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INDEPENDENT AUDITORS' REPORT

Honerable Mayor and City Council
City of While Oak, Texas

We have audited the accompanying financial statements of the governmental aclivities, the business-type aclivity, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the City of White
Oak, Texas, as of and for the year ended September 30, 2008, which collectively comprise the City's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the City's management.
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 Uniled States of America and
the standards applicable to financial audits contained in Government Audiling Standards, issued by the Comptroller
General of the Uniled States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as weil as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental aclivities, the business-type activity, the discretely presented component unit, each major
fund, and the aggregate remaining fund information of the City of White Qak, Texas, as of September 30, 2008, 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 Uniled States of America.

In accordance with Government Auditing Standards, we have also issued our report dated April 23, 2009 on our
consideration of the City of White Oak's internai control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and comptiance 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 audil performed in accordance with Government Audiling Standards and should be considered in assessing the
results of our audif.

The Management's Discussion and Analysis and the budgetary information identified as Required Supplementary
Information in the table of contents are not a required part of the baslc financial statements but are supplementary
information required by accounting principles generally accepted In the United Stales of America. We have applied
cerlain limited procedures, which consist principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and express no
opinion o il.
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Our audit was conducted for the purpose of forming opinions on the financial statements which collectively comprise the
City of White Oak, Texas' basic financial statements. The other supplementary information is presented for purposes of
additional analysis and is not a required part of the basic financial slatements. This budgetary comparison schedule has
been subjected to the auditing procedures applied by us in the audit of the basic financial statements and, In our opinion,
based on our audit, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Kagen &. 804;@ ¢ (usoecalen, e,
Karen A. Jacks & Associates, P.C.

April 23, 2009




CITY OF WHITE OAK, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2008

The discussion and analysis of the City of White Oak’s financial performance provides an overview and analysis of the City’s financial
activities for the fiscal year ended September 30, 2008. It should be read in conjunction with the accompanying basic financial statements,

FINANCIAL HIGHLIGHTS

The assets of the City of White Oak exceeded its liabilities at the close of the fiscal year ending September 30, 2008 by $17,188,326 (net
assets). Of this amouat, $2,739,154 (unrestricted net assets) 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 assets decreased by $ 331,470 for the year ended September 30, 2008,

As of September 30, 2008, the City’s povernmental funds reported an ending fund balance of $2,702,798. This resulted in a decrease of
$206,376 in comparison with the prior year 2007 fund balance of $2,909,174.

The City’s total long term debt increased by $2,629,877 at the end of fiscal year of 2008,

OVERVIEW OF THE FINANCIAL STATEMENTS

This 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
financial statements. This report also contains other supplementary information in addition to the basic financial statements themselves,

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

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

The Statement of Net Assets combines and consolidates governmental funds’ current financial resources (short-term spendable resources) with
capital assets and long-term obligations. Other non-financial factors should also be taken into consideration, such as changes in the City’s
property tax base and the condition of the City’s infrastructure (i.e. roads, drainage improvements, storim and sewer lines, efc.), to access the
overal! health or financial condition of the City.

The Statement of Activities presents information showing how the City’s net assets changed during the most recent fiscal year. All of the
current year’s revenues and expenses are taken into account regardiess of when cash is received or paid. 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 not
used sick and vacation time). Both the Statement of Net Assets and the Statement of Activities are prepared utilizing the accrual basis of
accounting as opposed to the modified accrual basis used in prior reporting models.




CITY OF WHITE OAK, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)
September 30, 2008

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

Governmental activities — Most of the City’s basic services are reported here, including the police, fire, streets, parks and recreation, and
general administration,

Business-type activities — The City charges a fee to customers to help it cover all or most of the cost of certain services it provides, The City’s
water and sewer system is reported here.

Component unifs —~The City includes one component unit in its report. The White Oak Economic Development Corporation is reported as a
“discretely presented” component unit in the financial statements. Although legally separate, this component unit is important because the City
is financially accountable for it. Also known as WOEDCO.

Reporting the City’s Most Significant Funds

Fund Financial Statements

The fund financial statements provide detaited information about the most significant funds - not the City as a whole, Some funds are reguired
to be established by state law and by bond covenants. However, the City can establish other funds to help it control and manage money for
particular purposes or to show that it is meeting legal responsibilities for using cerfain taxes, grants, and other money. The City’s two kinds of
funds — governmental and proprietary — use different accounting approaches,

Governmental funds

The majority 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. These funds are reported using an accounting method identified as the modified
accrual basis of accounting, which measures cash and all other financial assets that can readily be converted to cash. The governmental fund
statements provide a detailed short-term view of the City’s general government operations and the basic services it provides. Governmental
fund information helps determine whether there are more or fewer financial resources that can be spent in the near future to finance the City’s
programs. By comparing information presented for governmental funds with similar information presented for governmental activities in the
government-wide statements, readers may better understand the long-term impact of the government’s near-term financing decisions. The
relationships or differences between governmental activities (reported in the Statement of Net Assets and the Statement of Activities) and
governmental funds are detailed in a reconciliation following the fund financial statements.

The City of White Oak maintains one governmental fund.

Froprietary funds — The City charges customers for the services it provides. These services are reported in the proprietary fund. Proprietary
funds are reported in the same way that all activities are reported in the Statement of Net Assets and the Statement of Activities. In fact, the
City’s enterprise fund is identical to the business-type activities that are reported in the government-wide statements but provide more detail
and additional information, such as cash flows, for proprietary funds.

The City of White Oak maintains one enterprise fund. The City uses the enterprise fund to account for its water and sewer services and solid
waste services.




CITY OF WHITE OAK, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Septeniber 30, 2008

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 immediately following the basic financial statements,

Other Information

In addition to the basic financial statements and accompanying notes, this report presents certain required supplementary information
concerning budgetary comparative information for the general fund and other supplementary information concerning budgetary comparative
information for the water fund.

THE CITY AS A WHOLE - GOVERNMENT-WIDE FINANCIAL STATEMENTS

The City’s combined net assets were $17,188,326 as of September 30, 2008, Analyzing the net assets and net expenses of governmental and
business-type activities separately, the Governmental net assets are $9,780,488 and the business-type activities net assets are $7,407,838. This
analysis focuses on the net assets (table 1) and changes in general revenues (table 2) and significant expenses of the City’s governmental and
business-type activities,

The largest portion of the City’s net assets reflects ifs investment in capital assets {e.g. land, building, equipment, and infrastructure} less any
refated debt used to acquire those assets that is still outstanding. The City uses these capital assets fo 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

Hquidate these liabilities,




CITY OF WHITE OAK, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS
{Continued)
September 30, 2008

Table 1
Summary of Net Assets

Governmental  Business-type Governmental ~ Business-type
Activities Activities Total Activities Activities Total
2008 2008 2008 2007 2007 2007

Current and other assets $ 2910784 $ 3,301,673 $ 6,212,457 $3,188,616 $ 435,592 $ 3,624,208
Capital Assets $ 7078706 $ 9295313 $ 16374019 $7.120915 $ 9.,517.840 $ 16,638,755
TOTAL ASSETS $9,989,490 £ 12,596,986 $22,586,476 $10,309,531 $ 9,953,432 $20,262,%63
Current Liabilities $ 209,002 $ 224,148 $ 433,150 $ 278,506 $ 134,661 $ 413,167
Non-Current Liabilities 3 0 $ 4.965.000 $ 4.965,000 $ 0 $ 2.330.000 $ 2,330,000
TOTAL LIABILITIES $ 209,002 $ 5,189,148 $ 5,398,150 $ 278,506 $2,464,661 $2,743,167
Net Assets:
Invested in capital assets, § 7,078,706 $ 6,991,910 $ 14,070,616 $ 7,120,915 $ 7,187,840 $14,308,755
net of related debt
Restricted 5 0 $ 378,556 $ 378,556 $0 $ 199,038 $ 199,038
Unrestricted $ 2,701,782 $§ 37372 $ 2739.154 3 2910110 $ 101,893 $ 3,012,003
TOTAL NET ASSETS $ 9,780,488  $ 7407838  S17,188326 | 10,031,025 $7488,771  $17,519,796

