
CITY OF PATTISON, TEXAS 

Financial Statements 

with 

Report of Independent Auditor 

December 31, 201 7 



Introductory Section 

Title page 

Table of Contents 

Financial Section 

TABLE OF CONTENTS 

Independent Auditor's Report 

Management's Discussion and Analysis 

Government-wide Financial Statements: 

Statement of Net Position 

Statement of Activities 

Fund Financial Statements: 

Governmental Funds: 

Balance Sheet 

Statement of Revenues, Expenditures, and Changes in Fund 

Balances 

Statement of Revenues, Expenditures and Changes 
In Fund Balances-Budget and Actual 

Notes to the Basic Financial Statements 

3 

7 

8 

9 

10 

12 

13 



Ill. 
SEIDEL

SCHROEDER 
CERTIFIED PUBLIC ACCOUNTANTS/ BUSINESS ADVISORS 

INDEPENDENT AUDITOR'S REPORT 

Honorable Mayor and Members of the City Council 
City of Pattison, Texas 

\Ve have audited the accompanying financial statements of the governmental activities and each 
major fund of the City of Pattison, Texas, as of and for the year ended December 31, 2017, and 
the related notes to the financial statements, which collectively comprise the City's basic 
financial statements as listed in the table of contents. 

:Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

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

An audit involves perfo1ming procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or enor. In making those risk assessments, the auditor considers 

internal control relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. 
Accordingly, ,ve express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

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

Serving Central Texas Since 1967 
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Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities and each major fund of the City of 
Pattison, Texas, as of December 31, 2017, and the respective changes in financial position and, 
the respective budgetary comparison for the General Fund for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that 
management's discussion and analysis be presented to supplement the basic financial statements. 
Such info1mation, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential pa1t 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. 

Brenham, Texas 
May 18, 2018 



CITY OF PATTISON 

P.O. Box 223 

Pattison, Texas 77466 

Management's Discussion and Analysis 

The following discussion and analysis provides an overview of the financial activities of 
the City of Pattison for the year ended December 31, 2017. The information presented 
herein should be considered in conjunction with the financial statements identified in the 
accompanying table of contents. 

Using the Accompanying Financial Statements 

This report has been prepared under the reporting guidelines mandated by the 
Governmental Accounting Standards Board Statement 34 and consists of a series of 
financial statements. The Statement of Net Position and the Statement of Activities are 
statements required under GASB 34 and provide information about the activities of the 
City as a whole and present a longer-term view of the city's finances. Also included in 
the accompanying report are fund financial statements. For governmental activities, the 
fund financial statements report the City's operations in more detail than the government 
wide statements by providing information about the City's most significant funds. 

Financial Highlights 

• The assets of the City at the close of the most recent fiscal were $I, 194,412. Of
this amount, $1,018,702 may be used to meet the government's ongoing
obligations to citizens and creditors.

• The City's total net position increased by $72,529.
• At the close of the current fiscal year, the City's funds reported combined ending

fund balance of$1,018,702.
• At the end of the current fiscal year, the unassigned fund balance for the general

fund was $1,018,702.

Overview of the Financial Statements 

The annual repo1i consists of four parts - Independent Auditors Report, Management 
Discussion and Analysis, Basic Financial Statements and Fund Financial Statements. 

• The first two statements are Statements of Net Position and Statements of
Activities.

• The remaining statements are fund financial statements that include governmental
funds.

• The governmental funds statements tell how general government services were
funded and what remains for future spending.

The financial statements also include notes that explain some of the information in the 
financial statements and provide more details. 

3 



Reporting the City as a Whole 

The accompanying Government Wide Financial Statements include two statements 
that present financial data for the city as a whole. The Statement of Activities repo11s 
infonnation about the City as a whole and about its activities. These statements include 
all assets and liabilities using the accrual basis of accounting. All the current years' 
revenues and expenses are taken into account regardless of when cash is received or paid. 

These two statements repo11 the City's net position and liabilities and changes in them. 
The difference between the City's assets and liabilities are one way to measure the City's 
financial position. Other indicators need to be taken into account such as the sales tax 
base, to assess the overall health of the city. 

