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CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

February 4, 2013

To the Honorable Mayor and
Members of the City Council
City of Burkburnett, Texas

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Burkburnett, Texas for the year ended September 30, 2012. Professional
standards require that we provide you with information about our responsibilities under generally
accepted auditing standards and Government Auditing Standards, as well as certain information related
to the planned scope and timing of our audit. We have communicated such information in our letter to you
dated August 8, 2012. Professional standards also require that we communicate to you the following
information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the City of Burkburnett, Texas are described in Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing policies was not
changed during 2012. We noted no transactions entered into by the governmental unit during the year for
which there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’'s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the City of Burkburnett, Texas’
financial statements were:

Management's estimate of the accounts receivable is based on amounts expected to be
collected after year end for services performed during the year. Management's estimate
for the allowance for uncollectible accounts is based on historical experience in
collections.

We evaluated the key factors and assumptions used to develop the accounts receivable
and allowance for doubtful accounts balances in determining that it is reasonable in
relation to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.



Honorable Mayor and
Members of the City Council
City of Burkburnett, Texas
February 4, 2013

Page Two
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are frivial, and communicate them to the appropriate level of management.
The attached schedule (Schedule 1. Summary of Passed Audit Adjustments) summarizes uncorrected
misstatements of the financial statements. Management has determined that their effects are immaterial,
both individually and in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management as a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor's report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations frorn management that are included in the management
representation letter dated February 4, 2013.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the governmental unit's financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Cther Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmental unit's auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were
not a condition of our retention.

Cther Matters

With respect to the supplementary information accompanying the financial statements, we made certain
inquiries of management and evaluated the form, content, and methods of preparing information to
determine that the information complies with accounting principles generally accepted in the United
States of America, the method of preparing it has not changed from the prior period, and the information
is appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.

This information is intended solely for the use of the City Council and management of the City of
Burkburnett, Texas and is not intended to be and should not be used by anyone other than these
specified parties.

Sincerely,

PN L0 broerd Pl

MWH GROUP, P.C.
Certified Public Accountants



City of Burkburnett, Texas
Schedule 1: Summary of Passed Audit Adjustments
September 30, 2012

General Fund:

Passed Journal Entries JE # 1 Assets Liabilities

Adjust the allowance for doubtful garbage
accounts receivable to the current estimate. (974)

Water and Sewer Fund:

Passed Journal Entries JE # 1

Adjust the allowance for doubtful water
accounts receivable to the current estimate. 13,264

Equity

974

(13,264)
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CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

Independent Auditor's Report on Financial Statements

The Board of Commissioners
City of Burkburnett, Texas
5§01 Sheppard Road
Burkburnett, Texas 76354

Members of the City Council:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Burkburnett, Texas as of and for the year ended September 30, 2012, which
collectively comprise the City’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Burkburnett, Texas’ management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America 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 of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component units, each major fund, and the aggregate remaining fund information of the City of
Burkburnett, Texas as of September 30, 2012, and the respective changes in financial position, and, cash
flows, where applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America. ' ’

In accordance with Government Auditing Standards, we have also issued our report dated February 4,
2013, on our consideration of the City of Burkburnett, Texas' internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

MWHGROUR PC.  624indiana.  RO.Box 97000 Wichita FallsTX 76307  (940) 723-1471  Fax (940) 723-2251 wwwimwhpc.cory



Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information and schedules of actuarial liabilities and
funding progress on pages 3 through 9 and 36 through 37 be presented to supplement the basic financial
statements. Such information, although not a part of asic 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 statement in an appropriate operat]onal economic, or hlstoncal 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 inquirles of
management ‘about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquires, 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.

Respectfully submitted,

I oot P

MWH GROUP, P.C.

Wichita Falls, Texas
February 4, 2013
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MANAGEMENT’S DISCUSSION AND ANALYSIS s i
Margﬁérité Love
Michael Tugman
The City of Burkburnett, Texas' discussion and analysis is designed to provide an objective and easy-to-
read analysis of the City's financial activities for the year ended September 30, 2012. It is intended to
provide the readers of this report with a broad overview short-term and long-term analysis of the City's
activities based on information presented in the financial report and the City's adopted fiscal policies.

As with other sections of this financial report, the information contained within this narrative should be
considered only a part of a greater whole. The reader should take time to read and evaluate all sections
of this report, including the financial statements, footnotes and other required supplementary information.
FINANCIAL HIGHLIGHTS

The following are the highlights of financial activity for the fiscal year ending September 30, 2012:

* The City's assets exceed its liabilities at September 30 2012, by $12,815,691 (net assets). Of this
amount, $2,787,146 (unrestricted net assets) may be used to meet the City’s ongoing obligations to
citizens and creditors in-accordance with the City's fund designation and fiscal policies,

s During the year, the City's total net assets decreased by $719,379. The decrease is largely due to
an operating loss for the City's water supply and distribution activities. Additionally, the Street
Department expenses increased due to several ongoing street maintenance projects.

e As of the close of the current fiscal year, the City's governmental funds reported combined ending
fund balance of $4,584,573. Of the fund balance, $3,110,657, or 68%, is available for spending at
the government's discretion (unassigned fund balance).

* As of September 30, 2012, unassigned fund balance for the General Fund was $3,180,689 or 54%
of total general fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS Figure A-1
Required Components of the City’s
This annual report consists: of three parts—management's Annual Financial Report

discussion and analysis (this section), the basic financial
statements, and required supplementary information. The basic . %

financial statements include two kinds of statements that present |Zesssemes’s| | Basic Required
different views of the City: fz“‘"‘"‘ onacil | | el |

e The first two statements are govemment-wide financial |
statements that provide both Jong-term and short-term
information about the City's overall financial status. A

» The remaining statements are fund financial statements that .-~
focus on individual parts of the government, reporting the P T R
City's opérations in more detail than the government-wide _— —— :
statements.

The governmental funds statements tell how general Ao , :
gavemgment services were financed in the short term gs well Siemens Fmanienl
as what remains for future spending. Soasomenss

o The proprietary fund statements offer short- and long-term
financial information about the activities the government

operates like businesses, such as the water and sewer gymmary <::::::> Detail
system.
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The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements,
Figure A-1 shows how the required parts of this annual report are arranged and related to one another.

Figure A-2 summarizes the major features of the City’s financial statements, including the portion of the
City's government they cover and the types of information they contain. The remainder of this overview
section of management’s discussion and analysis explains the structure and contents of each of the

statements.

Figure A-2. Major Features of the City's Government-wide and Fund Financial Statements

n Fung Statements
_Type of Statements Government-wide Governmental Funds Proprictary Funds
Scope Entire Agency’s government The activities of the City Activities the City operates similar to
(except Tiduciary funds) that are niot proprictary or private businesses ~ the water and
and the Agency’s component fiduciary sewer System
-
Required financial 1 e Statement of et assets » Balancesheet _| s Swmtémentof netassets
statements | Statement of activities « Statement of revenues, | '» ‘Statement of revenues, expenses,
experditures & changes and changes in net assets
in-fund balanees + Statement of cash flows
Accounting basis 1 Accrual accounting and Modified acorual Accrual accounting and
and measurement ‘econonic résources focus atcounting ‘and cuivent econamic resources focus
focus . financial resources focus .
Typedf All assets and liabilities, ‘Only assets expecied to All assets and Habilitics,
assedTability both financial and capital, be used up and lisbilities both financial and capital, and short-
information short-term and long-term that conie due during the term and Jong-term,
~ year or soon thersafter, ; ‘
no capital assets included
Twpe of » All revenues and | Revenues for whichcash Allrevenues and.
iflow/outflow expenses during the year, is received daring of soon: éxpenses during the vear,
information - regardless of when cash after the end of the year; regardless of when cash
is received of paid expenditures when goods is received or pad
‘orservices have been
received and payment is
‘duie-during the year or
‘soon thereafter

Sbvemment-,wide Statements

The govemnment-wide statements report information about the City as a whole using accounting methods
similar to those used by private-sector comparnies. The statement of net assets 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 assets and how they have changed. Net
assets—the difference between the City's assets and liabilities—is one way to measure the City's
financial health or position.

s Over time, increases or decreases in the City's net assetls are 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 non-financial factors such
as changes in the City's tax base.

The government-wide financial statements of the City are divided into three categories:

* Governmental activities. Most of the City's basic services are included here, such as the police
department, streets and public works, garbage collection, parks and recreation, and administration.



 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 are included here.

» Companent Units. The City includes two other entities in its report - the Burkburnett Development
Corporation and the Burkburnett Housing Finance Corporation. Although legally separate, these
“component units" are important because the City is financially accountable for them,

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 accounting devices that the City uses 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 Council establishes other funds to control and manage money for particular
purposes or to show that it is properly using certain taxes and grants.

The City has the following kinds of funds:

» Govemmental funds—Most of the City's basic services arg included in governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and
out 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 additional information on the page subsequent to the
governmental funds statement that explains the relationship (or differences) between them.