GOYERNMENTAL ACTIVITIES

General Fund revenues decreased by 2.8%, or $80,876, when compared to the prior year. Ad valorem tax revenue decreased $14,946 (.98%)
compared to the prior year. Sales tax revenue increased by $25,766 (4.2%} due mainly to the City's increase in oil and gas business activity.
Fines & forfeitures were up $20,985 (20.3%) from the previous year due to the new City presiding judge having made great effort to collect
money for fines in a timely manmer versus the deferral program which is not used as much as it was in the past. Investment income was down
$81,894 (46.6%) due to falling interest rates as a result of the economic downturn which started in late 2007,

Table 2
General Revenues

2008 2007 Incr, / (Decr.)
Taxes $ 2,155,100 $ 2,148,280 $ 10,820
Franchise Fees $ 283,733 $ 290,487 $ (6,754)
Investment Income $ 93,691 $ 175,585 $(81,894)
Other $ 270,535 $ 273,583 $ (3.048)
TOTAL %2, 807,059 § 2,887,935 $ (80,876)




(Continued)
September 30, 2008

CITY OF WHITE OAK, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS

Government and Business-type activities decreased the City’s net assets by $331,470 from FY 2007. The key elements in this decrease are as

follows:

Revenues:

Program Revenues:
Charges for service and granis

General Revenues:

Taxes

Franchise Fees

Other

TOTAL REVENUES

Expenses:

General Government

Public Safety
Public works

Devetopment services
Culture and recreation

Debt Service

Water Utilities
TOTAL EXPENSES
Transfers In (Out)
Change in Net Assets
Net Assets, beginning
Net Assets, ending

Table 3

Changes in Net Assets

Governmental Business-type Governmental  Business-type
Activities Activities Activities Activities
2008 2008 Total 2008 2007 2007 Total 2007

$ 216,439 51,983,011 $2,199450{ §$ 233,351 $ 1,825,081 § 2,058,432
$ 2,152,026 $ 0 $2,152,026 | § 2,136,945 3 0 $ 2136945
$ 283,733 $ 0 $ 283,733 $§ 290,487 3 0 § 290487
$ 141.136 $ 42169 3 183305) 8§ 200,382 $ 447535 § 647917
$ 2,793,334 $2,025,180 $4,818,514 | § 2,861,165 $ 2,272,616 § 5,133,781
$ 680,586 3 0 $ 680,586 $ 569,731 $ 0 3 569,731
$ 1,480,524 3 0 $ 1,480,524 $ 1,258,991 $ 0 $ 1,258,991
$ 649,275 $ 0 $ 649,275 $ 369,846 $ 0 3 369,846
$ 32,801 3 0 $ 32,801 $ 29,496 $ 0 3 29,496
$ 200,685 3 0 $ 200,685 $ 144336 $ 0 3 144,336
3 0 3 0 3 0] $ 535 3 0 $ 535
3 0 $ 2,106,113 $ 24061131 § 0 $ 1999293 § 1.999.293
$ 3,043,871 $ 2,106,113 $ 5149984 | $ 2,372,935 $ 1,999,293 § 4,372,228
$ 0 $ 0 $ 0] $ 95000 $ (95,0000 $ 0
$  (250,537) $ (80,933 $ (331,470) $ 583,230 $ 178323 $ 761,553
$ 10,031,025 $ 7.488,771 $17.519.796 $§ 9,447,795 $ 7310448 $ 16,758,243
$ 9,780,488 $ 7,407,838 $17,188,326 $ 10,031,025 5 7,488,771 § 17,519,796




CITY OF WHITE OAK, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued}

September 30, 2008

GOVERNMENTAL ACTIVITIES

The most significant governmental expense for the City was in providing for public safety, which incurred expenditures of $1,480,524, These
expenses were offset by revenues collected from a variety of sources, with the fargest being fines and forfeifures, which totaled $124,371 for
the period ending September 30, 2008. Public safety includes the City Police and Fire departments. In 2008, the City spent $95,039 on City
Park Improvements with $45,039 from the fund balance and $50,000 from a TP&W Grant. Annual payrell and benefits for both funds came in
at $2,168,785 for the year. Three long time employees retired which resulied in lump sum payments for accomulated vacation. General Fund
revenue came in higher than budgeted due to sales tax and court revenue coming in higher than anticipated and unexpected grant income,
Municipal Court revenue experienced an increase of 20.3%. The City also received unexpected grants from Texas Parks & Wildlife and
ETCOG totaling nearly $61,700.

BUSINESS TYPE ACTIVITIES

Revenues of the City’s business-type activities were $1,983,011 in 2008 and total operating expenses came in at $1,945,607 resulting in a net
gain of $37,404 in operating income. However, a net non-operating revenue/expense, primarily represented by debt service interest, resulted in
a $80,933 decrease in net assets. The most significant expenses for the Water fund came from employee costs, depreciation expense, chemical
expense for water and sewer maintenance, maintenance of water and sewer lines, and capital projects. The transfer between the General Fund
and Water Fuad was eliminated in 2008, This subject may need to be reconsidered due to the balance the Water Fund owes the General Fund
at the end of September 2008. One long time employee retired this fiscal year resuliing in a lump sum payment for accumulated vacation.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets
As of September 30, 2608 the City had $16,347,600 (net of accumulated depreciation) invested in a broad range of capital assets, The capital

assets are comprised of police and fire equipment, building, park facilities, road, bridges, water and sewer lines, drainage improvements, and
water treatmient plant. This amount represents a nef decrease (including additions and deletions) of $291,155 over the prior year. A Fixed Asset
Module was added to the accounting software system and updates made that included disposition of assets that are no longer owned by the

City.

Table 4
CAPITAL ASSETS
Governmental Business-type Governmental Business-type
Activities Activities Activities Activities
2008 2008 TOTAL 2008 2007 2007 TOTAL 2007
Land $ 201,297 $ 96,824 $ 298,121 $ 201,297 $ 55,325 $ 256,622
Construction in Progress $ 0 $ 248,107 $ 248,107 $ 7,000 $ 0 3 7,000
Building and Improvements $ 729,722 $ 106,802 $ 836,524 $ 747,968 3 112,600 8 860,568
Infrastructure $ 5,277,804 $ 0 $ 5,277,804 $ 5,258,397 $ 0 $ 5,258,397
Assets under Capital Lease $ 0 3 0 8 0 3 0 $ 0 $ 0
Furniture/Equip/Machinery $ 869,883 $ 117,825 $ 987,708 $ 906,253 $ 159,836 $ 1,066,089
Water & Sewer System $ 0 $ 8,699,336 $ 8,699,336 $ 0 $ 9,190,079 $ 9,190,079
TOTAL $ 7,078,706 $ 9,268,894 3 16,347,600 $ 7,120,915 $ 9,517,840 $ 16,638,755




THE CITY OF WHITE OAK,

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)
September 30, 2008

Debt Administration

At the end of the current fiscal year, the City had $4,965,000 in certificates of obligation and revenue bonds outstanding. This represents an
increase of $2,635,000 compared to the prior year. The increase is due to the $2,900,000 new Certificate of Obligation obtained for water and
sewer projects. The following table shows the debt outstanding at September 30, 2008.