Since the City has only governmental activities, the Statement of Net Position and the 
Statement of Activities only report these activities: 

• Governmental Activities - All of the City's basic services such as streets and
roads and parks, are reported here. Sales tax, franchise fees and investment
income finance these activities.

Reporting the City's Most Significant Funds 

The fund financial statements provide detailed information about the City's individual 
funds-not the City as a whole. Some funds are required to be established by State Law. 
However, City Council can establish other funds to help control and manage money for 
particular purposes. The City has one kind of fund - governmental. 

• Governmental funds - All of the City's basic services are reported in
governmental funds, which focus on how money flows into and out of those funds
and the balances left at year end that are available for spending. The
governmental fund statements provide a detailed short term view of the City's
general government operations and the basic services it provides.

4 



Government-Wide Financial Statements 

2017 

Current & Other Assets $1,043,574 
Capital Assets 150,838 
Total Assets 1,194,412 

Current liabilities 24,872 
Total Liabilities 24 872 

Net investment in Capital Assets 150,838 
Unrestricted Net Position 1,018,702 
Total Net Position $1,169,540 

Revenue: 

Program Revenues: 

Charges for services $ 3,521 
General revenues: 

Sales and use taxes 92,855 
Franchise tax 39,508 
Investment income 8,603 

Total revenues 144,487 
Expenses: 

General government 71,958 
Total expenses 71,958 

Change in net position 72,529 
Net position, beginning 1,097,01 I 
Net position, ending $ 1,169,540 

The significant variances between 20 I 7 and 20 I 6 are as follows:. 

$ 

$ 

2016 

$1,027,195 
69,816 

1,097,01 I 

69,816 
1,027,195 

$1,097,01 I 

6,576 

64,480 
36,595 
13,512 

121,163 

71,483 
71,483 
49,680 

1,047,331 
1,097,01 I 

• Current liabilities increased by $24,872 primarily due to the paving and road
improvement project.

• Revenue increased by $23,324 primarily driven by increased sales tax.

Major Funds 

The City uses fund accounting to provide proper financial management of the city's 
resources and to demonstrate compliance with finance related legal requirements. 

Major Governmental Funds. The General fund is the chief operating fund of the City. 
At the end of the current fiscal year, the unassigned fund balance of the general fund was 
$1,018,702. 

5 



General Fund Budget 

Significant variations between budget and actual for 2017 are summarized as follows: 
• Total general fund expenditures were $167,620 less than budgeted. Capital outlay

was under budget by $122,801 due to less actual road repairs and capital
equipment purchases than what was originally budgeted. In addition, other
expenses were under budget by $19,138 due to less expenses than anticipated.

• Total general fund revenues were $4,487 more than budgeted primarily due to
receiving more sales tax than anticipated.

Capital Assets, net 

Governmental Activities 

Land 

Construction in progress 
Infrastructure 

Total 

$ 

$ 

2017 

26,985 

69,672 
54,181 

150,838 

Contacting the City's Financial Management 

2016 

$ 26,985 

42,831 

$ 69,816 

This financial report is designed to provide our citizens, taxpayers, customers, and 
creditors with a general overview of the City's finances and to show the City's 
accountability for the money it receives. If you have a question about this repoti or need 
additional information, contact City of Pattison, P.O. Box 223, Pattison, Texas 77466. 
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ASSETS 

Cash and cash equivalents 

Certificates of deposit 

Sales tax receivable 
Accrued interest receivable 

Other receivables 

CITY OF PATTISON, TEXAS 
Statement of Net Position 

December 31, 2017 

Capital assets not being depreciated 
Capital assets net of accumulated depreciation 

