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atlas 
CMMS CPAs & Advisors PLLC - Levelland 

812 9th Street 
Levelland, TX 79336 

It's about time. 

INDEPENDENT AUDITOR'S REPORT 

Honorable Mayor and City Council 
City of Denver City 
P.O. Box 1539 
Denver City, Texas 

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the 
discretely presented component unit and each major fund of the City of Denver City, Texas (the City), as of and for the year 
ended September 30, 2020, 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 fmancial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these fmancial 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 
fmancial 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 fmancial statements 
are free from material misstatement. The fmancial statements of the Denver City Economic Development Corporation, a 
discretely presented component unit of the City of Denver City, Texas, were audited in accordance with auditing standards 
generally accepted in the United States of America, but not in accordance with Government Auditing Standards. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the fmancial 
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 fmancial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the fmancial statements. 

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

Opinions 

In our opinion, the fmancial statements referred to above present fairly, in all material respects, the respective financial 
position of the governmental activities, each major fund, and the aggregate remaining fund information of the City of Denver 
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City, as of September 30, 2020, and the respective changes in financial position 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 budgetary comparison information as listed in the Table of Contents be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the 
required supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City 
of Denver City, Texas' basic financial statements. The accompanying schedules listed as Other Supplementary Information 
in the table of contents are presented for the purposes of additional analysis and are not a required part of the basic financial 
statements. Such information is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the basic financial statements. The 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 our opinion, the schedule is fairly stated, in all 
material respects, in relation to the basic financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated June IO, 2021, on our 
consideration of the City of Denver City's 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 the effectiveness of Denver City's 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 of Denver City's internal control over financial reporting and compliance. 

C/VlfvfS GPAY& A~½ PLLC, 

Levelland, Texas 
JunelO, 2021 
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CITY OF DENVER CITY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

YEAR ENDED SEPTEMBER 30, 2020 
(Unaudited) 

As management of the City of Denver City, Texas, we offer readers of the City's annual fmancial this narrative overview, 
discussion and analysis of the City's fmancial performance as of and for the fiscal year ended September 30, 2020. Please read 
it in conjunction with the independent auditor's report on page 1 and the City's basic financial statements, which follows this 
section on page 9. 

FINANCIAL IDGHLIGHTS 

At the close of the most recent fiscal year, the City of Denver City's assets exceeded its liabilities by $18,594,219. Of this 
amount, $9,839,940 was categorized as umestricted. 

The City of Denver City's net position increased $1,104,527, or 6.32% as a result of this year's operations. Net position of 
the City's business-type activities increased $1,039,558 or 9.89%, and net position of the City's governmental activities 
increased $64,969, or minimal change. 

During the year, the City's governmental funds had expenditures of $4,106,125 which was $300,980 more than the 
$3,805,145 generated in tax and other revenues for governmental programs. This compares to last year when expenses were 
less than revenues by $191,406. 

The General Fund ended the year with a fund balance of $4,509,889. The Unassigned portion of the General Fund's fund 
balance is 123.14% of total general fund expenditures. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the City of Denver City's basic fmancial statements. The 
City's basic financial statements comprise three components: (1) government-wide fmancial statements, (2) fund financial 
statements, and (3) notes to the fmancial statements. 

The government-wide financial statements include the Statement of Net Position and the Statement of Activities. These 
statements provide information about the activities of the City as a whole and present a longer-term view of the City's property 
and debt obligations and other fmancial matters. They reflect the flow of total economic resources in a manner similar to the 
fmancial reports of a business enterprise. 

Fund fmancial statements report the City's operations in more detail than the government-wide statements by providing 
information about the City's most significant funds. For governmental activities, these statements tell how services were 
fmanced in the short-term, as well as what resources remain for future spending. They reflect the flow of current financial 
resources, and supply the basis for tax levies and the appropriations budget. For proprietary activities, fund financial statements 
tell how goods or services of the City were sold to departments within the City, or to external consumers, and how the sales 
revenues covered the expenses of the goods or services. 

The notes to the fmancial statements provide additional information that is essential to a full understanding of the data provided 
in the government-wide and fund fmancial statements. 

In addition to the basic fmancial statements and accompanying notes, this report also presents certain required supplementary 
information concerning the City's General Fund budget compliance and other supplementary information for additional 
analysis that is not required to be reported under generally accepted accounting principles regarding insurance coverage. 

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

The government-wide fmancial statements present an analysis of the City's overall financial condition and operations. Their 
primary purpose is to show whether the City is better off or worse off as a result of the year's activities. The Statement of Net 
Position includes all the City's assets and liabilities at the end of the year while the Statement of Activities includes all the 
revenues and expenses generated by the City's operations during the year. These apply the accrual basis of accounting which 
is the basis used by private sector companies. 
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CITY OF DENVER CITY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

YEAR ENDED SEPTEMBER 30, 2020 
(Unaudited) 

All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of the 
timing of the related cash flows. Thus, revenues and expenses are reported for some items that will only result in cash flows 
in future periods (e.g. uncollected taxes and earned but unused compensated absences). The City's revenues are divided into 
those provided by outside parties who share the costs of some programs, such as grants provided by the Texas Department of 
Transportation to maintain the City's airport and fees for services such as charges for water usage, and revenues provided by 
the taxpayers and other general revenues. All the City's assets are reported, regardless of whether they serve the current year 
or future years. Liabilities are considered regardless of whether they must be paid in the current year or future years. 

These two statements report the City's net position and changes in it. The City's net position (the difference between assets 
plus deferred outflows less liabilities and def~rred inflows) provide one measure of the City's financial health, or financial 
position. Over time, increases or decreases in the City's net position are one indicator of whether its financial health is 
improving or deteriorating. To fully assess the overall health of the City, however, you should consider non-financial factors 
as well, such as changes in the City's property tax base and the condition of the City's facilities. 

In the Statement of Net Position and the Statement of Activities, the City is divided into three kinds of activities: 

■ Governmental activities - Most of the City's basic services are reported here, including general administration, police, 
fire, emergency medical services, municipal court, street, cemetery, parks, airport, building & inspections, and animal 
control. Property taxes, sales taxes, and franchise taxes finance most of these activities. 

■ Business-type activities - The City. charges a fee to consumers to help it cover all or most of the cost of certain services 
it provides. These include water, sewer, sanitation, and gas services. 

■ Component unit - The City includes a separate legal entity in its report, the Denver City Economic Development 
Corporation. Although legally separate, this component unit is important because the City is financially accountable for 
it. 

REPORTING THE CITY'S MOST SIGNIFICANT FUNDS -THE FUND FINANCIAL STATEMENTS 

The fund financial statements provide detailed information about the most significant funds - not the City as a whole. A fund 
is a group ofrelated accounts that is used to maintain control over resources that have been segregated for specific activities or 
objectives. The City, like other state and local governments, uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. Laws and contracts require the City to establish some funds. The City's administration can 
establish many other funds to help it control and manage money for particular purposes ( e.g., capital projects). All of the funds 
of the City can be divided into two categories: governmental funds and proprietary funds. Each category uses a different 
accounting approach. 

Governmental funds - Governmental funds are used to account for essentially the same functions reported as governmental 
activities in the government-wide financial statements. Unlike the government-wide statements, governmental funds 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 the City's near-term financing requirements. These 
funds use modified accrual accounting ( a method that measures the receipt and disbursement of cash and all other financial 
assets that can be readily converted to cash) to reflect that focus. 

The governmental fund statements provide a detailed near-term view of the City's general operations and the basic services 
it provides. 

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 City's 
near-term financing decisions. Following each of the governmental fund financial statements (the Balance Sheet and the 
Statement of Revenues, Expenditures and Changes in Fund Balance) is a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 

4 



CITY OF DENVER CITY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

YEAR ENDED SEPTEMBER 30, 2020 
(Unaudited) 

Proprietary funds - The City reports the activities for which it charges users (whether outside consumers or other units of 
the City) in proprietary funds using the same accounting method employed in the government-wide statements. In fact, the 
City's enterprise funds (one category of proprietary funds) make up the business-type activities reported in the government
wide statements. Internal service funds (the other category of proprietary funds) report activities that provide supplies and 
services for the City's other programs and activities. Currently, the City has no internal service funds. 

The proprietary fund statements present each major fund separately, providing more detail about these activities than the 
government-wide statements. The major proprietary funds of the City are the Water & Sewer Fund, the Sanitation Fund, 
and the Gas Fund. The proprietary fund fmancial statements include the Statement of Net Position, the Statement of 
Revenues, Expenses, and Changes in Fund Net Position, and the Statement of Cash Flows. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Our analysis focuses on the net position (Table I) and changes in net position (Table II) of the City's governmental and business
type activities. Table I is presented on an "after-elimination" basis. 

Table I 
City of Denver City, Texas 

NET POSITION 

Governmental Business-type 
Total Activities Activities 

2020 2019 2020 2019 2020 2019 
Assets: 

Current and Other Assets $4,795,096 $5,100,843 $3,863,782 $3,306,302 $ 8,658,878 $ 8,407,145 

Capital Assets 2,796,620 2,473,720 8,257,459 7,628,226 11,054,079 10,101,946 

Pension & OPES Deferred Outflow 112,849 434,173 44,940 169,901 157,789 604 074 

Total Assets $7,704,565 $8,008,736 m12,1ss,1a1 $11,104,429 m 19,a10,14s m 19,113,1ss 

Liabilities: 
Long-Term Liabilities 235,241 248,776 439,140 282,079 674,381 530,855 

Short-Term and Other Liabilities 147,416 704,220 67,539 280,649 214,955 984,869 

Pension & OPES Deferred Inflow 279,219 78,020 107,972 29,729 387,191 107 749 

Total Liabilities 661,876 1,031,016 614,651 592,457 1,276,527 1,623,473 

Net Position: 

Invested in Capital Assets 2,796,620 2,473,720 5,957,659 7,628,226 8,754,279 10,101,946 

Unrestricted 4,246,069 4,504.000 5,593,871 2,883,746 9,839,940 7,387,746 

Total Net Position $ Z 042 689 $ 6 9ZZ Z20 $jj 551 530 srn 511 9z2 s rn 594 2m $ H489 692 

Net position of the City's governmental activities increased to $7,042,689 from $6,977,720. Net position of the City's business
type activities increased to $11,551,530 from $10,511,972. 

Unrestricted net position - the part of net position that can be used to fmance day-to-day operations without constraints 
established by debt covenants, enabling legislation, or other legal requirements -totaled $9,839,940 as of September 30, 2020. 
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CITY OF DENVER CITY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

YEAR ENDED SEPTEMBER 30, 2020 
(Unaudited) 

Revenues: 
Program Revenues: 

Charges for Services 

Operating Grants and Contributions 

Capital Grants and Contributions 

General Revenues: 

Property Taxes 

Sales Taxes 

Franchise Taxes 

Occupancy Tax 

Penalty and Interest 

Rent and Royalties 

Miscellaneous Revenue 

Investment Earnings 

Total Revenue 

Expenses: 

General Government 

Public Safety 

Highways And Streets 

Culture and Recreation 

Water & Sewer Services 

Sanitation Services 

Gas Services 

Total Expenses 

Increase in Net Position 

Net Position - Beginning of Year 

Net Position - End of Year 

Table II 
City of Denver City, Texas 

CHANGES IN NET POSITION 

Governmental Activities 
2020 2019 

$ 357,234 $ 319,105 

202,189 117,143 

1,728,319 1,638,355 

888,483 1,138,113 

180,184 189,881 

94,586 123,263 

13,877 24,593 

104,855 99,406 

193,021 103,235 

51,165 167,068 

3,813,913 3,920,162 

928,560 1,001,606 

1,953,693 1,981,991 

620,398 305,410 

246,293 222,911 

3,748,944 3,511,918 

64,969 408,244 

6,977,720 6,569,476 

l6 Z 042 689 l6 6 9ZZ Z2Q 

Business-type 
Activities 

2020 2019 

$3,618,284 $3,300,639 

3,640 4,288 

36,137 68,215 

3,658,061 3,373,142 

1,310,866 1,088,103 

706,571 595,746 

601,066 693,520 

2,618,503 2,377,369 

1,039,558 995,773 

$10,511,972 9,516,199 

$11 551 53Q 10 511 9Z2 

Total 

2020 2019 

$3,975,518 $3,619,744 

202,189 117,143 

1,728,319 1,638,355 

888,483 1,138,113 

180,184 189,881 

94,586 123,263 

13,877 24,593 

104,855 99,406 

196,661 107,523 

87,302 235,283 

7,471,974 7,293,304 

928,560 1,001,606 

1,953,693 1,981,991 

620,398 305,410 

246,293 222,911 

1,310,866 1,088,103 

706,571 595,746 

601,066 693,520 

6,367,447 5,889,287 

1,104,527 1,404,017 

17,489,692 16,085,675 

$18 594 219 l61Z 489 692 

The cost ofall governmental activities this year was $3,748,944. However, as shown in the Statement of Activities, the amount 
that our taxpayers ultimately financed for these activities through City taxes was only $2,826,605 because some of the costs 
were paid with charges for services of $357,234, operating grants and contributions of $202,189, and penalties and interest, 
interest income and other various general revenues of $362,918. 

Key factors related to the City's financial performance over the last year include the following: 

1. Property tax and miscellaneous revenues increased slightly from the previous year's figures. 

2. Sales tax revenues and occupancy tax revenues were down due to the downturn in the oil and gas economy paired with 
the impact from the pandemic. 

3. An increase in bulk-water sales and a slight increase in dumpster rates produced an overall increase of about 8.7% in 
business-type revenue collections. 
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CITY OF DENVER CITY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

YEAR ENDED SEPTEMBER 30, 2020 
(Unaudited) 

4. Investment earnings were down over 300% due to interest rate decreases and a decrease in invested funds over the course 
of the year. 

THE CITY'S FUNDS 

As the City completed the year, its governmental funds reported a fund balance of$4,509,889, which is 6.67% below last year's 
total of $4,810,869. Included in this year's total change in fund balance is a decrease of($300,980) in the City's General Fund. 
The reason for the decrease to the General Fund is attributable to a downturn in the local economy and the effects of the 
pandemic over the last fiscal year. 