& 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 short- and
long-term financial information, In fact, the City's proprietary funds are the same as its business-
type activities, but provide more detail and information, such as cash flows.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net assets. The City's combined net assets were $12,815,691 at September 30, 2012. (See Table A-1)

Tahle A1
Clty's Net Assets
Govemmental Activities Business-type Activities Tolal
2012 2011 2012 2011 2012 2011

Cash and cash squivalents $1,965,911 $ 2,659,239 § 534,508 $ 1,000 $ 2,500,417 $2,880,239
Receivables 803,283 661,702 360,375 485,774 963,658 1.127.477
Internal balances 1,036,818 237,219 (1,038,818) (237,219) - »
Restricled assets 1,383,780 1,693,605 744,161 753,163 2,127,941 2,446,788
Capital assets, net 11,607,704 12,063,046 6,818,186 7,228,092 18,425,960 19,203,038
Other assets 22477 29,899 175,721 188,325 198,198 218224

Total assets 16,619,863 17,345,611 7,596,311 _ B.400,155 24,216,174 25,745,766
Current liabilities 214,794 498,024 326,925 427 488 541,719 925.493
tong-term Habilites: ‘

Due within one year 755,621 481,802 273,362 143262 1,028,983 824,964

Due in more than one year 5,717,790 8,154,577 4,111,991 4,505,662 9.829.782 10,660,239

Total liabilities 6,688,205 7,134,203 4,712,278 5,076,493 11,400,483 12,210,696
Netassets

invested in capital assets,

netof related debt 5,256,447 5,558,383 2,556,348 2718897 7,812,785 8,277,080
Restricted 1,471,588 1,744,287 744,161 753,183 2,215,750 2,467 470
Unrestricted 3,203,622 2,038,738 (416,476) (148,218) 2,787,148 2,790,520

Total net assets §9,931,658 $10,211,408 $2,884,033 $3:323,662 $12,815,691 $13:535,070




The $2,787,146 of unrestricted net assets at September 30, 2012, represents resources available to fund
the programs of the City next year if sufficient resources are not derived from future resources. The
restricted net assets are required to be set aside for long-term debt and other program purposes.

Governmental activities decreased the City's net assets by $279,750. The net assets invested in capital
assets, net of related debt, decreased by $301,936. Unrestricted net assets increased by $264,884, or
9%.

Net assets from business-type activities decreased by $439,629, or 13%. This decrease is primarily due
to the loss from operations of the water supply and distribution activities.

Changes in net assets. The City's total revenues, both program and genera! were $9,632,934. A
significant portion, 49%, of the City's revenue comes from charges for services. (See Figure A-3)
Property taxes provide 26% of the total, sales taxes and franchise taxes provide 10% and 11%,
respectively, and operating and capital grants and investment earnings provide about 1%, Other minor
categories provide the remaining 3%.

Figure A-3 ,
Sources of Revenue for Fiscal Year 2012
investment Earnings Operating Grants & ’
1% Contributions nhie
0% 3%
Franchise Taxes ' _
11% Charges for Services
49%
‘Sales Taxes
10%
Property Taxes
26%

The total cost of all programs and services was $10,352,313; 35% of these costs are for water and sewer
related expenses. The City's other expenses cover a range of services, with 15% for the police
department, 15% for streets, 13% for garbage collection, and 4% each for EM.T. and parks and
recreation. Other minor categories combined make up the remaining 14%. (See Figure A-4.)

Figure A4
Functional Expenses for Fiscal 2012

Other Police department
1% , = Streets and public
Waste water - works
9% 15%
Parks and recreation
Water supply ‘ 4%
26%
Garbage collection

EMT. 13%
4%



Governmental Activities

Table A-2 presents the various revenue categories and gross costs of each of the City's functional areas

for'the current year.

Revenues:

Program revenues:
Charges for services
Operating grants-and
Capital grants and

contributions
Property taxes
Franchise fees
investment eamings
COther

Intergovernmental transfers:

Total revenues

Expenses:
General government
Administration
Taxassessingicoliecting
City hail
Police department
Fire department
Library
Streets and public:works:
Parks and recreation
Community center
Garbage collection
EMT.
Community planning
Grant outiay
interest and fiscal charges
Water system
Wastewater systém

Total expenses
increase (decreaseyin
netassets

Table A-2
Changes in Net Assets
Govemmental Activities Business-lype Activities Totals

2012 C 2011 2012 2011 2012 2011
$1.830,575 $1,616,175 $3,928.748 $3,430,194 $4.769,323 $5,045,368
34,125 34,125 - - 34,125 34,125
8,290 221,758 . - 6,280 221,756
2,500,545 2,442,006 : 3 2,500,545 2,442,008
1,008,712 890,982 « - 1,005,712 880,982
988,941 938,768 - E 988,941 938,766
87.771 88,238 - W 87,771 88,238
28,308 48,008 9,855 13,828 38,261 81,026
161,843 219,767 49,123 26,848 210,966 248815

- (89,114} - 89,114 s -
5,445,108 6,410,789 3,187,826 3,560,084 9,632,934 9,970,783
180,580 229,921 . - 180,580 229,921
251,321 166,136 - - 251,821 186,136
33415 33,302 - - 33418 33,302
223,504 211,258 - - 223504 211,258
1,527,036 1,561,846 - - 1,627,035 1,561,646
67.467 87,887 . - 87,467 67,887
147,266 108,536 - - 147,286 106,538
142,560 134,408 . « 142,560 134,499
1,509,792 1,343,989 . . 1,608,792 1,343,088
456,849 447,768 . o 455,848 447,785
21,710 26,668 - - 24,710 28,568
1,488,243 1,207,650 . & 4,338,243 1,207 850
408,593 383,820 . - 406,593 383,820
116,988 115,528 - - 118,989 115,528
28,523 37,680 - . 23,523 37.:880
7,863 154,913 - - 7,863 154.913
280,138 215661 . : 260,138 215,661
- - 2,721,078 2746141 2,721,076 2,745,341
. - $06,379 1,022,047 908,379 1,022,047
| 6,724,858 6,444,558 3,827,455 3,768,188 10,352,313 10,212,746
$ (279.750) $ {33.759) $ (439,629) $(208,204) $ {718,379) $ (041,963}




Explanations for the large and/or unusual variances between 2012 and 2011 are as follows:

+ Capital grants and contributionis decreased by $215,466 as the City did not receive as many grants
during the 2012 fiscal year.

» Charges for services decreased by $287,046 due to lower volume of water sales as the drought
conditions were not as severe in 2012 as experienced in 2011. Water and wastewater systems
expenses decreased by $25,065 and $115,668, respectively, for the same reason.

Table A-3 presents the cost of each of the City's largest functions as well as each function’s net cost (total
cost less fees generated by the activities and intergovemmental aid). The net cost reflects what was
funded by state revenues as well as locai tax dollars.

* The cost of all governmental activities this year was $6,724,858; however, the amount that our
taxpayers paid for these activities through property taxes was only $2,500,545.

* Some of the cost was paid by those who directly benefited from the programs through charges for
services of $1,630,575.

Table A-3
Net Cost of Governmental Activities

Total Cost of Services Net Cost of Services

2012 2011 2012 2011
Police department $1, 5”27 035 $1561,646  $1,527,035  $1,561,646
Streets and public works : ﬁ 1,343,989 1,509,792 1,343,989
Garbage collection 1,207,650 (47,727) (157,564)
Parks and recreation 447,765 342,878 332,364
EM.T. 383,820 406,593 383,820

FINANCIAL ANALYSIS OF THE CITY’S FUNDS
General Fund Budgetary Highlights

The City’s actual expenditures were $651,142 below final budgeted amounts, while actual revenues were
$294,816 below final budget amounts. Actual capital outlay expenditures were $433,481 above the final
budgeted amount.

The most significant variances were due to non-property tax revenues and general government
expenditures. The City budgeted '$2,359,758 for consumer taxes, franchise fees and other taxes, but
actually received $2,082,424 for these taxes. The City budgeted approximately $534,000 for generat
government expenditures, but only spent approximately $188,000. The majority of capital outlay
expenditures were related to the bond project, which was notiincluded in the budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of 2012, the City had invested in a broad range of capital assets, net of accumulated
depreciation, totaling $18,425,960, including land, equipment, buildings, and vehicles. (See Table A-4.)



Table A4
Capital Assets, Net of Accumulated Depreciation

Govemmental Adtivities Businessiype Activities Totals.

2012 2011 2012 2ot 2011
‘Building-andimprovements § 772,904 $ 824,843 $ 60,224 % 63,988 § 833128 $ 888631
‘Library books 84,238 76710 . 84,236 76,740
Streets and curos 6,571,048 9,104,029 - 8,571,048 9,104,029
Gl course 126:60¢ 191103 . 126,609 191,103
Golf cotirse fand 84,000 64,000 - 84,000 84,000
Equipment and vehicles 815,408 749,445 326,160 398,309 1,141,689 1,145,754
Land 8,459 8,468 . = 8488 8,469
Construction in process 154,939 1,045,547 18,400 181,339 1,045,547
Wiater syster . . 4809,296 5,051,807 4,809,208 5,051,807
‘Sewsr system v . 1,608,056 1,716,988 1,608,056 1,718,988
Tolal:capital. assets $11,607,794 $12,063,946 $6,818,166 $7,229,002 $18,425,060 $18,203,098
Long-term Liabilities

At year-end, the City had $10,842,723 in bonds, compensated absences, and notes outstanding as
shown in Table A-5. More detailed information about the City's debt is presented in the notes to the

financial statements.
Table A5
Long-term Liabilities Outstanding
Govemnmenta| Activifies Business-type Attivities Totals:
2012 I 2012 2011 2012 2011
General obligation bonds $5.605,000  $5,865,000 s - s - $ 5805000  § 5,865,000
General obiigation refunding bonds - - 2,345,000 2,475,000 2.345,000 2,475,000
‘Note payable - goif course 383,501 383,501 - . 383,501 383,501
Note payable - police venicles E 17,367 - - - 17.367
Note payable - fire truck 242,241 283,995 . - 242,241 283,805
Capital lease payable ~ street sweeper 141,305 - - ) - 141,305 %
‘Water and sewer system revente bonds - - 1,425,000 1,485,000 1,425,000 1,485,000
Certificatés of obligation - - 575,000 845,000 575,000 645,000
Compansated absences 101,384 106,316 24,312 28,802 125,676 133,118
Totals $6,473,411 $8,636,179 $4,631.802 $10,842,723

54,389,312 11,267,681

ECONOMIC FACTORS AND NEXT YEAR’'S BUDGETS AND RATES

Appraised value used for the 2012-2013 budget preparation is $433,265,818, up $8,569,171, or 2.0%
above 2011-2012 values. This indicator was taken into account when adopting the General Fund budget
for 2012-2013.