Total assets 

LIABILITIES 

Accounts payable 

Retainage payable 
Total liabilities 

NET POSITION 

Net investment in capital assets 
Unrestricted 

Total net position 

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

Activities 

$ 

$ 

$ 

571,978 

449,370 
20,378 
1,813 

35 

96,657 
54,181 

1,194,412 

23,517 

1,355 

24,872 

150,838 
1,018,702 
I, 169,540 



Functions/Programs 

General government 
Total governmental activities 

CITY OF PATTISON, TEXAS 
Statement of Activities 

For the Year Ended December 31, 2017 

Expenses 

71,958 
$ 71,958 

General revenues 
Taxes 
Sales tax 

Charges for 
Services 

$ 3,521 
s 3,521 

Franchise tax 
Investment income (loss) 
Total general revenue 

Change in net position 

Net position, beginning 
et position, ending 

Program Revenues 
Operating 

Grants and 
Contributions 

$ 

$ 

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

Contributions 

$ 

$ 

Net (Expense) 
Revenue and 
Changes in 

in Net Position 

Governmental 
Activities 

$ 
$ 

(68,437) 
(68,437) 

92,855 
39,508 

8,603 
140,966 

72,529 

1,097,01 I 
$ 1,169,540 



ASSETS 
Cash and cash equivalents 
Certificates of deposit 

Sales tax receivable 
Accrued interest receivable 

Other receivables 

Total assets 

LIABILITIES 

Accounts payable 
Retainage payable 

Total liabilities 

Fund balance 

Unassigned 

Total fund balances 

Total liabilities and 
fund balances 

CITY OF PATTISON, TEXAS 
Governmental Funds 

Balance Sheet 
December 31, 2017 

Reconciliation of the balance sheet to the statement of net position: 

Fund balances of governmental funds 

Capital assets used in governmental activities are not financial resources and 

therefore are not reported in the governmental funds: 

Governmental capital assets 

Less accumulated depreciation 

Net Position of Governmental Activities 

The notes to the financial statements are an integral part of this statement. 
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154,843 

(4,005) 

General 
Fund 

$ 571,978 

449,370 

20,378 
1,813 

35 

$ 1,043,574 

$ 23,517 
1,355 

24,872 

1,018,702 

1,018,702 

$ 1,043,574 

$ 1,018,702 

150,838 

$ 1,169,540 



CITY OF PATTISON, TEXAS 
Governmental Funds 

Statement of Revenues, Expenditures and Changes in Fund Balances 
For the Year Ended December 3 I, 2017 

Revenues 
Sales tax $ 

Franchise tax 
Permit 
Investment income 

Total revenues 

Expenditures 
Current: 
General government 

Salaries and benefits 
City maintenance 
Professional fees 
Utilities and telephone 
Office expenses 
Education 
Insurance 
Dues and subscriptions 
Other expenses 

Total general government 

Capital outlay: 
Infrastructure 

Total capital outlay 

Total expenditures 

Net change in fund balances 

Fund Balance, Beginning 

Fund Balance, Ending $ 

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

92,855 
39,508 

3,521 
8,603 

144,487 

15,637 
9,219 

20,088 
6,148 
7,828 
2,247 
1,204 
1,048 
5,362 

68,781 

84,199 
84, I 99 

152,980 

(8,493) 

1,027,195 

1,018,702 



CITY OF PATTISON, TEXAS 
Governmental Funds 

Statement of Revenues, Expenditures and Changes in Fund Balances 
For the Year Ended December 3 I, 2017 

Reconciliation of the statement of revenues, expenditures and changes in fund balances of the 
governmental funds to the statement of changes in net position: 

Net change in fund balances - total governmental funds 

Governmental funds report capital outlay as expenditures. However, in the 
Statement of Activities, the costs of these assets are depreciated over their 
estimated useful lives: 

Expenditures for capital assets 
Depreciation of capital assets 

Change in net position, governmental activities 

The notes to the financial statements are an integral part of this statement. 
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$ 84,199 
(3,177) 

$ 

$ 

(8,493) 

81,022 

72,529 



CITY OF PATTISON. TEXAS 
General Fund 

Statements of Revenues, Expenditures and Changes in Fund Balances 
Budget and Actual 

For the Year Ended December 31, 2017 

Original Final 
Budget Budget 

Revenues 
Sales tax $ 75,000 $ 75,000 
Franchise tax 50,000 50,000 
Permit 6,000 6,000 
Investment income 9,000 9,000 

