


















.... CITYOF 

v. TEXARKANA 
TEXAS 

Honorable Mayor and City Council, 
City Manager and Citizens of the 
City of Texarkana, Texas 

P.O. Box 1967 
Texarkana, TX 75504 
Phone(903) 798-3900 

The Comprehensive Annual Financial Report (CAFR) of the City of Texarkana, Texas (the City) 
for the fiscal year ended September 30, 2018, is submitted in accordance with State statutes. 
These statutes require that every general-purpose local government publish at the close of each 
fiscal year a complete set of audited financial statements. 

The report is published to provide the City Council, City staff, our citizens, our bondholders and 
other interested parties with detailed information concerning the financial condition and activities 
of the City government. Management assumes full responsibility for the completeness and 
reliability of the information contained in this report, based upon a comprehensive framework of 
internal control that it has established for this purpose. Because the cost of internal control 
should not exceed anticipated benefits, the objective is to provide reasonable, rather than 
absolute, assurance that the financial statements are free of any material misstatements. 

Holliday, Lemons, & Cox, P. C., Certified Public Accountants, have issued an unmodified 
opinion on the City of Texarkana, Texas financial statements for the year ended September 30, 
2018. The independent auditor's report is located at the front of the financial section of this 
report. 

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

Profile of the Government 

The City of Texarkana, Texas (the City), incorporated in 1874, is located on the Texas -Arkansas 
state line in the northeast corner of the State of Texas. The City is 28 miles south of Oklahoma 
and 25 miles north of the Louisiana boundary line and it currently occupies a land area of 31. 73 
square miles and serves a population estimated at 37,818. The City is empowered to levy a 
property tax on real and personal properties located within its boundaries. It is also empowered 
by state statute to extend its corporate limits by annexation, which occurs periodically when 
deemed appropriate by the City Council. 

The City has operated under the council-manager form of government since 1960. Policy-making 
and legislative authority are vested in a governing council (Council) comprised of the mayor and 
six members, all elected on a non-partisan basis. Council members serve three-year staggered 
terms, with two members elected by ward every three years. The mayor is elected at large and 
serves a three-year term. The Council is responsible, among other things, for passing ordinances, 
adopting the budget, appointing committees, and hiring the City Manager, City Attorney, and 



Municipal Judge. The City Manager is responsible for carrying out the policies and ordinances of 
the Council, for overseeing the day-to-day operations of the City, and for appointing the heads of 
the various departments. 

The City provides a full range of services, including police, fire, streets and infrastructure, traffic 
engineering, parks, recreation, library, community development (planning and zoning), public 
improvements, tourism activities, and general administrative services. Water and sewer 
distribution and collection activities are provided by Texarkana, Texas water department in 
conjunction with the Texarkana, Arkansas water department, dba Texarkana Water Utilities 
(TWU). The Texas activity of TWU functions as a department of the City, and therefore has 
been included as an integral part of the City's financial statements. 

The financial reporting entity (the government) includes all funds of the primary government (i.e., 
the City of Texarkana as legally defined), as well as all of its component units. Component units 
are legally separate entities for which the primary government is financially accountable. Blended 
component units are in substance, part of the primary government's operations, even though they 
are legally separate entities. The City reports the Texarkana Firemen's Relief and Retirement 
Fund, a blended component unit, as a fiduciary fund of the City with a December 31, 2017 year 
end (most recent audit). Discretely presented component units are legally separate entities and 
not part of the primary government's operations. The Texarkana-Bowie County Family Health 
Center is included in the financial statements as a discretely presented component unit. The City 
also participates in joint ventures with Texarkana, Arkansas to operate the Texarkana Regional 
Airport and the Bi-State Justice Center. Other joint ventures include the Bowie Central Appraisal 
District, the Texarkana Metropolitan Planning Organization (MPO) and the Texarkana Urban 
Transit District (T-Line). 

Local Economy 

The information presented in the financial statements is perhaps best understood when it is 
considered from the broader perspective of the specific environment within which the City 
operates. 