Budgeted General Fund revenues for 2012-2013 are $6,159,006, which represents a 2.0% increase of
$177,7386, from 2011-2012 actual revenues of $5,981,270. Budgeted General Fund expenditures for
2012-2013 are $6,064,158, which represents a 10% increase of $561,962 from 2011-2012 actual
expenditures of $5,502,196. If these estimates are realized, the City’s budgeted General Fund balance is
expected to increase by $1,398 by-the close of 2012-2013.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the City's finances for all those with an
interest in the government's finances. Questions concerning any of the information provided in this
report, or requests for additional financial information, should be addressed to the City's Administration
Office at 501 Sheppard Road, Burkburnett, Texas 76354.
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EXHIBIT A-1

CITY OF BURKBURNETT, TEXAS
‘STATEMENT OF NET ASSETS
SEPTEMBER 30, 2012
.Component Units
; Burkburmett
Primary Government Burkburnett Housing

Asséts:

Cash and cash equivalents $ 1985911 $ 534506 $ 2,500,417 $  e2An2 $ 7416

Receivables, net-of allowances for uncoliectibles:

Property taxes 55,032 - §5,032 . - -

Sales taxes 191,826 B 181,626 63,875 “

Garbage 167,170 - : 167,170 - -

‘Water and sewer charges . 360,375 380,375 - -

Municipal court 430,223 - 130,223 - #

Pue from other goverfinients 47,576 - 57,576 - -

Other 1,656 » 1,856 90,000 .
Internal balances dus toffrom other funds 1,038,618 (1,036,518) - - >
Inventory 2,327 76,498 78.825 » .
Properly heid for sale = - - 590,791 .
Restrictad assels:

Cash and cash squivalents 1.383.780 784,161 2,127,941 20,950 -
Capital assets, net of accumulated depreciation 11,607,794 6818168 18,425,060 1127 "
Othér assels:

Bond issuance costs; net of accumulaled-amortization 20,700 80414 101,114 - E

Deferred ioss or refunding - 18,809 18,809 - e

Othier (850) s (850§ _ e -

Total assets 18:619.863 7,596,311 24,216,174 1,391,215 7416

Liabiliies: )
Accoupts payable 158,180 108,540 267,720 4,948 -
Retainage payable 12,913 . 12,513 B -
Unearned reveriue 4731 % 4731 - -
Accrued interest payable 37,470 20,710 58,680 - ”
Customer depbsits - 167,875 197,675 - -
Long-term liabilities;

Due within one year:

Accriied compensated absences 52,481 13,382 65,843 482 .
General obligation and cartificates of

obligation debt 270,000 200,000 470,600 - -
Revenue bonds . 65,000 65,000 s =
Notes payable 406,198 . 406,198 - =
Capltal lease payable 25,942 - 26,942 - -

Due'in more than one year:

Accrued compansated absences 48.883 10,950 59,833 852 =
Genersl obligation and certificates of ,
obligation debt 5,335,000 2,720,000 8,055,000 ~ s
Revenue bonds - 4,360,000 ,360,000 - -
Notes payable 219,544 - 219,544 - -
Capital lease payable 114,363 - 114,363 - -
Unamortized premium on geberal obligation debt i 16.041 16,041 2L -
Total liabilities 6,668,205 4712.278 11,400,483 5,363 s
Net dssats;
Invested in capital assets, net of related debt 5,258,447 2,556,348 7,812,795 1427 “
Restricted for:
Debt service 87,808 112,733 200,542 - -
Other purposes 1,383,780 531,428 2,015,208 75.950 -
Unrestricted 3,203,622 {416,476) 2,787,146 1,307.775 7,418
Total net assets $ 9931658 $  2.884,033 $ 12,815,691 $ 1384852 $ 7418
e —————1 = = T SEmmm————————

The accompanying nofes are an integral part of this statement.
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EXHIBIT A-3

CITY OF BURKBURNETT, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2012
Debt Special Total
General Service Revenue Governmental
‘Fund Fund Funds Funds
Assets:
Petty cash $ 500 $ - $ - $ 500
Cash in bank 364,504 - 364,504
Certificates of deposit 1,800,907 “ 1,600,807
Receivables, net of allowances for incoliectables:
Property taxes 55,032 = 55,032
Sales taxes 191,626 - 191,628
Garbage 167,170 - 167,170
Municipal court 130,222 v - 130.222
Due from other government - - 57,576 57,576
Other 1,656 . 1,656
Due from other funds 1,104,188 95,799 - 1,189,987
Inventory 2327 - - 2,327
Other assets (550) - s (550)
Restricted assets;
Cash 495,544 - - 495,544
Certificates of deposit and money market 888,238 v - - _ 888,236
Total assets $ 5,001,362 % 95,799 $ 57,576 $ 5,154,737
— e ——
Liabilifies:
Accounts payable $ 156,718 $ - $ 2,462 $ 159180
Retainage payable 12,913 - - 12,913
Deferred revenue 169,136 - 57,676 226,712
Other - 7,990 = 7,990
Due to other funds 95,789 = 87,570 183,369
Total ligbilities 434,566 7,990 127,608 570,164
Fund balances:
Nonspendable 2.327 - - 2,327
Restricted 1,383,780 87,808 - 1,471,689
Unassigned 3,180,689 - {(70,032) 3,110,857
Total fund balances 4,566,796 87,809 (70,032) 4,584,573
Total liabilities and fund balances $ 5,001,362 3 85,799 $ 57,676 $ 5,154,737

The accompanying notes are an integral part of this statement,
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CITY OF BURKBURNETT, TEXAS

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

SEPTEMBER 30, 2012

Total fund balances - governmental funds balance sheet (Exhibit A-3)

Amounts reported for governmenital activities in the statement of net assets
{Exhibit A-1) are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. Capital assets at year-end
consist of:

Gross capital assets
Related accumulated depreciation

Accounts receivable are not available to pay for current period
expenditures and therefore are deferred in the funds.

Some long-term assets and liabilities are not due and payable in the
current period and therefore are not reported as liabilities in the funds.
Those assets and liabilities at year-end consists-of:

Capital leases payable

Notes payable

Bonds payable

Unamortized bond issue costs
Compensated absences
Accrued interest

Net assets of governmental activities - statement of net assets (Exhibit A=1)

The accompanying notes are an integral part of this statement,
13

EXHIBIT A4

$ 4584573
$ 23974573
{12,366,779) 11,607,794
221,981
(141,305)
(625,742)
(5,605,000)
20,700
(101,364)
(29,979) (6,:482,690)
$ 9931658




CITY OF BURKBURNETT, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVSRNMENT%L,F UNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Revenues:
Property taxes
Non-property taxes
Fines and forfeitures
Licenses and permits
Fees and services
Miscellaneous
Intergovernmental revenue

Total revenues

Expenditures:
General government.
Administration
Tax assessingicollecting
City hall
Poli¢e department.
Municipal court
‘Fire departrent
Library
‘Streets and public works
Community center
Garbage collection
EMT.
‘Community planning
Drainage improvement
‘Grant outlay

Total expenditures

Excess of revenues over expendiiures

Capital expenditures
Capital outlay - Capital improvement Fund
Total capital expenditures

Other financing sources (uses):
Principal payments on debt
Capital lease proceeds
Interest expense
interestincome
Sale of capital assels
Transfers
Tetal other finahcing sources (uses)

Change in fund balances
Fund balances - beginning

Fund balances - ending

EXHIBIT A-5

Total
Debt Special Governmental

General Service Reévenue Funds
$ 1,991,067 $ 509,478 $ - $ 2,500,545
2,082,424 - - 2,082,424
73,129 - - 73,129
47,721 - " 47,721
1,630,575 - - 1,630,575
52,799 = - 52,759
34125 C 6,290 40415
(5,911,840 509,478 6,290 6,427,608
188,250 1,930 - 190,180
232,595 - - 232,595
33,415 # 33415
215810 - - 215,810
1,470,783 - - 1,470,783
66,892 - - 66,892
84,636 - - 84,635
145,647 - - 145,647
794,578 . - 784,578
378.960 - - 378,960
21135 - < 21,135
1,338,243 - - 1,338.243
389,643 - - 389,643
118,087 - - 118,087
23523 - - 23523
; - . 7,863 7863
5,502,156 1,930 7.863_ 5,511,989
409,644 507,548 (1.573) 915,619
504,531 - - 501,531
501,531 - “ 601,531
- {299.121) - {299,121)
- 141,305 - 141,305
s (258,955) - {258,955)
29,306 - - 29,306
16,474 - - 16,474