Table 5
Outstanding Debt
Governmental Business-type Governmental Business-type
Activities Activities Activities Activities
2008 2008 Total-2008 2007 2007 Total-2007
Cert of Obligation 3 0 $ 3,920,000 $ 3,920,000 |3 0 $ 1,160,000 $ 1,160,000
Revenue Bonds by 0 $ 1,045,000 $ 1045000 | 8§ 0 $ 1,170.000 % 1,870,000
TOTALS $ 0 $ 4,965,000 $ 4,965,000 3 0 $2,330,000 $2,330,000

FINANCIAL ANALYSIS OF THE GOVERNMENT"S FUNDS

Governmental funds

At the end of the current fiscal year, the City’s governmental fund reported a fund balance of $2,702,798. The General Fund’s ending balance
decreased $206,376 over the prior year of $2,909,174. The primary reason for the decrease is the cash outlay for an emergency culvert repair
on Steamboat Road, Penick Park improvements and the remodeling project for the Jim Nall Training Center,

Proprietary funds

At the end of September 30, 2008, the City’s Proprietary (Water and Waste Water) Fund had a fund balance of $7,407,838. This is a decrease
of $80,933 compared to the prior year. The majority of the decrease can be attributed mainly to the SCADA system update and water line

improvements.
ECONOMIC FACTORS AND NEXT YEAR'’S BUDGET AND RATES

The City’s elected and appointed officials considered many factors when setting the fiscal year 2009 budget, tax rate and fees that will be
charged for business-type activities. The City of White Oak continues fo be the fastest growing city in Gregg County, Real property values for
fiscal year 2009 increased 10% over the previous year, Mineral and gas values also increased 5% from the prior year, As a resulf, the city was
able to maintain the tax rate of $0.48 from the previous year without compromising the level of services provided to its citizens. In fiscal year
2009, the budget includes an increase of water and sewer fees to service the debt issued in 2008 for major improvements to our water and sewer
plant infrastructure. Customers using less than 10,000 gallons of water per month will see an annual increase of approximately $25 per year or
approximately 8%. The budgeted increase for sewer rates is 7% or approximately $ 16 per customer per year. These improvements will
upgrade equipment and provide additional capacity to serve the citizens of White Oak for many years to come. Our water and sewer rates
continue to be competitive with surrounding cities.

The General Fund’s largest single revenue source is ad valorem property taxes. The property tax rate for fiscal year 2008 was $0.4800 per $100
valuation. The General Fund’s portion of property tax revenue for the fiscal year 2008 came in at $1,514,397.




CITY OF WHITE QAK, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
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September 30, 2008

The largest revenue source for the Water Fund is the sale of water. In 2008, water revenue came in at $1,117,973. The next largest revenue
source for this fund is sewer revenue. In 2008, it came in at $537,855. This is an increase of around 32,828 from last year’s number of
$540,683. Due to the above normal amount of rainfall during the summer months, we did not meet our budget for sale of water of $1,308,000.

REQUEST FOR INFORMATION

The financial report is designed to provide our citizens, customers, investors and creditors with a general overview of the City’s finances. If
you have questions about this report or need any additional information, contact the City of White Oak at 906 5. White Oak Rd., White Oak,
Texas 75693, or call (903) 759-3936 Ext. 17,
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CITY OF WHITE OAK, TEXAS
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008

Primary Government

Component Unit

Governmental Business-type
Activitiss Aclivities Total WOCEDCO
ASSETS
Cash $ 263,492 3 97,837 $ 361,329 $ 116,346
Temporary investments 2,215,733 - 2,215,733 246,343
Receivables (net of allowance for uncollectibles):

Taxes 151,007 - 151,007 59,896

Accounts - 265,069 265,069 -

Other 58,772 - 58,772 1,247
Internal balances 215,675 {215,675) - -
Prepaid expenses 6,105 - 6,105 -
Restricted assets;

Temporary investments - 3,154,442 3,154,442 -
Notes receivable - - - 424,910
Debt issuance costs - 26,419 26,419 -
Capital assets (net of accumulated depreciation):

Land 201,297 96,824 298,121 -

Buildings and improvements 729,722 106,802 836,524 -

Water and sewer system - 8,699,336 8,699,336 -

Machinery and equipment 869,883 117,825 987,708 3,705

Infrastructure 5,277,804 - 5,277,804 -

Consfruction in progress - 248,107 248,107 -

Total assels 9,989,490 12,596,986 22 586,476 852,447
LIABILITIES
Accounts payable 148,320 126,258 274,578 28,185
Accrued wages payable 28,451 2,882 31,333 -
Payable from restricted assets

Accrued interest - 17,046 17,046 -

Meter deposits - 73,095 73,095 -
Accrual for compensated absences 32,231 4,867 37,098 -
Noncurrent liabilities:

Due within one year - 300,000 300,000 -

Due in more than one year - 4,665,000 4,665,000 -

Total liabilities 209,002 5,189,148 5,398,150 28,185
NET ASSETS

Invested in capital assets, net of related debt 7,078,706 6,991,910 14,070,616 3,705

Restricted for debt service - 378,556 378,556 -

Unrestricted 2,701,782 37,372 2,739,154 820,557

Total net assets $ 9780488 $ 7407838 $ 17,188326 & 824,262

{The accompanying notes are an integral part of these financial statements.}
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Functions/Programs
Primary government:
Governmental activities:

General government
Public safety
Public works
Developmental services
Recreation

Total governmental activities

Business-type activities:
Waler ulifilies

Total primary government

Component unit:
WOEDCO

CITY OF WHITE OAK, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Program Revenues

Net (Expense) Revenue and
Changes in Net Assels

Operating Primary Government Component Unit
Charges for Grants and  Governmental Business-type

Expenses Services Contiibutions Activities Aclivities Telal WOEDCO
$ 680,586 $ 27,308 $ - % (653278 8 - (653,278) § -
1,480,524 124,371 14,760 {1,341,303} - {1,341,393) -
649,275 - - (649,275) - {649,275) -
32,804 - - (32,801) - (32,801 -
200,685 - 50,000 {150.,685) - {150,685} -
3,043,871 151,679 64,760 {2,827,432) - {2,827,432) -
2,108,113 1,983,011 - - {123,102} (123,102 -
$ 6149984 3 2134680 § 84,760 § (2,827.432) $ {123,102) $ (2,850,534) $ -
$ 214,885 - - - - - {214,865)

General revenues

Property taxes 1,607,323 - 1,607,323 -
Sales faxes 644,703 - 644,703 322,352
Franchise taxes 283,733 - 283,733 -
Unresfrcted investment earnings 93,8691 42,316 136,007 11,215
Miscellaneous 49,415 - 49,415 -
Gainfless on sale of assefs (1,970) {147) {2,117) -
Transfers B - - .
Tetat general revenues and transfers 2,676,895 42,169 2,619,084 333,567
Change in net assets (250,537) (80,933} {331,470) 118,702
Net assets - beginning 16,031,025 7,488,771 17,519,796 705,560
Net assets - ending § 9780488 $ 7407838 § 17,188,326 % 824,262

{The accompanying notes are an integral part of these financial statements.)
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CITY OF WHITE OAK, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2008

General
Fund
ASSETS AND OTHER DEBITS:
Cash $ 263492
Temporary investments 2,215,733
Due from other funds 215,675
Receivables:
Taxes 151,007
Miscellaneous 58,772
Prepaid expenditures 6,105
TOTAL ASSETS $ 2,910,784
LIABILITIES AND FUND BALANCE:
LIABILITIES:
Accounts payable $ 148,320
Unearned revenue 31,215
Accrued wages 28,451
TOTAL LIABILITIES 207,986
FUND BALANCE
Fund balance - unreserved 2,679,600
Fund balance - reserved 23,198
TOTAL FUND BALANCE 2,702,798
TOTAL LIABILITIES AND FUND BALANCE $ 2,910,784

(The accompanying notes are an integral part of these financial statements.)
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CiTY OF WHITE OAK, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008

Total fund balances - governmental funds balance sheet $ 2,702,798

Amounis reported for governmental activities in the statement of net
assets are different because:

Capital assets used in governmental activities are not reported in the funds 7,078,706

Property taxes receivable unavailable to pay for current period expenditures are

deferred in the funds. 31,215

Payables for compensated absences which are not due in the current period

are not reported in the funds. (32,231)
Net assets of governmental activities - statement of net assets $ 9,780,488

{The accompanying notes are an integral part of these financial statements.)
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CITY OF WHITE OAK, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

General Fund

REVENUES:
Property taxes $ 1,514,397
Franchise taxes 283,733
Sales taxes 644,703
Licenses, permits and fees 27,308
Fines, forfeitures and penalties 124,371
Investment income 93,691
Grant revenues 64,760
Miscellaneous 54,096
TOTAL REVENUES 2,807,059

EXPENDITURES:
General government 660,497
Public safety 1,464,400
Public works 603,306
Developmental services 32,981
Recreation 252,251
TOTAL EXPENDITURES 3,013,435