For the 2019-2020 fiscal year, actual expenditures on a budgetary basis were $4,106,125 compared to the original budget 
expenditures of $4,230,544. Actual revenue on a budgetary basis was $3,805,145 compared to the original budget of 
$3,580,544. Exhibit G-1 provides a detailed comparison of these changes. Some reasons the actual numbers varied from the 
budget are as follows: 

1. Property tax, sales tax, :franchise tax and occupancy tax revenues were down compared to projections. 

2. Ambulance revenues were higher than projected. 

3. Additional street and curb/gutter work were done in the area where a new subdivision was opened. 

Over the course of the year, the City Council revised the City's budget. These revisions include amendments and supplemental 
appropriations that were approved during the year to address mid-year situational changes and amendments moving funds from 
programs that did not need all the resources originally appropriated to them to programs with resource needs. The primary 
amendments include: · 

■ An increase in ambulance revenue as numbers were higher than projected with the COVID 19 issues. 
■ A decrease in sales tax and occupancytax revenue due to the downturn in the oil industry and pandemic lockdowns. 
■ An increase in federal grant revenue due to the pandemic. 
■ An increase in property taxes revenue. 
■ Income from the sale oflots in two new subdivisions. 
■ An increase in cemetery lots sold. 
■ The addition of school resource and dispatch personnel at the police department and the purchases of three new police· 

vehicles and added equipment 
■ An expanded street and curb/gutter project around the Old Elementary Subdivision 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets-At the end of fiscal year 2020, the City had $26,514,243 invested in a broad range of capital assets, including 
land, buildings, equipment, and infrastructure. 

Major capital asset acquisitions during the current fiscal year included the following: 
■ the purchase of garbage dumpsters for the sanitation collection department; 
■ architectural services for planned building projects 
■ one 2018 and one 2019 Chevrolet pickup; 
■ curb and gutter work for a new housing addition; 
■ utility work for the new housing addition; 
■ a new generator at the pumphouse and new water storage tank fencing; 
■ construction in progress for the water fund with installation of an additional waterline; 
■ grant match and various work on the new frre department vehicle; 
■ mapping work for utilities; 
■ and new laptops and software for the police department. 

The City's fiscal year 2021 capital budget calls for expenditures of $776,150. This includes the following: 
• architectural services for planned building projects; 
• the airport runway rehabilitation project; 
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CITY OF DENVER CITY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

YEAR ENDED SEPTEMBER 30, 2020 
(Unaudited) 

• new garbage dumpsters for the sanitation collection department; 
• and the continued installation of an additional waterline from the west tanks and gas line replacement. 

There are no plans to issue additional debt to finance these expenditures. More detailed information about the City's capital 
assets is presented in Note H to the financial statements. 

Debt - Other obligations include accrued vacation pay and sick leave. More detailed information about the City's long-term 
liabilities is presented in Note I to the rmancial statements. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

The City's elected and appointed officials considered many factors when setting the fiscal-year 2021 budget and tax rates. 
Some key items that should be noted are as follows: 

1. Taxable values for this year were down, decreasing by almost 10.5% from last year's figure. The budget has been put 
together using a tax rate of 95.1927 cents ($0.951927) per one hundred dollars valuation, a rate equal to the no new 
revenue tax rate but an 11.8% tax rate increase from last year. 

2. Overall projected General Fund revenues are down compared to last year's figure. The fund balance for the General 
Fund is projected to be 118% of budgeted expenditures. With the combination of a downturn in the oil and gas 
economy and the COVID-19 pandemic, the sales tax projection for the coming year is down 6.7% from last year's 
figure. There is also an expected decrease in occupancy tax revenue. There is a small increase projected for 
ambulance revenue and a decrease for interest income. 

3. Capital expenditures in the General Fund are few this year. After starting with site preparation and the hiring of an 
architect to begin the process of building a new police station in the last budget, construction is currently on hold as 
we wait for an expected economic recovery. There are funds budgeted to complete the airport runway rehabilitation 
project that has been worked on for several years. Continuation of the street maintenance program is included at a 
reduced level this year. 

4. The construction of an additional line coming in from the West Field tanks was significantly addressed during the last 
fiscal year. Funds have been set aside this year to continue that process. Also, pump repair and replacement is, 
again, an ongoing need in order to keep the City's 19 water wells operating. That is accounted for in the water 
production department. There are also funds earmarked for pump, tank and line repairs in the water distribution 
department. Pump repair and replacement is-also accounted-for in both the wastewater collection and wastewater 
treatment departments. 

5. Additional line replacement is funded in the gas distribution department in order to satisfy state regulatory 
requirements. As mentioned earlier, a transfer of $100,000 from reserves is budgeted to cover the continuation of 
that project. 

6. The City remains committed to managing public resources and continues to operate with a lower-than-average ratio 
of personnel costs to total operating expenses. The FY 2021 budget covers 35 full-time and eight part-time positions. 

7. The total payroll budgeted for this year again leaves the option of implementing approximately 2% raises later in the 
fiscal year if revenues come in at levels better than projected and health insurance numbers remain fairly flat. The 
same increase was budgeted last year but was never implemented after the economic challenges exacerbated by 
COVID-19. Other employee benefits remain at attractive levels. 

8. In a continuing effort to keep customer costs at a small fraction of state averages, budgeted utility rates were all left the 
same this year. 
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CITY OF DENVER CITY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

YEAR ENDED SEPTEMBER 30, 2020 
(Unaudited) 

REQUEST FOR INFORMATION 

This fmancial report is designed to provide our citizens, taxpayers, consumers, and investors and creditors with a general 
overview of the City of Denver City's finances and to show the City's accountability for the money it receives. For questions 
concerning any information provided in this report or requests for additional fmancial information, contact City Hall, City of 
Denver City, Texas, 102 W. 3rd St., Denver City, Texas, 79323. 

This fmancial report also includes financial reporting for the Denver City Economic Development Corporation (EDC), a 
component unit of the City. Its fmancial information is in a separate column on each of the government-wide statements. EDC 
also issues its own set of fmancial statements. For questions concerning EDC, please contact Denver City Economic 
Development Corporation, P.O. Box 2, 104 W. 3rd St., Denver City, Texas, 79323. 
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CITYOFDENVERCITY, TEXAS EXHIBITA-1 
STATEJv.IBNT OF NET POSITION 

SEPTEMBER30,2020 

Primary Government Component Unit 

Business- Nonmajor 

Governmental Type Component 

Activities Activities Total Unit 

ASSETS 

Cash and Cash Equivalents $ 7,311,674 $ - $ 7,311,674 $ 1,079,446 
Taxes Receivable, Net 48,395 48,395 
Accounts Receivable, Net 59,998 557,262 617,260 
Curb and Gutter Asessment Receivable 1,572 1,572 
Franchise Tax Receivable 34,595 34,595 
Sales Tax Receivable 125,201 125,201 31,301 
Due from Other Governments 14,184 14,184 
Due from Other Funds (2,800,523) 2,800,523 

Inventories 408,213 408,213 
Incentive Accounts Receivable, Net 97,784 97,784 
Capital Assets: 

Capital Assets, Net 2,796,620 8,257,459 11,054,079 515,515 

Total Assets 7,591,716 12,121,241 19,712,957 1,626,262 

DEFERRED OUTFLOWS OF RESOURCES 

Deferred Outflow Related to Pension Plan 99,237 39,647 138,884 
Deferred Outflow Related to OPEB Plan 13,612 5,293 18,905 

Total Deferred Outflows of Resources 112,849 44,940 157,789 

LIABILITIES 

Accounts Payable 34,749 200,500 235,249 
Accrued Payroll Liabilities 103,466 12,712 116,178 1,733 
Accrued Vacation - Current 65,725 11,983 77,708 
Sales Tax Payable 1,277 1,277 
Due to Component Unit 31,301 31,301 
Curb and Gutter Assessment 1,572 1,572 
Unapplied Credits 16,843 16,843 
Customer Deposits 195,825 195,825 
Noncurrent Liabilities: 

Accrued Vacation - Long Term 43,342 27,064 70,406 
Net Pension Liability . 26,484 10,300 36,784 
Net OPEB Liability 77,590 30,175 107,765 

Total Liabilities 384,229 506,679 890,908 1,733 

DEFERRED INFLOWS OF RESOURCES 

Deferred Inflow Related to Pension Plan 270,141 105,053 375,194 
Deferred Inflow Related to OPEB Plan 7,506 2,919 10,425 

Total Deferred Inflows of Resources 277,647 107,972 385,619 

NET POSITION 

Net Investment in Capital Assets 2,796,620 5,957,659 8,754,279 515,515 
Umestricted Net Position 4,246,069 5,593,871 9,839,940 1,109,014 

Total Net Position $ 7,042,689 $ 11,551,530 $ 18,594,219 $ 1,624,529 

The notes to the financial statements are an integral part of this statement. 



CITYOFDENVERCITY, TEXAS 
STATEMENTOFACTMTIES 

FOR THEYEARENDED SEPTE:tv1BER30,2020 

Program Revenues 

Primary Government: 
GOVERNMENTAL ACTMTIES: 
General Government 
Public Safety 
Highways and Streets 
Culture and Recreation 

Total Governmental Activities 

BUSINESS-TYPE ACTIVITIES: 
Water & Wastewater Fund 
Sanitation Fund 
Gas Fund 

Total Business-Type Activities 

TOTAL PRIMARY GOVERNMENT 

Component Unit: 
Denver City Economic Development Corporation 

TOTAL COMPONENT UNIT 

Charges for 
Expenses Services 

$ 928,560 $ 28,646 
1,953,693 282,818 

620,398 17,100 

246,293 28,670 

3,748,944 357,234 

1,310,866 2,173,725 
706,571 820,375 
601,066 624,184 

2,618,503 3,618,284 

$ 6,367,447 $ 3,975,518 

$ 200,576 $ -
$ 200,576 $ -

General Revenues: 
Taxes: 

Property Taxes, Levied for General Purposes 
General Sales and Use Taxes 
Franchise Tax 
Other Taxes 
Penalty and Interest on Taxes 

Grants and Contributions Not Restricted 
Miscellaneous Revenue 
Investment Earnings 

Total General Revenues 

Change in Net Position 
Net Position - Beginning 

Net Position -Ending 

The notes to the financial statements are an integral part of this statement. 
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Operating 
Grants and 

Contributions 

$ 87,189 
115,000 

202,189 

$ 202,189 

$ 

$ 



$ 

$ 

Governmental 
Activities 

(812,725) 
(1,555,875) 

(603,298) 
(217,623) 

(3,189,521) 

(3,189,521) 

1,728,319 
888,483 
180,184 
94,586 
13,877 

104,855 
193,021 
51,165 

3,254,490 

64,969 

6,977,720 

7,042,689 

Net (Expense) Revenue and 

Changes in Net Position 

Primary Government 

$ 

$ 

Business-Type 
Activities 

-

862,859 
113,804 
23,118 

999,781 

999,781 

3,640 
36,137 

39,777 

1,039,558 

10,511,972 

11,551,530 

$ 

$ 

Total 

(812.725) 
(1.555.875) 

(603,298) 
(217.623) 

(3,189,521) 

862.859 
113.804 
23.118 

999,781 

(2,189,740) 

1.728.319 
888.483 
180.184 
94,586 

13.877 
104.855 
196.661 

87.302 

3,294,267 

1,104,527 

17,489,692 

18,594,219 

Component Unit 

Nonmajor 
Component 

Unit 

$ 

(200.576) 

(200,576) 

222.181 

7.900 
11.602 

241,683 

41,107 

1,583,422 

$ 1,624,529 
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CITYOFDENVERCITY, TEXAS 
BALANCESHEET 

GOVERNMENTALFUNDS 
SEPTE:rvfBER30,2020 

ASSETS 

Cash and Cash Equivalents 
Taxes Receivable 
Allowance for Uncollectible Taxes ( credit) 
Ambulance Receivable, Net 
Curb and Gutter Assessments Receivable 
Franchise Tax Receivable 
Sales Tax Receivable 
Due From Other Governments 

Total Assets 

LIABILITIES 

Accounts Payable 
Accrued Payroll Liabilities 
Accrued Vacation - Current 
Due to Other Funds 
Due to Component Unit 
Curb and Gutter Assessment 

Total Liabilities 

DEFERRED INFLOWS OF RESOURCES 

Unavailable Revenue - Property Taxes 

Total Deferred Inflows of Resources 

FUND BALANCE 
Unassigned Fund Balance 

Total Fund Balance 

Total Liabilities, Deferred Inflows & Fund Balance 

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

General 
Fund 

$ 7,311,674 
80,134 

(78,217) 
59,998 

1,572 
34,595 

125,201 
14,184 

$ 7,549,141 

$ 34,748 
103,466 
65,725 

2,800,523 
31,301 
1,572 

3,037,335 

1,917 

1,917 

4,509,889 

4,509,889 

$ 7,549,141 



CITYOFDENVERCITY, TEXAS 
RECONCILIATIONOFTHEGOVERNMENTALFUNDSBALANCESHEETTOTHE 

STATEMENTOFNETPOSITION 
SEPTEMBER30,2020 

Total Fund Balances - Governmental Funds 

Capital assets used in governmental activities are not financial resources and 
therefore are not reported in governmental funds. In addition, long-tenn liabilities, 
including bonds payable, are not due and payable in the current period, and, therefore 
are not reported as liabilities in the funds. The net effect of including the beginning 
balances for capital assets (net of depreciation) and long-term debt in the 
governmental activities is to increase net position. 

Current year capital outlays and long-term debt principal payments are expenditures in 
the fund financial statements,but they should be shown as increases in capital assets 
and reductions in long-term debt in the government-wide financial statements. The 
net effect of including the 2020 capital outlays and debt principal payments is to in 
increase net position. 

Included in the noncurrentassets/(liabilities) is the recognition of the City's net pension 
liability required by GASB 68 in the amount of ($26,484) a deferred resource inflow in 
the amount of ($270,141), and a deferred resource outflow in the amount of $99,237. 
This resulted in a decrease in net position by ($197,388). 

Included in the noncurrent assets is the recognition of the City's net OPEB liability 
required by GASB 75 in the amount of ($77,590), a deferred resource inflow in the 
amount of ($7,506), and a deferred resource outflow in the amount of $13,612. This 
resulted of in a decrease in net position by ($71,484) 

The 2020 depreciation expense increases accumulated depreciation. The net effect of 
the current year's depreciation is to decrease net position. 

Various other reclassifications and eliminations are necessary to convert from the 
modified accrual basis of accounting to accrual basis of accounting. These include 
recognizing deferred revenue as revenue. The net effect of these reclassifications and 
recognitions is to increase net position. 