23,650 (23,650) “ -
69430 (440,421) : (370,991)
(22,457) 67,127 (1,573) 43,097
4,589,253 20,682 {68,459) 4,541,476
$ 4,566,796 $ 87,809 $ (70,032 $ 4,584,573

The accompanying notes are an-integral part of this statement.
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EXHIBIT A-6

CITY OF BURKBURNETT, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Net change in fund balances - total governmental funds (Exhibit A-5) $ 43,007

Amounts reported for govemmental activities in the statement of activities (Exhibit A-2)
are different because:

Capital outlays are reported in the governmental funds as expenditures. However,
in the statement of activities, the costs of those assets are allocated over their
useful lives as depreciation expense. The net difference between the two isas

follows:
Capital outlay during the year § 525849
Depreciation-expense for the year {982,074) {458,225)

Because accounts receivable will not be collected for several months after

the City's fiscal year ends, they are not considered 'available’ revenues and are

deferred in the governmental funds. Deferred revenues decreased by this

amount this year. {28,280)

Decreases in accrued compensated absences is not reported as an expenditure
in the governmental funds, but increases long-term liabilities in the staterment
of net assets. Accrued compensated absences decreased by this-amount this year. 5,025

Theissuance of long-term debt (.., bonds; leases) provides current financial
resaurces to governmental funds, while the repayment of the principal of long-
term debt consumes the current financial resources of governmental funds.
The net effect of these transactions are as follows:

Issuance-of long-termdebt (141,305)
Repayment of long-term debt 299,121 157,816

Decreases in bond issuance costs are not reported as an expenditure
in the governimental funds, but decreases long-term assets in the
statement of net assets. (3.600)

Accrued interest on long-termy debt is reported in the statement of activities
but does not required the use of current financial resources; therefore, it'is

rot reported as expenditures in the governmental funds. 2417
Change in net assets of governmental activities - statement of activities (Exhibit A-2) $  (279,750)
e

The accompanying notes are an integral part of this statement.
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CITY OF BURKBURNETT, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUND

WATER AND SEWER FUND
SEPTEMBER 30, 2012

Assets:

Current assets:
Petty cash
Certificates of deposit
Water and sewer receivables, net of allowance
inventory
Bond issuance costs; net
Deferred loss on refunding

Total current agsets

Restricted assets:
Money market

Fixed assets:
Buildings and improvements
Equipment and vehicles
Water system
Sewer system
Construction in progress:
Acclimulated depreciation
Net fixed assets

Total assets

Liabilities:
Current liabilities:
Accounts payable
Accrued compensated absences
Accrued interest payable
Customer deposits
Bue to other funds
Debt due or payable within one year
Total current liabilities

Long-term liabilities;
Accrued compensated absences
Debt due or payable after one year
Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:
Debt service
Other purposes
Unrestricted
Total net assets

Total liabilities and net assets

The accompanying notes are an integral part of this statement.
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EXHIBIT A-7

$ 1,000
360,375

76,498

80414

18,809

1,070,602

744,161

150,560
1,336,643
8,820,975
4,816,222
18,400
(8,322.’534,!
6,818,166

$ 108,540
13,362

20,710

197,675

1,036,618

265,000

1,641,905

10,950
4,096,041
5,748,856

2,556,348

112,733
631,428
(416,476)

2,884,033

$ 8,632,929




CITY OF BURKBURNETT, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN FUND NET ASSETS - PROPRIETARY FUND

WATER AND SEWER FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Operating revenues:
Water revenues
Sewer services
Industrial. charges
Total operating revenues

Operating expenses:
Water supply and distribution
Billing and collections
Wastewater treatment
Water wells
Total operating expenses:

Operating loss

Nenaoperating revenues (expenses):
Interest revenue
Miscellaneous révenue:
Interest expense and fiscal charges
Sale of capital assets
Total nonoperating revenues (expenses)

Net loss
Net assets - beginning

Net Assets -ending

The accompanying notes are an integral part of this statement.
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EXHIBIT A-8

2,212,550
915,233
065

3,128,748

888,360
443,207
906,379

1,214,992

3,452,947

324,199,

9,955
48,623
(174,508)
2,500
(115,430

(439,629)
3,323,662

$

2,884,033



CITY OF BURKBURNETT, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUND

WATER AND SEWER FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Cash flows from operating activities:
Cash received from customers ,
Cash payments to employees for services

Cash payments to other suppliers for goods and services

Net cash provided by operating-activities

Cash flows from non-capital financing activities:
Payments from other funds
Other receipts

Net cash provided by non-capital financing activities

Cash flows from capital and related financing activities:

Principal paid on long-term debt

Interest and paying agent fees paid on long-term debt

Acquisition of capilal assets
Proceeds from sale of capital assets

Net cash used by capital and related financing activities

Cash flows from investing activities:
Interesteamed
Purchase of certificates of deposit

Net-cash.used by capital and related financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents - beginning

Cash and cash-equivalents - ending

Recongciliation of operating income to net cash
provided by operating activities:
Operating loss
Adjustments to reconcile operating loss to nat cash
provided by operating activities:
Depreciation
Change in assets and liabilities:
Decrease in receivables
Decrease in accounts payable
Increase in customer deposits
Decrease in accrued compensated absences

Net cash provided by operating activities
Recongiliation of cash and cash equivalents

Unrestricted cash
Restricted cash equivalents

The accompanying notes are an integral part of this statement.
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EXHIBIT A-9

3,240,344
(697,331)
(2,340,488)

202,525

799,399
46,623
846,022

{260,000)
(163,084)
(113,434

2,500

(634.018)

9,955
{533,506)

7S

{9,022)
754,183

$

745,161

(324,199)

524,359

105,399
(108,741}

6,197
{2,480)

202,525

1,000
744,161

3

745,161



CITY OF BURKBURNETT, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

A

The accompanying financial statements of the City of Burkburnett, Texas (City) have been prepared
in conformity with accounting principles applicable to governmental units which are generally
accepted in the United States of America. The Governmental Accounting Standards Board (GASB)
is the accepted standard setting body for establishing governmental accounting and financial
reporting principles.

1

Financial Reporting Model

In June 1999, the GASB issued Statement No. 34, Basic Financial Statements — and
Management's Discussion and Analysis — for State and Local Govemments. This statement,

known as the “Reporting Model” statement, affects the way the City prepares and presents
financial information. State and local governments traditionally have used a financial reporting
model substantially different from the one used to prepare private-sector financial reports.

GASB Statement No. 34 established new requirements and a new reporting model for the
annual financial reports of state and local governments. The Statement was developed to
make annual reports easier to understand and more useful to the people who use
governmental financial information to make decisions and includes:

Management's Discussion and Analysis - GASB Statement No. 34 requires that
financial statements be accompanied by a narrative introduction and analytical
overview of the government's financial activities in the form of a "management's
discussion and analysis” (MD&A). This analysis is similar to the analysis the private-
sector provides in their annual reports.

Government-Wide Financial Statements - The reporting model includes financial
statements prepared using full accrual accounting for all of the government's activities.

Government-wide financial statements do not provide information by fund or account
group, but distinguish between the City's governmental activities, business-type
activities and activities of its discretely presented component units on the statement of
net assets and statement of activities. Significantly, the statement of net assets
includes both noncurrent assets and noncurrent liabilities of the City, which were
previously recorded in the General Fixed Assets Account Group and the General Long-
Term Debt Account Group. Accrual accounting also reports all of the revenues and
cost of providing services each year, not just those received or paid in the current year
or soon thereafter. The government-wide statement of activities also reflects
depreciation expenses on the City's capital assets, including infrastructure.

in addition to the government-wide financial statements, the City has prepared
governmental fund financial statements which continue to use the modified accrual
basis of accounting and the curmrent financial resources measurement focus.
Acc:m:!mgly the accounting and financial reporting for the Cn.ys General Fund, the
City's major governmental fund, is similar to that presented in the City's financial
statements, although the format of financial statements has been modified by GASB
Staterment No. 34.

Statement of Net Assets - The statement of net assets is designed to display the
financial position of the primary government (government and business-type activities)
and its discretely presented component units. Governments report all capital assets,
including infrastructure, in the government-wide statement of net assets and reports
depreciation expense - the cost of "using up" capital assets - in the statement of

19



CITY OF BURKBURNETT, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

activities. The net assets of a government are broken down into three categories, 1)
invested in capital assets, net of related debt; 2) restricted; and 3) unrestricted.

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

2.  Reporting Entity

The City's basic financial statements include the accounts of all its operations. The City
evaluated whether any other entity should be included in these financial statements. The
criteria for including organizations as component units within the City's reporting entity, as set
forth in GASB Statement No. 39, Determining Whether Certain Organizations are Component
Units; an Amendment of GASB Statement No. 14, include the following:

= theorgaﬂ?zation is legally separate

~ the City holds the corporate powers of the organization

- the City appoints a voting majority of the organization's board

- the City is able to'impose its will on the organization

~ the: nrgamzatlon has the potential to impose a financial benefit/burden on the City

- there is fiscal dependency by the organization on the City

- the exclusion of the organization would result in misleading or incomplete financial
‘statements

Blended component units, although legally separate entities, are in substance, part of the
City's operations and data from these units is combined with data presented by the City.
Dtscretaiy presented component units, on the other hand, are reported in separate columns
in the financial statements to emphasize they are legally separate from the City. Each
blended and discretely presented component unit has a September 30" year end.

