of Depreciation)
Governmental Activities Business-type Activities Total
2017 2016 2017 2016 2017 2016
Land $ 187285 $§ 187,285 § 193,297 § 193,297 § 380,582 § 380,582
Construction in progress 275,246 147,200 611,865 2,071,569 887,111 2,218,769
Land Improvements - - 15,384 16,307 15,384 16,307
Buildings and improvements 678,942 716,195 485,152 513,272 1,164,094 1,229,467
Water and sewer systems - - 10,637,038 8,718,234 10,637,038 8,718,234
Infrastructure 2,095,486 1,229,055 - - 2,095,486 1,229,055
Vehicles and equipment 743,574 823,796 235,018 283,342 978,592 1,107,138
Total $ 3,980,533 $ 3,103,531 $ 12,177,754 $ 11,796,021 $ 16, 158,287 § 14,899,552

Additional information on the City’s capital assets can be found in the notes to the financial statements.
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Long-Term Debt
City of Breckenridge’s Outstanding Debt

Governmental Activities Business-type Activities Total
2017 2016 2017 2016 2017 2016
Capital leases payable $ 164,859 $ 182,661 $ -8 52,574 $ 164,859 § 235235
Loans Payable - 100,000 - - - 100,000
Certificates of Obligation - - 4,665,000 4,860,000 4,665,000 4,860,000
Tax & Revenue Ref. Bonds - - 165,000 325,000 163,000 325,000
Total $ 164,859 § 282,661 $ 4,830,000 $ 5,237,574 $ 4,994,859 $§ 5,520,235

A —_—— At e ———t  e— ————— — l—n o A Al
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No direct funded debt limitation is imposed on the City under current state law or the City’s Home Rule
Charter. More detailed information about the City’s debt is presented in the notes to the Financial
Statements.

Economic factors and the Next Year’s Budgets and Rates

e Net Assessed Property values used for the 2017-18 Budget increased by $123,058 or .06%. New
improvements added for 2017 are up $381,540. Mineral property decreased by $1,717,493, and
Personal Property decreased by $850,980. The Debi Rate increased to $0.35194. The total tax
rate decreased to $1.03650/$100 valuation.

* In 2016-17, sales tax revenue is projected to come in $80,000 less than budgeted, but increase for
2017-18. Sales tax reductions are believed to been due to declines in the oil and gas industries,
but the declines seem to have bottomed out. Economic development has been stagnant in 2016~
17 with some loss in commercial and manufacturing businesses. In August 2017, Resource Care
broke ground on a $2.4 million medical care facility.

e General Fund disbursements are budgeted to increase $132,552 from the 2016-17 Budget and
increase $216,052 or 5.8% over projected year-end 2016-17. Hems increasing the budget in
2017-18 are Cost-of-Living salary increases, re-codification due to the Charter amendments
election, an increase in the ambulance contract, and health insurance rates increasing by 22%.
Additional transfers from Water and Wastewater Funds supplement the General Fund in 2017-
18. Fund Balance is budgeted to increase by $128,081 mainly due to increased sales taxes and ad
valorem taxes,

¢ With continuing rains and cooler weather, water revenues are expected to remain in 2016-17
range. Water revenues for 2017-18 are budgeted the same as 2016-17. No water rate increases
are projected for the Water Fund in 2017-18.

¢ Water Fund expenditures were projected to come in under budget by $129,200 in 2016-17. The
2017-18 expenditures are projected to be up $105,400, mainly due to transfers for capital
improvements projects for Texas Department of Transportation along E. Hwy 180, N. Hwy 183,
and S. Hwy 183, Equipment Replacement Fund transfers, and additional debt service transfers.
Transfers to the General Fund in 2017-18 will decrease $41,900. The City expects to begin
blending water from Hubbard Creek Lake and Lake Daniels by January 2018. Seed funds for the
Breck Trade Days Fund will decrease in 2017-18 to $15,000.

» Wastewater Fund revenue for 2017-18 remains at the 2016-17 level. No wastewater rate
increases are projected for 2017-18.

» Wastewater Fund year-end expenditures for 2017-18 are projected at $135,400 less than EOY
2016-17. Lift station maintenance required additional funding in 2016-17. Transfers to the
General Fund will increase $26,400 in 2017-18. Seed funds for the Breck Trade Days Fund have
decreased in 2017-18 to $15,000.
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The Sanitation Fund remains stable, projecting a cash balance of $52,541 for 2017-18. A new
eight-year sanitation contract was negotiated in July 2017 which will require the City to begin
billing commercial and industrial accounts. An additional 4% franchise fee on commercial
accounts will be collected in the General Fund. No rate increases are planned for residential
customers, but commercial and industrial customers will see a 4% increase due to the addition of
the City franchise fee. The contact requires single-axle garbage trucks to be used on City streets
with the intent of reducing street maintenance, The city clean-up effort continues to be funded
through the Sanitation Fund and has had sixty-two (62) sub-standard houses deposited in the
Monofill through 2016-17. The goal for 2017-18 is to demolish another twenty-five (25)
structures.

The Breck Trade Days Fund began the effort to build a vendor and customer base and add
facilities in 2014-15. A new Trade Barn, Breck Trade Days Office, restroom facilities, and
parking facilities were added in 2014-15. New restroom/shower facilities, utilities for outdoor
vendors, and roll-up doors on the Trade Barn were added in 2015-16. The Breck Barnyard
animal grounds and the Farmer’s Market were added in 2016-17. The fund is not yet self-
sustaining and will require seed funds in 2017-18 from the Water and Wastewater Funds. Two
more events were added in 2015-16 for a total of six per year.