Total revenues 140,000 140,000 

Expenditures 
Current: 

General government 
Salaries and benefits 18,000 18,000 
City maintenance 13,900 23,625 
Professional fees 27,000 27,275 
Utilities and telephone 6,500 6,500 
Office expenses 14,000 7,000 
Education 3,000 3,000 
Insurance 1,500 1,500 
Dues and subscriptions 2,200 2,200 
Other expenses 26,500 24,500 

Total general government 112,600 113,600 

Capital outlay: 
Infrastructure 208,000 207,000 

Total capital outlay 208,000 207,000 

Total expenditures 320,600 320,600 

Net change in fund balance (180,600) (180,600) 

Fund Balance, Beginning 1,027,195 1,027,195 

Fund Balance, Ending $ 846,595 $ 846,595 

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

$ 92,855 
39,508 
3,521 
8,603 

144,487 

15,637 
9,219 

20,088 
6,148 
7,828 
2,247 
1,204 
1,048 
5,362 

68,781 

84,199 
84,199 

152,980 

(8,493) 

1,027,195 

$ 1,018,702 

Variance with 
Final Budget 
Over (Under) 

$ 17,855 
(10,492) 
(2,479) 

(397) 
4,487 

(2,363) 
(14,406) 
(7,187) 

(352) 
828 

(753) 
(296) 

(1,152) 
(19,138} 
(44,819) 

(122,80 I} 
(122,80 I} 

(167,620} 

172,107 

$ 172,107 



I. 

CITY OF PATTISON, TEXAS 
Notes to Basic Financial Statements 

December 31, 2017 

Summary of significant accounting policies 

The accompanying financial statements include all funds of the City of Pattison, Texas. 
The accounting policies of the City conform to generally accepted accounting principles 
(GAAP) as applicable to governments. The following is a summary of the more 
significant policies: 

A. Reporting Entity

The City was incorporated under the laws of the State of Texas in 1972. The City
is a general law city governed by an elected five-member council and mayor. As
required by generally accepted accounting principles, these financial statements
present the City of Pattison (the primary government).

B. Basis of Presentation

Government-wide financial statements

The Statement of Net Position and Statement of Activities display information
about the reporting government as a whole. They include all funds of the
reporting entity. The statement of activities demonstrates the degree to which the
direct expenses of a given program are offset by program revenues. Direct
expenses are those that are clearly identifiable with a specific program. Program
revenues include charges to customers who purchase, use, or directly benefit from
goods, services or privileges provided by a given program.

Fund financial statements

Fund financial statements of the reporting entity are organized on the basis of
funds, each of which is considered a separate accounting entity. The operations
of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues, and expenditures, as
appropriate. Resources are allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent and the means by which
spending activities are controlled. The various funds are grouped, in the financial
statements in this report, as follows:

Governmental Funds

General Fund - The General Fund is the general operating fund of the City. It is

used to account for all financial resources except those required to be accounted
for in another fund.

13 



I. 

CITY OF PATTISON, TEXAS 
Notes to Basic Financial Statements 

December 31, 2017 

Summary of significant accounting policies - cont. 

C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe which transactions are recorded 

within the various financial statements. Basis of accounting refers to when 
transactions are recorded regardless of the measurement focus applied. 

Measurement Focus 

On the government-wide Statement of Net Position and the Statement of 
Activities, governmental activities are presented using the economic resources 

measurement focus. The accounting objectives of this measurement focus are the 
determination of operating income, changes in net position ( or cost recovery), 
financial position, and cash flows. All assets and liabilities (whether current or 
noncurrent) associated with their activities are reported. 

In the fund financial statements, the "current financial resources" measurement 
focus is used. Only current financial assets and liabilities are generally included 

on their balance sheets. Their operating statements present sources and uses of 
available spendable financial resources during a given period. These funds use 
fund balance as its measure of available spendable financial resources at the end 
of the period. 