EXCESS (DEFICIENCY) OF REVENUES OVER(UNDER) EXPENDITURES (208,376)

OTHER FINANCING SOURCES (USES):
Transfers -

TOTAL OTHER FINANCING SOURCES (USES) -

NET CHANGE IN FUND BALANCE (206,376)
FUND BALANCE, OCTOBER 1, 2007 2,909,174
FUND BALANCE, SEPTEMBER 30, 2008 3 2,702,798

{The accompanying notes are an integral part of these financial statements.)
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CITY OF WHITE OAK, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Net change in fund balances - total governmental funds $(206,376)

Amountis reported for governmental activities in the statement of
activities ("SOA") are different because:

Capital outlays are not reported as expenses in the SOA. 279,554

The depreciation of capital assets used in governmental activities is

not reported in the funds. (315,113)

Ceriain properly tax revenues are deferred in the funds. This is the

change in these amounts this year. (7,074)

All proceeds from the sale of capital assets are reported in the

funds but not the SOA. {4,680)

The gain or loss on the sale of capital assets is not reported in the

funds. {1,970)

(Increase} decrease in accrual for compensated absences. 5,123

Rounding. (1)
Change in net assets of governmentai activities - statement of activities $(250,537)

{The accompanying notes are an integral part of these financial statements.)
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CITY OF WHITE OAK, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUND
SEPTEMBER 30, 2008

ASSETS:
Current assets:
Cash
Accounts receivable
Restricted assefs:
Temporary investments
Noncurrent assets:
Debt issuance costs
Land
Capital assets, net

TOTAL ASSETS

LIABILITIES;
Current liabilities:
Accounts payabie
Accrued wages
Accrual for compensated absences
Due to other funds
Payable from restricted assets:
Accrued interest payable
Customer deposits
Noncurrent liabilities:
Due within one year
Due in more than one year

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for debt repayment
Unrestricted

TOTAL NET ASSETS

Water
Utilities

97,837
265,069

3,154,442
26,419

96,824
8,172,070

12,812,661

126,258
2,882
4,867

216,675

17,046
73,095

300,000
4,665,000

5,404,823

6,991,810
378,556
37,372

7,407,838

(The accompanying noles are an integral part of these financial statements.)
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CITY OF WHITE OAK, TEXAS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Water
Utilities
OPERATING REVENUES:
Water revenue 1,117,973
Sewer revenue 537,855
Sanitation revenue 255,041
Penaities 25,649
Installment fees 37,756
Misceillaneous revenue 8,737
TOTAL OPERATING REVENUES 1,983,011
OPERATING EXPENSES:
Administration 83,900
Water supply 84,596
Water distribution 178,636
Water purification 425,331
Sanitary sewer maintenance 168,963
Sanitary sewer treatment 219,588
Sanitation services 223,400
Depreciation 511,337
Miscellaneous 59,948
TOTAL OPERATING EXPENSES 1,945,607
OPERATING INCOME 37,404
NONOPERATING REVENUES (EXPENSES)
Investment proceeds 42,316
Loss on disposition of assets {147)
Debt service - interest (154,070)
Debt service - fees (6,436)
TOTAL NONOPERATING REVENUES (EXPENSES) (118,337)
TRANSFERS -
CHANGE IN NET ASSETS (80,933)
TOTAL NET ASSETS - BEGINNING 7,488,771
TOTAL NET ASSETS ~ ENDING 7.407,838

(The accompanying notes are an integral part of these financial statements.)
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CITY OF WHITE OAK, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Water
Utilities
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash receipts from customers for water sales and sewer service $ 1,975,904

Cash paymenis to employees {419,225)

Cash payments for goods and services {936,841)
NET CASH PROVIDED BY OPERATING ACTIVITIES 519,838
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Cash borrowed from other funds -

Loans repaid to other funds (387,322)
NET CASH USED BY NONCAPITAL FINANCING ACTIVITIES (387,322)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Debt proceeds 2,900,000

Purchase of capiltal assets {262,538)

Principal paid on debt {265,000)

Interest paid on debt (145,497}

Debt issuance costs (27,488)

Fees paid on debt (5,367)
NET CASH PROVIDED BY FINANCING ACTIVITIES 2,184,110
CASH FLCWS FROM INVESTING ACTIVITIES:

Investment proceeds 42,317
NET CASH PROVIDED BY INVESTING ACTIVITIES 42,317
NET INCREASE {DECREASE) iN CASH AND CASH EQUIVALENTS 2,468,943
CASH AND CASH EQUIVALENTS - OCTOBER 1, 2007 783,336
CASH AND CASH EQUIVALENTS - SEPTEMBER 30, 2008 $ 3,252,279
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY

OPERATING ACTIVITIES:

Operating income $ 37,404

Adjustments to reconcile operating income to net cash provided by

operating activities:

Depreciation expense 511,337
{increase)} decrease in accounts receivable (8,816)
Increase (decrease) in customer deposits 2,710
Increase (decrease) in accounts payable 89,563
Increase (decrease) in accrued wages (10,911}
Increase (decrease) in accrual for compensated absences {(449)
Total adjustments 582,434

Net cash provided by operating activities $ 619,838

{The accompanying notes are an integral part of these financial statements.)
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 36, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted by the City of White Oak, Texas, conform fo generally accepled accounting principles as applied fo governmental
entities,

A.

FINANCIAL REPORTING ENTITY

For financial reporling purposes, the Cily of White Oak includes all funds that are controlled by or dependent on the Cily's executive and
legislative branches (the Mayor or the Council, respectively). Centrol by or dependence on the Cily Is determined on the basis of budget
adoption, taxing authority, outstanding deb! secured by revenues or generatl obligations of the City, obligation of the City to finance any deficits
that may occur, or receipt of significant subsidies from the Cily.

COMPONENT UNIT

In conformity wilh generally accepted accounting principles, the financial statements of component units have been included In the financial
reporting entily either as blended component units or as discretely presented component units.

DISCRETELY PRESENTED COMPONENT UNIT

White Oak Economic Development Corporation (WOEDCO). WOEDCO is a Texas nonprofil corporation organized for the purpose of
benefilting and accomplishing public purposes of the City of White Oak, Texas, by promoting, assisting, and enhancing economic development
aclivities for the Cily, The board members are appointed by the City of White Qak City Council. WOEDCO Is funded by a one-quarter percent
sales lax levied on taxable sales wilhin the City of White Oak. This tax was enacled by popular vote in 1995 and may be repealed by popular
vote. WOEDCO is reported in a separate column lo emphasize that it is legally separate from the Cily. Separate financial stalements for
WOEDCO may be obtained by contacting their office in the White Oak municipal building.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financlal statements {i.e., the statement of net assets and the statement of aclivities) report Information on alt of the
nonfiduciary activities of the primary government and its component unils. For the most part, the effect of interfund aclivily has been removed
from these stalements. Governmental activities, which normally are supported by taxes and Intergovermmental revenues, are reported
separalely from business-type activitles, which rely to a significant extent on fees and charges for support. Likewise, the primary govemment is
reported separately from the fegally separate component unit for which the primary government is financially accountable,

The statement of activities demonsirales the degree to which the direct expenses of a given function are offset by program revenues. Direct
expenses are those that are clearly identifiable with a specific function. Program revenues include 1) charges to customers or applicants who
purchase, use, or direclly benefit from goods, services, or privileges provided by a given funclion and 2) grants and coniributions that are
restricled to meeting the operational or capital requirements of a padicular function. Taxes and other items not prepedy Included among
program revenuss are reported instead as general revenues.

Separate financlal statements are provided for governmental funds and proprietary funds. Major individuat governmental funds and major
individual enterprise funds are reported as separate columns in the fund financiaf stalements.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT PRESENTATION

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis of accounting,
as are the proprietary fund financial statements. Revenues are recorded when eamed and expenses are recorded when a tiabllity is incurred,
regardless of the liming of related cash flows. Properly taxes are recognized as revenues in the year for which they are levied. Grants and
simifar items are recognized as revenue as soon as all eligibility requirements Imposed by the provider have been met.