The Capital Improvements Project Fund totals $5,876,936. The $1.2 million Wastewater
Treatment Plant project will begin in October 2017. The $2.4 million Water Treatment Plant
project was completed in August 2017. The $5.4 million Park Street project will be bid in
September 2017. Street paving projects totaled $850,000 in 2016-17 with $400,000 planned for
2017-18.

Transfers will be made into the Equipment Replacement Fund in 2017-18 for $90,000.

No new positions are to be added in 2017-18. Salary increases for all employees for Cost of
Living raises in the amount of 3% with 6% for Fire Department personnel are budgeted. Health
insurance is planned for a 22% increase.

Debt service requirements marginally decreased. Portions of the debt service requirements will
be paid by General and Water Funds in 2017-18. Reserve balances are projected to increase in
General Debt Service Fund to $878,571 and decrease in Revenue Debt Service Fund to $29,394.

Request for Information

This financial report is designed to provide our citizens, taxpayers, customers and all investors and
creditors with a general overview of the City’s finances and to demonstrate the City’s accountability for
the money it receives. If you have questions about this report or need additional financial information,
you may contact the City Offices at 105 North Rose Avenue or by telephone at 254-559-8287.

Readers can find separately issued financial statements for the Breckenridge Economic Development
Corporation at the Chamber of Commerce, 100 East Elm Street, Breckenridge, Texas 76424.
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EXHIBIT A-1
CITY OF BRECKENRIDGE, TEXAS
Statement of Net Position
September 30, 2017
Component Unit
Primary Government Breckenridge
Governmental Business-type Economic
Activities Activities Total Development
ASSETS:
Cash and cash equivalents $ 1,206,940 § 164,226 § [371,166 % 618,520
Receivables (Net of allowances for uncollectibles)

Property taxes 143,644 - 143,644 -

Other taxes 319,090 - 319,050 74,809

Accounts 12,854 325,248 342,102 .

Miscellangous 20,541 22,491 43,032
Due from Other Governments 37,500 - 37,500 -
intemal Balances 35,933 (35,933) - -
Suppiies inventory - 118,430 118,430 -
Restricted assets:

Cash and cash equivalents - 1,333,137 1,333,137 -
Notes receivable - - 273,179
Capital assets (ret of accurnuiated depreciation):

Land 187,285 193,297 380,582 56,546

Construction in progress 275,246 611,865 887,111 -

Land Improvements - 15,384 15,384 -

Buildings and improvements 678,942 485,152 1,164,004 £74,456

Water and wastewater systems - 10,637,038 10,637,038 -

Infrastructure 2,095,486 - 2,095,486 -

Vehicles and equipment 743,574 235,018 978,592 -
Land held for economic development, at cost 2.403,390
Total Assets 5,757,035 14,109,353 19,866,388 3,600,900
DEFERRED OUTFLOWS OF RESOURCES:

Deferred amount on refunding - 3,803 3,803 -
Deferred Qutfiow Related to TMRS 370,541 86,573 467,114 -

‘Total Deferred Outflows of Resources 370,541 - 100,376 - 470,917 - “

LIABILITIES:
Accounts Payable 167,132 93,409 200,541 123,398
Accraed Payroll 70,488 17,168 87,656 -
Due to other governments 4,390 - 4,390 -
Unearned Revenue 258,970 258,970 -
Current Liabilities Payable from Restricted Assets: -

Interest payable - 5,754 5,754 -

Customer deposits - 213,034 213,034 -
Noncutrent liabilities:

Due within one year 18,379 380,000 378,379 28,681

Due it more than one year 146,480 4,472,745 4,619,225 157,013

Net Pension Liability 1,092,938 288,429 1,381,367

Total Liabilities t 439 807 5,709,509 7,149,316 349,092
DEFERRED INFLOWS OF RESOURCES:
Deferred Inflow Related to TMRS 7,281 1,922 9,203

Total Deferred Inflows of Resources 7,281 1,922 9,203 -

NET POSITION:
Net Investments in Capital Assets 3,815,674 8,183,374 11,999,048 231,002
Restricted Net Position (Expendable)
Restricted for USDA foan program - - - 437,166
Debt service 963,614 - 963,614 -
Property tax reduction 17,191 17,191 -
Street maindenance 224,173 - 224,173 -
Public safety 10,112 - 16,112 -
Unrestricted Net Position (350,276) 314,924 (35,352) 2,583,640
‘Fotal Net Position 3 4,680488 % 8,498,298 % 13,178,786 § 3,251,808

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

Statement of Activities

For the Year Ended September 30, 2017

Program Revenues
Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary Government '
Governmental activities:
General government 877,139 § 22,367 § - % -
Public Safety 2,039,613 154,166 6,071 32,000
Public Works 651,808 - 24,312 -
Cemetery 97,430 4,400 8,739 -
Parks 287,392 23,734 - 124,994
Community services 129,687 - 49,646 -
Tourism 42,000 - - -
Interest on long-term debt 13,362 - - -
Total governmental activities 4,138,431 204,667 88,768 156,994
Business-type activities;
Water and wastewater 2,348,970 2,593,896 21,561 197,634
Sanitation 530,661 554,310 3,712 -
Trade Days 33,146 4,760 -
Total business-type activities 2,912,771 3,152,966 25,273 197,634
Total primary government 7,051,208 § 3,357,633 % 114,041 % 354,628
Component Unit
Governmental activities:
General administration 131,019 § - 5 - 8§ -
Economic development 688,446 - - -
Community development 10,783 - - -
Interest on long-term debt 9,260 - - -
Total component unit 839,508 % - § - -