Net Position of Governmental Activities 

The notes to the financial statements are an integral part of this statement. 
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$ 

$ 

EXHIBITC-2 

4,509,889 

2,434,611 

563,488 

(197,388) 

(71,484) 

(240,588) 

44,161 

7,042,689 



CITYOFDENVERCITY, TEX/\S 
STATEMENTOFR;EVENUES,EXPENDITURES,ANDCHANGESINFUNDBALANCES 

OOVERNMENTALFUNDS 
FOR THEYEARENDEDSEPTEMBER30,2020 

REVENUES: 
Taxes: 

Property Taxes 
General Sales and Use Taxes 
Franchise Tax 
Occupancy Taxes 
Penalty and Interest on Taxes 

Licenses and Permits 
Grants and Contributions 
Charges for Services 
Fines 
Curb and Gutter Assessments 
Investment Earnings 
Rents and Royalties 
Other Revenue 

Total Revenues 

EXPENDITURES: 
Current: 

General Government 
Public Safety 
Highways and Streets 
Culture and Recreation 

Capital Outlay: 
Capital Outlay 

Total Expenditures 

Net Change in Fund Balance 
Fund Balance - September 30, 2020 

Fund Balance - September 30, 2021 

The notes to the financial statements are an integral part of this statement. 
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$ 

$ 

EXHIBITC-3 

General 
Fund 

1,719,551 
888,483 
180,184 
94,586 
13,877 
4,445 

202,189 
282,818 
24,201 
17,100 
51,165 

104,855 
221,691 

3,805,145 

908,110 
1,868,646 

592,764 
173,117 

563,488 

4,106,125 

(300,980) 

4,810,869 

4,509,889 



EXHIBITC-4 
CITYOFDENVERCITY, TEXAS 

RECONCILIATIONOFTHEGOVERNMENTALFUNDSSTATEMENTOFREVENUES,EXPENDITURES, 
ANDCHANGESINFUNDBALANCESTOTHESTATEtvfENTOFACTIVITIES 

FOR THEYEARENDED SEPTEivfBER30,2020 

Total Net Change in Fund Balances - Governmental Funds $ 

Current year capital outlays and long-term debt principal payments are expenditures in 
the fund financial statements, but they should be shown as increases in capital assets and 
reductions in long-term debt in the government-wide financial statements. The net effect 
of removing the 2020 capital outlays and debt principal payments is to increase the 
change in net position. 

The implementation of GASB 68 required that certain expenditures to be de-expended 
and record as deferred resource outflows. These contributions made after the 
measurement date of 12/31/19 caused the change in the ending net position in the 
amount of $86,690. Contributions made before the measurement date but after the 
previous measurement date were reversed from deferred resource outflow and recorded 
as current year expense. This cause a decreased in the net change in net position totaling 
($81,719). The City's reported TMRS net pension expense had to be recorded. The net 
pension expense increased the change in net position by $38,619. The result of these 
changes is to increase the change in net position by $43,590. 

The implementation of GASB 75 required that certain expenditures to be de-expended 
and record as deferred outflows. These contributions made after the measurement date 
of 12/31/19 caused the change in the ending net position in the amount of $1,863. 
Contributions made before the measurement date but after the previous measurement 
date were reversed from deferred resource outflows and recorded as a current year 
expense. This caused a decrease in the change in net position totaling ($2,021). The 
City's reported TMRS net OPEB expense had to be recorded. The net OPEB expense 
decreased the change in net position by ($4,918). The result of these changes is to 
decrease the change in net position by ($5,076) 

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

Various other reclassifications and eliminations are necessary to convert from the 
modified accrual basis of accounting to accrual basis of accounting. These include 
recognizing deferred revenue as revenue and adjusting current year revenue to show 
the revenue earned from the current year's tax levy. The net effect of these 
reclassifications and recognitions is to increase the change in net position. 

Change in Net Position of Governmental Activities 

The notes to the financial statements are an integral part of this statement. 
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$ 

(300,980) 

563,488 

43,590 

(5,076) 

(240,588) 

4,535 

64,969 



EXHIBITD-1 
CITYOFDENVERCITY, TEXAS 
STATEMENT OF NET POSITION 

PROPRIETARYFUNDS 
SEPTEMBER30,2020 

Business-Type Activities - Enterprise Funds 

Water& Total 

Wastewater Sanitation Gas Enterprise 

Fund Fund Fund Funds 

ASSETS 
Current Assets: 

Accounts Receivable, Net $ 335,131 $ 128,932 $ 93,199 $ 557,262 

Due from Other Funds 999,113 3,079,258 4,078,371 

Inventories 375,621 32,592 408,213 

Total Current Assets 710,752 1,128,045 3,205,049 5,043,846 

Non current Assets: 
Incentives Accounts Receivable, Net 97,784 97,784 

Capital Assets: 
Capital Assets 7,615,699 434,180 207,580 8,257,459 

Total Non current Assets 7,615,699 434,180 305,364 8,355,243 

Total Assets 8,326,451 1,562,225 3,510,413 13,399,089 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred Outflow Related to Pension Plan 18,407 12,745 8,495 39,647 
Deferred Outflow Related to OPEB Plan 2,457 1,701 1,135 5,293 

Total Deferred Outflows of Resources 20,864 14,446 9,630 44,940 

LIABILITIES 
Current Liabilities: 

Accounts Payable 149,444 43,724 7,332 200,500 
Accrned Payroll Liabilities 5,026 3,565 4,121 12,712 

Accrned Vacation - CU1Tent 5,523 4,128 2,332 11,983 

Sales Tax Payable 1,277 1,277 
Due to Other Funds 1,277,848 1,277,848 

Unapplied Credits 16,843 16,843 
Customer Deposits 102,450 34,900 58,475 195,825 

Total Current Liabilities 1,557,134 86,317 73,537 1,716,988 

Noncurrent Liabilities: 
Accrned Vacation - Long Term 12,998 8,826 5,240 27,064 
Net Pension Liability 4,782 3,311 2,207 10,300 

Net OPEB Liability 14,011 9,698 6,466 30,175 

Total Noncurrent Liabilities 31,791 21,835 13,913 67,539 

Total Liabilities 1,588,925 108,152 87,450 1,784,527 

DEFERRED INFLOWS OF RESOURCES 
Deferred Inflow Related to Pension Plan 48,774 33,766 22,513 105,053 
Deferred Inflow Related to OPEB Plan 1,355 939 625 2,919 

Total Deferred Inflows of Resources 50,129 34,705 23,138 107,972 

NET POSITION 
Net Investment in Capital Assets 5,238,410 490,747 228,502 5,957,659 
Unrestricted Net Position 1,469,851 943,067 3,180,953 5,593,871 

Total Net Position $ 6,708,261 $ 1,433,814 $ 3,409,455 $ 11,551,530 

The notes to the financial statements are an integral part of this statement. 
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CITY OF DENVER CITY, TEXAS 
EXHIBITD-2 

STATEMENTOFREVENUES,EXPENSES,ANDCHANGESINFUNDNETPOSITION 
PROPRIETARYFUNDS 

FOR THE YEARENDED SEPTE:tvlBER30 2020 
Business-Type Activities - Enterprise Funds 

Water& Total 
Wastewater Sanitation Gas Enterprise 

Fund Fund Fund Funds 

OPERATING REVENUES: 
Charges for Services $ 2,173,725 $ 820,375 $ 624,184 $ 3,618,284 
Other Revenue 600 3,040 3,640 

Total Operating Revenues 2,174,325 823,415 624,184 3,621,924 

OPERATING EXPENSES: 
Salaries and Wages 234,600 182,141 84,584 501,325 
Employee Benefits 81,227 66,394 38,031 185,652 
Purchased Services 63,750 149,457 13,819 227,026 
Property & Facility 330,233 116,769 102,061 549,063 
Other Operating Costs 64,509 32,931 38,463 135,903 
Supplies 108,670 50,149 306,993 465,812 
Depreciation 427,877 108,730 17,115 553,722 

Total Operating Expenses 1,310,866 706,571 601,066 2,618,503 

Operating Income 863,459 116,844 23,118 1,003,421 

NONOPERATING REVENUES (EXPENSES): 
Investment Earnings 6,216 29,921 36,137 

Total Nonoperating Revenue (Expenses) 6,216 29,921 36,137 

Change in Net Position 863,459 123,060 53,039 1,039,558 
Total Net Position - September 30, 2020 5,844,802 1,310,754 3,356,416 10,511,972 

Total Net Position - September 30, 2021 $ 6,708,261 $ 1,433,814 $ 3,409,455 $ 11,551,530 

The notes to the financial statements are an integral part of this statement. 
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EXHIBITD-3 
CITYOFDENVERCITY. TEXAS 
STATEMENT OF CASH FLOWS 

PROPRIETARYFUNDS 
FOR THEYEARENDED SEPTEMBER30 2020 

Business-Type Activities - Enterprise Funds 

Water & Total 

Wastewater Sanitation Gas Enterprise 

Fund Fund Fund Funds 

Cash Flows from OQerating Activities: 

Cash Received from User Charges $ 2,131,328 $ 837,262 $ 612,305 $ 3,580,895 
Cash Payments to Employees for Services (317,580) (316,324) (422,979) (1,056,883) 
Cash Payments for Suppliers (386,779) (208,266) (129,795) (724,840) 
Cash Payments for Other Operating Expenses (64,509) (32,931) (38,463) (135,903) 

Net Cash Provided by Operating 
1,362,460 279,741 21,068 1,663,269 Activities 

Cash Flows from Non-CaQital Financing Activities: 

Increase (Decrease) in Due To/From Other Funds (276,073) (199,879) (53,438) (529,390) 

Cash Flows from CaQital and Related Financing Activities: 

Acquisition of Capital Assets (1,086,387) (86,078) (10,491) (1,182,956) 

Cash Flows from Investing Activities: 

Net Activity on Incentive Loans 12,940 12,940 
Interest and Dividends on Investments 6,216 29,921 36,137 

Net Cash Provided by Investing 
6,216 42,861 49,077 Activities 

Net Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents at the Beginning of the Year 

Cash and Cash Equivalents at the End of the Year $ $ $ $ 

Reconciliation of OQerating Income to Net Cash 
Provided By OQerating Activities: 

Operating Income $ 863,459 $ 116,844 $ 23,118 $ 1,003,421 

Adjustments to Reconcile Operating Income 
To Net Cash Provided by Operating Activities: 

Depreciation 427,877 108,730 17,115 553,722 
Effect of Increases and Decreases in Current 

Assets and Liabilities: 

Decrease (Increase) in Receivables 11,257 13,847 (5,283) 19,821 
Decrease (Increase) in Inventories (54,254) (6,596) (60,850) 
Increase (Decrease) in Accounts Payable 104,624 34,569 (11,655) 127,538 
Increase (Decrease) in Payroll Deductions (3,429) (2,403) 327 (5,505) 
Increase (Decrease) in Accrued Vacation 1,676 2,454 (433) 3,697 
Increase (Decrease) in Customer Deposits 11,250 5,700 4,475 21,425 

Net Cash Provided by Operating 
$ Activities 1,362,460 $ 279,741 $ 21,068 $ 1,663,269 

The notes to the financial statements are an integral part of this statement. 
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CITY OF DENVER CITY, TEXAS 
NOTES TO THE FINANCIAL STATEMENTS 

YEAR ENDED SEPTEMBER 30, 2020 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The City of Denver City, Texas (the City) is a municipal corporation which was incorporated under the laws of the 
State of Texas in 1939 and is exempt from federal income taxes. The City operates under a Home Rule Charter 
adopted in an election on April 6, 1985. The City operates under the Council-Manager form of government and 
provides the following services for the community: public safety, highways and streets, sanitation, water, sewer, 
natural gas, culture and recreation, public improvements, planning and zoning, and general administrative services. 

The accounting and reporting policies of the City relating to the funds included in the accompanying basic financial 
statements conform to accounting principles generally accepted in the United States of America (GAAP) applicable to 
state and local governments. Generally accepted accounting principles for local governments include those principles 
prescribed by the Governmental Accounting Standards Board (GASB) and by the Financial Accounting Standards 
Board (when applicable). The more significant accounting policies of the City are described below. 

REPORTING ENTITY 

The City Council ("Council") is elected by the public and it has the authority to make decisions, appoint administrators 
and managers, and significantly influence operations. In evaluating how to define the City, for financial reporting 
purposes, management has considered all potential component units. The decision to include any potential component 
units in the financial reporting entity was made by applying the criteria set forth in GASB 61 - The Financial 
Reporting Entity: Omnibus (GASB 61). Blended component units, although legally separate entities, are, in substance, 
part of the government's operations. Each discretely presented component unit is reported in a separate column in the 
government-wide financial statements to emphasize that it is legally separate from the government. 

The basic, but not the only, criterion for including a potential component unit within the reporting entity is the 
governing body's ability to exercise control. The most significant manifestation of this ability is :fmancial 
interdependency. Other manifestations of this ability include, but are not limited to, the selection of governing 
authority, the designation of management, the ability to significantly influence operations, and accountability for fiscal 
matters. A second criterion used in evaluating potential component units is the scope of public service. Application of 
this criterion involves considering whether the activity benefits the government and/or its citizens. A third criterion 
used to evaluate potential component units for inclusion or exclusion from the reporting entity is the existence of 
special financing relations, regardless of whether the government is able to exercise control. 

Blended Component Units 

Economic Development Board - This entity is included in the general fund of the :fmancial statements as the entity's 
operating budget is funded entirely by the City. The City provides funding on a contract basis. 

Discretely Presented Component Units 

Denver City Economic Development Corporation - "EDC" is a quasi-governmental organization created on June 5, 
2000 as a public instrumentality and non-profit industrial development corporation under provisions of the 
Development Corporation Act of 1979 of the State of Texas and is funded by the City though a three-eighths of one 
percent sales tax. 

The Corporation is considered to be a part of the City's financial reporting entity because the City Council appoints its 
Board of Directors (whose members are removable at will), approves its budget, and exercises final authority over its 
operations. It is discretely presented in a separate column of the City's financial statements to emphasize that it is 
legally separate from the City. Further information concerning the Corporation may be found in Note Q of the notes to 
the :fmancial statements. EDC also issues its own financial report. This report may be obtained by writing to Denver 
City Economic Development Corporation, P. 0. Box 2, 102 W. Third St., Denver City, TX, 79323 or by calling 806-
592-3160. 

20 



CITY OF DENVER CITY, TEXAS 
NOTES TO THE FINANCIAL STATEMENTS 

YEAR ENDED SEPTEMBER 30, 2020 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.) 

Denver City Public Facility Corporation - The Corporation is a non-profit public corporation of the State of Texas 
created under the Public Facility Corporation Act, for the purpose of assisting the City in financing or refinancing of, 
or providing public facilities for the City. A majority of the Public Facility Corporation's board is appointed by the 
City and is removable at will. The Public Facility Corporation was started during the fiscal year ended September 30, 
1999, and as of September 30, 2020, no financial transactions have taken place. 

