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FINANCE DEPARTMENT

March 24, 2017

The Honorable Mayor,
Members of the City Council,
City Manager and Citizens of Wichita Falls, Texas

I am pleased to submit herewith, the Comprehensive Annual Financial Report (CAFR) of the City of Wichita
Falls, Texas for the fiscal year ended September 30, 2016. The purpose of this report is to provide the City
Council, City Manager, citizens and other interested parties with detailed information concerning the financial
condition of the City of Wichita Falls. In addition, this report provides assurance that the City presents fairly its
financial position as verified by independent auditors.

COMPREHENSIVE ANNUAL FINANCIAL REPORT

The CAFR of the City of Wichita Falls, Texas, for the year ended September 30, 2016, was prepared according
to accounting principles as promulgated by the Governmental Accounting Standards Board (GASB). The
financial statements and related notes have been audited by the independent audit firm of Edgin, Parkman,
Fleming & Fleming, PC, whose report is included herein.

Responsibility for both the accuracy of the presented data and the completeness and fairness of the presentation,
including all disclosures, rests with the City. We believe the data, as presented, are accurate in all material
aspects; that they are presented in a manner designed to fairly set forth the financial position and results of
operation of the City as measured by the financial activity of its various funds; and that all disclosures necessary
to enable the reader to gain understanding of the City's financial activities have been included.

The CAFR continues to present financial data using the reporting model promulgated by GASB Statement No.
34. This reporting model changed governmental financial reporting by incorporating government-wide financial
statements. The Finance Department believes that this presentation provides better information to users of the
report, and it requires management to provide a narrative introduction, overview and analysis to accompany the
basic financial statements in the form of a Management’s Discussion and Analysis (MD&A). The MD&A can
be found immediately following the independent auditors’ report and is designed to complement this transmittal
letter and should be read in conjunction with it.

GENERAL INFORMATION - CITY OF WICHITA FALLS, TEXAS

The City of Wichita Falls is located in the south-central United States in north-central Texas. Wichita Falls is
linked to major southwestern, western, and mid-western cities by Interstate 44, U.S. Highways 82, 281, 277, 287,
and Texas State Route 79. The city is approximately 130 miles northwest of the Dallas/Fort Worth Metroplex,
15 miles from the Red River that marks the Texas/Oklahoma border, and 125 miles south of Oklahoma City.
The city is located in the cross-timbers area of the gently rolling north-central plains and is dissected by the
Wichita River. Due to the city’s geographic location, Wichita Falls serves as a regional economic hub for north
Texas and south central Oklahoma. Wichita Falls is the county seat of Wichita County and the major population
center in North Texas.

The economy is based on mineral production, retail trade, manufacturing, agribusiness, and government
installations. Principal sources of agricultural income include cattle, cotton and wheat. Wichita Falls is home to
Sheppard Air Force Base, which operates the Euro-NATO jet pilot training program. The city’s major university
is Midwestern State University. The city is also home to a branch of Vernon College, a fully accredited



community college. Principal manufacturers within the area include metal fabrication, industrial and commercial
equipment, engine components, flexible packaging, and assorted plastic, glass and fiberglass. North Texas State
Hospital-Wichita Falls Branch, Midwestern State University, James V. Allred Prison and Sheppard Air Force
Base are also large employers located within the city. The City operates a Multi-Purpose Events Center, which
includes a coliseum, exhibit hall, and an agricultural arena/show barn. The 2016 population for Wichita Falls, as
estimated by the City, is 104,710, an increase of 0.15% from the 2010 Census estimates, and an increase of
0.49% over the 2000 population.

CITY SERVICES AND ORGANIZATION OF THE GOVERNMENT

The City of Wichita Falls utilizes a Council-Manager form of government and is organized under the
Constitution and Laws of the State of Texas. The City Council is comprised of five members elected from
separate districts, and a Mayor and one member elected by the citizens at-large. The City Council appoints the
City Manager, City Attorney, Municipal Court Judge and City Clerk. All other staff members work under the
direction of the City Manager.