General Revenues:
Taxes:
Property Taxes, levied for general purposes
Property Taxes, levied for debt service
Sales and Use Taxes
Franchise Taxes
Hotel Motel Taxes
Investment Earnings
Other Revenue
Transfers
Total General Revenues and Transfers

Change in Net Position
Net Position October 1, 2016

Net Position September 30, 2017

The notes to the financial statements are an integral part of this statement.
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EXHIBIT B-1

Net (Expense) Revenue and Changes in Net Position

Component Unit
Primary Government Breckenridge
Governmental Business-type Economic
Activities Activities Total Development
3 (854,772) $ - $ (854,772) § -
(1,847,376) - (1,847,376) -
(627,496) - (627,496} -
(84,291) - (84,291) -
(138,664) - {138,664) -
(80,041) - (80,041) -
(42,000) - (42,000) -
(13,362) - (13,362) -
{3,688,002) - (3,688,002) .
- 464,121 464,121 -
- 27,361 27,361 -
(28,386) (28,386)

- 463,096 463,096 -
$ (3,688,002) $ 463,096 §  (3,224,906) $ -
h - % - 3 - 3 (131,019)

- - - {(688,446)

- - - (10,783)

- - - (9,260)
$ - % - 3 - 8 (839,508)
$ 1,249,627 $ - $ 1,249,627 % -

695,357 - 695,357 -
1,247,612 - 1,247,612 416,400
425,149 - 425,149 -
42,415 - 42,415 -
4,926 4,737 9,663 47,606
68,978 - 68,978 11,950
380,327 (380,327) - -
4,114,391 (375,590} 3,738,801 475,956
426,389 87,506 513,895 {363,552)
4,254,099 8,410,792 12,664,891 3,615,360
$ 4,680,488 $ 8,498,298 § 13,178,786 $ 3,251,808
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ASSETS:

Assets;
Cash and cash equivalents
Receivables (Net of allowances)
Property taxes
Other taxes
Accounts
Miscellaneous
Due from other funds
Due from other governments

Total assets

LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND
BALANCES

Liabilities:
Accounts payable
Accruaed payroll
Due to other funds
Due to other governments

Total liabilities
Deferred inflows of resources:
Deferred property tax
Other deferred revenue
Total deferred inflows of resources
Fund Balances:
Restricted fund balance
Committed fund balance
Unassigned Fund Balance

Total fund balances

Total Habilities, deferred inflows
of resources, and fund balances

EXHIBIT C-1
CITY OF BRECKENRIDGE, TEXAS
Balance Sheet
Governmental Funds
September 30, 2017

General Street Other Total
General Debt Service Maintenance Governmental Governmental

Fund Fund Fund Funds Funds
33,220 3 917,569 $ 172,798 § 83,353 § 1,206,940
97,599 46,045 - - 143,644
277,068 - 42,022 - 319,050
12,854 - - - 12,854
20,541 - - - 20,541
309,480 - 16,103 132,600 458,183
- - - 37,500 37,500
750,762 $ 963,614 § 230,923 § 253,453 § 2,198,752
57,516 § - 3 6,750 % 42,466 § 107,132
70,488 - - - 70,488
297,410 124,840 422,250
4,390 - - - 4,390
430,204 - 6,750 167,306 604,260
97,599 46,045 - - 143,644
90,541 - - - 90,541
188,140 46,045 - - 234,185
17,191 917,569 224173 10,112 1,169,045
- - - 137,906 137,906
115,227 - - {61,871) 53,356
132.418 917,569 224,173 86,147 1,360,307
750,762 8 963,614 § 230,923 § 253,453 §$ 2,198,752

The notes to the financial statements are an integral part of this statement.
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CITY OF BRECKENRIDGE, TEXAS
Reconciliation of the Governmental Funds Balance Sheet
To the Statement of Net Position
September 30, 2017

Total Fund Balances - Governmental Funds

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the governmental funds. The cost of these assets
was $7,824,884 and the accumulated depreciation was $3,884,351.

Long-term liabilities, including $164,859 capital leases payable are not due and
payable in the current period and, therefore are not reported as liabilities in the fund
financial statements,

Property taxes, franchise taxes, and municipal court fines and fees are not
available soon enough to pay for the current period's expenditures and therefore
are deferred inflows of resources in the fund financial statements.

Included in the items related to noncurrent liabilities is the recognition of the City's net
pension liability required by GASB 68 in the amount of $1,092,938, a Deferred
Resource Inflow related to TMRS in the amount of $7,281, and a Deferred Resource
Qutflow related to TMRS in the amount of $370,541. This results in a decrease in Net
Position.

Net Position of Governmental Activities

EXHIBIT C-2

1,360,307

3,980,533

(164,859)

234,185

(729,678)

4,680,488

The notes to the financial statements are an integral part of this statement.
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Revenues:
Taxes:
Property taxes
Sales and use tax
Franchise
Hotel motel taxes
Charges for service
Grants and contributions
Interest income
Other revenue
Total revenues

Expenditures:
Current
General government
Public Safety
Public Works
Cemetery
Parks
Community services
Tourism
Capital Qutlay
Debt service:
Principal
Interest and fiscal charges
Total expenditures

Excess (deficiency) of revenue
over (under) expenditures)

Other financing sources (uses):

Proceeds from Sale of Assets

Transfers in
Transfers out

Net change in fund balances

Fund balance, October 1, 2016

Fund balance, September 30, 2017 3

CITY OF BRECKENRIDGE, TEXAS

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

For the year ended September 30, 2017

EXHIBIT C-3

General Street Other Total
General Debt Service Maintenance Governmental Governmental