Basis of Accounting 

In the government-wide Statement of Net Position and Statement of Activities, 
activities are presented using the accrual basis of accounting. Under the accrual 
basis of accounting, revenues are recognized when earned and expenses are 
recorded when the liability is incurred or economic asset used. Revenues, 
expenses, gains, losses, assets, and liabilities resulting from exchange and 
exchange-like transactions are recognized when the exchange takes place. The 
effect of interfund activity has been eliminated from the government-wide 
financial statements. 

In the fund financial statements, governmental funds are presented on the 
modified accrual basis of accounting. Under this modified accrual basis of 
accounting, revenues are recognized when "measurable and available." 
Measurable means knowing or being able to reasonably estimate the amount. 
Available means collectible within the current period or within sixty days after 
year end. Expenditures (including capital outlay) are recorded when the related 
fund liability is incurred, except for general obligation bond principal and interest 
which are reported when due. 

14 



CITY OF PATTISON, TEXAS 
Notes to Basic Financial Statements 

December 31, 2017 

I. Summary of significant accounting policies - cont.

D. Capital Assets

The accounting and reporting treatment applied to the capital assets associated
with a fund are determined by its measurement focus.

Government-wide statements

In the government-wide financial statements, capital assets are accounted for as
assets and valued at historical cost, except for donated capital assets which are
recorded at their estimated fair value at the time of donation.

Depreciation of all exhaustible capital assets is recorded as an allocated expense
in the Statement of Net Position. Depreciation is provided over the assets'
estimated useful lives using the straight-line method of depreciation. The range
of estimated useful lives by type of asset is as follows:

Buildings and improvements 
Infrastructure 

10-50 years
I 0-50 years

When capital assets are disposed of, the cost and related accumulated depreciation 
are removed from the accounts and the appropriate gain or loss is recognized. 

Fund financial statements 

In the fund financial statements, capital assets used in governmental operations 
are accounted for as capital outlay expenditures of the governmental fund upon 
acquisition. 

E. Cash and Cash Equivalents and Investments

Cash and cash equivalents consist of cash on hand, amounts in demand deposits
and amounts held in an active assets government trust account. The State of
Texas restricts municipalities to invest in time deposits, U.S. Government
Securities, and investment pools managed by the State. Investments consist of
brokered certificates of deposit at Morgan Stanley. Investments are stated at fair
value with unrealized gains and losses included in investment income. Fair value
is based on a pricing matrix (Level 2 in the fair value hierarchy).

15 



1. 

CITY OF PATTISON, TEXAS 
Notes to Basic Financial Statements 

December 31, 2017 

Summary of significant accounting policies - cont. 

F. Fund Equity

Government-wide statements

Equity is classified as net position and displayed in three components:

a. Net investment in capital assets - Consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mo11gages, notes or other borrowings that
are attributable to the acquisition, construction, or improvement of those assets.

b. Restricted net assets - consists of net assets with constraints placed on the
use either by (1) external groups such as creditors, grantors contributors, or
laws or regulation of other governments; or (2) law through constitutional
provisions or enabling legislation.

c. Unrestricted net assets - all other net assets that do not meet the definition of
"restricted" or "invested in capital assets, net of related debt."

Fund statements 

Governmental fund equity is classified as fund balance. Fund balance is further 

classified as non-spendable, restricted, committed, assigned, and/or unassigned. 

Classification offund balances 

The nonspendable fund balance includes the portion of net resources that cannot 
be spent because of their form or because they must be maintained intact. 

Resources not in spendable form include supplies inventories and prepaid items, 
long-term receivable net of deferred interest revenue, and nonfinancial assets held 
for resale. 

Some resources are spendable but are legally or contractually required to be 

maintained intact. Such resources include the principal of an endowment. 

16 



1. 

CITY OF PATTISON, TEXAS 
Notes to Basic Financial Statements 

December 31, 2017 

Summary of significant accounting policies - cont. 