The City and surrounding region are home to several industrial and manufacturing operations, 
including tire manufacturing, small arms ammunition, paper production, railroad tank car repair, 
cup and carton manufacturing, pipeline fittings, truck bodies, furniture, valves and couplings, 
military equipment repair and refurbishing, trucking, and petroleum marketing. Texarkana is also 
a regional medical center, with two (2) acute care hospitals, offering 675 beds, two (2) 
rehabilitation hospitals with 140 beds, a 15-bed geriatric psychiatric inpatient facility, and several 
mental health centers, ambulatory surgical centers, home health care organizations, nursing home 
centers, assisted living centers, and retirement communities. 

The City's strategic location with the prospect of three (3) interstate highways in the area, a 
favorable climate, plentiful water supplies, and a good mix of manufacturing, agriculture, 
government, tourism, education, medical, retail trade and service centers should contribute to 
future growth and development for the foreseeable future. Current estimates indicate that 
approximately 80,000 vehicles use the area's interstate system. 

The City's primary and secondary education needs are served by three (3) public school districts, 
and four (4) other public school districts that border the City, as well as several area private 
schools. Five (5) institutions of higher education provide services to the City. Texarkana College 
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has more than 5,000 students enrolled; Texas A&M University-Texarkana expanded to a 4 year 
university in 2010, completed Bringle Lake Village, the first student housing on campus, in 2011 
and currently serves approximately 2,000 students; the University of Arkansas for Medical 
Sciences Area Health Education Center provides higher education services in the area; and 
Southern Arkansas Tech, provides airframe and power plant training for 150 students at the 
airport; University of Arkansas - Texarkana is the City's newest institution of higher education, 
serving approximately 400 students in its new facility. 

The City has a number of worthwhile attractions, including the only U.S. Post Office located in 
two states, which provides a unique photo opportunity at Photographer's Island, the Scott Joplin 
Mural, the historic Perot Theatre, the Regional Arts Center, Discovery Place Children's Museum 
and Texarkana Museum of Regional History, the Texarkana Symphony Orchestra, a municipal 
golf course designed by Jim Fazio, Jr. and managed by Hank Haney, and City parks that have 
hosted a number of district and state athletic tournaments. Noted attractions in the City's parks 
system include: Splash Pad at Spring Lake Park, Kylee Sullivan Pet Safe Dog Park at Spring 
Lake Park and the new additions at Bringle Lake Park, including wilderness hiking and bike 
trails. Additionally, there are a multitude of outdoor activities available on one of many lakes and 
rivers in the region. 

Permits for new non-residential construction increased from last year's value of around 
$28,254,665 to around $41, 796,884 this year. Permits for non-residential additions, alterations 
and conversions decreased from $15,276,599 to $14,007,539 this year. Residential permits 
decreased from $8,292,931 to $5,895,000. Residential additions, alterations and conversions 
ended the year at $705 ,946, a decrease from last year's number of $1,687 ,227. 
Notable commercial projects in progress and/or completed in 2018 include the following: 

• Banks/Credit Unions/ Schools 
o LEISD Elementary 
o Loe & Birdwell 

• Restaurants 
0 Taco's 4 Life 
0 Newk's 
0 Chick Fil A 
0 Crave Pizza 
0 US Pizza 
0 Taquitas Plus 
0 LocaLuna 
0 Taco Tico 
0 Red Bone Brewery 
0 The Benchmark American Brasserie 

• Gym Facilities 
o Planet Fitness 
o The Sports Plex 

• Retail Shopping 
o O'Reilly's 
o Factory Connection 
o Fur Cuts 
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o Red Door Dance Academy 
o Party City 
o Road Runner X2 
o Hill's Auto 
o Creative Flooring 

• Medical 
o Pleasant Grove Medical Spa 
o Pleasant Grove Family Clinic 
o BPL Plasma 

Sales taxes, property taxes, and franchise receipts are responsible for a substantial portion of the 
City's general fund operating revenue budget. The overall net increase in general revenues in 
fiscal year 2018 compared to the prior fiscal year was $538,004. In total, property tax revenue 
increased by $331,400 (1.92%). Property tax revenue allocated to the general fund decreased by 
$576,885 (4.62%), while property tax revenue allocated to the debt service fund and the TIRZ #1 
fund increased by $753,890 (17.69%) and $154,395 (33.95%) respectively. Sales and other tax 
revenue increased by $704,659 (4.44%), revenue from franchise receipts increased by $89,325 
(6.41%), municipal court collections increased by $93,211 (5.37%), interest revenue increased by 
$173,297 (165 .29% ), and various other revenues increased by $54,397 (2 .39% ). 