Fund Fund Fund Funds Funds
$ 1,236,437 $ 686,300 % - $ - 1,922,737
1,040,449 - 207,163 - 1,247,612
426,720 - - - 426,720
42,415 - - - 42415
203,906 - - - 203,906
86,562 - - 159,200 245,762
743 2,221 1,729 233 4,926
66,728 . - . 66,728
3,103,960 688,521 208,892 159,433 4,160,806
874,764 - - - 874,764
1,893,592 - 3,956 1,897,548
446,093 - 911,381 1,357,474
89,554 - - 89,554
236,745 - 175,147 411,892
125,370 - - 125,370
42,000 - - 42,000
108,800 108,800
117,802 - - 117,802
8,456 4,906 - - 13,362
3,834,376 4,906 911,381 287,903 3,038,566
3 (730,416) % 683,615 $ (702,489) § (128,470} (871,760)
- - - 2,250 2,250
665,500 " - 113,205 778,705
(10,925) (387,453) - - (398,378)
(75,841) 296,162 (702,489) (13,015) (495,183}
208,259 621,407 926,662 99,162 1,855,490
132,418 % 017,569 § 224173 % 86,147 1,360,307

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-4
CITY OF BRECKENRIDGE, TEXAS
Reconciliation of Statement of Revenues,
Expenditures and Changes is Fund Balances of
The Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2017

Total Net Change in Fund Balances - Governmental Funds (495,183)

Current year capital outlays and long-term debt principal payments are 1,223,682
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 $1,105,880 of capital

outlays and $117,802 of debt principal payments is to increase net position,

Depreciation is not recognized as an expense in governmental funds since it (228,878)
does not require the use of current financial resources. The net effect of the
current year's depreciation is to decrease net position.

Revenues in the government-wide statement of activities that do not provide 21,437
current financial resources are not reported as revenues in the funds.

GASB 68 required the City to recognize their net pension liability, deferred resource
inflow related to TMRS, and deferred resource outflow related to TMRS. The changes
in these balances decreased net pension. (94,669)

Change in Net Position of Governmental Activities 426,389

The notes to the financial statements are an integral part of this statement.
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ASSETS:
Current Assets:
Cash and cash equivalents
Receivables (Net of allowances):
Accounts
Miscellaneous
BPue from other funds
Supplies inventory
Restricted Assets:
Cash and cash equivalents
Total curreat assets
Noncurrent Assets:
Capital assets, at cost:
Land and land improvements
Construction in progress
Buildings and improvements
Water system
Wastewater system
Vehicles and equipment
Less: accumulated depreciation
Capital assets, net

Total noncurrent assets
Total assets

DEFERRED QUTFLOWS OF RESOURCES:
Deferred outflow refated to TMRS
Deferred amount on refunding

Total Deferred Outflows of Resources

LIABILITIES:

Current Liabilities:
Accounts payable
Accrued payroll
Due to other funds
Ulnearned revenues

Current Liabilities Payable from Restricted Assets:

Current portion of long-term debt
Interest payable
Customer deposits payable

Total current liabilities

Noncurrent Liabikities:

Long-term portion of bonds payable
Net pension Liability

Total noncurrent labilities

Total Habilities

DEFERRED INFLOWS OF RESOURCES:
Deferred inflow related to TMRS
Total Deferred Inflows of Resources

NET POSITION:
WNet Investment in Capital Assets
Unrestricted
Total net position

Exhibit D-1

CITY OF BRECKENRIDGE, TEXAS
Statement of Net Position
Proprietary Funds
September 30, 2017
Enterprise Funds
Water Wastewater Sanitation Trade Days
Fund Fund Fund Fund Totals
3 94,152 % 32,787 % 31,283 % 6,004 § 164,226
£91,077 92,496 45,675 - 329,248
22,491 - - - 22,491
131,000 17,175 5,870 - 154,045
118,430 B - - 118,430
263,896 1,057,621 - 11,620 1,333,137
821,046 1,200,079 82,828 17,624 2,121,577
165,068 2474 39,000 18,382 224,924
517,374 94,491 - - 611,865
993,146 108,362 - 209,321 £,310,829
13,592,791 - - - 13,592,791
- 5,255,827 - 5,255,827
334,760 456,829 78,107 6,247 875,943
(6,501,590} (3,113,727 (64,907} {14,201) (9,694,425)
9,101,549 2,804 256 52,200 219,749 12,177,754
9,101,549 2,804,256 52,200 219,749 12,177,754
9922 595 4,004,335 135,028 237,373 14,269,331
64,092 27,939 4,542 - 96,573
2,472 1,331 ~ - 3,803
66,564 29270 4,542 - 100,376
72,090 21,249 33 37 93,409
11,454 4,799 800 115 17,168
122,903 - 67,075 189,978
- 258,970 - 258,970
251,600 109,000 - - 360,060
5,058 696 - - 3,754
213,034 - - - 213,034
675,539 394,714 813 67,227 1,138,313
3,731,784 740,961 - - 4,472,745
188,557 86,887 12,985 288,429
3,920,341 827,848 12,985 - 4,761,174
4,595,880 1,222,562 13,818 67,227 5,899,487
1,236 579 87 - 1,922
1,256 579 87 - 1,922
5,161,059 2,750,366 52,200 219,749 8,183,174
230,964 60,098 73,465 (49,603) 314,924
3 5,392,023 § 2,810,464 § 125,665 § 170,146 § 8,498.298

The notes to the financial statements are an intsgral part of this statement,
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- Exhibit D-2
CITY OF BRECKENRIDGE, TEXAS
Statement of Revenues, Bxpenses, and Changes in Fund Net Position
Proprietary Funds
- For the Year Ended September 30, 2017