The restricted fund balance includes net resources that can be spent only for the 
specific purposes stipulated by constitution, external resource providers ( creditors, 
grantors, contributors), laws and regulations of other governments, or through 
enabling legislation. The enabling legislation authorizes the City to assess, levy, 
charge or otherwise mandate payment of resources from external resource 

providers; those resources can be used only for the specific purposes stipulated in 
the legislation. 

The commilled fund balance includes spendable net resources that can only be 
used for specific purposes pursuant to constraints imposed by formal Council 
actions, no later than the close of the fiscal year. Those constraints remain 
binding unless removed or changed in the same manner employed to previously 
commit those resources. 

The assigned fund balance includes amounts that are constrained by the City's 
intent to be used for specific purposes, but are neither restricted nor committed. 
Such intent should be expressed by the City Council or its designated officials to 
assign amounts to be used for specific purposes, but are neither restricted nor 
committed. Constraints imposed on the use of assigned amounts can be removed 
with no formal Council actions. The assigned fund balance is only reported in the 
General Fund. 

The unassigned fund balance represents spendable net resources that have not 
been restricted, committed, or assigned to specific purposes. 

Spending Prioritization in Using Available Resources 

When both restricted resources and other resources (i.e., committed, assigned, and 
unassigned) can be used for the same purpose, the City budget considers restricted 
resources to be spent first. 

When committed, assigned, and unassigned resources can be used for the same 
purpose, the flow assumption in the City budget is to spend in the sequence of 
committed resources first, assigned second, and unassigned last. 

17 



2. 

3. 

Budgets 

CITY OF PATTISON, TEXAS 
Notes to Basic Financial Statements 

December 31, 2017 

Annually, a budget is adopted for the general fund. The legal level of budgetary control is 
specific line item groupings. Therefore a budget amendment is required to increase the 
appropriations for any line item grouping. All appropriations lapse at fiscal year-end. 

Encumbrance accounting is a system under which purchase orders, contracts, and other 
commitments for the expenditure of funds are recorded to reserve that portion of the 
applicable appropriation. Encumbrances are reported as reservations of fund balances 
since they do not constitute expenditures or liabilities. The City does not employ 
encumbrance accounting as it feels its current system is adequate to assure effective 
budgetary control and accountability and to facilitate effective cash planning and control. 

Capital assets 

Capital asset activity for the year ended December 31, 20 I 7 is as follows: 

Balance at Balance at 
December 3 I , 2016 Additions Deletions December 31, 2017 

Non-depreciable: 
Land $ 26,985 $ $ $ 
Construction in progress 69,672 

Total non-depreciable 26,985 69,672 
Depreciable: 

Infrastructure 43,659 14,527 
Total depreciable 43,659 14,527 

Total Capital Assets 70,644 84,199 
Less accumulated depreciation 

Infrastructure 828 3,177 
Total 828 3,177 

Capital assets, net $ 69,816 $ 81,022 $ $ 

Depreciation expense charged to the primary government in 2017 was $3,177. 

4. Assessments

5. 

During 1973, the City entered into an agreement with CenterPoint Energy Houston 
Electric, LLC whereby the City grants CenterPoint Energy Houston Electric, LLC. the 
right to conduct business within City limits. In exchange, the City receives franchise fees 
of $500 plus 4% of gross receipts for each calendar year through the year 2023. 

Risk Management 

The City is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. 
The City participates in the Texas Municipal League Intergovernmental Risk Pool for 
worker's compensation insurance as well as commercial insurance. The City pays a 

18 

26,985 
69,672 
96,657 

58,186 
58,186 

154,843 

4,005 
4,005 

150,838 



CITY OF PATTISON, TEXAS 
Notes to Basic Financial Statements 

December 31, 2017 

quarterly premium to the Pool. The Pool is intended to be self-sustaining through 
member premiums. Claims have not exceeded insurance coverage in any of the past 
three years. 

6. Deposits with Financial Institutions

The City does not have investment policies related to interest rate risk, credit risk, or
concentration of credit risk. In the case of deposits, custodial credit risk is the risk that in
the event of a bank failure, the City's deposits may not be returned to it. The City's
deposits with financial institutions total $503,412 as of December 31, 2017 and are
covered by the Federal Deposit Insurance Corporation (FDIC). The cash and cash
equivalents reported on the balance sheet also includes $199,936 held in an active assets
government trust account at Morgan Stanley. This account is not covered by the FDIC.