Governmental fund financial statements are reported using the current financlal resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as scon as they are both measurable and avallable. Revenues are considered to be avaitable when they
are collectible within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the government
considers revenues to be available if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a lability is incurred, as under accrual accounling. However, debt service expenditures, as well as expenditures related to
compensated absences, are recorded only when payment is due.
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCCUNTING POLICIES (CONTINUED)

The City reports the folfowing major govermmentat fund:

The general furd is the City’s primary operating fund. it accounts for all financlal resources of the generat government, except those required to
be accounted for in another fund.

The City reporis the following major proprietary fund:

The water uilities fund operates the water distbution system, the sewage treatment plant, sewage pumping stations, and collection systems.

Private-sector standards of accounting and financial reporting Issued prior to December 1, 1989, generally are followed in both the government-
wide and proprietary fund financial statements {o the extent those standards do noi conflict wilhy or conlradict guidance of the Governmental
Accounting Stendards Board. Governments alse have the oplion of following subsequent private-sector guidance for {helr business-type
acllvilles, subject fo this same limitation. The City has elecled to follow subsequent private-secior guidance.

Proprigtary funds distinguish operaling revenues and expenses from nonoperating items. Operating revenues and expenses generally result
from providing services and producing and delivering goeds in connection with a proprietary fund's principal ongoing operations. The principal
operating revenues of the Water Utilities Fund are charges to customers for safes and services. Al revenues nol meeting ihis definition are

reporied as nanoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Cily's policy {o use restricted resources first, then unrestricted
resources as they are needed.

D. BUDGETS AND BUDGETARY ACCOUNTING
The budget for the general fund is adopled on a basis consistent wilh the medified acerual basis of accounting. The propristary fund budget is
adopled on a basls consisient with the accrual basis of accounting except for depreciation, which is not budgeted and capitat outlay, which is

budgeted. The budget comparison for the proprietary fund has been adjusted to reflect these differences. Unexpended budget appropriations
lapse at year end and do not camy forward to future periods.

Budget controls are imposed at the fund level and require Council approval for amendiment.
E. INTERFUND RECEIVABLES AND PAYABLES
Any short-term advances between funds thal may exist are accounted for In the appropriate Interfund receivable and payable accounts.

F.  ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principtes requires management fo make estimates and
assumplions. This will affect the reported amounts of assefs and Habilitles, disclosure of contingent assels and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporing period. Aclual resulis could differ from those
estimates.

G. CASH EQUIVALENTS

For purposes of the statement of cash flows, highly fiquid investments are considered {o be cash equivalents if they have an initial maturity of
threg months or less.

H.  RISK MANAGEMENT

The cily is exposed to various risks of loss related to torls, thefts, damage or desfruction of assets, errors and omissions, injuries to employees,
and natural disasters. During fiscal year 2008, the City purchased Insurance fo cover general liabllities. There were no significant reductions in
coverage in the past fiscal year and there were no settiements exceeding lability Insurance coverage for each of the past three fiscal years.
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CITY OF WHITE QAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

L CAPITAL ASSETS
Purchased or constructed capital assets are reported al cost or estimalted historical cost. Donated fixed assets are recorded at their estimated

fair vatue at the dale of the donation. The cost of nomal malntenance and repairs that do not add to the value of the asset or materially extend
assels' lives are not capitalized. A capitalization threshold of $5,000 is used.

Capital assets are being depreciated using the straight-line methed over the following estimated useful lives:

Asset Clags Years
Buildings 10-50
Building improvements 15-30
Land improvements 10-60
Streets & roads 10-60
Waler & sewer lines 10-75
Infrastructure 10-50
Machinery & equipment 3-25
Vehicles 3-5

Office equipment 3-5

Computer equipment 3-5

intangibles 2-40

NOTE 2 - COMPLIANCE AND ACCOUNTABILITY

Einance-Related Legal and Contractual Provisions
In accordance wilh GASB Statement No. 38, "Certaln Flnanclal Statement Note Disclosures,” violations of finance-refated legal and coniractual
provisions, if any, are reported below, along with actions taken to address such violations:

Violaticn Aciion Taken
MNoneg Not applicable

Deficit Fund Balances or Fund Net Assets of Individual Funds
Following are funds having deficit fund balances or fund net assets at year end, if any, along with remarks which address such deficits:

Fund Name Deficit Amount Remarks
None Not applicable Not applicable

NOTE 3 - PROPERTY TAXES

The City's property tax is levied each October 1 on the assessed value listed as of the previous January 1 for all real and personal properly located in
the Cily. The assessment ratio of the City is 100 percent of market value. The assessed value for the roll as of January 1, 2007 upon which the 2008
fiscal-year levy was based, was $319,727,908 and the tax levy was set at $.48 per $100 of assessed valuation.

Taxes were due in January following the October 1 statement date. Tax collections during the fiscal year ended September 30, 2008, for the fiscal
2008 tax levy were 97.7 percent of the tofal tax levy for that year.

Delinqueni taxes as of September 30, 2008, were $54,151.
The allowance for uncoilectible tax receivables is based upon historical experience in collecting property taxes. Uncollectible personal property taxes

are periodically reviewed and written off, but the City is prohibited from writing off real properly taxes without specific stalutory authority from the Texas
Legislature. The allowance for uncolleclible taxes at September 30, 2008 Is $22,935.
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 4 - CAPITAL ASSETS

Capital asset activily for the pericd ended September 30, 2008 was as follows:

Beginning Ending
Balances Increases Decreases Balances
Governmental aclivities:
Caplial assels nof being depreciated:
{and 5 201,297 3 - $ - $ 201,297
Construction in Progress 7,000 115,081 122,081 -
Total capital assets not being depreciated 208,297 115,081 122,081 201,297
Capital assels being depreciated:
Buildings & improvemenis 980,547 - - 960,547
Infrastructure 6,825,949 175,014 - 7,000,963
Furnilure and equipment 1,683,794 111,540 34,679 1,760,655
Total capital assets being depreciated 8,470,250 286,554 34,679 9,722 165
Less accumulated depreciation for:
Buildings & improvements (212,579) {18,246) - (230,825)
Infrastructure (1,567,552) {155,607} - (1,723,159}
Furnilure and equipment {777,541) {141,260} {28,029) (890,772}
Total accumulated depreciation {2,557,672) (315,113) {28,029} (2,844,756}
Toltal capital assels being depreciated, net 6,912,618 {28,559) 6,650 6,877,408
Govermnmental activities caplital assefs, net $ 7,120,915 $ 86,522 $ 128,731 § 7,078,706
Business-type aclivilies:
Capital assets not being depreciated:
Ltand $ 65,325 $ 41,499 $ - $ 96,824
Construction in progress - 248,107 248,107
Total capital assets, not baing depreciated 55,325 289,606 - 344 931
Capital assels being depreciated:
Waler and sewer sysfem 15,233,078 14,431 208,159 15,039,350
Buildings 255,590 - - 255,580
Machinery and eguipment 377,108 33,455 38,801 371,762
Total capital assets being depreciated 15,866,776 47,886 246,960 15,666,702
Less accumulated depreciation for:
Walter and sewer system {6,042,999) (468,874) (171,859} (6,340,014}
Buildings {142,990) {5,798} - {148,788}
Machinery and equipment {217,272) {36,665) - {263,937}
Total accumulated depreciation (6,403,261} {511,337} {171,859) {6,742,738)
Tolal capital assets being depreciated, net 9,462,515 {463,451) 75,101 8,923 963
Business-type activities capital assets, net $ 9,517,840 $ {173,845) $ 75,101 $ 9,268,894
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 4 - CAPITAL ASSETS (CONTINUED)
Depreciation expense was charged io depaitments of the primary govermment as follows:

Governmental aclivities:

General government s 32,165
Public safety 97,763
Public works 99,449
Ragreation 85,736
Total depreciation expense - governmental activities 315,113

Business-lype activities:
Water utilities 511,337
Total depreciation expense - business-lype activities 511,337

NOTE & - LONG-TERM DEBT

Long-term debt ransactions for the year ended Seplember 30, 2008, are summarized as follows:

Beginning Ending Due Within
Balance Additfons Retiremenis Balance One Year

Governmenial Activities:
Accrual for Compensated Absences  § 37,354 $ - $ 5,123 $ 32,231 $ -
Total Governmental Aclivities $ 37.354 $ - $ 5,123 $ 32,231 3 -
Business-type Activities:
Cerificates of Obligation
Series 1999, interest at 5.05%,
maluring 3/01/2014 $ 1,160,000 $ - $ 140,000 $§ 1,020,000 $ 150,000
Series 2008, inlerest at 3.50-4.25%,
maturing 3/01/2023 - 2,900,000 - 2,900,000 20,000
Revenue Bonds
Series 2001, inferest at 3.20-3.95%,
malturing 3/01/2015 1,170,000 - 125,000 1,045,000 130,000
Tolal Business-Type Aclivities $ 2,330,000 $ 2,900,000 $ 265,000 $ 4,965,000 $ 300,000
Total Long-ferm Debt $ 2,367,354 $ 2,900,000 $ 270,123 S 4997231 $ 300,000

Aggregate maturities of fong-term debt subsequent to Sepiember 30, 2008 are as follows:

Business-type aclivities:

Year Ending
September 30 Principal interost Total
2009 $ 300,000 $ 198,144 $ 498,144
2010 315,000 184,083 499 983
2011 330,000 171,107 501,107
2042 345,000 156,437 501,437
2013 370,000 140,754 510,754
2014-2018 1,535,000 493,922 2,028,922
2019-2023 1,770,000 176,507 1,846,507

$ 4,965,000 § 1,521,854 $ 5,486,854
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CiTY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 6 - EMPLOYEE BENEFITS

A,

PLAN DESCRIPTION

The Cily provides pension benefits for all of its full-time employees through a nen-traditfonal, joint contributory, hybrid defined benefit plan In the
state-wide Texas Municipal Refirement System (TMRS), one of 827 administered by TMRS, an agent multiple-employer public employee
refirement system,

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and Ihe Cily-financed monetary credils, with inferest. At
the date the plan began, the City granted monetary credits for service rendered before lhe plan began of a theorelical amount al least equat to
two times what would have been contributed by the employee, with interest, prior 1o establishment of the plan. Monetary credits for service
since the plan began are a percent {100%, 150%, or 200%) of the employee's accumulated contributions, In addition, the City can grant, as
often as annually, another type of monetary credit referred to as an updated service credit which is a theoretical amount which, when added to
the employee’s accumulated confributions and the monetary credils for service since the plan began, would be the tolal monelary credits and
employee contributions accumulated with Interest if the current employee contribulion rate and cily malching percent had always been in
existence and if the employee's salary had always been the average of his salary in the last three years that are one year before the effective
date. At relirement, the benefit is calculated as if the sum of the employee’s accumulated contributions with Interest and the employer-financed
monetary credits with interest were used to purchase an annuity.

The plan provisions are adopted by the City Counclil, within the options available in the state statutes governing TMRS and within the acluarial
constraints also in the statutes. Plan provisions for the City are as follows:

Deposit Rate: 7%
Matching Rates {City to Employee): 241
A member is vested after: Syrs

Members can relire at ages 60 and above with 5 or more years of service or with 20 years of service regardless of age.

CONTRIBUTIONS

Under the state law governing TMRS, the acluary annually determines the Cily contribution rate. This rate consists of the normal cost
contribution rate and the prior service cost contribulion rate, both of which are calculated to be a level percent of payroll from year to year. The
normal cost contribution rate finances the currently accruing monetary credits due fo the City matching percent, which are the obligation of the
City as of an employee's retirement date, not at lhe time the employee's contributions are made. The normal cost conldibution rate Is the
acluarially determined percent of payroll necessary fo salisfy the obligalion of the Cily 1o each employee at the lime his/her retirement becomes
effective. The prior service conlribution rale amortizes the unfunded (overfunded) aciuarial liabllity {asset) over the remainder of the plan's 25-
year amorlization period. The unit credit acluarial cost method is used for delermining the City contributlon rate. Boih the employees and the
City make coniributions monthly. Since the City needs to know its contribution rate in advance for budgetary purposes, there is a one-year defay
between the actuarial valuation that serves as the basis for tha rate and the calendar year when the rate goes into effect {i.e. the December 31,
2007 valuation is effective for rates beginning January, 2009).

Schedule of Actuarial Liabilities and Funding Progress

Actuarial Valuation Date 12131707
Actuarial Value of Assets $ 3,466,301

Actuarial Accrued Liability 5,083,865
Percentage Funded 68.18%
Unfunded (Over-funded) Actuarial

Accrued Liability (UAAL) 1,617,564
Annual Covered Payroll 1,444,234
UAAL as a Percentage of Covered Payroll 112.00%
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 6 - EMPLOYEE BENEFITS {CONTINUED)

Net Pension Cbligation (NPO) at the
Beginning of Period -

ANNUAL PENSION COST:
Annual required contribufion (ARC) 207,003
Interest on NPO -
Adjusiment fo the ARC - 207,003
Contributions made 207,003

Increase in NPO -

NPO at the end of the peried $ -

The City"s annual pension cost, the percentage of annual pension cost contributed to the plan, and the nel pension obligation for FY2008 and the two
preceding years were as follows:

Annual Percentage Net Pension
Fiscal Year Ended Pension Cost Contributed Obligation
09/30/08 169,933 100% -
09/30/07 166,287 100% -
09/30/08 207,003 100% -

The City of White Oak is one of 827 municipaiilies having the benefit plan administered by TMRS. Each of the 827 municipalittes have an annual,
individual actuarial valuation performed. All assumptions for the 12/31/07 valuations are contained in the 2007 TMRS Comprebensive Annual
Financlal Report, a copy of which may be obtained by writing to P.O. Box 149163, Austin, Texas 78714-8153.

NOTE 7 - INTERFUND BALANCES AND ACTIVITIES

Balances due to and from olher funds at September 30, 2008, conslsted of the following:

Due To Fund Due From Fund Amount Reason
General Fund Water Utilities Fund $ 215,675 Shori-term loan

NOTE 8 - RESERVED FUND BALANCGCE
As of September 30, 2008, fund balances reserved for specific purposes were as follows:

General Fund

Municipal Court Security Fees : $ 7,735
Municipal Court Technology Fees 15,463
S miss

NOTE 9 - ACGRUAL FOR COMPENSATED ABSENCES

Regular full-ime employees are eligible to accrue vacation leave of 80 hours per year during their first five years of employment and 120 hours per
year thereafter. Although employees are expected to use vacation leave fime in the year in which it is eamed, the carryover of unusued vacation time
may be approved by the Cily Coordinator. Unused vacation s compensated at the employee's current rate of pay upon termination.

The accompanying financial statements report accrued vacation benefits as of September 30, 2008.
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 10 - DEPOSITS AND INVESTMENTS

Cash Deposits
Deposits - At September 30, 2008, the carrying amounts of the City's bank balances were $361,329. The City's cash deposits at Seplember 30, 2008

were entirely covered by FDIC insurance or by pledged collateral held by the City's agent bank in the Cily's name,

Investments:

The City is required by Government Code Chapter 2256, The Public Funds lnvesiment Act, to adopt, implement, and publicize an investment policy.
Thal policy mus! address the following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable Investments, (4) accaptable
risk lavels, (5) expecled rates of return, (6) maximum allowable staled maturity of portfofio Investments, (7) maximum average dollar-weighted maturity
allowed based on the stated malurily date for the portfolio, (8) investment sfaff quality and capabiliies and (9) bid solicitation preferences for
certificates of deposit.

The Public Funds Investment Act ("Act") requires an annual audit of investment practices. Audit procedures in this area conducled as a part of the

audit of the general purpose financial statements disclosed that in the areas of Investment practices, management reporis and establishrent of
apprepriate pelicles, the Cily did not adhere to the requirements of the Act. Quarterly reports did not include all required elements.

Statutes authorize the City to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas, (2) certificales of deposits,
(3) certain municipal securities, (4) securities lending program, (5) repurchase agreements, {6} bankers acceptances, (7) mutual funds, (8) Investment
pools, {9) guaranteed investment contracts, and {10} commercial paper.

The City's investments at September 30, 2008, are shown below.