Enterprise Funds
Water Wastewater Sanitation Trade Days
Fund Fund Fund Yund Totals
Operating revenues:
Charges for sales and services kS 1,695,706 § 889,711 § 553,177 4760 3§ 3,143,354
Miscellaneous 4,520 3,959 1,133 - 9,612
Total operating revenue 1,700,226 893,670 554,310 4,760 3,152,966
Qperating expenses:
Water and sewer commercial 53,158 - - - 53,158
Water meters and readers 115,522 - - - 115,522
Lake Daniel 21,597 - - - 21,597
Water production 682,927 - - - 682,927
Water distribution 293,134 - - - 293,134
Sewer colfection - 267,008 - - 267,008
Sewer treatiment - 301,554 - - 301,554
Solid waste - - 528,861 - 528,861
Trade Days - - - 25,922 25,922
Depreciation 315,892 171,936 1,800 7,224 496,852
Total operating expenses 1,482,230 740,498 530,661 33,146 2,786,535
Operating income {loss} 217,996 153,172 23,649 (28,386) 366,431
Nonoperating revenues (expenses):
Interest revenue 1,855 2,763 79 40 4,737
Intergovernmental revenue - 21,561 3,712 - 25,273
Interest expense and fiscal charges (106,893) (19,349) - - (126,242)
Total nonoperating revenues (expenses) {105,038) 4,975 3,791 40 (96,232}
Income {loss) before contributions and transfers 112,958 158,147 27,440 (28,346) 270,199
Transfers (to) from other funds and contributions:
Capital Grants & Coniributions 197,634 - - - 197,634
Transfers in 331,113 125,665 - 10,415 467,193
Transfers out (499,595) (347,925) - - {847,520)
Change in Net Position 142110 (64,113) 27,440 (17,931) 87,506
Net Position, October 1,2016 5,249,913 2,874,577 08,225 188,077 8,410,792
Net Position, September 30, 2017 $ 5392023 § 2810464 §$ 125,665 10,146 ¢ 8,498,208

2 The notes to the financial statements are an intepral part of this statement.
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Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees
Net cash provided by operating activitics

Cash flow from noncapital financing activities:
Due to/from other funds
Transfers in
Transfers om
Net cash provided (used) by noncapital financing activities

Cash flow from capital and related finaneing activities:
Capital expenditures
Grants received
Principal payments on long-term debt
Interest paid on bonds
Net cash (used) by capital and related financing activities

Cash flow from investing activities:
Interest received
Net cash provided by investing activities

Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents, QOctober 1, 2016
Cash and cash equivalents, September 30, 2017

Reconciliation of Operating Income to

Net Cash Provided (Used) by Operating Activities

Operating income

Adjustments to reconcile operating income to

net cash provided {used) by operating activities:
Depreciation expense
(Increase) decrense in accounts receivable
(Increase) decrease in supplies inventory
Encrease (decrease) in accounts payable
Increase (decrease) in accrued payrof]
Increase (decrease) in customer meter deposits
Increase (decrease) in et pension balances
Total adjustments

Net cash provided by operating activities

CITY OF BRECKENRIDGE, TEXAS
Statement of Cash Flows
Proprietary Fund
For the Year Ended September 30, 2017

EXHIBIT -3

Enterprise Funds
Water Wastewater Sanitation Trade Days
Fund Fund Fund Fund Totals
$ 1,682,562 % 885522 § 535417 % 4,760 § 3,108,261
(835,994) (462,849) (508,162} (28,30%) {1,835,309)
{306,964} {108,918) (21,584) {(773) {438,238)
539,604 313,755 5,671 (24,316) 834,714
{27,435) (11,837) (5.470) (65) (45,200
331,113 125,665 - 10,415 467,193
(499,595) (347,925) - - (847,520)
(195,917} (234,097) {5,870) 10,350 {425,534)
(£,264,846) - - - (1,264,846)
198,264 21,561 3,712 - 223,537
{265,397) (142,177) - . (407,574
{125,029) (18,415) - - (143,444
{1,457,008) {£39,031) 3,712 - (1,592,327)
1,855 2,763 79 40 4,737
1,855 2,763 79 40 4,737
{1,111,466) (56,610) 3,592 (13,926) (1,178,410)
1,469,514 1,147,018 27,691 31,550 2,675,773
b3 358,048 3 1,000,408 $ 31,283 § 17,624 §$ £,497,363
3 217996 § 153,172 8 23649 % {28,386) % 366,431
315,892 171,936 1,800 7,224 496,852
(24,256) (8,148) (18,893) . (51,207
36,444 - - - 36,446
{20,400) (5,123) (1,273) (3,269) (30,065)
2,041 1,972 (80) EHS 4,048
6,592 - - - 6,592
5,293 (54) 468 - 5,707
321,608 160,583 {17,978) 4,070 468,283
b 539,604 % 313,755 % 5671 % {24,316) 3 834,714

The notes to the financial statements are an integral part of this statement,
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EXHIBIT E-1
CITY OF BRECKENRIDGE, TEXAS
Statement of Fiduciary Net Position

Cemetery Trust Fund

September 30, 2017
ASSETS:
Investments $ 568,754
Total assets 568,754
NET POSITION:
Held in trust for cemetery care 568,754
Total net position $ 568,754

The notes to the financial statements are an integral part of this statement,
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EXHIBIT E-2
CITY OF BRECKENRIDGE, TEXAS
Statement of Changes in Fiduciary Net Position
Cemetery Trust Fund
Year Ended September 30, 2017

Additions:
Sale of lots $ 2,388
Investment Income 20,966
Total additions 23,354
Deductions:
Benefits to Breckenridge Cemetery 9,204
Trust Fees ‘ 5,974
Total deductions 15,178
Change in Net Position 8,176
Net Position, October 1, 2016 560,578
Net Position, September 30, 2017 $ 568,754

The notes to the financial statements are an integral part of this statement.
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CITY OF BRECKENRIDGE, TEXAS
Notes to Financial Statements
September 30, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A, Reporting Entity

The City operates under a Home Rule/Commission/Manager form of government and provides the following
services as authorized by its charter: public safety (police and fire), highway and streets, sanitation, social
services, public improvements, planning and zoning, parks and recreation, and general administration services.
Other services include water production and distribution and sewer disposal.