The City also evaluated each legally separate, tax-exempt orgamzatten whose resources are
used principally to prowée support to the City to determine if its omission from the reporting
entity would result in financial statements which are misleading or incomplete. GASB
Statement No. 39 requires inclusion of such an organization as a component unit when: 1)
the economic resources received or held by the organization are entirely or almost entirely for
the direct benefit of the City, its component units or its constituents; 2) the City or its
component units is entitlied to, or has the ability to otherwise access, a majonty of the
economic resources received or held by the organization; and 3) such economic resources
are significant to the City.

The Burkburnett Development Corporation is a non-profit corporation formed in August 1997
for the purpose of benefiting and accomplishing the public purposes of the City of
Burkburnett, Texas, by the promotion and development of industrial and manufacturing
enterprises to promote and encourage employment and the public welfare as provided by
section 4B of the Development Corporation Act. The Board of Directors consists of seven
members appointed by the City's Board of Commissioners. The Corporation issues a
separate set of financial statements. A copy of the report can be obtained by sending a
request addressed to the Executive Director, Burkburnett Development Corporation, 104 W.
Third Street, Burkburnett, Texas 76354,

20



CITY OF BURKBURNETT, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

The Burkbumett Housing Finance Corporation is a non-profit corporation formed in March
2001 for the purpose of carrying out the Texas Housing Finance Corporations Act Chapier
394, as amended. The Board of Directors consists of five directors, each of whom is
appointed by the City's Board of Commissioners.

3.  Basis of Presentation, Basis of Accounting

a.

Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of
activities include the financial activities of the overall government. Eliminations have
been made to minimize the double-counting of internal activities. These statements
distinguish between the governmental and business-type activities of the City.
Governmental activities generally are financed through taxes, intergovernmental
revenues, and other non-exchange transactions. Business-type activities are financed
in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and
program revenues for the different business-type activities of the City and for each
function of the City's governmental activities. Direct expenses are those that are
specifically associated with a program or function and, therefore, are clearly identifiable
to a particular function. The City does not allocate indirect expenses in the statement of
activities. Pregram revenues include fees, fines, and charges paid by the recipients of
goods or services offered by the programs and grants and contributions that :are
restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are
presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about
the City's funds, with separate statements presented for each fund category. The
emphasis of fund financial statements is on major governmental and enterprise funds,
each displayed in a separate column. All remaining governmental and enterprise funds
are aggregated and reported as non-major funds.

Proprietary fund operating revenues, such as charges for services, result from
exchange transactions associated with the principal activity of the fund. Exchange
transactions are those in which each party receives and gives up essentially equal
values. Non-operating revenues, such as subsidies and investment earnings, result
from non-exchange transactions or ancillary activities.

The City has three major governmental funds: General Fund, Debt Service Fund and
Special Revenue Fund. The General Fund is the City's primary operating fund. It
accounts for all financial resources of the City ‘except those required to be accounted
for in another fund. The Debt Service Fund accounts for all debt service activity, and
the Special Revenue Fund accounts for the City's grant activity.

The Water and Sewer Fund is the City's only major enterprise fund. This fund accounts
for water and sewer services to residents of the City. Activities necessary to provide
such services are accounted for in the fund, including, but not limited to, administration,
operations, maintenance, finance, and related debt service.
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Measurement Focus, Basis of Accounting

Government-wide and Proprietary Fund Financial Statements: These financial
statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when eamed and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows
take place. Non—exchange transactions, in which the City gives (or receives) value
without directly receiving (or giving) equal value in exchange, include property taxes,
grants, entitiements and donations. On an accrual basis, revenue from property taxes
is recognized in the fiscal year for which the taxes are levied. Revenue from grants,
entitlements and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the
current financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues are recognized when measurable and
available. The City considers all revenues reported in the governmental funds to be
available if the revenues are collected within sixty days after year-end. Revenues from
local sources consist primarily of property taxes: Property tax revenues and revenues
received from the State are recognized under the suscephble—to»accruai concept.
Miscellaneous revenues are recorded as revenue when received in cash because they
are gene:alsy not measurable until actually received.. Investment earnings are recorded
as earned, since they are both measurable and: available Expenditures are recorded
when the related fund liability is incurred, except for principal and interest on general
long-term debt, claims and judgments and compensated absences, which are
recognized as expenditures to the extent they have matured. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing
sources.

When the City incurs an expenditure or expense for which both restricted and
unrestricted resources may be used, it is the City's policy to use restricted resources
first, then unrestricted resources.

Under GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Enlities That Use Proprietary Fund Accounting, all
proprigtary funds will continue to follow Financial Accounting Standards Board (FASB)
standards issued on or before November 30, 1989. However, from that date forward,

proprietary funds will have the option of either 1) choosing not to apply future FASB
standards (including amendments of earlier pronouncements), or 2) continuing to follow
new FASB pronouncements unless they conflict with GASB guidance. The City has
chosen to apply fulure FASB standards.

4. Financial Statement Amounts

a.

Cash and Cash Equivalents
For purposes of the statement of cash flows, highly liquid investments are considered

to be cash equivalents if they have an original maturity of three months or less when
purchased.
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b.  Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of the prior
January 1 for all real and business personal property in conformity with Subtitle E,
Texas Property Tax Code. Taxes are due upon receipt of the tax bill and are delinquent
if not paid before February 1 of the year following the year in which imposed. On
January 1 of each year, a tax lien attaches to property to secure the payment of all
taxes, penalties, and interest ultimately imposed. Property tax revenues are considered
available when they become due or past due and receivable within the current period.

Allowances for uncollectible tax receivables within the General Fund are based upon
historical experience in collecting property taxes. Uncollectible personal property taxes
are periodically reviewed and written off, but the City is prohibited from writing off real
property taxes without specific statutory authority from the Texas Legislature.

At September 30, 2012, net property taxes receivable is calculated as follows:

Gross property taxes receivable $ 110,063
Allowance for uncollectable taxes __(65031)
Net property taxes receivable $ 55032

¢.  Recsivable and Payable Balances

The City believes that sufficient detail of receivable and payable balances Is provided in
the financial statements to avoid obscuring significant components by aggregation.
Therefore, no disclosure is provided which disaggregates those balances.

There are no significant receivables, other than delinquent property taxes, which are
not scheduled for collection within one year. Of the $110,063 in delinquent property
taxes at September 30, 2012, it is expected that the City will collect approximately
$31,000 during the year ending September 30, 2013. This is similar to the collections
for the year ending September 30, 2012.

d.  Capital Assets

Purchased or constructed capital assels are reported at cost or estimated historical
cost. Donated capital assets are recorded at their estimated fair value at the date of the
donation. The City generally capitalizes assets with a cost of $2,500 or more as
purchase and construction outlays occur. Exceptions are stand alone office equipment,
communications equipment, real property and firearms. These items are capitalized
regardless of cost. The cost of normal maintenance and repairs that add no value to or
materially extend the lives of the asset lives are not capitalized.

Capital assets, including those of component units, are depreciated using the straight-
line method over the following estimated useful lives;

Estimated
Asset Class Useful Lives
Buildings 5-40
Improvements, other than buildings 5-40
Mobile equipment 3-10
Furniture, machinery and equipment 3-10
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e Inventories

Inventories are valued at cost. Inventory consists of expendable supplies held for
consumption. Inventories are capitalized under the consumption method, ‘whereby
expenditures are capitalized as inventory until used.

f Inter-fund Activity

Inter-fund activity results from loans, services provided, reimbursements or transfers
between funds. Loans are reported as inter-fund receivables and payables as
appropriate and are subject to elimination upon consolidation. Services provided,
deemed to be at market or near market rates, are treated as revenues and
expenditures or expenses. Reimbursements occur when one fund incurs a cost,
charges the appropriate benefiing fund and reduces its related cost as a
reimbursement. All other inter-fund transactions are treated as transfers. Transfers In
and Transfers Out are netted and presented as a single "Transfers” line on the
government-wide statement of activities. Similarly, inter-fund receivables and payables
are netted and presented as a single "Internal Balances” line of the govermnment-wide
statement of net assets.

g. Fund Balance

Fund balances classified as committed can only be used for specific purposes pursuant:
to constraints imposed by the City Council | through a resolution. A resolution also must
be passed by the City Council to modify or rescind committed fund balances.

Assigned fund balances are constrained by an intent to be used for specific purposes
but are neither restricted or committed. The city manager has assignment authority,
but the City Council retains the right to undo any assignments created by the city
manager.

The City has established the following order to use fund balances when resources are
available from multiple sources for a specific purpose: Committed Fund Balance,
Assigned Fund Balance; and Unassigned Fund Balance.

h. Compensated Absences

Full time, permanent employees are granted vacation benefits in varying amounts to
specxﬁed maximums depending on tenure with the City. Vacations must be used as
vacation or is paid annually upon reaching maximums. Compensated absences are
reported in the govemment wide financial statements.