Falr
Investment or Investment Type Maturity Value
Texpool NIA $ 555,647
Certificate of Deposit 09/30/08 100,000
MBIA Texas CLASS NIA 623,268
Fed #395 Gov't Obligation NFA 4,091,260
Tofal Investments $ 5370175

Analysis of Specific Deposit and Investment Risks

GASB Statement No. 40 requires a determination as fo whether the City was exposed to the following specific invesiment risks at year end and if so,
the reporling of certain related disclosures:

a. Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The ratings of securities by
nationally recognized rating agencies are designed lo give an indication of credil risk. At year end, the City was not significantly
axposed to credil risk.

At September 30, 2008, the Cify's investments, other than those which are obligations of or guaranteed by the U.S, Governmenlt, are
rated 1o credit quality as follows:

Investment Stapdard & Poor's Rating
Texpool AAAM
Investment Filch Raiing
MEBIA Texas CLASS AAAM

b, Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the deposits are uncollateralized,
coltateralized with securities held by the pledging financial institution, or collateralized with securities held by the pledging financial
institution’s trust department or agent but not in the City's name.

Investment securities are exposed to custodial credit risk if the securilies are uninsured, are not registered in the name of the
govermnment, and are held by either the counterparty or the counterparty's trust department er agent but not in the City's name.
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NOTE 10 - DEPOSITS AND INVESTMENTS (CONTINUED)
At year end, the Cily was not exposed to custodiat credit risk.

c. Conceniration of Credit Risk

This risk is the risk of loss atfributed to the magnitude of a government's investment in a single issuer. At year end, the City was not
exposed fo conceniration of credit risk.

d. interest Rate Risk

This is the risk that changes In interest rates will adversely affect the fair value of an investment. Af year end, the City was not
exposed to interest rate risk.

e, Foreign Currency Risk

This is the risk that exchange rales will adversely affect lhe fair value of an invesiment. At year end, the City was not exposed to
forelgn cumency risk.

Invesiment Accounting Policy

in accordance with GASB Statement No. 31, the Cily's generaf policy Is to report money market investments and short-term participaling inferest-
earning investment contracts at amortized cost and to report nonparticipating inferest-earning investment contracts using a cost-based measure.
However, if the fair value of an invesiment is significantly affected by the impairment of the credit standing of the issuer or by clher factors, it is
reporied at fair value. All other investments are reported at fair value unless a legal contract exists which guarantees a higher value. The term "short-
term" refers to Investments which have a remaining term of one year or less at time of purchase. The term "nonparticipaling” means that the
investmenl's value does not vary wilh market interest rate changes. Nonnegotiable certificates of deposit are examples of nonparlicipating interest-
earning investment contracts.

Public Funds Investment Pools

Public funds investment pools in Texas {"Pools™) are established under the authority of the Intedocal Cooperation Act, Chapler 79 of the Texas
Goverament Code, and are subjeci 1o the provisions of the Publfic Funds Investment Act ("the Act”}, Chapter 2256 of the Texas Government Code. In
addilion to other provisions of the Act designed to promote tiquidity and safely of principal, the Act requires Pools to: 1} have an advisory board
composed of parlicipants In the pools and other persens who do not have a business relationship with the pool and are qualified to advise the pool; 2)
maintain a continuous raling of no lower than AAA or AAA-m or an equivalent rating by at least one natlonally recognized rating service; and 3)
maintain the market value of its underlying investment pertfollo within one half of one percent of the value of its shares,

The City's Investments in Pools are reported at an amount determined by the fair value per share of the pocl's underlying porifolic, unless the poolis a
2a7-like, in which case they are reported at share value, A 2a7-like pool is one which Is not regislered with the Secuiilies and Exchange Commission
("SEC") as an investment company, but nevertheless has a policy that it vill, and does, operate In a manner ¢onsistent with the SEC’s Rule 2a7 of the
Investment Company Act of 1940,

NOTE 11 - COMMITMENTS AND CONTINGENCIES

Contingencies
The Cily participates in cerlain federat and state assisied grant programs. These pregrams are subject to program compliance audits by the grantors

or their representatives. Any liability for reimbursement which may arise as a resuit of these audits Is not believed to be materal.

Liabilities
Varicus claims and lawsuits are pending against the City. In the opinion of City management, after consultation with fegal counsel, the potential loss
on all ¢lalms and lawsuits will nof materially affect the Gity's financlal position.
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NOTE 11 - COMMITMENTS AND CONTINGENCIES (CONTINUED)

Caommitments
The Cily had the following outstanding conlractual commitments at September 30, 2008,

Centracior - wastewater treatment plant improvements $ 299,014
Coniractor - Owens Road lift siation improvements 85,876

S 384800

These amounts are expected 1o be paid from proceeds of certificates of obligation.
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CITY OF WHITE OAK, TEXAS

GENERAL FUND

BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED SEPTEMBER 30, 2008

REVENUES:
Property taxes
Franchise taxes
Sales taxes
Licenses, permits and fees
Fines, forfeitures and penalties
Investment income
Grant revenues
Miscelianeous

TOTAL REVENUES

EXPENDITURES:
General government
Public safety
Public works
Developmental services
Recreation

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES OVER
{UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers

TOTAL OTHER FINANCING SOURCES (USES})
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES OVER (UNDER) EXPENDITURES

AND OTHER USES
FUND BALANCE, OCTOBER 1, 2007

FUND BALANCE, SEPTEMBER 30, 2008

Variance with

Budgeted Amounts Final Budget

Positive

Original Final Actual (Negalive)
$ 1,528,836 $ 1,528,836 $ 1,514,397 $ {14,439)
303,191 303,191 283,733 (19,458)
677,000 677,000 644,703 (32,297)
16,621 16,621 27,308 10,687
100,350 100,350 124,371 24,021
95,000 95,000 93,691 (1,309}

- 14,196 64,760 50,564

18,876 18,878 54,096 35,220
2,739,874 2,754,070 2,807,059 52,989
757,069 785,288 660,497 124,791
1,351,415 1,422,688 1,464,400 (41,712}
407,208 661,345 603,306 58,039
32,211 32,211 32,981 (770)
184,141 197,205 252,251 {55,0486)
2,732,044 3,088,737 3,013,435 85,302
7,830 (344,667) {206,376) 138,291
7,830 {344,667) (206,376} 138,291
29808,174 2,908,174 2,909,174 -
$ 2,917,004 $ 2,564,507 $ 2,702,798 $ 138,201
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CITY OF WHITE OAK, TEXAS
STATEMENT OF REVENUES, EXPENSES AND CHANGES N NET ASSETS-
BUDGET (NON-GAAP BASIS) AND ACTUAL - PROPRIETARY FUND TYPE
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Variance with
Actual Adjustments Actual Final Budget
Budgeied Amounts GAAP Budget Budgel Positive
Qriginal Firtal Basis Basis Basis {Negative)
OPERATING REVENUES:
Waler revenue $ 1,308,000 § 1,308,000 § 1,1417973 & - % 117973 $ {190,027)
Sewer revenus 568,131 568,131 537,855 - 537,855 {30,276}
Sanitalion revenue 265,000 255,000 255,041 - 255,041 41
Penallies 28,003 26,003 25,649 - 25,649 (354}
Installment fees 22,125 22,725 37,756 - 37,756 15,031
Miscallaneous revenue 1,146 1,146 8,737 - 8,737 7.591
TOTAL OPERATING REVENUES 2,181,005 2,181,005 1,983,011 - 1,983,011 (197.994)
OPERATING EXPENSES:
Administration 68,470 79,421 83,800 - 83,800 {4,479)
Water supply 117,190 117,160 84,586 - 84,506 32,654
Water dislribuiion 180,942 191,342 178,538 B 178,536 12,806
Waler purification 439,840 439,840 425331 - 426,331 14,509
Sanitary sewer mainlenance 183,295 167,349 158,963 - 168,963 8,388
Sanilary sewer treatment 224,176 224,176 219,598 - 219,548 4,578
Sanitallon services 225,400 225,400 223,400 - 223,400 2,000
Depreciation - - 511,337 (511,337) - -
Miscellanecus 25,843 26,843 59,946 {54,812) 5,134 21,709
Capital oullay 241,085 589,709 - 317,350 317,360 272,359
TOTAL OPERATING EXPENSES 1,707,201 2,061,230 1,945,607 {248.7%9) 1,696,808 364,422
OPERATING INCOME (LOSS) 473,804 119,775 37,404 248,799 286,203 166.428
NONOPERATING REVENUES (EXPENSES)
Investmant proceeds 31,178 31,178 42,316 - 42,316 11,138
Loss on disposition of assets - - (147) - (147) (147)
Debi sesvice - interest (185,982} (185,982) {154,070} - (154,070) 31,912
Debt service - fees {4,000} (4,000} (6,436) - (6,436) {2,436}
Debt service - principal {265,000} (265,000) - (265,000) {265,000} -
TOTAL NONOPERATING REVENUES (EXPENSES) {423,804) {423,804) {118,337) (265,000) {383,337) 40,467
TRANSFERS - - - - - -
NET INCOME {(LOSS) £0,000 (304,029) (80,933} (16,201) (97,134) 206,895
NET ASSETS - BEGINNING 7,488,771 7,488,711 7,488,771 - 7,488,771 -
NET ASSETS - ENDING $ 7538771 § 71484742 § 7407838 $ (16,201) § 7,391,637 § 206.895
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KAREN A. JACKS & ASSOCIATES, P.C.