The reporting entity consists of the City of Breckenridge, Texas ("City") and its component unit, Component
unit are legally separate entities for which the City is financially accountable or other organizations whose
nature and significant relationship with the City are such that the exclusion would cause the City’s financial
statements to be misleading or incomplete. Financial accountability is defined as the appointment of a voting
majority of the component unit’s board, and either the City’s ability to impose its will on the organization or
there is potential for the organization to provide a financial benefit to or impose a financial burden on the City,

The financial statements include one discretely presented component unit which has a September 30 year-end.
The discretely presented component unit is reported in a separate column in the government-wide financial
statements to emphasize that it is legally separate from the City.

Discretely Presented Component Unit

The Breckenridge Economic Development Corporation (the “BEDC*) was incorporated under the Development
Corporation Act of 1979 (the “Act™), with the approval of the City, The purpose of the BEDC is to promote the
economic development of the City of Breckenridge through the use of a 4% 4B sales tax approved by the
voters of the City, The BEDC receives its authority from the City of Breckenridge. While legally separate from
the City, it is reported as part of the reporting entity under the discretely presented method because the City’s
elected officials are financially accountable for the BEDC. The City has the authority to appoint board members
and approve budgets and contracts. The City is the sole beneficiary of the BEDC and will receive the remaining
assets and assume the remaining liabilities upon termination. Readers can find separately issued financial
statements for the Breckenridge Economic Development Corporation at the Chamber of Commerce, 100 East
Elm Street, Breckenridge, Texas 76424,

B. Government-wide and Fund Financial Statements

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

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

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

C. Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as 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 the modified accrual basis of accounting, Under the modified accrual basis of accounting, revenues are
recognized as soon as they are measurable and available. Revenues are considered to be available when they
are collectible within the current period or soon enough thereafter to pay liabilities of the current period. The
City considers all revenues available ifthey are collected within 60 days after year-end. Expenditures generally
are recorded when the related fund liability is incurred, however, debt service expenditures and expenditures
related to compensated absences and claims and judgments, are recognized when payment is due.

Property taxes, sales taxes, franchise taxes, licenses, charges for service, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available only when the
government receives payment,

"The accounts of the City are organized and operated on the basis of funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to their
intended purpose and is used fo aid management in demonstrating compliance with finance-related legal and
contractual provisions. The minimum number of funds is maintained consistent with legal and managerial
requirements.

The City reports the following major governmental funds:

The general fund is the government’ s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

The general debt service fund was established to account for payment of principal and interest on long-term
general obligation debt and other long-term debts for which a tax has been dedicated.

The street maintenance fund accounts for 1/8% sales tax restricted for street maintenance.
The City reports the following major proprietary funds:
The water fund is used to account for the operation of the water utility,

The wastewater fund is used to account for the operation of the wastewater utility.
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NOTE }: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The sanitation fund is used to account for the operation of residential trash.
Additionally, the government reports the following fund types:

The Cemetery Trust Fund is a private-purpose trust fund used to account for resources legally held in trust, A
portion of the purchase price of cemetery lots is invested in perpetuity. The earnings on the invested resources
are used by the City for the perpetual care of the cemetery properties.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges and transfers between the governmental activities and
the business-type activities, which cannot be eliminated,

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

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

D, Financial Statement Amounts
1. Deposits and Investments

The governrent’ s cash and cash equivalents are considered to be cash on hand, demand deposits and short
term investments that are highly liguid with maturity within three months or less when purchased.

2, Receivables and Payables

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

Al trade and property tax receivables are shown net of an allowance for uncollectibles. The property tax
receivable allowance for the general fund of $97,599 and the general debt service fund of $46,045 is equal to
50% of outstanding delinquent property taxes at September 30, 2017, The court fines and fees receivable is
reported net of an allowance of $19,420 which is 50% of the outstanding receivable, Trade accounts receivable
in the enterprise funds are reported net of an allowance of $28,921 which is the accounts aged over 60 days.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Property Tax

Ad valorem property taxes are levied each October 1 from valuations assessed as of the prior January 1 for all
real and business personal property. Taxes are due on receipt of the tax bill and are delinquent if not paid
before the following February 1. On January 1 of each year, a tax lien attaches to property to secure the
payment of all taxes, penalties and interest,

4. Inventory

The City’s water fund inventory is recorded under the purchase method. Under the purchase method the
inventory is first recorded as an expense when purchased and then adjusted at the end of the year to reflect the
value of inventory at that date. Inventories held by the water fund are priced at the lower of cost or market on
the first-in, first-out method.

5. Capital Assets

Capital assets, which include property, plant and equipment, and infrastructure assets, are reported in the
applicable governmental activities or business-type activities columns in the government-wide financial
statements and in the proprietary funds financial statements. The City defines capital assets as assets with an
initial, individual cost of more than $5,000 and an estimated vseful life in excess of two years. Such assets are
recorded at cost or estimated historical cost if purchased or constructed. Donated fixed assets are recorded at
their estimated fair value at the date of donation.