Historical perspectives of major revenues are illustrated in the following graphs: 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

As management of the City of Texarkana, Texas (City), we offer readers of the City's financial 
statements this narrative overview and analysis of the financial activities of the City for the fiscal 
year ended September 30, 2018. We encourage readers to consider the information presented 
here in conjunction with additional information that we have furnished in our letter of transmittal, 
which can be found on pages vii - xiii of this report. 

FINANCIAL IDGHLIGHTS 

• The assets and deferred outflows of resources of the City exceeded its liabilities at the 
close of the most recent fiscal year by $165,832,127 (net position). Of this amount, 
$147,599,376 (89%) are invested in capital assets which do not directly generate revenue 
and are not available to generate liquid capital. Net position restricted for specific 
purposes total $13,527,799 (8%). The remaining $4,704,952 (3%) are unrestricted and 
may be used to meet the government's ongoing obligations to citizens and creditors in 
accordance with the City's fund designation and fiscal policies. 

• The City's total net position decreased by $4,820,338 during this fiscal year. The change 
in net position from operations of governmental activities decreased by $488,290 while 
the change in net position from operations of business-type activities decreased by 
$4,332,048. 

• Unrestricted net position, which may be used to meet the City's ongoing obligations to 
citizens and creditors, increased by $53,337. 

• At the close of the current fiscal year, the City's governmental funds reported ending 
fund balances of $30,241,221, an increase of $2,435,009 from last year. $8,516,380 of 
this amount or 28.16% of the total fund balance is available for spending at the City's 
discretion (unassigned fund balance). 

• Within the combined governmental fund balances, $90,274 is non-spendable for joint 
venture investments. Another $8,299,613 is restricted, $3,277,171 is committed, and 
$10,057,783 is assigned. Total unassigned fund balance is $8,516,380 and is equal to 
24.5% of general fund expenditures. 

• The City has approximately 90 days of expenditures in the unassigned fund balance of 
the general fund at year end. 

• The City's total long-term liabilities decreased by $2,815,065 (2.8%) due to regularly 
scheduled debt service payments. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

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

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

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

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

Both of the government-wide financial statements distinguish functions of the City that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from 
functions that are intended to recover all or a significant portion of their costs through user fees 
and charges (business-type activities). The governmental activities of the City include general 
government, public safety, public works, parks and recreation, and health and welfare. The 
business-type activities of the City include water and sewer operations. 

The government-wide financial statements include not only the City itself (known as the primary 
government), but also a legally separate health center for which the City is financially 
accountable. Financial information for these component units is reported separately from the 
financial information presented for the primary government itself. 

The government-wide financial statements can be found on pages 24 - 27 of this report. 

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

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

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

The City maintains twenty-six (26) governmental funds. Information is presented separately in 
the governmental funds balance sheet and in the governmental funds statement of revenues, 
expenditures, and changes in fund balances for the General Fund and the Debt Service Fund, 
both of which are considered to be major funds. Data from the other twenty-four (24) funds are 
combined into a single, aggregated presentation. Individual fund data for each of these non-major 
governmental funds is provided in the form of combining statements elsewhere in this report. 

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

The basic governmental funds financial statements can be found on pages 28 - 33 of this report. 