The City provides on a continuing basis a full range of basic municipal services including: public safety (police,
fire and building inspection); highways, streets and engineering; health and welfare services; parks, recreation
and cemeteries; library services; public improvements; planning and zoning; and general administrative services.
In addition, the City provides water, sewer, sanitation and transportation services for its citizens.

ECONOMIC CONDITION AND ACTIVITY

Over the past few decades, Wichita Falls has successfully diversified its economy to include new manufacturing,
government, medical services, retail and service related commerce. This diversification is in addition to the more
typical North Texas industries of agriculture, and oil and gas production. The Wichita Falls MSA houses a
robust manufacturing sector, with many companies having employment in excess of 100 persons. This sector of
the economy generates almost $271 million in annual payroll, representing approximately 9% of total
employment within the city, and accounts for more than $1.2 billion in gross sales annually. Wichita Falls is also
a nexus of international investment. Three area manufacturing facilities are foreign-owned, representing France,
Sweden, and Germany.

The city is the economic hub of a 60-mile radius trade area, populated by an estimated 379,400 people. Of that
population, an estimated 240,000 are currently in the workforce and look to Wichita Falls for their employment,
shopping, entertainment, educational, cultural and health care needs. Being the largest community within 100
miles, Wichita Falls boasts a larger retail trade than a community its size would normally enjoy. Many national
retailers and restaurants have found Wichita Falls to be a superb location.

From 2009 to 2011, the national recession considerably affected the local economy. During that time, four local
manufacturing companies closed, eliminating almost 1,200 jobs and several other companies reduced their
workforce by 10 to 20 percent. In response to this downturn in the local economy, efforts were made to nearly
double the economic development marketing campaigns and develop a community-wide branding, marketing and
public relations campaign. Additionally, the City and the Wichita Falls Economic Development Corporation
have been aggressive over the last few years in granting economic development incentives for primary job
creation.  Since 2010, 26 projects have been approved for incentive funding with the potential for creating
and/or retaining over 2,300 jobs. Several of these projects have invested in the local economy resulting in the
addition or retention of hundreds of jobs. Others are still in the early phases of their expansion plans and the
results remain to be seen.

Although no major plant developments were announced during the 2015-16 fiscal year, several industries made
investments in the local economy to create and/or retain hundreds of primary jobs. New and ongoing projects are
outlined below:

e GuidelT Project — GuidelT is an Information Technology Firm that provides assistance to companies to
fulfill their missions through the advancement and optimization of technology. They are a third-party
service provider to corporations around the world with its primary headquarters in Plano, Texas. The
project in Wichita Falls is expected to provide an additional 91 jobs over a two to three-year period



principally in Service Desk and IT Operations positions. They plan to lease space initially in the Energy
Center. Incentives include cash for jobs in the amount of $463,000 for creating and retaining 91 jobs in
Wichita Falls over a three-year period.

Pratt & Whitney Technology Enhancement Project — technology investment of approximately
$2,893,000 at the local plant for the purchase of three technology enhancement items — (1) 3D
Measuring Equipment and Software; (2) Direct Metal Laser Sintering Equipment; and (3) Interactive
Machining Equipment. Support for this endeavor by the Wichita Falls Economic Development
Corporation is in the form of a no interest, forgivable loan of $1,815,000 for the purchase of the
technology enhancements mentioned above. The loan is forgivable over a period of seven years should
the company maintain 120 jobs as part of the agreement.

American Fuel Cell and Coated Fabric’s (AMFUEL) Project — AMFUEL, is owned by Zodiac
Aerospace, a French company headquartered in Paris, France. Crosslake Investments, a Seattle based
investment firm recently invested in AMFUEL’s operation, and intends to establish an operation at the
old Delphi facility in Wichita Falls. AMFUEL manufactures fuel tanks for the aerospace industry,
primarily commercial/military/general aviation aircraft and helicopters. Additionally, AMFUEL makes
liquid storage containers for industrial chemicals, water, sewage, and ground fuel storage. This
operation is approximately $30 million per year. AMFUEL expects to create and retain 280 employees
over a ten year period. The WFEDC incentives include a no interest, forgivable loan of $800,000 for the
purchase of an autoclave, valued at $1.2 million, that is used in the manufacturing process, cash for jobs
in the amount of $844,750 for creating and retaining 280 jobs in Wichita Falls, and a grant up to a
maximum of $366,000 for skills development training should a grant application to the Governor’s
Economic Development and Tourism Department not be approved.