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

Major outlays allowance for capital assets and improvements are capitalized in the proprietary funds as projects
are constructed. Interest incurred during the construction phase of capital assets of business-type activities and
proprietary funds is included as part of the capitalized value of the assets constructed. The total interest
expense incurred by the water and wastewater funds during the current fiscal year was $146,099. Of this
amount $19,857 was included as part of the cost of capital assets under construction in connection with water
and sewer construction projects,

Property, plant and equipment of the primary government and proprietary funds are depreciated using the
straight-line method over the following estimated useful lives.

Infrastructure 30 - 50 years
Building 50 years
Building improvements 20 years
Vehicles 2 - 15 years
Office equipment 3 - 15 years
Computer equipment 3 - 5 years

The City has reported infrastructure capital assets acquired prior to the implementation of GASB Statement No.
34 at estimated historical cost.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POILICIES (Continued)
6. Compensated Absences

Ttis the City’s policy not to allow the accumulation of vacation time to be paid upon the employee’s separation
from service., All vacations are required to be taken during the year offered; therefore, no long-term liability
has been accrued. The City does aliow for the accumulation of sick leave, however, the sick leave is not paid
upon an employee’s separation from services therefore a long-term liability has not been accrued.

7. Long-term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-
term debt and other long-term obligations are reported as liabilitles in the applicable governmental activities,
business-type activities, or proprietary fund type statemenis of net position. Bond premiums and discounts are
deferred and amortized over the life of the bonds using the effective interest method. Bond issuarnce costs are
expensed when they are incurred and are no longer amortized over the term of the related debt. 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 during the
current period. The face amount of debt issued is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

8. Use of Estimates

The preparation of financial statements in conformity with Generally Accepted Accounting Principles
requires the use of management’s estimates.

9. Fund Balances - Governmental Funds
In accordance with GASB No. 54, the City classified fund balances in the governmental funds as follows:

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

Restricted — includes amounts restricted by external sources (creditors, laws of other govermments, etc.)
or by constitutional provision or enabling legislation,

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

Assigned ~ includes amounts that the City intends to use for a specific purpose, but do not meet the

definition of restricted or committed fund balance. Under the City’s adopted policy, amounts may be
assigned by the City Manager and the City Secretary.
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NOTEI1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Unassigned — All amounts not included in other spendable classifications.

General Street Other Total
General Debt Service ~ Maintenance  Governmental Governmental
Fund Fund Fund Funds Funds
Restricted:
Debt service $ - $ 917569 $ - b - $ 917,569
Property tax reduction 17,191 - - - 17,191
Street maintenance . - 224,173 - 224,173
Public Safety - - - 10,112 10,112
Committed:
Equipment replacement - - - 137,906 137,906
Unassigned 115,227 - - (61,871) 53,356

§ 132418 § 917569 § 224,173 § 86,147 § 1,360,307

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

10. Use of Restricted/Unrestricted Net Position

When an expense is incurred for purposes for which both restricted and unrestricted net position is available,
the City’s policy is to apply restricted net position first.

11. Pensions

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

NOTE 2: DEPOSITS AND INVESTMENTS

The City of Breckenridge investment policies and types of investments are governed by the State Public Funds
Investment Act (the “Act”). The Act authorizes the City to invest, with certain restrictions, in obligations ofthe
U.S. Treasury or the State of Texas, certain U.S. agencies, certificates of deposit, money market savings
accounts, certain municipal securities, repurchase agreements, banker’s acceptances, mutual funds and
investment pools. The City’s management believes that it complicd with the requirements of the Act and the
City’s investment policies,
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NOTE 2: DEPOSITS AND INVESTMENTS (continued)

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits may not be
returned to it. The City’s funds are required to be deposited and invested under the terms of a depository
contract. The City’s deposits are required to be collateralized with securities held by the pledging institution’s
trust department or agent in the City’s name. The pledge of approved securities is waived only to the extent of
the depository bank’s dollar amount of Federal Deposit Insurance Corporation (“FDIC™) Insurance. The
BEDC’s deposits are secured by the City’s pledge of securities and FDIC Insurance. At September 30, 2017,
the City’s deposits and BEDC’s deposits were fully collateralized and insured.

Credit Risk— Investments

The City controls credit risk by limiting its investments to those instruments allowed by the State Public Funds
Investment Act described above.

Interest Rate Risk — Investments

As a means of limiting ifs exposure to interest rate risk, the City diversifies its investments by security type and
institution, and limits holdings in any one type of investment with any one issuer. The City coordinates its
investment maturities to closely match cash flow needs and restricts the maximum investment term to less than
five years from the purchase date.