Denver City Industrial Development Corporation - The "Development Corporation" is a non-profit corporation of 
the State of Texas created by the City to act on its behalf pursuant to the Development Corporation Act of 1979, as 
amended, for the purpose of issuing Industrial Development Revenue Bonds. A majority of the Development 
Corporation's board is appointed by the City. 

The fmancial information for the discretely presented component unit is as follows: 

• The Corporation does not have any net assets at September 30, 2020. 

• The Corporation had issued revenue bonds in 1983 which have been paid. The bonds were not a liability to 
either the Corporation or the City as all liability transferred to the trustee of the bond issue (no commitment debt). 

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 

The Statement of Net Position and the Statement of Activities are government-wide financial statements. They report 
information on all of the City's nonfiduciary activities with most of the interfund activities removed. Governmental 
activities include programs supported primarily by taxes, state foundation funds, grants and other intergovernmental 
revenues. Business-rype activities include operations that rely to a significant extent on fees and charges for support. 

The Statement of Activities demonstrates how other people or entities that participate in programs the City operates 
have shared in the payment of the direct costs. The "charges for services" column includes payments made by parties 
that purchase, use, or directly benefit from goods or services provided by a given function or segment of the City. 
Examples include water charges for water services provided to the residents of the city. The "grants and 
contributions" columns include amounts paid by organizations outside the city to help meet the operational or capital 
requirements of a given function. Examples include grants for emergency response equipment. If revenues are not 
program revenues, they are general revenues used to support all of the City's functions. Taxes are always general 
revenues. 

Inter-fund activities within governmental funds and between governmental funds and proprietary funds appear as due 
to/due from on the Governmental Fund Balance Sheet and Proprietary Fund Statement of Net Position and as other 
resources and other uses on the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund 
Balance and on the Proprietary Fund Statement of Revenues, Expenses, and Changes in Fund Net Position. Interfund 
balances between governmental and business-type activities are eliminated on the Statement of Net Position. 

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

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

YEAR ENDED SEPTEivIBER 30, 2020 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.) 

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT PRESENTATION 

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

Governmental fund fmancial statements use the current :financial resources measurement focus and the modified 
accrual basis of accounting. With this measurement focus, only current assets, current liabilities, deferred inflows and 
outflows, and fund balances are included on the balance sheet. Operating statements of these funds present net 
increases and decreases in current assets (i.e., revenues and other fmancing sources and expenditures and other 
fmancing uses). 

The modified accrual basis of accounting recognizes revenues in the accounting period in which they become both 
measurable and available, and it recognizes expenditures in the accounting period in which the fund liability is 
incurred, if measurable, except for unmatured interest and principal on long-term debt, which is recognized when due. 
The expenditures related to certain compensated absences and claims and judgments are recognized when the 
obligations are expected to be liquidated with expendable available fmancial resources. The City considers all 
revenues available if they are collectible within 60 days after year end. Revenues not considered available are 
recorded as deferred revenues. 

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

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the grant. 
Accordingly, when such funds are received, they are recorded as deferred revenues until related and authorized 
expenditures have been made. If balances have not been expended by the end of the project period, grantors 
sometimes require the City to refund all or part of the unused amount. 

The proprietary fund types and fiduciary funds are accounted for on a flow of economic resources measurement focus 
and utilize the accrual basis of accounting. This basis of accounting recognizes revenues in the accounting period in 
which they are earned and become measurable and expenses in the accounting period in which they are incurred and 
become measurable. Pursuant to GASB Statement No. 62, the City applies all GASB pronouncements as well as all 
Financial Accounting Standards Board pronouncements issued on or before November 30, 1989, unless these 
pronouncements conflict with or contradict GASB pronouncements. With this measurement focus, all assets and all 
liabilities associated with the operation of these funds are included on the fund statement of net assets. The fund 
equity is segregated into invested in capital assets net ofrelated debt, restricted net assets, and unrestricted net assets. 

FUND ACCOUNTING 

Governmental funds are used to account for the City's expendable financial resources and related liabilities ( except 
those accounted for in the proprietary funds). Currently, the City's only governmental fund is its General Fund. The 
City reports the General Fund as a major fund. The General Fund is the City's primary operating fund. It accounts for 
all fmancial resources except those required to be accounted for in another fund. 
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FUND ACCOUNTING (Cont.) 

With the implementation of GASB 54, the City now reports the fund balance of governmental funds in the following 
classifications depending on the relative strength of the spending constraints placed on the purpose for which resources 
can be used: 

a. Nonspendable Fund Balance - Represents the amount that cannot be spent because the assets are not in a 
spendable form (such as inventory or prepaid insurance) or are legally required to remain intact (such as notes 
receivable or principal of a permanent fund). 

b. Restricted Fund Balance - Represents the amounts that are constrained by external parties, constitutional 
provisions or enabling legislation. 

c. Committed Fund Balance - Represents amounts that can only be used for a specific purpose because of a 
formal action by the City Council. Committed amounts cannot be used for any other purpose unless the City 
Council removes the restrictions by taking the same type of formal action. Committed fund balance amounts 
lnay be used for other purposes with appropriate due process by the City Council. Commitments are 
typically done through adoption and amendment of the budget. Committed fund balances amounts differ 
from restricted balances in that the constraints on the funds' usage is internally generated, rather than from 
external sources, constitutional provisions, or enabling legislation. 

d. Assigned Fund Balance - Represents amounts which the City intends to use for a specific purpose but does 
not meet the criteria to be classified as restricted or committed. Intent may be stipulated by the City Council 
or by an official or body to which the City Council delegates the authority. Specific amounts that are not 
restricted or committed in a special revenue, capital projects, debt service or permanent fund are assigned for 
purposes in accordance with the nature of their fund type or the fund's primary purpose. Assignments within 
the General Fund convey that the intended use of the amounts is for a specific purpose that is narrower than 
the general purpose of the City itself. The Councilors have not yet delegated authority to assign fund balance 
amounts to a specific individual. 

e. Unassigned Fund Balance - Represents amounts which are unconstrained in that they may be spent for any 
purpose. Only the General Fund reports a positive unassigned fund balance. Other governmental funds 
might report a negative fund balance in this classification because of overspending for specific purposes for 
which amounts have been restricted, committed or assigned. 

Enterprise Funds report the City's activities for which outside users are charged a fee roughly equal to the cost of 
providing the goods or services of those activities. The City reports its three enterprise funds as major funds: Water 
and Sewer Fund, Sanitation Fund, and Gas Fund. These funds are used to account for the acquisition, operation, and 
maintenance of water and wastewater, sanitation, and gas facilities. These funds are intended to be entirely or 
predominantly self-supported through user charges to customers. 

DEFERRED OUTFLOWS/DEFERRED INFLOWS 

In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows of 
resources. This separate financial statement element, deferred outflows of resources, represents a consumption ofnet 
position that applies to a future period and so will not be recognized as an outflow ofresources (expense/expenditure) 
until that time. The city has the following items that qualify for reporting in that category: 

• Deferred outflow related to pensions, which result from pension contributions after the measurement date 
(deferred and recognized in the following fiscal year) and differences in projected and actual earnings on 
pension liabilities. This amount is amortized over a five-year period. 
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DEFERRED OUTFLOWS/DEFERRED INFLOWS (Cont.) 

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred inflows of 
resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of net 
position that applies to a future period and so will not be recognized as an inflow of resources (revenue) until that time. 
The City has the following items that qualify for reporting on the government-wide statement of net position. 

• Deferred inflow related to pensions, which result from differences in projected and actual earnings on pension 
liabilities. This amount is amortized over a five-year period. 

Additionally, the City has one type of this item, which arises only under a modified accrual basis of accounting, which 
qualifies for reporting in this category. Accordingly, the item, unavailable revenue, is reported on in the governmental 
funds balance sheet. The governmental funds report unavailable revenues from property taxes. These amounts are 
deferred and recognized as an inflow ofresources in the period that the amounts become available. 

PENSIONS 

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

OTHER ACCOUNTING POLICIES 

I. For purposes of the statement of cash flows for proprietary funds, the City considers highly liquid 
investments to be cash equivalents if they have a maturity of three months or less when purchased. 

2. When the City incurs an expense for which it may use either restricted or unrestricted assets, it uses the 
restricted assets first whenever they will have to be returned if they are not used. 

3. Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure 
of funds are recorded in order to reserve that portion of the applicable appropriation, is employed in thl:l 
General Fund. All appropriations lapse at the end of each fiscal year, and encumbrances outstanding at that 
time are either cancelled or appropriately provided for in the subsequent year's budget. Encumbrances do not 
constitute expenditures or liabilities. 

4. Inventory is valued at the lower of cost (first-in, first-out) or market. Inventory consists primarily of water 
and gas meters and pipe. 

5. In the government-wide financial statements, and proprietary fund types in the fund fmancial statements, 
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental 
activities, business-type activities, or proprietary fund type statement of net position. Bond premiums and 
discounts are deferred and amortized over the life of the bonds using the effective interest method. Bonds 
payable are reported net of the applicable bond premium or discount. Bond issuance costs are reported as 
expenses in the year of issue in accordance with GASB No. 65 - Items Previously Reported as Assets and 
Liabilities. 
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OTHER ACCOUNTING POLICIES (Cont.) 

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

7. The City has established a policy which allows employees to accumulate sick leave on the basis of 1 working 
day for each month of service. Unused sick leave may be accumulated from year to year to an accumulated 
total of 72 working days. In the event of employee termination, voluntary or involuntary, there shall be no 
compensation for unused sick leave. The City has established policies allowing employees vacation time. 
Employees may earn vacation leave of up to 20 days per year, depending on the length of service with the 
City. No employee may accrue more than 20 days of vacation leave. Employees may be compensated for up 
to 1 week of vacation pay should their work situation require their presence. 

8. Capital assets, which include land, buildings, furniture, equipment, and infrastructure assets are reported in 
the applicable governmental or business-type activities columns in the government-wide financial statements. 
Capital assets are defined by the City as assets (1) with an initial individual cost of more than $5,000 for 
equipment and machinery, $50,000 for buildings (and building improvements), and $100,000 for 
infrastructure; and (2) an estimated useful life in excess of two years. Land is always capitalized. Such assets 
are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets 
are recorded at estimated fair market value at the date of donation. 

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets' lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects 
are constructed. Buildings, furniture, and equipment of the City and the component units are depreciated 
using the straight-line method over the following estimated useful lives: 

Assets 

Buildings 
Building Improvements 
Infrastructure 
Vehicles 
Office Equipment 
Machinery & Equipment 
Water Rights 

Years 

30-40 
20-25 
20-25 

5 
5-10 
5-30 
12-40 

9. The City is exposed to various risks of loss related to torts; errors and omissions; violations of civil rights; 
theft of, damage to, and destruction of assets; and natural disasters. These risks, with the exception of the 
coverage on the underground fuel tanks at the airport, are covered by the City's participation in the Texas 
Municipal League Intergovernmental Risk Pool (TML Pool). The TML Pool was established by various 
political subdivisions in Texas to provide self-insurance for its members and to obtain lower costs for 
insurance. Losses under $1,000,000 for workers' compensation and liability, and losses under $500,000 for 
property that are incurred by TML Pool members are paid with TML Pool funds. Claims in excess of these 
limits are paid under terms of insurance policies obtained by the TML Pool. The City pays annual premiums 
for liability, property, and workers' compensation coverage. Annual contribution rates are determined by the 
TML Pool Board or by the State Board of Insurance of Texas. Such rates are estimated to include all claims 
expected to occur during the policy period, including claims incurred but not reported. 
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OTHER ACCOUNTING POLICIES (Cont.) 

The TML Pool has established Claims Reserves for each of the types of insurance offered. Thus, although 
the TML Pool is a self-insured risk pool, members are not contingently liable for claims filed above the 
amount of the fixed annual contributions. If losses incurred are significantly higher than actuarially 
estimated, the TML Pool adjusts the contribution rate for subsequent years. Members are also entitled to 
returns of contributions if actual results are more favorable than estimated. 

The TML Pool also makes available to the City loss control services to assist the City in following a plan of 
loss control that may result in reduced losses. The City agrees that it will cooperate in instituting any and all 
reasonable loss control recommendations made by the TML Pool. 

In addition, the City has elected to include EDC for all of its coverage with the TML Pool except for workers' 
compensation. EDC does not contribute anything to the City for this coverage but agrees to follow any 
actions recommended by the City or the TML Pool to reduce risks ofloss. 

The City also carries liability insurance for its underground gas tanks at the airport through Tank Owners 
Members Insurance Company. It has also bonded the employees either required to be bonded or deemed 
necessary by the City. These bonds have been purchased through a local insurance agency. For the year 
ended September 30, 2020, the City of Denver City, Texas contributed approximately $63,359 for its 
bonding, property, liability, and workers' compensation coverage. The City also carries commercial 
insurance on all other risks of loss including employee health and accident insurance. 

No significant reductions in insurance coverage occurred in the past fiscal year and settled claims have not 
exceeded insurance coverage in any of the past three fiscal years. 

10. The City sometimes participates in federally assisted programs. In connection with grants under these 
programs, the City is required to comply with specific terms and agreements, as well as applicable federal and
state laws and regulations. Such compliance is subject to review and audit by the grantors and their 
representatives. In the opinion of management, the City has complied with all requirements. However, since 
such programs are subject to future audit or review, the possibility of disallowed expenditures exists. In the 
event of such disallowance of claimed expenditures, the City expects the resulting liability to be immaterial. 

11. The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect cert.ain 
reported amounts and disclosures. Accordingly, actual results could differ frolll_ those estimates. 

NOTE 2 - BUDGETARY DATA 

The City Council has prepared an "appropriated budget" for the General Fund. The City is required to present the 
adopted and final amended budgeted revenues and expenditures. The City compares the final amended budget to 
actual revenues and expenditures. The General Fund budget comparison report appears as Required Supplementary 
Information after the notes to the financial statements. 

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

1. Article VII of the City Charter requires the City Manager to prepare an annual budget using the zero-based 
budgeting concept at least 45 days prior to the beginning of the fiscal year. The operating budget includes 
proposed expenditures and the means of financing them. Budgeted funds include the General Fund and 
enterprise funds. Enterprise funds are budgeted for management purposes. 
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2. The budget is filed in the City Manager's office not less than 30 days prior to the adoption of the tax levy and 
is open to public inspection. The City Council is required to hold a minimum of two public hearings on the 
budget no less than 15 days subsequent to the filing by the City Manager. 

3. The budget is then adopted at the conclusion of the last public hearing by the favorable votes of a majority of 
the members of the City Council. The original budget was adopted by the City Council on September 16, 
2019, in accordance with the above process. 