Lone Star Milk Producers Recruitment Project — incentives for Lone Star Milk Producers and related
entities in the amount of up to $116,000 of costs for expenditures for the retention and recruitment of
primary jobs at the company headquarters facility in Wichita Falls. Lone Star Milk Producers (LSMP)
was headquartered in Jack County, Texas and is a farmer owned dairy cooperative. It is ranked as the
12th largest dairy cooperative in the United States based on the annual survey in Hoard’s Dairyman, and
is ranked as the 64th largest cooperative in the United States according to the National Cooperative
Bank. LSMP desires to relocate their main headquarters operations to Wichita Falls with staffing of (20)
full time positions. The incentives are based on cash for jobs in the amount of $96,000 for twenty new
positions to be created and retained with up to $20,000 in additional incentives for high paying
positions.

Eagle Railcar Services Expansion Project — up to $928,800 for creation of 64 new jobs, training
expenses, and a forgivable loan to purchase a sponge-jet robot blaster, a global finish spray booth, a
1,500 cfm air compressor, and related equipment at the company’s facility located at 4501 Allendale
Road. Eagle Railcar Services is one of the nation’s leading independent providers of rail car repair
services with facilities in Cairo, Ohio, Elkhart and Roscoe, Texas, and its newest location in Wichita
Falls. All of the locations provide general maintenance and repair, cleaning, painting and lining, wreck
damage repair and tank car requalification. Eagle Railcar Services seeks to expand its operations in
Wichita Falls with an additional investment of more than $4,000,000 in land, capital improvements and
machinery and equipment. Eagle expects to employ an additional 64 employees over a three year
period, adding to its current labor force of 47 employees. The WFEDC incentives are based on cash for
new positions up to $352,000 for the creation of at least 64 new jobs; a skills development training
reimbursement up to $76,800 if a Texas Workforce Commission Skills Development Fund grant is not
obtained; and a no interest, forgivable loan of $500,000 for the purchase of a sponge-jet robot blaster,
global finish spray booth, an air compressor and related equipment. The loan is forgivable over a period
of five years should the company create and maintain the additional jobs as stipulated in the agreement.

4A Economic Development Sales tax funds have also been used to assist with activities of the Military Affairs
Committee, a regional organization established a few years ago to work directly with Sheppard Air Force Base
(SAFB), Air Education and Training Command, the Chief of Staff for the Air Force, and our Congressional,
State and Local elected officials. This Committee was formed to increase the value of SAFB, strengthen
community development and build a stronger economy. The City, SAFB and surrounding communities have



also conducted a Joint Land Use Study (JLUS), which was a cooperative planning initiative to promote
compatible community growth that supports military training and operational missions. The inter-jurisdictional
partnership resulted in the identification of actions that can be taken jointly by the community and installation to
promote compatible development and address current and future encroachment. The goal of compatibility
planning is to promote an environment where both entities (military and civilian) can coexist successfully.
Implementation of those actions began in 2015. Also, scheduled for fall 2016 is a proposed Transportation and
Perimeter Security Project for Sheppard Air Force Base that will utilize the use of $1,250,000 of 4A Economic
Development Funds to provide improved security at the front gate entrance to minimize potential terrorist threat
activity. This project will better position SAFB for any future Base Alignment and Closure processes that the
federal government may consider.

Small business manufacturing represents the fastest growing sector of the economy in terms of the number of new
businesses. With many area manufacturers having less than 50 employees, small manufacturers represent a vital
link in the economy. Companies in food, beverage and clothing are flourishing in Wichita County.

