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City of Sweetwater

BOX 450 ¢ 200 EAST FOURTH ST.
SWEETWATER, TEXAS 79556 o 325-236-6313

January 31, 2015

To the Honorable Mayor, Members of the City Commission, and Citizens of the City of Sweetwater, Texas

State Law requires that every general-purpose local government publish within one hundred and twenty
(120) days of the close of each fiscal year a complete set of audited financial statements. This report is
published to fuffill that requirement for the fiscal year ended September 30, 2014.

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal control that it has been established for
this purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is
to provide reasonable, rather than absolute, assurance that the financial statements are free of any
material misstatements.

Cathrine Wilks, Certified Public Accountant, has issued an unqualified ("clean") opinion on the City of
Sweetwater's financial statements for the year ended September 30, 2014. The independent auditor's
report is located at the front of the financial section of this report.

Management's discussion and analysis (MD&A) immediately follows the independent auditor's report and
provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complements this letter of transmittal and should be read in conjunction with it.

Profile of the Government

The City of Sweetwater, incorporated in 1902, is located in the western part of the State. It currently
occupies 9.91 square miles and serves a population of 10,906. The City of Sweetwater is empowered to
levy a property tax on both real and personal property located within its boundaries. It also is empowered
by State statutes to extend its corporate limits by annexation, which it has done from time to time.

The City of Sweetwater has operated under the council-manager form of government since 1902. Policy-
making and legislative authority are vested in a City Commission consisting of the Mayor and four other
members, all elected on a non-partisan basis. The City Commission appoints the government's manager,
who in turn appoints the heads of various departments. The Commission is elected from single member
districts. Commission members serve two-year staggered terms, with two Commission members elected
every year. The Mayor is elected to serve a two-year term and is elected at large.

The City of Sweetwater provides a full range of services, including police and fire protection; streets and
other infrastructure; recreation and cultural activities; water and sewer services; solid waste management;
and ambulance services. Also, Sweetwater Enterprise for Economic Development, Inc. (S.E.E.D.) has
met the criteria for inclusion as a component unit and is included in the report.

The City Commission is required to adopt 2 final budget by no later than the close of the fiscal year. This
annual budget serves as the foundation for the City of Sweetwater's financial planning and control. The
budget is prepared by fund, function (e.g., public safety), and department (e.g., police). Department
heads may transfer resources within a department as they see fit. Transfers between departments,
however, need special approval from the governing council.



Local economy

The City is a center for manufacturing, oil, transportation, wind energy generation, and agriculture.
Agriculture and oil have played an important role in our economy in past years. The area is a center for
livestock, ranching, and farming with cotton, grains, and sorghum being the principal crops. ‘

Farmers and ranchers have suffered an extreme drought this past year; however, fair cotton crops and
grass conditions for livestock have been experienced.

With the price of oil remaining high over the past few years, the local service and production industry has
had growth; however, decreasing oil prices create uncertainties as to future growth.

Several manufacturing companies are located in close proximity to the City of Sweetwater. An aluminum
smelting plant, a cement production facility, two gypsum based sheetrock production plants and the
growing wind energy industry provide a tremendous economic boost to the City and help maintain
employment rates at a level that is consistently higher than the state average. Our largest employer is a
radioactive detection equipment manufacturing company named Ludium Measurements.

The total appraisal value of all taxable property as of September 30, 2014, both real and personal in the
City is $397,644,410, which is a decrease of $23 million, or 6% from September 30, 2013. This is an
indicator that the economy of the Sweetwater area has remained stable. The stability is reflective of the
City and community leaders' efforts to diversify our economy through promotion of new industry in our
area in addition to the oil and agriculture industries.

Long-term financial planning
The City will be faced with many significant issues over the next twenty years.

Within the next ten years the City will be addressing the following issues:

e Create conditions to help our recent economic growth continue into long term growth. The
Sweetwater Enterprise for Economic Development's primary objective is to promote Sweetwater
and to promote an atmosphere that will bring economic growth to Sweetwater.

e Rising healthcare costs seems to be an issue every year. The City is continually monitoring
benefits and deductibles as well as reviewing the amount paid by our employees. However, this
continues to be a large concern for the City.

e Aging infrastructure in the City's water system presents challenges with ongoing leaks and
repairs. Additionally, the membrane system which filters our purification plant will need to be
replaced as well as a 1930 water storage facility. Improvements will be necessary to continue
service to our citizens.

e Public safety expenses continue to rise every year and the City plans to work closely with the
public safety departments to control costs.

e Develop a location for a new type IV landfill. Our current landfili has an estimated life of less than
ten years.