4. The City Manager is authorized to transfer budgeted amounts between departments within any fund; 
however, any revisions that increase the total expenditures of any fund must be approved by the City Council 
after appropriate public notice and citizen participation. 

5. The fiscal 2020 General Fund budget was prepared on the modified accrual basis using estimated beginning 
and ending fund balances. The fiscal 2020 enterprise fund budgets were prepared on the accrual basis using 
estimated beginning and ending net position. 

NOTE 3 - CASH AND CASH EQUN ALENTS 

The City maintains a cash and investment pool that is available for use by all funds. Each fund type's portion of this 
pool is displayed on the corresponding statements of net position and balance sheet as "Cash and Investments." 
Income from the earnings on the cash and investments in the pool is allocated to the funds in accordance with the ratio 
of each fund's investment. Each fund's investment is affected by the recording of transactions affecting the pool 
relating to each specific fund. In addition, certain items such as restricted cash are separately held by various funds. 

Restricted Cash - The City collects deposits from utility customers. These deposits total $195,825 and are legally 
restricted by state law for the purpose of offsetting against delinquent accounts or refunding to the customer upon 
termination of service. 

City Policies and Legal and Contractual Provisions Governing Deposits and Investments: 

Custodial Credit Risk for Deposits - State statute requires governmental entities to contract with financial 
institutions in which funds will be deposited to secure those deposits with msurance or pledged securities with a fair 
value equaling or exceeding the amount on deposit at the end of each business day. The pledged securities must be in 
the name of the government entity and held by the entity or its agents. The City's deposits were properly secured 
during the year through a combination of FDIC msurance and a letter of credit from the fmancial institution. The City 
is in substantial compliance with the law for the year ended September 30, 2020 and has no custodial credit risk for its 
deposits. 

Compliance with the Public Funds Investment Act - The Public Funds Investment Act (Government Code Chapter 
2256) contains specific provisions in the areas of investment practices, management reports, and establishment of 
appropriate policies. Among other things, it requires a governmental entity to adopt, implement, and publicize an 
investment policy. That policy must address the following areas: (1) safety of principal and liquidity, (2) portfolio, 
diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates of return, (6) maximum 
allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted maturity allowed based, 
on the stated maturity date for the portfolio, (8) investment staff quality and capabilities, (9) and bid solicitation 
preferences for certificates of deposit. 
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These policies authorize the City to invest in (1) obligations of the United States or its agencies and instrumentalities; 
(2) certificates of deposit by state and national banks doing business in Texas that are (a) guaranteed or insured by the 
Federal Deposit Insurance Corporation, or its successor or, (b) secured by obligations in a manner and amount 
provided by law for deposits of the City; (3) fully collateralized repurchase agreements with a bank in Texas or a 
primary dealer, executed under the Bond Market Master Repurchase Agreement in accordance with the PFIA not to 
exceed 120 days; (4) money market mutual funds that are (a) registered and regulated by the Securities and Exchange 
Commission, (b) have a dollar weighted average stated maturity of 90 days or less, (c) rated AAA by at least one 
nationally recognized rating service, and (d) seek to maintain a net asset value of $1.00 per share; (5) constant-dollar, 
Texas local government investment pools, which (a) meet the requirements of PFIA, (b) are rated no lower than AAA 
or an equivalent rating by at least one nationally recognized rating service, (c) are authorized by resolution or 
ordinance by the City Council. 

The City is in substantial compliance with the Public Funds Investment Act and with local policies. 

Interest Rate Risk - In accordance with its investment policy, the City manages its exposure to declines in fair values 
by limiting the weighted average maturity of its investment portfolio to 365. The maximum allowable stated maturity 
of any individual investment owned by the City shall not exceed one year from the time of purchase. 

The City utilizes a pooled cash method of disbursements, whereby one bank account is used by both types of activities 
to pay expenditures, and the bank account is reimbursed by each fund for the proportionate amount spent by each fund. 
The total carrying value of the cash and cash equivalents by fund type is reported below as of September 30, 2020. 

General Water and Sanitation Gas 
Fund Sewer Fund Fund Fund Total 

Unrestricted Funds $ 4,370,024 $ (1,208,092) $ 876,644 $3,037,971 $7,076,547 
Restricted Funds 102,450 34,900 58,475 195,825 
Chamber Certificate of Deposit 15,039 15,039 
Petty Cash 2,800 2,800 
Returned Checks 3,677 3,677 
Unearned Cash 17.786 17.786 

Total $ 4 402,326 $ (1 105 642) 21] 544 $ 3 026 446 $ 1311 614 

Unrestricted funds are an aggregate of several types of deposits. A breakdown of the unrestricted funds is below. 

Category Amount 
TexPool Deposits $ 866,054 
Texas Class 6,117,102 
Bank Deposits 313,479 
Certificates of Deposit 15.039 

Total $ 1,311,614 

As of September 30, 2020, no holdings included in the cash deposits ( certificates of deposit or TexPool) had a stated 
maturity beyond twelve months and the weighted average maturity ofTexPool was 49 days. 
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TexPool and Texas Class - The City maintains accounts with TexPool and Texas Class which are a public funds 
investment pool established under the authority of the Interlocal Cooperation Act and subject to the provisions of the 
Act. In addition to other provisions of the Act designed to promote liquidity and safety of principal, the Act requires 
the pool to: 1) Have an advisory board composed of participants in the pool and other persons who do not have a 
business relationship with the pool and are qualified to advise the pool; 2) Maintain a continuous rating of no lower 
than AAA or AAA-m or an equivalent rating by Standard and Poor's or other nationally recognized rating services; 
and 3) Maintain the market value of its underlying investment portfolio within one half of one percent of the value of 
its shares. Participation in the pool as allowed under the guidelines of the PFIA is voluntary and may be terminated 
and the funds withdrawn at the discretion of the City Council without any liquidation fees. 

The State Comptroller of Public Accounts exercises oversight responsibility over TexPool, the Texas Local 
Government Investment Pool. Oversight includes the ability to significantly influence operations, designation of 
management, and accountability for fiscal matters. Additionally, the State Comptroller has established an advisory 
board composed of both participants in TexPool and other persons who do not have a business relationship with 
TexPool. The Texas CLASS Board of Trustees exercises oversight responsibility over Texas CLASS. Oversight 
includes the ability to significantly influence operations, designation of management, and accountability for fiscal · 
matters. Additionally, the Board of Trustees has established an advisory board composed of both participants in Texas 
CLASS and other persons who do not have a business relationship with Texas CLASS. 

The Advisory Board members review the investment policy and management fee structure. Finally, TexPool & Texas 
CLASS is rated AAAm by Standard & Poor's. As a requirement to maintain the rating, weekly portfolio information 
must be submitted to Standard & Poor's, as well as the office of the Comptroller of Public Accounts for review. 
TexPool operates in a manner consistent with the SEC's Rule 2a7 of the Investment Company Act of 1940. TexPool 
uses amortized cost rather than market value to report net assets to compute share prices. Accordingly, the fair value of 
the position in TexPool is the same as the value ofTexPool shares. TexPool issues a separately stated annual fmancial 
report with an August 31 fiscal year-end. A copy of this report may be obtained by writing to Texas Treasury 
Safekeeping Trust Company, 208 East 10th Street, Austin, TX, 78701. The report is also available on the Trust's 
website at www.ttstc.com. Texas CLASS issues a separately stated annual financial report with a June 30 fiscal year
end. A copy of this report may be obtained on the Trust's website at texasclass.com. 

NOTE 4 - PROPERTY TAX RECEIVABLE 

In accordance with state law, appraisals of City property for tax pmposes are made by the Yoakum County Appraisal 
District. Assessed values are based upon 100 percent of appraised market value and are reviewed every three years. 
Taxpayers have the right to challenge the assessed value. 

The City's property taxes are levied each October 1 based upon 100 percent of the assessed value listed as of the prior 
January 1 for all real and business personal property located in the City in conformity with Subtitle E, Texas Property 
Tax Code. Taxes are due to the Yoakum County Tax Assessor/Collector 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 is 
attached to property by state law to secure the payment of all taxes, penalties, and interest ultimately imposed. 
Property tax revenues are considered available (I) when they become due or past due and receivable within the current 
period and (2) when they are expected to be collected during a 60-day period after the close of the City's fiscal year. 

The tax rate for fiscal 2020 (2019 tax levy) was $0.851219 per $100 assessed value. The maximum allowable tax rate 
for the City is $2.50 for each $100 assessed value. The City is subject to a tax rate rollback if the total amount of 
property taxes imposed in any year, as defmed by statute, exceeds the total amount of property taxes imposed in the 
preceding year, as defined by statute, by 8%. 
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The original appraised net taxable value upon which the 2019 tax levy was based was $195,565,844 for mineral and 
non-mineral real and personal property. Current tax collections ( after tax office adjustments) for fiscal year 2020 were 
approximately 97.75% of the tax levies available to be collected. 

Concentration of Risk - During the year, the City collected approximately 19.94% of its property tax revenue from 
one oil and gas company operating within the City. This poses a potential risk to the City, which could be adversely 
affected if a situation arose where this company could or would not pay the assessed taxes, or if the company's 
assessed values significantly decline. 

Delinquent Taxes Receivable - Allowances for uncollectible tax receivables within the General Fund are based on 
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. The $48,395 difference between the Governmental Activities and the General Fund is a reconciling 
item between the two financial statements. 

Governmental General 
Activities Fund 

Property Taxes Receivable $ 80,134 $ 80,134 
Allowance for Uncollectible Taxes (31,739) (78,217) 
Deferred Inflows (1.917) 

Net Property Taxes Receivable $ 48 325 $ 

NOTE5-ACCOUNTSRECEIVABLE 

The City's General Fund reports various receivables as of the fiscal year end to be collected within the following fiscal 
year, including sales and franchise taxes, ambulance service calls, and receivables from Yoakum County and other 
governmental entities. 

The City's enterprise funds operate on a monthly billing cycle, issuing billings continuously during the month. The 
accounts receivable for the enterprise funds at September 30, 2020 represent all unpaid billings issued prior to 
September 30, 2020 that have not been written off and the unbilled services provided before that date. An allowance 
account has been established based on 90% of the outstanding inactive account balance and accounts aged over 120 
days. 

Concentrations of Risk - The City grants credit to its customers without collateral other than a nominal security 
deposit. Ambulance activity within the Governmental Activities is generated from emergency service calls within the 
city and county. Most enterprise activity occurs within the City limits, except for sanitation, which provides services 
to selected parts of the county. 

The gas fund purchases the gas product from a single supplier. Should that supplier elect to or not be able to service 
the Denver City area, the City would be severely impacted. 

The schedule detailed below are reported net of allowances on the government-wide and fund fmancial statements as 
of September 30, 2020. 
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Governmental 
Activities Business-type Activities 

Water and Sanitation Gas 
Sewer Fund Fund Fund Totals 

Utilities Receivable 

General Fund 

$ $ 466,308 $ 172,031 $ 276,720 $ 915,059 
Sales Tax Receivable 
Franchise Tax Receivable 
Ambulance Receivable 
Interest Receivable 
Allowance for Uncollectibles 

125,201 
34,595 

133,116 

(131.176) (43.099) (183.521) (357.796) 

Net Accounts Receivable 

(73.118) 

$ 219794 $ 335,132 $ 128 932 $ 93,199 $ 557263 

NOTE 6 - INTERFUND BALANCES 

Transactions between funds that would be treated as revenues, expenditures, or expenses if they involved 
organizations external to the governmental unit are accounted for as revenues, expenditures, or expenses in the funds 

· • involved. Reimbursements from one fund to another for expenditures or expenses already made are recorded as 
expenditures or expenses in the reimbursing fund. 

Non-recurring or non-routine transfers of equity between funds are treated as residual equity transfers and are reported 
as additions to or deductions from the fund balance of governmental funds. Residual equity transfers to/from 
proprietary funds are treated as increases/decreases to unrestricted net assets. All other transfers are treated as 
operating transfers and are included in the results of operations of both governmental and proprietary funds. 

As of September 30, 2020, the City had no interfund balances. 

NOTE 7 - CAPITAL ASSETS 

Capital asset activity for the City for the year ended September 30, 2020 was as follows: 

Beginning · Retirements Ending 
Balance Additions and Adjustments Balance 

Governmental Activities: 
Land $ 230,725 $ $ $ 230,725 
Infrastructure 524,424 63,642 588,066 
Improvements 946,830 312,509 1,259,339 
Buildings 1,908,331 1,908,331 
Vehicles 1,491,173 53,555 1,544,728 
Machinery and Equipment 680.435 133,782 814.217 

Totals at Historic Cost 5.781.918 563.488 6.345.406 
Less Accumulated Depreciation 

Infrastructure (160,499) (22,476) (182,975) 
Improvements (346,027) (39,906) (385,933) 
Buildings (946,860) (49,958) (996,818) 
Vehicles (1,242,467) (99,539) (1,342,006) 
Machinery and Equipment (612.345) (28.709) (641.054) 

Totals Accumulated Depreciation (3.308.198) (240.588) (3.548.786) 
Governmental Activities 

Capital Assets, Net $ 2 47312Q $ 322 9QQ $ $ 2 796 62Q 
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Depreciation expense for governmental activities is reported as a separate line item in the Statement of Activities to 
better facilitate disclosure. The depreciation expense is allocated to the major functions as follows: 

Function Amount 

General Government $ 53,496 
Public Safety 120,162 
Streets 28,239 
Culture and Recreation 38,691 

Total $ 24Q 588 

Beginning Retirements Ending 
Balance Additions and Adjustments Balance 

Business-type Activities: 
Land $ 440,000 $ $ $ 440,000 
Water Rights 631,521 631,521 
Construction in Progress 2,244,747 1,007,905 3,252,652 
Infrastructure 8,240,133 8,240,133 
Improvements 4,748,929 4,748,929 
Buildings 70,419 70,419 
Vehicles 809,847 31,473 841,320 
Machinery and Equipment 1.800.284 143.578 1.943.862 

Totals at Historic Cost 18.985.880 1.182,956 20.168.836 

Less Accumulated Depreciation 
Water Rights (631,521) (631,521) 
Infrastructure (4,393,675) (268,451) (4,662,126) 
Improvements (4,268,550) (134,981) (4,403,531) 
Buildings (46,430) (2,266) (48,696) 
Vehicles (790,699) (12,009) (802,708) 
Machinery and Equipment (1.226.780) (136,015) (l.362.795) 

Total Accumulated Depreciation (11.357.655) (553,722) (11.911.377) 

Business-type Activities 
Capital Assets, Net $ 7,628,225 $ 629 234 $ $ 8 257 459 

NOTE 8 - LONG-TERM COMPENSATED ABSENCES 

The only long-term debt carried by the City relates to the accrual of compensated absences payable in more than one 
year. Compensated absences due within one year are reported within the respective governmental and enterprise 
funds. Funds from the respective governmental or business-type activities are used to liquidate the long-term 
compensated absences when necessary. 