The value of construction permits is also an indication of economic activity in the community. Residential
permits totaled $34,551,287 during the 2015-16 fiscal year, which is an increase of $7,242,291, or 26.5% from
the prior year. The value of commercial construction permits totaled $150,853,868, which is an increase of
$70,807,822, or of 88.5% increase over the prior fiscal year. Most of this increase in commercial construction
permits can be attributed to several school building additions and to the new WFISD Career Education Center.
Additionally, several commercial construction permits issued were above $1 million in value which directly
impacts local construction contractors, and often times results in additional secondary jobs. Those permits
include:

e Wichita Falls ISD Career Education Center — a total of 122,150 sq. ft. with an estimated value of
$29,000,000.
¢  WEFISD Barwise School Addition — a total of 38,115 sq. ft. with an estimated value of $7,623,000.

o  WFISD McNeil Jr High School Addition — a total of 26,303 sq. ft. with an estimated value of
$5,242,000.

¢ Rolling Meadows Retirement Home Addition — a total of 23,142 sqg. ft. with an estimated value of
$5,000.000.

e Fairfield Inn - New Construction — a total of 50,779 sq. ft. with an estimated value of $5,000,000.

e  Apartment Complex — New Construction — a total of 56,688 sg. ft. with an estimated value of
$4,818,480.

e ER Clinic — New Construction — a total of 6,775 sq. ft. with an estimated value of $2,000,000.
e  WFISD John Tower School Addition — a total of 7,791 sq. ft. with an estimated value of $1,681,000.
e Admiral Linen Addition — a total of 14,589 sg. ft. with an estimated value of $1,400,000.

e Car/ Truck Repair Center — New Building — a total of 10,637 sq. ft. with an estimated value of
$1,100,000.

Another indicator of local economic performance is the retail sales tax. During the 2015-16 fiscal year, the City
generated $29,831,690 in retail sales taxes, which was $39,519, or 0.13% less than in the prior fiscal year.



MAJOR INITIATIVES
For The Year.

In November 2015, a contract in the amount of $78,000 was awarded to Biggs & Mathews, Inc. for the City of
Wichita Falls’ Landfill for annual environmental engineering services for testing, surveying, and reporting in
order to meet Texas Commission on Environmental Quality (TCEQ) regulations. Annually, the City is required
to submit data and reports on air permitting, landfill capacity evaluation, and groundwater monitoring. The air
permitting requirements include a Greenhouse Gas (GHG) Summary Report, Emissions Inventory, Air
Emissions/Inspection Fee Basis Form, Federal Operating Permit Annual Compliance, Tier 1l Testing Report, and
other air permits as required by the EPA and TCEQ. The landfill capacity evaluation requires on-site ground
survey, capacity calculations, and waste-fill drawings. Annual groundwater monitoring includes sampling,
testing, analytical evaluation, and reporting on existing monitoring wells.

In December 2015, the City awarded a contract in the amount of $638,512 for the engineering, design,
equipment, labor and installation of new lighting at the Four-field Softball Complex North. This new lighting
replaced a lighting system that was 26 years old and improved the level of lighting for the complex at a reduced
energy consumption of more than 50% over standard lighting system and addresses the 25-year guaranteed
constant light level of 50 foot candles as required by Amateur Softball Association standards. With this contract,
the City receives a warranty and maintenance program, eliminating 100% of maintenance cost for 25-years,
including labor and material.

In January 2016, the City awarded a contract for the 2016 Crack Seal Project in the amount of $99,085. This
project is generally described as the cleaning and sealing of cracks and joints on various City streets, and
associated work and part of the City’s annual street maintenance program.

In February 2016, the City awarded a contract to an energy services company as part of a performance contract
for Advanced Metering Infrastructure (AMI). AMI Systems measure, collect, and assist with analyzing water
usage through two-way radio communication media on a pre-defined schedule. They are essentially smart water
meters capable of producing digital output automatically and sending readings from the meter to a data
collector/radio repeater on a fixed tower system and returning data to the utility billing office for billing and data
analysis. They also provide customers with the ability to log into a customer portal to view their water usage on
an hourly basis. The system will consist principally of products provided by Sensus, who is a leading vendor in
this industry, and has been used in numerous AMI/AMR systems for cities in the State of Texas. The funding for
this project was acquired through Banc of America Public Capital Corporation in the form of a 20-year capital
lease agreement in the amount of $16,561,360 with an obligation to AMERESCO in the amount of $15,884,487
and Financing Interest and related costs of $676,873. A preliminary study indicated that this system could
produce enough savings and additional revenue to pay the annual debt service of a project costing $18 million
over a 20-year period.