Proprietary Funds. The City maintains two different types of proprietary funds. Enterprise funds 
are used to report the same functions presented as business-type activities in the government-wide 
financial statements. The City uses enterprise funds to account for its water and sewer operations. 
Internal service funds are an accounting device used to accumulate and allocate costs internally 
among the City's various functions. The City uses internal service funds to account for its 
employee insurance programs and fleet services. Because each of these services predominately 
benefits governmental rather than business-type functions, they have been included within 
governmental activities in the government-wide financial statements. 

Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail. The proprietary fund financial statements provide separate 
information for the Texarkana, Texas Water Utilities (TWU), which is considered to be a major 
fund of the City. Data from the other two (2) enterprise funds are combined into a single, 
aggregated presentation. Individual fund data for each of these non-major enterprise funds is 
presented in the form of combining statements elsewhere in this report. These internal service 
funds are combined into a single aggregated presentation in the proprietary fund financial 
statements. Individual fund data for the internal service funds is provided in the form of 
combining statements elsewhere in this report. 

The basic proprietary fund financial statements can be found on pages 34 - 39 of this report. 

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of 
parties outside of the government. Fiduciary funds are not reflected in the government-wide 
financial statement because the resources of those funds are not available to support the City of 
Texarkana, Texas' own programs. The accounting used for fiduciary funds is much like that used 
for proprietary funds. 

The basic fiduciary fund financial statements can be found on pages 40 - 41 of this report. 

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

The notes to the financial statements can be found on pages 42 - 106 of this report. 
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Other Information - In addition to the basic financial statements and accompanying notes, this 
report also presents certain required supplementary information concerning the City's progress in 
funding its obligation to provide pension benefits to its employees. 

This required supplementary information regarding pension benefits may be found on pages 106 
- 115 of this report. 

The combining statements referred to earlier in connection with non-major governmental funds, 
non-major enterprise funds and internal service funds are presented following the required 
supplementary information on pensions. 

Combining and individual statements and schedules can be found on pages 117 - 158 of this 
report. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

As noted earlier, net position may serve over time as a useful indicator of a government's 
financial position. In the case of the City of Texarkana, Texas, assets exceeded liabilities by 
$165,832,127 as of September 30, 2018. The largest portion of the City's net position 
($147,599,376 or 89%), reflects its investment in capital assets (e.g., land, buildings, equipment, 
improvements, infrastructure, and construction in progress), less any debt used to acquire those 
assets that is still outstanding. The City uses these capital assets to provide services to citizens; 
consequently, these assets are not available for future spending. Although the City's investment 
in its capital assets is reported net of related debt, it should be noted that the resources needed to 
repay this debt must be provided from other sources, since the capital assets themselves cannot be 
used to liquidate these liabilities. 

CITY OF TEXARKANA, TEXAS' NET POSITION 

Governmental Business-type 
Activities Activities Total 

2018 2017 2018 2017 2018 2017 

Current and other assets 51,390,824 50,838,584 18,722,691 21,594,759 70,113,515 72,433,343 
Capital assets 133,329,215 130,659,168 64,946,421 66,923,816 198,275,636 197,582,984 
Total assets 184,720,039 181,497,752 83,669,112 88,518,575 268,389,151 270,016,327 

Deferred outflows ofresourc 2,511,410 9,246,151 1,156,162 1,458,030 3,667,572 10,704,181 

Long-term liabilities 85,474,999 86,981,061 11,528,874 12,837,877 97,003,873 99,818,938 
Other liabilities 2,515,613 3,605,946 3,360,480 4,209,329 5,876,093 7,815,275 
Total liabilities 87,990,612 90,587,007 14,889,354 17,047,206 102,879,966 107,634,213 

Deferred inflows of resource 1,461,300 1,889,069 1,883,330 544,761 3,344,630 2,433,830 

Net position 
Net invested in capital asset: 88,593,873 86,912,466 59,005,503 59,720,017 147,599,376 146,632,483 
Restricted 8,726,421 12,305,856 4,801,378 7,062,511 13,527,799 19,368,367 
Unrestricted 459,243 (950,495) 4,245,709 5,602,110 4,704,952 4,651,615 
Total net position 97,779,537 98,267,827 68,052,590 72,384,638 165,832, 127 170,652,465 
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