Long-term activity for the year ended September 30, 2020, was as follows: 

Governmental Activities: 
Other Liabilities: 

Compensated Absences 

Business-Type Activities: 
Other Liabilities: 

Compensated Absences 

Beginning 
Balance Additions Reductions 

Ending 
Balance 

$ 39 1Q9 $ 15 116 $ (1Q 883) $ 43 342 

$ 21 992 $ 13 137 $ (8 Q65 ) $ 27 Q64 
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NOTE9-COMPONENTUNIT 

The City receives the sales remittances from the State Comptroller's office electronically each month. In tum, the City 
remits the appropriate dedicated sales tax amounts to the Denver City Economic Development Corporation. During 
the fiscal year, the City received and remitted the following amounts. The remaining balance due to EDC is expected 
to clear out in the next fiscal year. 

Beginning 
Balance Collections Remittances 

Ending 
Balance 

Due to Component Unit $ 43,523 $ 265.642 $ (277 864) $ 31.301 

NOTE 10 - DEFINED BENEFIT PLANS 

Plan Description: The City of Denver City participates as one of 866 plans in the nontraditional, joint contributory, 
hybrid defined benefit pension plan administered by the Texas Municipal Retirement System (TMRS). TMRS is an 
agency created by the State of Texas and administered in accordance with the TMRS Act, Subtitle G, Title 8, Texas 
Government Code (the TMRS Act) as an agent multiple-employer retirement system for municipal employees in the 
State of Texas. The TMRS Act places the general administration and management of the System with a six-member 
Board of Trustees. Although the Governor, with the advice and consent of the Senate, appoints the Board, TMRS is 
not fiscally dependent on the State of Texas. TMRS's defined benefit pension plan is a tax-qualified plan under 
Section 401(a) of the Internal Revenue Code. TMRS issues a publicly available comprehensive annual financial report 
(CAFR) that can be obtained at www.tmrs.com. 

All eligible employees of the City are required to participate in TMRS. 

Benefits Provided: TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the 
governing body of the City, with the options available in the state statutes governing TMRS. 

At retirement, the benefit is calculated as if the sum of the employee's contributions, with interest, and the city
financed monetary credits with interest were used to purchase an annuity. Members may choose to receive their 
retirement benefit in one of seven payment options. Members may also choose to receive a portion of the benefit as a 
Partial Lump Sum Distribution in an amount equal to 12, 24, or 36 monthly payments, which cannot exceed 75% of. 
the member's deposits and interest. 

The City of Denver City has adopted plan provisions that provide for retirement eligibility at age 60 and above with 5 
or more years of service, or with 20 years of service regardless of age. The plan provides supplemental death benefits 
for both employees and retirees, as well as disability benefits. Members are vested after 5 years and may work for 
more than one TMRS city during their career. If a member is vested in one TMRS city, he or she is immediately 
vested upon employment with another TMRS city. Similarly, once a member has met the eligibility requirements for 
retirement in a TMRS city, he or she is eligible in other TMRS cities as well. 

Employees Covered by Benefit Terms: 

At the December 31, 2019 valuation and measurement date, the following employees were covered by the benefit 
terms: 

Inactive employees or beneficiaries currently receiving benefits 22 
Inactive employees entitled to but not yet receiving benefits 33 
Active employees 11 
Total 86 
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Contribution: Employees for the City of Denver City, Texas were required to contribute 5.00% of their annual gross 
earnings during the fiscal year. The contributions rates for the City were 11.30% and 11.17% in calendar 2019 and 
2020, respectively. The City's contribution to the TMRS for the year ended September 30, 2020 was $163,530 and 
was equal to the required contributions. 

Net Pension Liability: The City's Net Pension Liability (NPL) was measured as of December 31, 2019, and the Total 
Pension Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of that 
date. 

Actuarial Assumptions 

The Total Pension Liability in the December 31, 2019, actuarial valuation was determined using the following 
actuarial assumptions: 

Inflation 2.5% per year 
Overall payroll growth 
Investment rate of return 

3 .5% to 11.5% per year, including inflation. 
6.75%, net of pension plan investment expense, including inflation. 

Discount Rate 

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

Changes in the net pension liability 

Increase/(Decrease) 
Total Plan Net Position 

Pension Fiduciary Liability 
Liability Net Position (a)-(b) 

(a) (b) 
Balance at 12/31/18 $ 9,607,745 $ 8,774,974 $ 832,771 
Changes for the year: 

Service Cost 160,528 160,528 
Interest 637,446 637,446 
Change in benefit terms 
Diffbetween expected/actual exp. (49,165) (49,165) 
Changes of assumptions 28,364 28,364 
Contributions - employer 156,552 (156,552) 
Contributions - employee 69,253 (69,253) 
Net investment income 1,355,250 (1,355,250) 
Benefit Payments (488,727) (488,727) 
Administrative expenses (7,665) 7,665 
Other charges (230) 230 
Net changes 288,446 1.084.433 (795.987) 

Balance at 12/31/19 $ 2 826 121 $ 2 852,401 $ 36184 
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate 

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

City's net pension liability 

1 % Decrease in 
Discount Rate 

(5.75%) 

$ 1,225,037 

Discount Rate 
(6.75%) 

$36,784 

1 % Increase in 
Discount Rate 

(7.75%) 

$ (955,844) 

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

For the year ended September 30, 2020 the City recognized pension expense in the amount of $102,914. 

At September 30, 2020 the district reported deferred outflows of resources and deferred inflows of resources related to 
pensions form the following sources: 

Deferred Deferred 
Outflows of Inflows of 
Resources Resources 

Differences between expected and actual economic 
experience (net of current year amortization) $ $ 74,134 
Change in actuarial assumptions $ 18,481 $ 
Differences between projected and actual investment 
earnings (net of current year amortization) $ $ 301,060 
Contributions subsequent to the measurement date 120.403 
Total $ 138,884 $ 315 124 

The $120,403 reported as deferred outflows ofresources related to pensions resulting from contributions subsequent to 
the measurement date will be recognized as a reduction of the net pension liability for the year ending September 30, 
2021. Other amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in 
pension expense as follows: 

Year ended December 31, 
2021 
2022 
2023 
2024 
Total 

NOTE 11 - OTHER POSTEMPLOYMENT BENEFITS 

$ (136,558) 
$ (96,732) 
$ 29,164 
$ (152.587) 
$ (356,113) 

Plan Description: The City also participates in the cost sharing multiple-employer OPEB plan operated by the Texas 
Municipal Retirement System (TMRS) known as Supplemental Death Benefits Fund (SDBF). The City elected, by 
ordinance, to provide group-term life insurance coverage to both current and retired employees. The City may 
terminate coverage under and discontinue participation in the SDBF by adopting an ordinance before November I of 
any year to be effective January 1 of the following year. 
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Benefits Provided: The death benefit for active employees provides a lump-sum payment approximately equal to the 
employee's annual salary ( calculated based on the employee's actual earnings, for the 12-month period preceding the 
month of death); retired employees are jnsured for $7,500; this coverage is an "other postemployment benefit," or 
OPEB. Contributions: The City contributes to the SDBF at a contractually required rate as determined by an annual 
actuarial valuation. The rate is equal to the cost of providing one-year term life insurance. The funding policy for the 
SDBF program is to assure that the adequate resources are available to meet all death benefit payments for the 
upcoming year; the intent is not to pre-fund retiree term life insurance during employees' entire careers. 

Employees Covered by Benefit Terms: 

At the December 31, 2019 valuation and measurement date, the following employees were covered by the benefit 
terms: 

Inactive employees or beneficiaries currently receiving benefits 
Inactive employees entitled to but not yet receiving benefits 
Active employees 
Total 

14 
5 

11 
50 

Contributions: Employees for the City of Denver City were required to contribute 0.08% of their annual gross 
earnings during the fiscal year. The contribution rates for the City of Denver City were 0.28% and 0.24% in calendar 
years 2019 and 2020, respectively. The City's contributions to TMRS for the year ended September 30, 2020 were 
$3,656, and were equal to the required contributions. 

Net Pension Liability: The City's OPEB Liability was measured as of December 31, 2019, and the Total OPEB 
Liability used to calculate the Net OPEB Liability was determined by an actuarial valuation as of that date. 

Actuarial Assumptions 

The Total Pension Liability in the December 31, 2019 actuarial valuation was determined using the following actuarial 
assumptions: 

Inflation 
Overall payroll growth 
Discount Rate 

Discount Rate 

2.5% per year 
3.5% to 10.5% per year, including inflation 
2.75% 

The discount rate used to measure the Total Pension Liability was 2.75%. The projection of cash flows used to 
determine the discount rate assumed that employee and employer contributions will be made at the rates specified in 
statute. Based on that assumption, the pension plan's Fiduciary Net Position was projected to be available to make all 
projected future benefit payments of current active and inactive employees. Therefore, the long-term expected rate of 
return on pension plan investments was applied to all periods of projected benefit payments to determine the Total 
Pension Liability. 
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Changes in the net pension liability 

Balance at 12/31/2018 
Changes for the year: 

Service cost 
Interest 
Change ofbenefitterms 
Difference between expected and actual experience 
Changes of assumptions 
Benefit payments 

Net changes 
Balance at 12/31/2019 

TotalOPEB 
Liability 

$ 90,997 

2,632 
3,407 

(5,058) 
16,757 

(970) 
16 768 

$ 107,765 

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

The following presents the net pension liability of the City, calculated using the discount rate of3.71 %, as well as 
what the City's net pension liability would be ifit were calculated using a discount rate that is I-percentage-point 
lower (2. 71 %) or I-percentage-point higher ( 4. 71 % ) than the current rate: 

City's net pension liability 

1 % Decrease in 
Discount Rate (1.75%) 

$129,906 

Pension Plan Fiduciary Net Position 

Discount Rate 
(2.75%) 

$107,765 

1 % Increase in 
Discount Rate (3.75%) 

$90,618 

Detailed information about the pension plan's Fiduciary Net Position is available in a separately-issued TMRS 
financial report. That report may be obtained on the Internet at www.tmrs.com. 

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

For the year ended September 30, 2020, the City recognized pension expense of$6,039. 

At September 30, 2020, the City reported deferred outflows ofresources and deferred inflows ofresources related to 
pensions from the following sources: 

Differences between expected and actual economic 
experience 
Changes in actuarial assumptions 
Contributions subsequent to the measurement date 

Total 
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Deferred 
Outflows of Resources 

$ 

$ 

16,318 
2 587 

18,905 

Deferred 
Inflows of Resources 

$ 6,644 

3,781 

$ 10,425 
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$2,587 reported as deferred outflows of resources related to pensions resulting from contributions subsequent to the 
measurement date will be recognized as a reduction of the net pension liability for the year ending September 30, 
2021. Other amounts reported as deferred outflows and inflows ofresources related to pensions will be recognized in 
pension expense as follows: 

2021 
2022 
2023 
2024 
Total 

1,761 
1,761 

391 
1,980 
5,893 

NOTE 12 - HEALTH CARE COVERAGE 

The City participates in a.health insurance program with a third-party provider. Specific benefits and requirements 
may vary from year to year, according to changes in the plan itself and in funding decisions by the City Council. The 
City pays I 00% of the health insurance premiums for all full-time employees enrolled in this plan. For the fiscal year 
ending September 30, 2020, the City paid approximately $282,527 for health insurance coverage on the City's 
employees. 

NOTE 13 - DEFERRED CO1\1PENSATION PLAN 

The City of Denver City participates in a deferred compensation plan as described under Internal Revenue Code 
Section 457. All employees are eligible for inclusion on the first day of employment. Each employee can voluntarily 
elect whether to participate or not. Deferral is withheld from an employee's check by a payroll deduction and then the 
deferral amounts are remitted to the plan by City personnel. During 1998, the City adopted GASB Statement No. 32, 
Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans. In accordance with this 
statement and recent tax law changes, the City has amended their trust agreement which establishes that all assets and 
income of the trust are for the exclusive benefit of eligible employees and their beneficiaries. Due to the 
implementation of these changes, the City does not have any fiduciary responsibility or administrative duties relating 
to the deferred compensation plan other than remitting employees' contributions to the plan trustee. Accordingly, the 
City has not presented the assets and income from the plan in its financial statements. 

NOTE 14 - LEASE COMMITMENTS 

The City, in a joint agreement with Yoakum County, leases land for its airport under an operating lease with a stated 
annual lease payment of$3,000. 

The City and the County are both .obligated, under the lease through the fiscal year ending September 30, 2032. The 
City and the County each are responsible for one half of the payment. For the year ended September 30, 2020, the 
adjusted annual lease expense was approximately $12,829. This amount changes yearly depending on CPI-U 
adjustments. 
The minimum future rental requirements for the airport lease for the term of the lease is disclosed below. 

Year Ended 
September 30 City's Share County's Share Total 

2021 6,415 6,414 12,829 
2022 6,414 6,415 12,829 
2023 6,415 6,414 12,829 
2024 6,414 6,415 12,.829 
2025 6,415 6,414 12,829 

2026-2030 32,072 32,073 64,145 
2031-2032 12.829 12.829 25.658 

Total $ 16. 214 $ 16. 214 $ 153 248 
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NOTE 15 - FEDERAL, STATE AND OTHER GRANTS 

The City received state award expenditures for $87,189, and no Federal expenditures for the year ended September 30, 
2020. The amount received as a grant is below $750,000. As a result, the City is not subject to the Texas Single Audit 
Circular. The City also received $115,000 in public safety grants from Yoakum County to support the EMS and fire 
departments. 

NOTE16-SUBSEQUENTEVENTS 

FASB ASC 855-10-50-1 requires reporting entities to disclose the date through which subsequent events have been 
evaluated and whether that date is the date the financial statements were issued or available to be issued. Management 
has evaluated subsequent events though the date of the auditor's report, the date the financial statements were 
available to be issued. 

On January 30, 2020, the World Health Organization declared the coronavirus outbreak a "Public Health Emergency 
of International Concern" and on March 11, 2020, declared it to be a pandemic. On March 27, 2020, the Coronavirus 
Aid, Relief, and Economic Security Act (CARES Act) was enacted to amongst other provisions, provide emergency 
assistance for individuals, families and businesses affected by the coronavirus pandemic. The Company may be 
adversely affected through lack of personnel available to work, interruptions in work being completed, and/or a 
decrease in revenue. The Company continues to monitor the situation surrounding COVID-19. Management will 
continue to evaluate the impact it will have on future operations. 