Sick leave accrues to employees in varying amounts to specified maximums, but does
not vest. Accordingly, employees can only utilize sick leave when sick. Since the
employees accumulating rights to receive compensation for future absences are
contingent upon the absences being cause by future illnesses and such amounts
cannot be reasonably estimated, a liability for unused sick leave is not recorded in the
financial statements.

i Use of Estimates
The preparation of financial statements in conformity with GAAP requires the use of

management's estimates,
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B.

C.

Compliance and Accountabili

1.. Finance-Related Legal and Contractual Provisions

In accordance with GASE Statement No. 38, Certain Financial Statement Note Disclosures,
violations of finance-related legal and contractual provisions, if any, must be reported along
with actions taken to address such violations. The City does not have any finance-related
findings in the current year.

2. Deficit Fund Balance or Fund Net Assets of Individual Funds

The speciai revenue fund accounts for expenditure driven grants. The fund makes expenditures
and then files for reimbursement from the granting agency. Reimbursements not received
within sixty days of year end are deferred revenue, creating a deficit fund balance. The fund is
expected to be replenished in 2013 from reimbursements by Federal grants.

Deposits and Investments

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

Cash Deposits:

At September 30, 2012, the balance of the City’s cash deposits was $4,732,150. The City's cash
deposits at September 30, 2012, and durmg 2012, were entirely covered by FDIC insurance or by
pledged collateral held by the City's agent bank in the City's name.

At September 30, 2012, the Burkburnett Development Corporation’s and Burkburnett Housing
Finance Corporation’s cash deposit balances were $616,812 and $7,416, respectively. The cash
deposits for both component units at September 30, 2012 and during 2012, were entirely covered
by FDIC insurance or by pledged collateral held by the component unit's agent bank in the
component unit's name.

Investments:

The City is required by Government Code Chapter 2256, the Public Funds Investment Act (Act), to
adopt, implement, and publicize an investment policy. That policy must be written; primarily
emphasize safety of principal and liquidity; address investment diversification, yield, maturity and
the quality and capability of investment management; include a list of the types of authorized
investments in which the investing entity's funds may be invested; and set the maximum allowable
stated maturity of any individual investment owned by the entity.

The Act requires an annual audit of investment practices. Audit procedures in this area conducted

as a part of the audit of the basic financial statements disclosed that in the areas of investment

practices, management reports and establishment of appropriate policies, the City adhered to the
requirements of the Act. Additionally, investment practices of the City were in accordance with local
policies.

The Act determines the types of investments which are allowable for the City. These include, with
certain restrictions, (1) obligations of the U.S. Treasury, ceriain U.S. agencies, and the State of
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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, and (10) common trust funds.

Analysis of 8

GASB Statement No. 40 requires a determination -as to whether the City was exposed to the
following specific investment risks at year end and, if so, the reporting of certain related disclosures:

a.  Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The ratings of securities by nationally recognized rating agencies are designed
to give an indication of credit risk. At year end, the City was not significantly exposed to
‘credit risk.

b.  Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository insurance
and the deposits are uncollateralized, collateralized with securities held by the pledging
financial institution, or collateralized with securities held by the pledging financial institution’s
trust department or agent but not in the City's name.

Investment securities are exposed to custodial credit risk if the securities are uninsured, are
not registered in the name of the government, and are held by either the counterparty or the
counterparty’s trust department or agent but not in the City's name.

At year end, the City was not exposed to custodial credit risk.
c. Concentrations of Credit Risk

This risk is the risk of loss attributed to the magnitude of a governmenit's investment in a
single issuer. At year end, the City was not exposed to concentration of credit risk.

d.  Interest Rate Risk

This is the risk that changes in interest rates will adversely affect the fair value of an
investment. At year end, the City was not exposed to interest rate risk.

e.  Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an investment. At
year end, the City was not exposed to foreign currency risk.

The City’s general policy is to report money market investments and short-term participating
mteresbeammg investment contracts at amortized cost and to report non-participating interest-
earning investment contracts using a cost-based measure. However, if the fair value of an
investment is significantly affected by the impairment of the credit standing of the issuer or by other
factors, it is reported at fair value. All other investments are reported at fair value unless a legal
contract exists which guarantees a higher value. The term “short-term” refers to investments which
have a remaining term of one year or less at time of purchase. The term “nonparticipating” means
that the investment's value does not vary with market interest rate changes. Nonnegotiable
certificates of deposit are examples of non-participating interest-earning investment contracts.
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Restr Assets:
Restricted assets in the Governmental and Proprietary Funds consist of cash and cash equivalents

held for specific purposes in accordance with bond ordinances or other legal restrictions and are
comprised of the following:

General Proprietary
Fund Fund

Debt service $ oo $ 112,733

Capital projects 681,548 631,428
Cemetery 168,032 -
Golf course 37,664 -
Hotel/motel funds 332,754 -
TIF funds 160,763 -
Other 3,018 -

Total $ 1,383,780 $ 744,161

D. Capital Assets
Capital asset activity for the period ended September 30, 2012, was as follows:

Beginning Decreasesand Ending
Governmental activities: Balances increases Reclassifications Balances
Capital assets not being depreciated: ’ o ‘
Land $ 8460 s - $ - $ 8469
Conistruction in process 1,045,547 244,381 {1,124,990) 164,938
Total capital assets not being depreciated 1,054,016 244,381 (1,124,990) 173,407
Capital assets being depreciated:
Biiildingsand improvements 1,740,829 - - 1,740,829
Library books ‘526,364 23471 (654) 548,881
Streets and curbs 16,457,455 e 1,124,990 17,582,445
Golf course 644,030 - - 644,030
Golf course land 64,000 - - 64,000
Equipment and vehicles 2,962,687 258,294 - 3,220,981
Total capital assets being depreciated 22,395,365 281,465 1,124,336 23,801,166
Less accumulated depreciation for:
Buildings and improvements 916,186 51,739 - 967.925
Library books 449,654 15,645 (654) 464,645
Streéts and curbs 7,353,426 657,971 - 8,011,397
Golf course 452,927 64,403 - 517,330
Equipment and vehicles 2,213,166 192,316 - 2,405,482
Total accumulated depreciation 11,385,359 982,074 (654) 12,366,779
Total capital assets being depreciated, net 11,010,006 ~ (700,609) 1,124,990 11,434,387
Governmental activities capital assets, net $12.064.022  _§(456.228) $ - $11,607,794
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Beginning Decreases and Ending
Business-type activities: Balances Increases Reclassifications Balances
“Caphital assets not being depreciated.
Construction in process $ - $ 16400 $ = $ 16400
Capital assets being depreciated:
Buildings and-improvements 150,560 - - 150,560
Equipment and vehicles: 1,306,599 30,044 - 1,336,643
Water system 8,753,985 66,990 - 8,820,975
Sewer system 4,816,223 - - 4816223
Total capital dssets being depreciated 15,027,367 197,034 - 15,124,401
Less accumulated depreciation for: ' o
Buildings and improvements 86,572 3,764 . 90,336
Equipment and vehicles 910,290 100,164 - 1,010,454
Water system 3,702,178 300,501 - 4,011,679
Sewer system 13,089,235 110,931 . 3,210,186
Total accumnulated depreciation 7,798,275 524,360 - 8,322,635
Total capital assets being depreciated, net 7,229,092 (427,326) 5,801,766
Business-type activities capital assets, net $ 7,229,092 $ (410,926) $ - § 8,818,166
Depreciation was charged to functions as follows:
Governmental activities:
General government $ 401
Administration 16,440
City hall 8,553
Police department 62,518
Municipal court 808
Fire department 62,631
Library 19,569
Streets and public works 713,003
Parks and recreation 80,166
Community center 575
EMT. 15,220
Community planning 2190
Total depreciation expense - governmental activities $ 982,074
Business-type activities: ,
Water supply and distribution $ 368,052
Billing and collections 5,952
Waste water treatment 118,407
Water wells 31,949

Total depreciation expense — business-type activities
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Activity for the Burkburnett Development Corporation for the year ended September 30, 2012 was

as follows:
Beginning Ending
_ Balances Increases Decreases Balances
Fumiture and office equipment 19,016 $ 1,330 $ - $ 20346
Less: accumulated depreciation 18,016 203 - 19,218
Capital assets; net 3 - $_ 1127 8 I $ 1127

The Burkburnett Development Corporation had $203 in depreciation expense for the year ended
September 30, 2012.

1. Due To and From Other Funds

Inter-fund receivables and payables at September 30, 2012, consisted of the following:

Inter-fund Inter-fund
Fund Receivables Payables
General Fund , $ 1,104,188 $ 95799
Debt Service Fund 95,799 -
Special Revenue Fund - 67,570
Water and Sewer Fund , = 1,036,618 ‘
Total $1,199.987 _$1,199,987

The General Fund receivable represents cash used by the Special Revenue Fund and Water
and Sewer Fund to finance certain activities pending receipt of funds from other investments
and receivables, The General Fund payable represents cash owed to the Debt Service
Fund. '

2. Transfers To:and From Other Funds

Transfers to and from other funds during fiscal year 2012, consisted of the following:

Fund Transfers Out TransfersIn _ Total
General Fund $ (117,655) $ 141,305 $ 23,650
Debt Service Fund (141,305) 117,655 _(23,650)
Total $ (258,960) $258960 _$ -

The General Fund transferred funds to the Debt Service Fund to cover debt service payments. The Debt
Service Fund transferred proceeds from the issuance of a note payable to theGeneral Fund to purchase a
new street sweeper.
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F.  Long-Term Liabilities

1.