Also in February 2016, the City awarded a contract for the 2016 Water Budget Utility Improvements Project in
the amount of $865,581. This project is generally described as the installation of 8-inch, 12-inch, and 20-inch
waterlines, and valves. The purpose of the project is to replace deteriorating cast iron water mains and to extend a
major transmission main. This project will help to improve the water quality and overall reliability of the water
distribution system.

In March 2016, the City awarded a contract for the 2016 Asphalt Street Rehabilitation Project in the amount of
$1,455,928. This project is to rehab asphalt streets and complete base repair at various locations. This contract
is part of the City’s overall annual street rehabilitation project. This contract includes the areas of Call Field
Road and the Midwestern Parkway with the Call Field Road portion being a spot repair west of the McNiel
Avenue intersection. The Midwestern Parkway addition is mainly repairs near the bridge over Holliday Creek
east of Hampstead Boulevard.



In May 2016, a contract was awarded for the 2016 Concrete Street Rehabilitation Project in the amount of
$310,922. This project is generally described as the concrete repair of selected City streets and associated work
and is a part of the City’s annual street rehabilitation program.

Also in May 2016, a contract was awarded in the amount of $90,857 for the 2016 CDBG Waterline Replacement
Project. Funding for this project comes from Federal Community Development Block Grant funds. This project
will install new 8-inch waterlines and new services which will eliminate old deteriorated 2-inch steel mains that
have become a continuous maintenance problem. The project will improve reliability of the distribution system
in this area.

In August 2016, a contract was awarded in the amount of $171,416 for the 2016 Sewer Budget Utility
Improvements Project — Phase 2. This project is generally described as the installation of 6-inch and 8-inch
sanitary sewer line, manhole installation/replacement, reconnect services, and associated work. The purpose of
this project is to replace cracked and broken clay tile sanitary sewer main as well as old brick manholes. The
areas included in this project were identified through the City’s sewer assessment program.

In September 2016, a contract was awarded in the amount of $280,000 for the 2016 Lift Station 53 & 61
Rehabilitation Project. This project includes the replacement of pumps, motors, piping, control panels, and
associated work for these two lift stations. The City has 63 individual lift stations throughout the City which
move wastewater through the collection system to the treatment plants. Staff budgets $270,000 annually for the
rehab of two lift stations.

Also in September 2016, a contract was awarded in the amount of $96,024 for the 2016 Alley Rehabilitation
Project. This project is generally described as the removal and replacement of concrete alley, and associated
work. These repairs facilitate the automated collection of waste from alleyways.

For The Future.

The City entered into a professional services agreement for a joint public/private construction of a major brand
150 room full-service conference hotel to be constructed adjacent to the City’s multi-purpose event center. In
addition, the City will construct a conference center next to the conference hotel. With the addition of this hotel
and facilities, the City hopes to make major strides in attracting more conferences and conventions to the city.
The City anticipates issuing debt in the summer of 2017 to fund the conference center and to assist with the
construction of the conference hotel.

FINANCIAL INFORMATION

In developing and evaluating the City's accounting system, consideration is given to the adequacy of internal
control as deemed appropriate by the City Manager. Internal control is designed to provide reasonable, but not
absolute, assurance regarding: (1) the safeguarding of assets against loss from unauthorized use or disposition;
and (2) the reliability of financial records for preparing financial statements and maintaining accountability for
assets. The concept of reasonable assurance recognizes that the cost of a control should not exceed the benefits
likely to be derived and the evaluation of costs and benefits requires estimates and judgments by the City
Manager.

All internal control evaluations occur within the above framework. The City believes that its internal control
adequately safeguards assets and provides reasonable assurance of proper recording of financial transactions.