NOTE 17 - DISCRETE COMPONENT UNIT- DENVER CITY ECONOMIC DEVELOPMENT CORPORATION 

Paragraph 44 of GASE No. 39 - Determining Whether Certain Organizations are Component Units -An amendment 
to GASE Statement No. 14, requires certain disclosures for each discretely presented component unit. As a discrete 
component unit, selected information from Denver City Economic Development Corporation's separately-presented 
financial statements has been included in the City's notes to the financial statements as the primary government. A 
full and complete audited fmancial statement of Denver City Economic Development Corporation may be obtained by• 
writing to Denver City Economic Development Corporation, P. 0. Box 2, 102 W. Third St., Denver City, TX, 79323_. 

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES 

Definition and Nature of Entity - The Denver City Economic Development Corporation (EDC) is a quasi
governmental organization created on June 5, 2000 as a public instrumentality and non-profit industrial development 
corporation under provisions of the Development Corporation Act of 1979 of the State of Texas, and is funded by the 
City of Denver City with a 3/8 percent sales tax. 

A five-member Board of Directors appointed by the City Council governs EDC, and EDC's annual operating budgets, 
as well as projects undertaken by it, are subject to approval by the City Council. 

Because of this oversight responsibility, EDC is considered to be a component unit of the City of Denver City, and in 
accordance with Governmental Accounting Standards Board (GASE) Statement 61, its fmancial affairs are included in 
the City's annual financial report as a discretely presented entity separately presented in the government-wide 
statements. 

The purpose of EDC is to promote, assist, and enhance economic development activities for Denver City as provided 
by the Development Corporation Act of 1979 as amended. 

The significant accounting policies followed are described below. 
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Government-Wide Financial Statements 
The government-wide financial statements include the statement of net position, statement of activities, and statement 
of cash flows. The EDC accounts for all of its operations in one proprietary fund. The activities of the EDC are 
supported mainly by sales tax revenues. 

Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
The proprietary fund is reported using the economic resources measurement focus and the accrual basis of accounting. 
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
the related cash flows. 

Revenues are classified as operating revenues and non-operating revenues. Operating revenues include sales tax 
revenues collected by the City of Denver City, TX and non-operating revenues include investment earnings. 

Basis of Accounting - The accounting records and the financial statements ofEDC are prepared on the accrual basis. 

Estimates - The preparation of these financial statements requires management to make estimates and assumptions 
that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Income Taxes - Since EDC's revenues are received from the exercise of an essential governmental function through 
the City of Denver City, any net revenues of EDC are exempt from federal income tax under Section 115 of the 
Internal Revenue Code of 1986, as amended. 

Presentation - Certain prior year amounts may have been reclassified in order to present comparatively with the 
current period classifications. 

Cash and Cash Equivalents - The EDC maintains only cash and short-term certificates of deposit. Thus, for 
fmancial reporting purposes all such money is classified as cash. 

Restricted Cash - When the EDC incurs an expense for which it may use either restricted or unrestricted assets, it 
uses the restricted assets first whenever they will have to be returned if they are not used. 

Custodial Credit Risk - In accordance with the FDIC, time deposits, savings deposits and interest bearing NOW 
accounts held at each financial institution will be insured up to $250,000 in aggregate. At September 30, 2020, the 
EDC was not subject to custodial credit risk. 

Contributions - EDC also elected to adopt FASB ASC 958-605, formally SPAS No. 116, Accounting for 
Contributions Received and Contributions Made. In accordance with this standard, contributions received are 
recorded as unrestricted, temporarily restricted, or permanently restricted support depending on the existence or nature 
of any donor restrictions. Donor-restricted contributions whose restrictions are met in the same reporting period are 
reported as unrestricted support. 

Capital Assets - The cost of office equipment is recorded at historical cost and is depreciated over the estimated useful 
life of three to seven years. Land improvements are depreciated over fifteen to twenty years. Buildings are 
depreciated over forty years. Depreciation is computed using the straight-line method for fmancial purposes. When 
assets are retired or otherwise disposed of, the cost and related accumulated depreciation are removed from the 
accounts and any resulting gain or loss is reflected in income for the period. The cost of maintenance and repairs is 
charged to income as incurred; significant renewals and betterments are capitalized. Donated assets are recorded at 
fair market value at the date of donation. 

Advertising - The EDC advertises through various means, and the cost is expensed when incurred. 
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Related Parties - The City of Denver City provides office space, utilities, and other operational support to the EDC. 
These services and expenditures paid by the City of Denver City are donated to the Corporation but have not been 
recorded in the Corporation's financial statements because the value of the donated services cannot be substantially 
determined. 

Net Position 

In the proprietary fund financial statements, equity is classified as net position and displayed in three categories. 

1. Net Investment in Capital Assets -This amount consists of capital assets, net of accumulated depreciation, 
reduced by the outstanding balances of any borrowing used for the acquisition, construction, or 
improvements of those assets, and adding back unspent proceeds. 

2. Restricted Net Position -This amount is restricted by external creditors, granters, contributors, laws or 
regulations of other governments, enabling legislation, or constitutional provisions. As of September 30, 
2020, no funds have been reported as restricted net position. 

3. Unrestricted Net Position - This amount includes all net positions. 

Risk Management - The Corporation is exposed to various risks of loss related to torts; errors and omissions; 
violations of civil rights; theft of, damage to, and destruction of assets; and natural disasters. These risks are covered 
by the Corporation's participation in the Texas Municipal League Intergovernmental Risk Pool (TML Pool). The 
TML Pool was established by various political subdivisions in Texas to provide self-insurance for its members and to 
obtain lower costs for insurance. Losses under $1,000,000 for workers' compensation and liability, and losses under 
$500,000 for property that are incurred ~y TML Pool members are paid with TML Pool funds. Claims in excess of 
these limits are paid under terms of insurance policies obtained by the TML Pool. Annual contribution rates are 
determined by the TML Pool Board or by the State Board of Insurance of Texas. 

No significant reductions in insurance coverage occurred in the past fiscal year and settled claims have not exceeded 
insurance coverage in any of the past three fiscal years. 

The City of Denver City pays annual TML premiums for liability and property damage. The City has elected not to 
provide worker's compensation or health insurance for the EDC director. EDC has bonded the director for additional 
coverage. 

Subsequent Events - FASB ASC 855-10-50-1 requires reporting entities to disclose the date through which 
subsequent events have been evaluated and whether that date is the date the financial statements were issued or 
available to be issued. Management has evaluated subsequent events though the date of the auditor's report, which is 
the date the financial statements were available to be issued. 

NOTE2: BUDGETARYDATA 

At least sixty days prior to the commencement of each fiscal year of EDC, the Board shall adopt a proposed budget of, 
expected revenues and projected expenditures for the ensuing fiscal year. The budget shall not be effective until it has 
been approved by the City Council. 

NOTE 3: CASH AND CASH EQUN ALENTS 

The EDC maintains a cash and investment pool that is available for use by all funds. Each fund type's portion of this 
pool is displayed on the corresponding statements of net position and balance sheet as "Cash and Investments." 
Income from the earnings on the cash and investments in the pool is allocated to the funds in accordance with the ratio 
of each fund's investment. Each fund's investment is affected by the recording of transactions affecting the pool 
relating to each specific fund. In addition, certain items such as restricted cash are separately held by various funds. 
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EDC Policies and Legal and Contractual Provisions Governing Deposits and Investments: 

Custodial Credit Risk for Deposits - State statute requires governmental entities to contract with financial 
institutions in which funds will be deposited to secure those deposits with insurance or pledged securities with a fair 
value equaling or exceeding the amount on deposit at the end of each business day. The pledged securities must be in 
the name of the government entity and held by the entity or its agents. The City's deposits were properly secured 
during the year through a combination of FDIC insurance and a letter of credit from the financial institution. The City 
is in substantial compliance with the law for the year ended September 30, 2020, and 2019 has no custodial credit risk 
for its deposits. 

Compliance with the Public Funds Investment Act - The Public Funds Investment Act (Government Code Chapter 
2256) contains specific provisions in the areas of investment practices, management reports, and establishment of 
appropriate policies. Among other things, it requires a governmental entity to adopt, implement, and publicize an 
investment policy. That policy must address the following areas: (1) safety of principal and liquidity, (2) portfolio 
diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates of return, (6) maximum 
allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted maturity allowed based 
on the stated maturity date for the portfolio, (8) investment staff quality and capabilities, (9) and bid solicitation 
preferences for certificates of deposit. 

These policies authorize the City to invest in (1) obligations of the United States or its agencies and instrumentalities; 
(2) certificates of deposit by state and national banks doing business in Texas that are (a) guaranteed or insured by the 
Federal Deposit Insurance Corporation, or its successor or, (b) secured by obligations in a manner and amount 
provided by law for deposits of the City; (3) fully collateralized repurchase agreements with a bank in Texas or a 
primary dealer, executed under the Bond Market Master Repurchase Agreement in accordance with the PFIA not to 
exceed 120 days; (4) money market mutual funds that are (a) registered and regulated by the Securities and Exchange 
Commission, (b) have a dollar weighted average stated maturity of 90 days or less, ( c) rated AAA by at least one 
nationally recognized rating service, and (d) seek to maintain a net asset value of $1.00 per share; (5) constant-dollar, 
Texas local government investment pools, which (a) meet the requirements of PFIA, (b) are rated no lower than AAA 
or an equivalent rating by at least one nationally recognized rating service, (c) are authorized by resolution or 
ordinance by the City Council. 

All the cash the EDC had during September 30, 2019, and 2020 was unrestricted. 

Texas Class - The City maintains accounts with Texas Class which are a public funds investment pool established 
under the authority of the Interlocal Cooperation Act and subject to the provisions of the Act. In addition to other 
provisions of the Act designed to promote liquidity and safety of principal, the Act requires the pool to: I) Have an 
advisory board composed of participants in the pool and other persons who do not have a business relationship with 
the pool and are qualified to advise the pool; 2) Maintain a continuous rating ofno lower than AAA or AAA-m or an 
equivalent rating by Standard and Poor's or other nationally recognized rating services; and 3) Maintain the market 
value of its underlying investment portfolio within one half of one percent of the value of its shares. Participation in 
the pool as allowed under the guidelines of the PFIA is voluntary and may be terminated and the funds withdrawn at 
the discretion ofthe City Council without any liquidation fees. 

The Texas CLASS Board of Trustees exercises oversight responsibility over Texas CLASS. Oversight includes the 
ability to significantly influence operations, designation of management, and accountability for fiscal matters. 
Additionally, the Board of Trustees has established an advisory board composed of both participants in Texas CLASS 
and other persons who do not have a business relationship with Texas CLASS. 

The Advisory Board members review the investment policy and management fee structure. Finally, Texas CLASS is 
rated AAAm by Standard & Poor's. As a requirement to maintain the rating, weekly portfolio information must be 
submitted to Standard & Poor's, as well as the office of the Comptroller of Public Accounts for review. Texas CLASS 
operates in a manner consistent with the SEC's Rule 2a7 of the Investment Company Act of 1940. 
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CITY OF DENVER CITY, TEXAS 
NOTES TO THE FINANCIAL STATEMENTS 

YEAR ENDED SEPTEMBER 30, 2020 

NOTE 3: CASH AND CASH EQUN ALENTS (Cont.) 

Texas CLASS uses amortized cost rather than market value to report net assets to compute share prices. Accordingly, 
the fair value of the position in Texas CLASS is the same as the value of Texas CLASS shares. Texas CLASS issues a 
separately stated annual financial report with a June 30 fiscal year-end. A copy of this report may be obtained on the 
Trust's website at texasclass.com. 

NOTE4: SALESTAXRECEIVABLE 

The majority of the Corporation's funding is dependent upon a 3/8 percent tax assessed on retail sales within the city 
limits of the City of Denver City. The Comptroller of the State of Texas remits the monthly sales tax receipts to the 
City of Denver City which :in turn sends the appropriate amount to the Corporation. 

The Corporation received approximately $234,403 and $284,529 in sales tax revenue and has a sales tax receivable 
due from the City of Denver City totaled $31,301 and $43,523 for the fiscal year ended September 30, 2020 and 2019, 
respectively. 
Concentration of Risk - This revenue source is subject to the normal economic fluctuations experienced by the City 
of Denver City and the surrounding region and therefore could negatively impact the amount ofrevenue designated for 
the Corporation. If the citizens of the City of Denver City vote to rescind the assessment on retail, the operation of the 
Corporation would be severely impacted. 

NOTE 5: CAPITAL ASSETS 

Capital asset activity for the year ended September 30, 2020 is as follows: 
Balance Balance 

2019 Additions Deletions 2020 

Land $ 224,314 $ $ $ 224,314 
Land Improvements 387,422 387,422 
Buildings 107,216 46,369 153,585 
Furniture and Equipment 38,843 38,843 

757,795 46,369 804,164 
Less Accumulated Depreciation (251,307) (37,342) (288,649) 

Capital Assets, Net $ 506,488 $ 2,021 $ $ 515,515 

Depreciation expense for the 2020 fiscal year end was $37,342. 
Balance Balance 

2018 Additions Deletions 2019 

Land $ 208,494 $ 15,820 $ $ 224,314 
Land Improvements 387,422 387,422 
Buildings 59,663 47,553 107,216 
Furniture and Equipment 38,843 38.843 

694,422 63,373 757,795 

Less Accumulated Depreciation (219.484) (31,823) (251,307) 

Capital Assets, Net $ 474,238 $ 31,55Q $ $ 506,488 

During the 2012 fiscal year, the City of Denver City donated vacant property to EDC which had a carrying value of 
approximately $15,807 on the City's asset schedule. The EDC expects to possibly transfer the property to a local 
organization within the next fiscal years. 