The City’s fiduciary funds (Cemetery Perpetual Care Trust Fund) are invested in accordance with the provision
of a trust agreement. These funds are invested by the trustee according to Section 113.056 of the Texas Trust
Code. The City has the following types of investments:

Percentage Invesiment Maturities (in Years)
Credit Fair of Total Less than Over 10

Investment Rating Cost Value Investments 1 year 1-5 Years 6-10 Years Years

Cash N/A 15,083 15,083 2.65% 15,083 - - -
Equity Mutual Funds N/A 128,698 137,947 24.25% 137,947 - - -
Bond Mutual Funds N/A 209,500 203,391 35.76% 203,391 - - -
Corporate Bonds Aaa - Baa2 104,000 103,726 18.24% 12,169 51,566 18,153 15,838
U.S. Treasuries N/A 46,799 47,696 8.28% - 27,293 5,691 14,112
U.S. Government Agencies N/A 60,953 61,511 10.82% - - 5,794 55,717

, ¥ 58 TS “$368300°F B4.850 § 70638 5 85,667

Investnent Valuation

All securities are stated at fair value as reported by the City’s portfolio manager. For securities traded on a
major exchange, market values are priced as of the statement date, September 30, 2017, as provided by various
pricing services (Level 1 inputs). The method and frequency of pricing assets not traded on major exchanges
varies depending on the type of assets (Level 2 inputs); therefore, the market value may not be a current value
as of the statement date.
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NOTE 3: RESTRICTED ASSETS

The following cash and investments in the government-wide statement of net position are restricted for the
following purposes:

Cash
Business-type Activities
Customer water deposits $ 216,212
Construction - water fund 47,684
Construction - wastewater fund 1,057,621
Hotel/Motel Tax Funds for Advertising 11,620

§ 133,037

NOTE 4: DEFERRED OUTFLOWS/INFLOWS OF RESOURCES -

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position or fund balance that applies to a future period(s) and thus, will not be recognized as
an outflow of resources (expense/expenditure) until then. The City has two items that qualify in this category.
They are deferred charges on refunding bonds and deferred outflows related to pensions reported in the
government-wide statement of net position and proprietary funds statement of net position. A deferred charge

- onrefunding results from the difference in the cartying value of the refunded debt and its reacquisition price.

The amount is deferred and amortized over the shorter of the life of the refunded or refunding debt,

In addition to liabilities, the statement of financial position and governmental funds balance sheet will
sometimes report a separate section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position or fund balance that applies to a future
period(s) and so will not be recognized as an inflow of resource (revenue) until that time. The City has two
types of items in this category. Unavailable revenues for governmental funds and deferred inflows related to
pensions in the government-wide statement of net position and propriety funds statements are reported as
deferred inflows of resources. At the end of the fiscal year the components of deferred inflows in the
governmental funds were as follows:

Deferred inflows of resources - governmental funds

Deterred property taxes receivable (general fund) 3 97,599
Deferred property taxes receivable (general debt service fund) 46,045
Deterred franchise taxes receivable (general fund) 71,121
Deferred court costs (general fund) 19,420

Total deferred inflows for governmental funds $§ 234,185
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NOTE 5: INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

The composition of interfund balances for the City’s individual major funds and nonmajor funds at September
30,2017, is as follows:

Receivable Fund Payable Fund Amount
General fund Other governmental funds $ 49,840
Park 75,000
Water Fund 117,565
Trade Days Fund 67,075
Equipment Replacement Fund General Fund 132,600
Street Maintance General Fund 16,103
Total governmental funds $ 458,183
Water fund General Fund $ 131,000
Sanitation Fund General Fund 5,870
Wastewater fund Water fund 5,338
Wastewater fund General Fund 11,837
Total proprietary funds $ 154,045

The receivables in the general fund are from funding capital projects before grants and debt funding were
received and providing start-up funds for the Breck Trade Days. The equipment replacement fund, street
maintenance fund, water fund, sanitation fund and wastewater fund receivables are for amounts loaned to the
general fund for operations. The wastewater fund receivable is the difference between transfers for debt service
and actual debt service payments,

The composition of interfund transfers for the City’s individual major funds and nonmajor funds at September
30, 2017, is as follows:

Transfer In Transfer Cut Amount
General Fund Water Fund 5 391,900
General Fund Wastewater Fund 273,600
Other governmental funds General Fund 10,510
Other governmental funds Water Fund 102,695
Total Governmental Funds Transfers In 5 778,705
Water Fund . Wastewater Fund 5 69,325
‘Water Fund General Debt Service Fund 261,788
Wastewater Fund ‘ General Debt Service Fund 125,665
Trade Days Fund General Fund 415
Trade Days Fund Water Fund 5,000
Trade Days Fund ‘Wastewater Fund 5,000
Total Enterprise Funds Transfers In $ 467,193
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NOTE 5: INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS (Continued)

Each year the water fund and wastewater fund transfers unrestricted revenues to finance various programs
accounted for in the general fund in accordance with budgetary authorizations. Amounts transferred 1o other
governmental funds were for construction projects. The general debt service fund was created to pay part of the
water and wastewater debt and the amounts paid were treated as transfers.

NOTE é6: CAPITAL ASSETS
Capital asset activity for the year ended September 30, 2017 was as follows:
Governmental activities:

Primary Government

Beginniug Ending
Balance Increases Decreases Transfers Balance
Non - Depreciable Assets:
Land $ 187,285 § - % - % - § 187,285
Construction in Progress 147,200 128,046 - - 275,246
Total non-depreciable assets 334,485 128,046 - - 462,531
Depreciable Assets:
Buildings and improvements 1,530,327 - - (16,242) 1,514,085
Infrastructure 2,577,318 922,671 - - 3,499,989
Vehicles and Equipment 2,376,511 55,163 (119,295) 35,900 2,348,279
Total capital assets being
depreciated 6,484,156 977,834 (119,295) 19,658 7,362,353
Accumulated Depreciation;
Buildings and improvements (814,132) (37,250) - 16,242 (835,140)
Infrastructure (1,348,263) (56,240) - - {1,404,503)
Vehicles and Equipment (1,552,715) (135,388) 119,295 (35,900)  (1,604,708)
Total accumulated depreciation (3,715,110} (228,878) 119,295 (19,658)  (3,844,351)
Governmental activities capital
assets, net $ 3,103,531 § 877,002 $ - 3 - $ 3,980,533
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