Long-Term Liability Activity

Long-term liabilities include debt and other long-term payables. Changes in long-term
liabilities for the year ended September 30, 2012, are as follows:

“Arounts
Begirining Ending Due Within
Balances Increases Detreases Balance One Year

General obligation bonds, s _ N ! .

series 2008 and 2006 $ 5,865,000 $ $(260,000) $ 5,805,000 § 270,000
Notes payable 664,863 - {39,121) 625,742 406,198
Capital leases payable - 141,305 " 141,305 26,942
Compensated absences 106,316 109,443 {114,395) 101,364 52,481
Total governmental activities $6,836,178 $ 250,748 $.(413,516) $8473411 $ 755621
Business-type activities:
Certificates of obligation, sefies 2003 $ 645,000 § - $ (70,000 § 75000 $ 70000
General obligation refunding bonds, ; . : S i

sanewgm 2,475,000 {130.000) 2,345,000 130,000
Revenue bonds 1,485,000 {60,000} 1,425,000 5,000
‘Compensated absences 26,802 26,451 (28,941) 24312 13,382
Total business-type activities  $4,631,802 $ 28451 $(288,841) $4,369,312 § 218882
Component unifs: )
Compensated absences $ 272 $ 215 $ (3514 § 1414 $ 462
Total companent uriits § 212 3 2458 $ (35M4) $ 1414 $ 462
2. General Obligation Bonds

In April 2010, the City issued $2,475,000 in General Obligation Refunding Bonds, Series
2010 to advance refund Tax and Waterworks and Sewer System Surplus Reverxue
Certificates of Obligation, Series 2001. Interest rates range from 2.00% to 3.50% with a
maturity date of February 15, 2026 and annual series payments range from $130,000 to
$215,000.

in June 2008, the City issued General Obligation Bonds, Series 2008 in the amount of
$3,375,000 to finance certain street improvements. The bonds are payable from ad valorem
taxes of the City. The Bonds bear interest at 3.82%. The final maturity date is in 2028 and
the annual series payments range from $90,000 to $245,000.

In August 2008, the City issued General Obligation Bonds, Series 2006 in the amount of
$3,400,000 to finance certain street improvements. The bonds are payable from ad valorem
taxes of the City. The Bonds bear interest at 5.25% 10 6.00%. The final maturity date is in
2026 and the annual series payments range from $125,000 to $250,000.
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3. Revenue Bonds and Certificates of Obligation

In October 2010, the Cily issued Waterworks and Sewer System Revenue Bonds, Series
2010 in the amount of $1,555,000 to finance certain water and sewer improvements. The
bonds are payable from pledge net revenues of the waterworks and sewer system. The
bonds bear interest at 3.00% to 4.00%. The final maturity date is in 2030 and the annual
series payments range from $60,000 to $195,000.

In December 2003, the City issued Tax and Waterworks and Sewer System Surplus
Revenue Certificates of Obligation, Series 2003 in the amount of $1,040,000 to finance
certain water and sewer improvements. The Certificates are payable from ad valorem taxes
of the City and are additionally payable from a lien on and pledge of the net revenue of the
City's combined Waterworks and Sewer System. The Certificates of Obligation bear interest
at 3.15% to0 5.00%. The final maturity date is in 2019 and the annual series payments range
from $50,000 to $95,000.

4.  Notes Payable

In September 2011, the City purchased a fire truck, which was financed with a note in the
amount of $263,995. The note bears intérest at the rate of 4.25% with fixed monthly
payments of $2,713. The final maturity date is in September 2021.

In-October 2009, the City executed a line of credit in the amount of $441,581 for certain golf
‘course improvements. The note bears interest at 2% and originally matured on September
30, 2011. In September 2011 the City renewed the loan and extended Zhe maturity date to
October 1, 2012,

in November 2008, the City purchased police vehicles, which were financed with a note in the
amount of $50,000 bearing interest at the rate of 4.5% with fixed annual payments of
$18,102. The final maturity date was in October 2011.

5.  Capital Lease

The City entered into a lease agreement for a street sweeper in July 2012. This lease is
considered to be a capital lease for accounting purposes. The liability for future capital lease
payments totals $141,305 and is reported as capital lease payable current liability of $26,942
and capital lease payable long-term liability of $114,363 in the Governmental Activities.

The commitments under capitalized lease agreements for equipment provide for minimum
future lease payments as of September 30, 2012 as follows:

Year ending September 30, Amount

2013 $ 30,319
2014 30,319
2015 30,319
2016 30,319
2017 30,319

Total future minimum lease payments 151,595

Less amount representing interest (10,290)

Present value of minimum lease payments $ 141,305

The carrying value of the equipment purchased under capital lease is $167,323 at September
30, 2012,
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G.

6.  Debt Service Requirements

Debt service requirements on long-term debt at September 30, 2012, are as follows:

Governmental Activities Business-type Activities
Notes and General Obligation Cerlificates of Obligation and
Bonds Revenue Bonds

~ Principal Interest Principal Interest
2013 $ 676,198 $ 243,972 § 265000 $ 156,063
2014 308,680 221,409 280,000 148,383
2015 319,707 206,560 285,000 138,520
2018 338,777 182,483 295,000 129,658
2047 351,894 178,528 305,000 118,877
2018-2022 1,963,486 663,413 1,445,000 428,945
2023-2027 2,030:000 237,984 1,250,000 159,202
2028-2032 245,000 4,680 220,000 18.270
Totals $6,230,742 $ 1,948,729 $.4,345.000 $1.298.918

Risk Management

The City is exposed to various risks of loss related to torts, theft, damage or destruction of assets,

errors and omissions, injuries to employees, and natural disasters. The Clty obtains general liability
coverage at a cost that is considered to be economically justifiable by joining together with other
govemmental entities in the State as a member of the Texas Municipal League Intergovernmental
Risk Pool (TML). TML is a self-funded pool operating as a common risk management and
insurance program. The City pays an annual premium to TML for its above insurance coverage.

The agreement for the formation of TML provides that TML will be self-»sustammg through member
premiums and will reinsure through commercial companies for claims in excess of acceptable risk
levels; however, each category of coverage has its own level of reinsurance. The City continues to
carry commercial insurance for other risks of loss. There were no significant reductions in
commercial insurance coverage in the past fiscal year and settled claims resulting from these risks
have not exceeded coverage in any of the past three fiscal years.

Pension Plan
1, Plan Description

The City provides pension benefits for all of its full-time employees through a non-traditional,
joint contributory, hybrid defined benefit plan in the state-wide Texas Municipal Retirement
System (TMRS), an agent multiple-employer public 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 TMRS. This report may be obtained by writihg TMRS, P.O. Box
149153, Austin, TX 78714-9153 or by calling 800-924-8677; in addition, the report is
available on TMRS' website at www. TMRS.com.
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Benefits depend upon the sum of the employee's contributions to the plan, with interest, and
the City-financed monetary credits, with interest. At the date the plan began, the Gity granted
monetary credits for service rendered before the plan began of a theoretical amount equal to
two times what would have been contributed by the employee, with interest. Monetary
credits for service since the plan began are a percent (100%, 150%, or 200%) of the
employee’s accumulated contributions. In addition, the City can grant, as often as annually,
another type of monetary credit (referred to as an updated service credit) which is a
theoretical amount which, when added to the employee's accumulated contributions and the
monetary credits for service since the plan began, would be the total monetary credits and
employee contributions accumulated with interest if the current employee contribution rate
and City matching percent had always been in existence and if the employee's salary had
always been the average of his salary in the last three years. At retirement, the benefit is
calculated as if the sum of the employee’s accumulated contributions with interest and the
employer-financed monetary credits with interest were used to purchase an annuity.

The plan provisions are adopted by the governing body of the City, within the options
available in the state statutes governing TMRS and within the actuarial constraints also in the
statutes. Members can retire at ages 60 or-above with 5 or more years of services or with- 20
years of service regardless of age. A member is vested after 10 years. The contribution rate
for the employees is 7%, and the City's matching ratio is currently 2 to 1.

2. 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 the city. Both the normal cost and prior service contribution rate
include recognition of the projected impact of annually repeating benefits, such as Updated
-Setvice Credits and Annuity Increases.

The City contributes to the TMRS Plan at an actuarial determined rate. Both the employees
and the City make contributions monthly. Since the City needs 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 required contribution rates for fiscal year 2012 were determined as part of the December
31, 2009 and 2010 actuarial valuations. Additional information as of the latest actuarial
valuation, December 31, 2011, also follows:

Valuation Date 1213172009 12/31/2010 1213172011
Actuarial Cost Method Projected Unit Credit  Projected Unit Credit  Projected Unit Credit
Amortization Method Level Percent Level Percent Level Percent
of Payrol of Payroll of Payroll

Remaining Amortization Period 23 years: 21.9years: 20.9 years:

closed period closed period closed period
Asset Valuation Method 10-year smoothed 10-year smoothed 10-year smoothed

market market market
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Valyation Date 12/31/2009 12/3112010 121312011
Actuarial Assumptions: ,
Investment Rate of Return 7.5% 7.0% 7.0%
Projected Salary Increases Varies by age Varies by age Varies by age
and service and service and service
Includes Inflation at 3.00% 3.00% 3.00%
Cost-of-Living Adjustments 2.1% 24% 2.1%

The funded status as of 12/31/2011, the most recent actuarial valuation dates, is as follows:

UAALasa -
Actuarial Actuarial Percentage
Actuarial Value of Accrued Funded Unfunded AAL  Covered of Covered
Valuation Date Assets Liability (AAL) Ratio {UAAL) Payroli Payroll
") 2 (3) (4) (5) (6)
M2 @11 @1 (5)

12/31/2011  $9,680,939 $10,990659  88.1% $1,309,720 $2,608817  50.2%

The schedule of funding progress, presented as Required Supplementary Information following the
notes to the financial statements, presents multi-year trend information about whether the actuarial
value of plan assefs is increasing or decreasing over time relative to the actuarial accrued liability of
benefits.