Within the next twenty years the City will be addressing the following issues:

e Securing a long term water supply. The City is reliant upon a well field for its water supply in
addition to surface water from Oak Creek Lake. At the end of FY 2014, Oak Creek Lake was at
16 percent capacity due to drought conditions. The City will be looking at alternative sources over
the next ten to twenty years.

e Replacement and extensive repairs to the City pool which was constructed in 1978.
Consideration of future annexation sites for incorporation into City boundaries.
Exploring the possibility of an Emergency Services District with the footprint of the County as its
tax base. This would provide for a more equitable and efficient means of serving the area
population with fire and emergency medical services.

e The dams at Oak Creek Reservoir and Lake Trammel will need a major re-facing within the next
fifteen to twenty years.



Major initiatives

The City of Sweetwater had several major capital projects underway in 2014. Two capital projects in final
stages of completion are the new police station and the water wellfield development projects.
Construction on both projects are over eighty percent complete. Completion will be early in fiscal year
2015. The new police station is funded from general fund reserves. The new building will be replacing the
current police station built in 1927. The water wellfield development project increased the City’s wellfeild
from thirty four wells to forty wells ensuring that wells will potentially increase production from 900
thousand to 1.4 million gallons of water daily.

The City is in process of applying for a Texas Community Development Block Grant where if awarded,
eighty percent funds along with the City’s twenty percent will be used to replace older sections of water
main lines.

Another major project is the TCEQ permitting and development of a type IV landfill on land purchased by
the City in fiscal year 2013.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Sweetwater for its comprehensive annual financial report
(CAFR) for the fiscal year ended September 30, 2013. This was the thirty first consecutive year that the
government has received this prestigious award. In order to be awarded a Certificate of Achievement,
the government published an easily readable and efficiently organized CAFR that satisfied both generally
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continues to meet the Certificate of Achievement Program's requirements and we are submitting it to the
GFOA to determine its eligibility for another certificate.

The GFOA awarded the City the Distinguished Budget Presentation Award for its annual budget
document dated September 30, 2014. In order to qualify for the Distinguished Budget Presentation
Award, the government's budget document had to be judged proficient as a policy document, a financial
plan, an operations guide, and a communication device.

The preparation of this report would not have been possible without the efficient and dedicated services
of the entire staff of the finance and administration departments. We wish to express our appreciation to
all members of the departments who assisted and contributed to the preparation of this report. Credit
also must be given to the Mayor and the City Commission for their unfailing support for maintaining the
highest standards of professionalism in the management of the City of Sweetwater's finances.

In addition to the GFOA awards, the City of Sweetwater was awarded the Texas Comptroller Leadership
Circle Gold Member Award for the third year in a row for meeting a high level of local government
transparency on the City’s website.

Respectfully submitted,

Z«{M%’W\/ =
Edward P. Brown Patty Torres
City Manager City Comptrolier
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CaTHrRINE WILKS

Certified Public Accountant 501 Locust Street
P.O. Box 627

Sweetwater, Texas 79556
(325) 236-9552

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor Jim McKenzie and
Members of the City Commission
Sweetwater, Texas 79556

Report on the Financial Statements

| have audited the accompanying financial statements of the governmental activities, the business-type activities,
discretely presented component unit, and the aggregate remaining funds of the City of Sweetwater, Texas, ("City")
as of and for the year ended September 30, 2014, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. | conducted the 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 | plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

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

Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component
unit, and the aggregate remaining funds of the City of Sweetwater, Texas, as of September 30, 2014, and the
respective changes in financial position, and, where applicable, cash flows, and the respective budgetary
comparison for the general fund for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the analysis of funding progress of the City and the Firemen's retirement funds be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an

1"

Member of American Institute of Certified Public Accountants * Texas Society of Certified Public Accountants



essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. | have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to my inquiries, the basic financial statements, and
other knowledge | obtained during the audit of the basic financial statements. | do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City's basic financial statements. The introductory section, combining and individual nonmajor fund financial
statements and schedules, other schedules, and statistical section are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

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

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, | do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated December 29, 2014, on
my consideration of the City of Sweetwater, Texas's internal control over financial reporting and on my 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 my 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 in considering the City's internal control over financial reporting and compliance.