7. Commitments

In November, 2017, the City approved a contract for paving and drainage improvements
totaling $272,979. The project is in progress as of December 31, 2017.

19 



Ill 
SEIDEL

SCHROEDER 
CERTIFIED PUBLIC ACCOUNTANTS/ BUSINESS ADVISORS 

May 18, 2018 

To the City Council 
City of Pattison, Texas 

We have audited the financial statements of the governmental activities, and each major fund of 
City of Pattison for the year ended December 31, 2017. Professional standards require that we 
provide you with information about our responsibilities under generally accepted auditing 
standards, as well as certain information related to the planned scope and timing of our audit. We 
have communicated such information in our letter to you dated December 18, 2017. Professional 
standards also require that we communicate to you the following information related to our audit. 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by City of Pattison, Texas, are described in Note 1 to the 
financial statements. No new accounting policies were adopted and the application of existing 
policies was not changed during 2017. We noted no transactions entered into by the 
governmental unit during the year for which there is a lack of authoritative guidance or 
consensus. All significant transactions have been recognized in the financial statements in the 
proper period. 

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

Management's estimate of accumulated depreciation is based on management's estimate of 
useful lives of capital assets. We evaluated the key factors and assumptions used to develop 
accumulated depreciation in determining that it is reasonable in relation to the financial 
statements taken as a whole. 

The financial statement disclosures are neutral, consistent, and clear. 
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Difficulties Encountered in Performing the Audit 

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

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are clearly trivial, and communicate them to the 
appropriate level of management. Management has corrected all such misstatements. 

The following misstatements detected as a result of audit procedures were corrected by 
management: 

Change in fund balance, per books 

Adjustments: 
Sales tax receivable 
Interest income 

Accounts payable 

Net effect of audit adjustments 

Change in fund balance, as adjusted 

Disagreements with Management 

$ (2,379) 

3,933 
8,603 

(18,650) 

{6, 114� 

$ (8,493) 

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

Management Representations 

We have requested certain representations from management that are included m the 
management representation letter dated May 18, 2018. 

Management Consultations with Other Independent Accountants 

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



Other Audit Findings or Issues 

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

Other Matters 

We applied certain limited procedures to management's discussion and analysis, which is 
required supplementary information that supplements the basic financial statements. Our 
procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide 
any assurance on the RSI. 

Restriction on Use 

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

Very truly yours, 

Seidel Schrnecier 



Ill 
SEIDEL

SCHROEDER 
CERTIFIED PUBLIC ACCOUNTANTS/ BUSINESS ADVISORS 

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

In planning and performing our audit of the financial statements of the governmental activities and 
each major fund of City of Pattison, Texas (the "City") as of and for the year ended December 31, 
2017, in accordance with auditing standards generally accepted in the United States of America, we 
considered City of Pattison, Texas' internal control over financial reporting (internal control) as a 
basis for designing audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinion 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. 

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant 
deficiencies may exist that were not identified. However, as discussed below, we identified a 
ce1tain deficiency in internal control that we consider to be a significant deficiency. 

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. We did not identify any deficiencies in internal 
control that we consider to be material weaknesses. 

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. We consider the following deficiency in internal control to be a significant 
deficiency: 

Segregation of duties 

The City's transactional operations, reconciliations and financial statement preparation are 
concentrated on one employee which presents the potential for misstatements or 
misappropriation. To compensate for this control, the City involves the council in approval 
of invoices and also has established a finance committee for review of financial 
information. We recommend continued use of the council and finance committee for 
detailed review of transactional operations. Furthermore, we recommend the Mayor 
perform a monthly review of the monthly bank statements as an added control. 
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This communication is intended solely for the information and use of the City Council, 

management, others within the organization and federal awarding agencies and pass-through 

entities and is not intended to be and should not be used by anyone other than these specified 

parties. 

May 18, 2018 