Depreciation expense of $37,342 and $31,823 for the 2020 and 2019 fiscal year respectively. 
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EXHIBITG-1 
CITYOFDENVERCITY, TEXAS 

SCHEDULEOFREVENUES,EXPENDITURESANDCHANGESINFUNDBALANCE-

BUDGETANDACTUAL-GENERALFUND 
FOR THEYEARENDED SEPTEMBER30,2020 

Actual Variance With 

Budgeted Amounts 
Amounts Final Budget 

(GAAPBASIS) Positive or 
Original Final (Negative) 

REVENUES: 

Taxes: 
Property Taxes $ 1,670,667 $ 1,747,328 $ 1,719,551 $ (27,777) 

General Sales and Use Taxes 960,000 900,000 888,483 (11,517) 

Franchise Tax 182,193 182,193 180,184 (2,009) 

Occupancy Taxes 100,000 87,176 94,586 7,410 

Penalty and Interest on Taxes 13,000 13,000 13,877 877 

Licenses and Permits . 6,000 6,000 4,445 (1,555) 

Grants and Contributions 115,000 83,953 202,189 118,236 

Charges for Services 150,000 252,077 282,818 30,741 

Fines 28,500 75,320 24,201 (51,119) 

Curb and Gutter Assessments 10,000 16,740 17,100 360 

Investment Earnings 58,422 49,938 51,165 1,227 

Rents and Royalties 102,440 102,440 104,855 2,415 

Other Revenue 184,322 144,320 221,691 77,371 

Total Revenues 3,580,544 3,660,485 3,805,145 144,660 

EXPENDITURES: 

Current: 
General Government 943,732 689,793 908,110 (218,317) 

Public Safety 2,158,264 2,272,826 1,868,646 404,180 
Highways and Streets 538,488 603,488 592,764 10,724 
Culture and Recreation 211,060 253,701 173,117 80,584 

Capital Outlay: 

Capital Outlay 379,000 761,832 563,488 198,344 

Total Expenditures 4,230,544 4,581,640 4,106,125 475,515 

Excess (Deficiency) ofRevenues Over (Under) (650,000) (921,155) (300,980) 620,175 
Expenditures 

OTHERFINANCING SOURCES (USES): 
Transfers In 650,000 

Total Other Financing Sources (Uses) 650,000 

Net Change (921,155) (300,980) 620,175 

Fund Balance - October l (Beginning) 4,810,869 4,810,869 4,810,869 

Fund Balance - September 30 (Ending) $ 4,810,869 $ 3,889,714 $ 4,509,889 $ 620,175 

The notes to the :financial statements are an integral part of this statement. 
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CITY OF DENVER CITY, TEXAS 
TEXAS MUNICIPAL RETIREMENT SYSTEM 

SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATios<'l 

FOR THE YEAR ENDED SEPTEMBER 30, 2020 

2019<2> 2018(2) 201-f'> 2016(2) 2015(2) 2014<2> 

Totnl Pension Liability 
Service cost s 160,528 $ 148,049 $ 157,547 $ 150,277 $ 137,309 $ 124,151 

Interest (on the total pension liability) 637,446 625,024 607,211 582,949 576,382 557,763 

Changes ofbenefii terms 
Difference between expected and actual experience (49,165) (101,113) (69,796) (13,275) (6,954) (93,596) 

Change of assumputions 28,364 46,634 

Benefit payments, including refunds of employee contributions (488,727) (499,602) (353,033) (375,276) (339,913) (317,913) 

Net Change in Total Pension Liability 288,446 172,358 341,929 344,675 413,458 270,405 

Total Pension Liability- Beginning 9,607,745 9,435,387 9,093,458 8,748,783 8,335,325 8,064,920 

Total Pension Liability- Ending (a) $ 9,896,191 $ 9,607,745 s 9,435,387 s 9,093,458 s 8,748,783 s 8,335,325 

Plan Fiduciary Net Position 
Contributions - employer $ 156,552 $ 167,217 $ 170,269 s 149,373 $ 154,534 s 151,881 

Contributions - employee 69,253 65,272 67,675 64,441 62,870 61,046 

Net investment income 1,355,250 (279,197) 1,149,824 535,805 11,876 441,452 

Benefit payments, including refunds of employee contributions (488,727) (499,602) (353,033) (375,276) (339,913) (317,913) 

Administrative expense (7,665) (5,400) (5,960) (6,053) (7,234) (4,609) 

Other (230) (282) (302) (326) (357) (379) 

Net Change in Plan Fiduciary Net Position 1,084,433 (551,992) 1,028,473 367,964 (118,224) 331,478 

Plan Fiduciary Net Position -Beginning 8,774,974 9,326,966 8,298,492 7,930,528 8,048,752 7,717,274 

Plan Fiduciary Net Position - Ending (b) s 9,859,407 s 8,774,974 s 9,326,965 s 8,298,492 $ 7,930,528 $ 8,048,752 

Net Pension Liability-Ending (a)- (b) 36,784 832,771 108,422 794,966 818,255 286,573 

Plan Fiduciary Net Position as a Percentage ofTotnl Pension Liability 99.63% 91,33% 98.85% 91.26% 90.65% 96.56% 

Covered Employee Payroll s 1,385,058 s 1,282,920 $ 1,353,501 s 1,288,825 $ 1,257,407 $ 1,220,915 

Net Pension Liability as a Percentage of Covered Employee Payroll 2.66% 64.91% 8.01% 61.68% 65.07% 23.47% 

(I) This schedule is intended to show 10 yc:irs..ndd1liolllll informntion will be presented ns it becomes 11\"ailllble. 

(l) Amounts nrc based on the Tc.'W Municipal Retirement S)Stcm PJo.nyenr end December 31, 
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CITY OF DENVER CITY, TEXAS 
TEXAS MUNICIPAL RETIREMENT SYSTEM 

SCHEDULE OF CONTRIBUTIONs<1> 

FOR THE YEAR ENDED SEPTEMBER 30, 2020 

Actuarially determined contribution $ 163,530 $ 157,763 

Contributions in relation to actuarially determined contribution (163,530) (157,763) 

Contribution deficiency (excess) $ - $ -

Covered employee payroll $ 1,459,547 $1,346,328 

Contributions as a percentage of covered employee payroll 11.20% 

(!) This schedule is intended to show IO years-additional infonnation will be presented as it becomes available. 

<2> Amounts are based on the Texas Municipal Retirement Syslem Plan year end December 3 I. 
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11.72% 

2018(2) 

$ 164,698 

(164,698) 

$ -

$1,287,555 

12.79% 

2017'2> 

$ 171,837 $ 159,316 $ 157,426 

(171,837) (159,316) (157,426) 

$ - $ - $ 

$1,365,907 $1,323,625 $1,257,391 

12.58% 12.04% 12.52% 



CITY OF DENVER CITY, TEXAS 
TEXAS MUNICIPAL RETIREMENT SYSTEM 

NOTES TO SCHEDULE OF PENSION CONTRIBUTIONS 
FOR THE YEAR ENDED SEPTEMBER 30, 2020 

Valuation Date: Actuarially determined contribution rates are calculated as of December 
31, and become effective in January 13 months later. 

Methods and Assumptions Used to Determine Contribution Rates: 

Actuarial Cost Method 

Amortization Method 

Remaining Amortization Period 

Asset Valuation Method 

Inflation 

Salary Increases 

Investment Rate of Return 

Retirement A9e 

Mortality 

Other Information: 

Entry Age Normal 

Level Percentage of Payroll, Closed 

26 years 

10 Year smoothed market; 12% soft corridor 

2.5% 

3.5% to 11.5% including inflation 

6.75% 

Experience-based fable based on rates that are specific to the City's plan 
of benefits. Last updated for the 2019 valuation pursuant to an 
experience study of the period 2014-2018. 

Post-retirement: 2019 Municipal Retirees of Texas Mortality Tables. 

The rates are projected on a fully generational basis with scale UMP. 

Pre-retirement: PUB(l 0) mortability tables, with the Public Safety table 

used for males and the General Employee table used for females. The 

rates are projected on a fully generational basis with scale UMP. 

There were no benefit changes during the year. 
There were no changes in assumprions or plan provisions. 
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CITY OF DENVER CITY, TEXAS 

TEXAS MUNICIPAL RETIREMENT SYSTEM 

SCHEDULE OF CHANGES IN TOTAL OPEB LIABILITY AND RELATED RATIOs<1> 

FOR THE YEARENDED SEPTEMBER 30, 2020 

Total OPEB Liability 

Service cost 

futerest (on the total OPEB liability) 

Changes of benefit terms 

$ 2,632 

3,407 

2018<2> 

$ 2,951 

3,222 

$ 

Difference between expected and actual experience 

Change of assumputions 

(5,058) (4,336) -

Benefit payments, including refunds of employee contributions 

Net Change in Total OPEB Liability 

Total OPEB Liability - Beginning 

Total OPEB Liability- Ending (a) 

Covered Payroll 

Total OPEB Liability as a Percentage of Covered Payroll 

$ 

$ 

16,757 

(970) 

16,768 

90,997 

107,765 

1,385,058 

7.78% 

(I) This schedule is intended to show 10 years-additional information will be presented as it becomes available. 

<
2> Amounts are based on the Texas Municipal Retirement System Plan year end December 31. 
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(6,251) 

(898) 

(5,312) 

96,309 

$ 90,997 $ 

$ 1,282,920 $ 

7.09% 

201i2
> 

2,707 

3,205 

7,360 

(812) 

12,460 

83,849 

96,309 

1,353,501 

7.12% 



Valuation Date: 

CITY OF DENVER CITY, TEXAS 
TEXAS MUNICIPAL R,ETIREMENT SYSTEM 

NOTES TO SCHEDULE OF OPEB CONTRIBUTIONS 
FOR THE YEAR ENDED SEPTEMBER 30, 2020 

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

Methods and Assumptions Used to Determine Contribution Rates: 

Actuarial Cost Method 

Amortization Method 

Remaining Amortization Period 

Asset Valuation Method 

Inflation 

Salary Increases 

Investment Rate of Return 

Retirement Age 

Mortality 

Other Information: 

Entry Age Normal 

Level Percentage of Payroll, Closed 

17 years 

10 Year smoothed market; 15% soft corridor 

2.5% 

3.5% to 10.5%.including inflation 

6.75% 

Experience-based table based on rates that are specific to the City's plan of 
benefits. Last updated for the 2019 valuation pursuant to an experience study of the 
period 2014-2018. 

2019 Municipal Retirees of Texas Mortality Tables with a 4 year set-forward for 
males and a 3 year set-forward for females. In addition, a 3.5% and 3% minimum 
mortality rate will be applied to reflect the impairment for younger members who 
become disabled for males and females, respectively. The rates are projected on a 
fully generational basis by Scale UMP to account for future mortality 
imnrovements suhiect to the floor. 

There were no benefit changes during the year. 
The actuarial assumptions used in the December 31, 2019 valuation were based on 
the results of an actuarial experience study for the period December 31, 2014 to 
December 31, ?018. 
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CITY OF DENVER CITY, TEXAS 
SCHEDULE OF INSURANCE COVERAGE 

FISCAL YEAR ENDED SEPTEMBER 30, 2020 

Policy Date Date 

Company Number Effective Expired 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

TML Intergovernmental Risk Pool 0463-06 10/1/2019 10/1/2020 

Kizer Insurance Agency CBB-2108306 3/28/2019 3/28/2020 

Kizer Insurance Agency 69892384 12/31/2019 12/31/2020 

Tank Owner's Members Insurance Company 1516 5/22/2020 5/22/2021 

Mid-Continent Casualty Company 04-TOP-000010406 5/22/2020 5/22/2021 
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Coverage Amountof Premium 

Type Coverage Coverage Amount 

Liability Airport Premises/Personal/ Advertising Injury $ 1,000,000 $ 1,233 

Products/Completed Operations 1,000,000 

Hangarkeepers' Liability 1,000,000 

Non-Owned Aircraft 1,000,000 

General Liability 2,000,000 2,421 

Law Enforcement Liability 1,000,000 3,862 

Public Officials Liability (E & 0) 1,000,000 4,989 

Automobile 1,000,000 8,906 

Auto Medical Payment 25,000 

Fire Truck 340,000 

Physical Damage Auto Physical Damage 1,075,676 20,364 

Property Real and Personal Property 4,558,722 10,405 

Boiler and Machinery 4,558,721 

Mobile Equipment 267,156 1,077 

Transit 1,000,000 

Workers Compensation Employees & Volunteers 42,096 

Employee Bonds Employees in Business Office 100,000 

Employee Bonds Employees in Business Office 

Airport Underground Fuel Tanks 1,000,000 

Pollution Incident 1,000,000 2,190 
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CITY OF DENVER CITY, TEXAS 

RECONCILIATION OF DELINQUENT TAXES RECEIVABLE 

FISCAL YEAR ENDED SEPTEMBER 30, 2020 

2019 Tax Roll 

Assessed Valuation 

(Adjusted for Correction) 

Tax Rate $0.851219 per $100 

Adjustments and Supplements 

Current Year Tax Available To Be Collected 

Prior Years Delinquent Taxes 

Net Taxes to be Collected 

Fiscal Year Collections 

Current Year 

Prior Year Delinquent 

Delinquent Taxes at Year End 

Percentage of Collection 

$ 1,735,674 

(8,262) 

1,690,926 

19,249 
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$ 175,304,684 

1,727,412 

62,896 

1,790,308 

1,710,175 

80,134 

95.52% 



Year Ended 
September 30, 

2010 AND PRIOR 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

CITY OF DENVER CITY, TEXAS 
SCHEDULE OF DELINQUENT TAXES RECEIVABLE 

FISCAL YEAR ENDED SEPTEMBER 30, 2020 

Beginning Current Fiscal 
Balance Year Year 

10/1/2019 Levy Collections Adjustments 

332 $ - $ 17 $ (45) 

122 3 

222 3 

390 12 

977 261 

3,023 606 

10,399 1,076 (8) 

15,946 3,111 (40) 

31,486 14,159 (2,373) 

0 1,735,674 1,690,926 (5,795) 

$ 62,896 $ 1,735,674 $ 1,710,175 $ (8,262) 
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Ending 
Balance 

9/30/2020 

270 

119 

219 

378 

716 

2,417 

9,315 

12,795 

14,953 

38,953 

$ 80,134 



INTERNAL CONTROL AND COMPLIANCE SECTION 



atlas CMMS CPAs & Advisors PLLC- Levelland 
812 9th Street 

Levelland, TX 79336 

It's about time. 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS 

Mayor and City Council Members 
City of Denver City 
P.O. Box 1539 
Denver City, Texas 79323 

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of 
the United States, the financial statements of the governmental activities, the business-type activities, the discretely presented 
component unit and each major fund of the City of Denver City, Texas as of and for the year ended September 30, 2020, and 
the related notes to the financial statements, which collectively comprise the City's basic financial statements, and have 
issued our report thereon dated June I 0, 2021. 

Internal Control over Financial Reporting 

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

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in 
the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A 
material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity's financial statements will not be prevented, or detected and corrected, 
on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not 
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given 
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 

Compliance and Other Matters 

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

An ATLAS Navigators LLC Firm 
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Purpose of this Report 

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

This report is intended for the information and use of the City Council, management, others within the City of Denver City, 
Texas, federal and state awarding agencies, and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. However, this report is a matter of public record and its distribution is not limited. 

Gfv1/v1S vPA.s-, & A~Y.i PLLC, 

Levelland, Texas 
June 10, 2021 
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