&;M Lithe

Sweetwater, Texas
December 29, 2014
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CITY OF SWEETWATER, TEXAS

Management's Discussion and Analysis

As management of the City of Sweetwater, we offer readers of the City of Sweetwater's financial
statements this narrative overview and analysis of the financial activities of the City of Sweetwater for the
fiscal year ended September 30, 2014. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter of transmittal, which
can be found on pages 3-5 of this report. All amounts, unless otherwise indicated, are expressed in
thousands of dollars.

Financial Highlights

e The assets of the City of Sweetwater exceeded its liabilities at the close of the most recent fiscal year
by $36,772 (net position). Of this amount, $12,854 (unrestricted net position) may be used to meet
the government's ongoing obligations to citizens and creditors.

The government’s total net position increased by $1,228.

As of the close of the current fiscal year, the City of Sweetwater's governmental funds reported
combined ending fund balances of $7,160; of this amount, $5,877 is available for spending at the
government's discretion (unassigned fund balance), $11 is assigned, $94 is restricted and $1,177 is
nonspendable.

e At the end of the current fiscal year, unassigned fund balance for the general fund was $5,877 or 56
percent of total general fund expenditures.

e On a budgetary-basis the City’s General Fund revenues exceeded budget by $259 thousand or 3%
and total expenditures were below budgeted by $746 thousand or 6.6%

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Sweetwater's basic
financial statements. The City of Sweetwater's basic financial statements comprise three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic financial
statements themselves.

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

The statement of net position presents information on all of the City of Sweetwater's assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the City of Sweetwater is
improving or deteriorating.

The statement of activities presents information showing how the government's net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Sweetwater that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City of Sweetwater include general
government, public safety, public works, culture and recreation, community services and airport. The
business-type activities of the City of Sweetwater include the Water and Wastewater Fund, Solid Waste
Management Fund and the Ambulance Fund.

13



CITY OF SWEETWATER, TEXAS

The government-wide financial statements include not only the City of Sweetwater itself (known as the
primary government), but also a legally separate sales tax economic development corporation,
Sweetwater Enterprise for Economic Development (SEED). Financial information for this component unit
is reported discreetly with the financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 24 and 25 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City of Sweetwater,
like other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of Sweetwater can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end
of the fiscal year. Such information may be useful in evaluating a government's near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statements of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities,

The City of Sweetwater maintains six individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, which is considered to be a major fund.
Data from the other five governmental funds is combined into a single, aggregated presentation.
Individual fund data for each of these non-major governmental funds is provided in the form of combining
statements elsewhere in this report.

The City of Sweetwater adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with this
budget.

The basic governmental fund financial statements can be found on pages 26-29 of this report.

Proprietary funds. The City of Sweetwater maintains two different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City of Sweetwater uses enterprise funds to account for its Water and
Wastewater, Solid Waste Management and Ambulance activities. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the City of Sweetwater's
various functions. The City of Sweetwater uses internal service funds to account for its Central Garage
and Stores and for its Self-lnsured Employee Benefit (health care) services. Because both of these
services predominantly benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the Water and
Wastewater Fund, the Solid Waste Management and Ambulance Funds, which are all considered to be
major funds. Conversely, both internal service funds are combined into a single, aggregated presentation

14





































































































































































































































































	Table of Contents
	Letter of Transmittal
	Cert of Achievement
	Organizational Chart
	Elected Officials
	Independent Auditor's Report
	Management Discussion & Analysis
	Basic Financial Statements
	Balance Sheet - Governmental Funds
	Statement of Revenues,Expenditures and Changes
	Reconciliation of Revenues,Expenditures, and Changes
	Statement of Net Position Proprietary Funds
	Statement of Revenues, Expenses and Changes in Fund Net Position
	Statement of Cash Flows
	Notes to Financial Statements
	Schedule of Funding Progress TMRS
	Combining Balance Sheet-Nonmajor Govern. Funds
	Combining Statement of Revenues, Exp. and Changes
	SNAP Special Revenue Fund
	Hotel & Motel Special Revenue Fund
	Cemetery Special Revenue Fund
	Internal Service Funds
	Combining Statement of Revenues, Expenses, and Changes
	Combining Statement of Cash Flows
	Comparative Schedules by Source
	Schedule by Function & Activity
	Statistical Section
	Government Auditing Standards Section