1. = Contingencies

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

2.  Litigation
The City is subject to claims and lawsuits which arise pnmarﬂy in the ordinary course of
business. It is the opinion of management and the Council that the disposition or ultimate
resolution of such claims and lawsuits will not have a material adverse effect on the financial
position of the City.

3.  Operating lease

The City leased a letter folder in August 2012, which expires in August 2016. Rental expense
related to this lease was $394 for the year endéd September 30, 2012.



CITY OF BURKBURNETT, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

The future minimum rental payments applicable to the operating lease are as foliows:

Year ending
September 30, Amount
2013 $ 4334
2014 4,728
2016 4,728
2016 4,728
Total future minimum lease payments $18,518
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Required Supplementary Information

Required supplementary information includes financial information and disclosures required by the
Governmental Accounting Standards Board but not considered a part of the basic financial
statements.



EXHIBIT B-1

CITY OF BURKBURNETT, TEXAS
GENERAL FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Variance with
Final Budget
Budgeted Amounts Pusitive
Qriginal Final Actual {Negative)
Revenuss: '
Property taxes $ 1974928 § 1974928 § 1991067 § 16,139
Non-property taxes 2,359,758 2,359,758 2,082,424 (277,334)
Fines and forfeitures 450,000 150,000 73,129 (76,871)
Licenses and permits 28,250 28,250 47721 19,471
Fees and services 1,596,645 1,596,645 1,630,575 33,830
Miscellaneous 62,950 62,950 52,799 (10,151)
Intergovernmental revenue 34,125 34,125 34,125 -
Total operating revenves:  B206656 6206656 5,911,840 (294,816)
Expenditures:
General government 534,570 534,570 188,250 348,320
Administration 234,462 234,462 232,595 1,867
Tax assessing/collecting 34,012 34,012 33,415 597
City hall 224,551 224,551 215,810 8,741
Police department 1,563,171 1,563,171 1,470,783 92,388
Municipal court 71,072 71,072 66,892 4,180
Fire 'depaﬂme;ﬁ' 131,750 131,750 ) 84,635 47115
Library 147.702 147,702 145,647 2,055
Streets and public works 835,559 835,559 794,578 40,981
Parks and recreation 450,895 450,895 378,960 71,935
Cemmunity center 32,715 32,716 21,135 11,580
Garbage collection ' 1,305,609 1,305,609 1,338.243 {32,634}
EMT. 374,521 374,521 389,643 {15,122}
Commuriity planning 118,099 118,099 118,087 12
Drainage improvement 94,650 94,650 23,523 71,127
Total expenditures 6,153,338 6,153,338 5,502,196 651,142
Excess (deficiency) of revenues over
{under) expenditures 53,318 53.318 409,644 356,326
Capital outlay - Capital Improvement Fund {68,050} (68.050) (501,531) (433,481)
Other financing sources (uses):
Interest income 50,250 50,250 29,306 (20,944)
Sale of assets - E 18,474 16,474
Transfers 124,180 124,190 23,650 (100,540)
Total other financing sources {uses) 174,440 174,440 69,430 {105,010}
Excess of revenues and other financing sources over
{under) expenditures and other financing uses $ 159,708 $ 158,708 =$ {22,457) &  (182,165)
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CITY OF BURKBURNETT, TEXAS
SCHEDULE OF FUNDING PROGRESS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

EXHBIT B-2

Schedules of Actuarial Liabilities and Funding Progress

Actuarial Valuation Date
Actuarial Value of Assets
Actuarial Accrued Liability

Percentage Funded

Unfunded Actuarial Accrued Liability (UAAL)

Annual Covered Payroli

UAAL as a Percentage of Covered Payroll

Net Pension Obligation (NPO) at the Beginning of

the Period

Annual Pension Cost:

Annual Required Contribution (ARC)

Contributions Made
NPO at the end of the Period
Two Preceding Years:

12/3112011:
Annual Pension Cost

Percentage of Annual Pension Cost Contributed

NPO at the end of the Period

12/31/2010:
Annual Pension Cost

Percentage of Annual Pension Cost Contributed

NPO at the end of the Period
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12/3172011
$ 9,680,939
$10,990,659
88.1%
$ 1,309,720
$ 2608817
50.2%

$ 209,010
$ (299.010)

s . -

$ 385247
100%

$ -

$ 387,646
100%

$ -
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MWH GROUP

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

Independent Auditor’'s Report

Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

City Council

City of Burkburnett, Texas
501 Sheppard Road
Burkburnett, Texas 76354

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Burkburnett, Texas as of and for the year ended September 30, 2012, ‘which
collectively comprise the City of Burkburnett, Texas’ basic financial statements and have issued our report
thereon dated February 4, 2013. We conducted our audit in accordance with auditing standards general!y
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.

Management of the City of Burkburnett, Texas, is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit, we considered the City of
Burkburnett. Texas' internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the City of Burkburnett, Texas' internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the City of Burkburnett, Texas’
internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies; in
internal control such that there is a reasonable possibility that a material misstatement of the City's financial
statements will not be prevented, or detected and corrected oh a timely basis:

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control that we consider to be material weaknesses, as defined above.
However, we identified certain deficiencies in internal control over financial repcn:ing, described in the
accompanying schedule of findings that we consider to be significant deficiencies in internal control over
financial reporting, which are findings 2012-1 and 2012-2. A significant deficiency is a daﬁcxency, or
combination of deficiencies, in internal control that is less severe than a material weakness, yet is important
enough to merit attention by those charged with governance.
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Compliance and other Matters

As part of obtaining reasonable assurance about whether the City of Burkburnett, Texas' financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of ourtests disclosed no instances of noncompliance or other matters that are.
required to be reported under Govermment Auditing Standards.

This report is intended solely for the information and use of management, the Council, others within the
entity, and federal awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

Respectfully submitted,

MWH GROUP, P.C.
February 4, 2013
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CITY OF BURKBURNETT, TEXAS
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED SEPTEMBER 20, 2012
A. Summary of Auditor's Restilts - Financial Statements
Type of auditor's report issued: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? Yes X No

Significant deficiency (ies) identified that are not -
considered to be material weaknesses? X__Yes No

Noncompliance material to financial

statements noted? Yes _ X _No

B. Financial Statement Findings
Finding 2012-1; Control Environment

Condition and Criteria; An ideal control environment provides structure and clear communication of
responsibilities for the City and its employees. However, there are no formal, written policies and
procedures for the City's accounting processes, and the documentation on job descriptions is
outdated. Additionally, there is no formal oversight and review process over routine accounting
procedures, such as bank reconciliations and journal entries.

Cause: The City’s accounting and administrative staff is small in number, and the individuals with
the ability to perform oversight activities and prepare formal policies and procedures manuals often
do not have the time available to do'so.

Effect: Formal policies, procedures and job descriptions provide employees with a better
understanding of management's expectation and their role within the City, without which controls
might not be performed as intended. Additionally, in the event of personnel turnover, the City risks
losing a great deal of knowledge with the terminated employee if there is no current documentation
of that employee’s job activities. When there is lack of proper oversight, there is a possihﬁxty that
misstatements would not be detected or prevented by management or employees in a timely
manner while performing their normal functions.

Recommendations: We recommend that the City prepare a formal document that outlines
accounting policies and procedures for all relevant processes, including an updated document to
outline job descriptions in the administrative offices. As part of this process, we recommend that
specific oversight and review duties be assigned to appropriate personnel.

Finding 2012-2: Internal Controls for Utility Billings and Collections

Condition and Criteria. Internal controls in the Utility Billing Department are not optimal to prevent
or detect misstatements on a timely basis. The following control deficiencies were noted during the
course of the audit;

» Deposits were prepared on a daily basis, but in some cases, the deposits were not taken to
the bank for several days.

» The accounts receivable sub-ledger for the water, sewer, and garbage receivables were
not reconciled to the general ledger on a regular basis.

40



Cause: The administrative and utility billing staff had a higher workload than normal due to
turnovers, and certain aclivities were not performed as a result.

Effect: There is a pess%b:};ty that misstatements would not be detected or prevented by
management or employees in a timely manner if adequate controls are not in place. Additionally,
there is a higher risk of theft or loss if cash is not deposited timely.

Recommendations: We recommend that the City deposit all deposit slips on the day that they are
prepared to avoid unnecessary risks. We also recommend that the City reconcile the accounts
receivable sub-ledgers on a monthly basis to ensure that the general ledger balance agrees to the
detailed sub-ledgers.
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