The Annual Operating Budget is proposed by the City Manager and approved by the City Council following
public discussion. Budgetary control is maintained at the class level by the Finance Department within each
division by the encumbrance of estimated purchase amounts prior to the release of purchase orders to vendors.
Purchase orders which result in an overrun of class level balances are not released until additional appropriations
are made available. In instances when budgetary transfers are necessary, management control of the operating
budget is maintained at the fund and department level. Transfers within a department of the same fund must be
approved by the City Manager. Transfers across departments or funds must be approved by the City Council.
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Unencumbered appropriation balances lapse at year end and are not carried forward to new budget periods.
Open encumbrances are reported as reservations of fund balance at September 30, 2016, and related
appropriations are carried forward to the new fiscal year through a supplemental budgetary allocation.

In September 2012, the City adopted a fund balance policy for the General Fund, Water/Sewer Fund, and the
Sanitation Fund. The policy requires the City to maintain at least 20% of expenditures in unassigned fund
balance in the General Fund, 17% of expenditures (less debt service expenses) in the Water/Sewer Fund, and
15% of expenditures in the Sanitation Fund. These financial statements reflect that the policy has been followed
in the General Fund and Sanitation Fund. Exiting from drought conditions and water restrictions in June 2015
resulted in much higher water sales this fiscal year, allowing the City to meet the stated reserve requirements in
the Water/Sewer Fund.

The City also maintains an informal policy to limit tax supported debt to no more than 5% of total assessed
property value or $1,500 per capita. As of September 30, 2016, the City’s tax supported debt was approximately
$47.3 million, which is 0.99% of the taxable value of property, and $450 per capita.

OTHER INFORMATION

Independent Audit

The City Charter requires an annual audit of the books of account, financial records, and transactions of all
administrative departments of the City by Certified Public Accountants. The accounting firm of Edgin, Parkman,
Fleming & Fleming, PC was selected by the Mayor and City Council to satisfy this charter requirement. The
auditors’ report on the basic financial statements and combining fund statements and schedules is included in the
financial section of this report. In addition to meeting the requirements set forth in the City Charter, the audit
also was designed to meet the requirements of the federal Single Audit Act Amendments of 1996 and related
Uniform Guidance, and the State Single Audit Act. These reports are issued under separate cover.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of Wichita Falls for its Comprehensive Annual
Financial Report for the fiscal year ended September 30, 2015. This was the 21st consecutive year that the
government has achieved this prestigious award. In order to be awarded a Certificate of Achievement, a
government must publish an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principles and applicable legal requirements. A
Certificate of Achievement is valid for a period of one year only. We believe that our current Comprehensive
Annual Financial Report continues to meet the Certificate of Achievement Program’s requirements, and we are
submitting it to GFOA to determine its eligibility for another certificate.
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Independent Auditor's Report on Financial Statements

The Honorable Mayor and Members of the City Council
City of Wichita Falls, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Wichita Falls, Texas (the City) as of and for the year ended
September 30, 2016, and the related notes to the financial statements, which collectively comprise the
City's basic financial statements as listed in the table of contents.

Management’'s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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 and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the City’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 City’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 financial statement presentation.

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 financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the
City as of September 30, 2016, and the respective changes in financial position, and, where applicable, cash
flows thereof for the year then ended in conformity 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, the Budgetary Comparison Schedule — General Fund, the schedules on the Texas
Municipal Retirement System, the Wichita Falls Firemen’s Relief and Retirement Fund, and the Wichita Falls
Retiree Health Care Plan 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's basic financial statements. The introductory section, combining and individual
nonmajor fund financial statements, supporting schedules, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

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

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

Oher Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued under separate cover our report
dated March 24, 2017, on our consideration of the City's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, 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 internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the City’s internal control over financial reporting and
compliance.

Respectfully submitted,

. . .’. ~ ec__
Edgin, Parkman, Fleming & Fleming, PC

March 24, 2017
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City of Wichita Falls, Texas
Management’s Discussion and Analysis
September 30, 2016

Management’s discussion and analysis provides a narrative overview of the financial activities
and changes in the financial position of the City of Wichita Falls, Texas, for the fiscal year ended
September 30, 2016. It is offered here by the management of the City to the readers of its
financial statements. Readers should use the information presented here in conjunction with
additional information furnished in our lette