Certified Public Accountants

P.O. Box 3167

Karen A. Jacks, CPA Longvlew, Texas 75606 Phone; 903+238+8822
Peggy J. Lantz, CPA
Sherry Davis, CPA 1501 Colony Circle Fax: 503+238-9838

Longview, Texas 75604

INDEPENDENT AUDITORS' REPORT

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Coungil
Cily of White Oak, Texas

We have audited the financial statemenis of the governmental activilies, the business-type aclivily, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the Gity of White Oak,
Texas, as of and for the year ended September 30, 2008, which collectively comprise the Cily of White Oak, Texas' basic
financial statements and have issued our report thereon dated April 23, 2008. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable. lo financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

internal Control Over Financial Reporting

In planning and performing our audit, we considered the Cily of White Oak, Texas' inlernal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Cily of White Oak, Texas', intemal controf
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the City of White Oak, Texas'
internal control over financial reporting.

A control deficiency 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 misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the City of White Oak,
Texas' ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted
accounfing principles such that there is more than a remote likelihood that a misstatement of the City of White Oak,
Texas' financial statements that is more than inconsequential will not be prevented or detected by the Cily of While Oak,
Texas' internal control. We consider the deficiency described in the accompanying schedule of findings and questioned
costs as item 2008-1 to be a significant deficiency in internal conirol over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in. more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the City of
White Oak, Texas' internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies and,
accordingly, would not necessarily disclose all significant deficiencies that are also considered to be material
weaknesses, However, we believe that the significant deficiency described above is not a materiai weakness.
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Compliance and Other Matters

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

We also noted ceriain matters that we reported to management of City of While Oak, Texas, in a separate ielter dated
Aprit 23, 2009.

This report is intended for the information of City Council; management; 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.

%Wu«mé..gtu,ﬁow Amsocials, . c.

Karen A. Jacks & Associates, P.C.

Longview, Texas
April 23, 2009
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CITY OF WHITE OAK, TEXAS
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Findings Relaling to the Financial Statements which are Required to be Reported in Accordance with Generally
Accepted Government Audiling Standards

Questioned
Program Finding Cost
Finding #2007-1 Expenditures exceeded approprialions in the water
fund. This condition did not recur in the year under
audit.
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CITY OF WHITE OAK, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

A. Summary of Auditors' Results

Financial Statements
Type of auditors' report issued: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? 0 Yes _ X No

Significant deficiency{ies) identified that are not
considered to be material weaknesses? X Yes None Reported

Noncompliance material to financial statements noted? Yes X No

B. Einancial Sfatement Findings

Finding #2008-1

Condition:
City staff had not adjusted all financial statement accounts {o reflect accurate year-end balances prior to the start of the
audit. Material adjusting entries were required to correct these balances.

Cause:
The current City Secretary assumed her duties on September 2, 2008, which did not allow for sufficient time for her to
become well-frained on year-end closing procedures.

Effect;
This condition, if not corrected, could result in a material misstatement in the City's financial statements that would not
be prevented or detected on a timely basis.

Recommendation;
The City should establish year-end closing procedures which allow for a reconciliation and verification of all significant
account balances by City staff,

44




CITY OF WHITE OAK, TEXAS
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2008

TFhe person responsible for this corrective action plan is Sherry Roberts, City Secretary.

Finding 2008-1
The City of White Oak agrees with this audit finding and recommendations made by the auditors.

Before the audit of fiscal year 2009, there will be a checklist made to insure that every balance sheet
account is carefully reviewed for accurate balances. This checklist will be implemented in the year-
end closing procedures.
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KAREN A. JACKS & ASSOCIATES, P.C.

Certified Public Accountants

P.O. Box 3167
Karen A. Jacks, CPA Longview, Texas 75606 Phone; 903+238+8822
Peggy J. Lantz, CPA
Sherry Davis, CPA 1501 Colony Circle Fax: 903+238+9838

Longview, Texas 75604

April 23, 2009

Mayor and City Council
City of White Oak

906 S. White Oak Road
White Oak, TX 75693

In planning and performing our audit of the financial statements of the City of White
Oak, Texas for the year ended September 30, 2008, we considered the City’s internal
control to determine our auditing procedures for the purpose of expressing an opinion
on the financial statements and not to provide assurance on the internal control,

However, during our audit we became aware of several matters that are opportunities for
strengthening internal controls and operating efficiency. The following paragraphs
summarize our comments and suggestions regarding those matters. We previously
reported on the City's internal control based on an audit performed in accordance with
Government Auditing Standards in a report dated April 23, 2009. This letter does not
affect our report dated April 23, 2009, on the financial statements of the City of White
Oak, Texas.

PRIOR YEAR CONSIDERATIONS

Investment Accounts

During the prior audits, we observed that the City has numerous investment accounts
at different financial institutions, as well as in investment pools. We recommended that
each of these accounts be evaluated to determine if a separate account is necessary or
if some of them can be consolidated. Although two of the accounts were closed during
the year ended September 30, 2006, we recommended that staff continue to evaluate the
necessity of the remaining accounts and to consider them in view of the depository
contract that was executed during the year ended September 30, 2007.

During the year ended September 30, 2008, there was no change in the investment

accounts maintained by the City. However, we have been informed that these accounts
are being evaluated in the current fiscal year.
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Mayor and City Council
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Capital Assets

In previous years, the City did not have a system for tracking capital asset purchases and
dispositions. We recommended that City staff develop a system where all departments
would report their asset purchases, as well as the dispositions. The City’s accounting
software has an asset module available, and we suggested that staff may want to
consider acquiring this module to be able to account for all capital assets.

During the year ended September 30, 2008, City staff recorded all capital assets of the
water fund in the asset module of their accounting software. The general fund’s assets
have yet to be recorded, and we recommend that this be done in the current fiscal year.

Interfund Balances

Interfund accounts receivable and payable were not in balance at September 30, 2006
or 2007. Audit adjustments were made to correct this out-of-balance position. We
‘recommended that the interfund accounts be reconciled on monthly basis.

All interfund accounts were in balance at September 30, 2008. Therefore, we consider
this matter to be closed.

Grant Accounting

During the year ended September 30, 2007, the City received improvements to its water
delivery system in a project funded with grant funds received by Gregg County through
the Texas Community Development Program. Although the City did not handle the grant
funds directly, the City did benefit from the payments on its behalf by the County and
had value added to its water delivery system. Such payments on behalf of the City
should be recognized in the City’s financial statements. We recommended that in the
future when the City participates in such grant agreements, that City management
determine the cost of the subject project(s) and recognize an appropriate amount in the
City’s financial statements, We also recommended that grant revenues and expenditures
be provided for in the City’s annual budget; if grants are awarded after adoption of the
original budget, amendments should be approved by City Council as necessary.

During the year ended September 30, 2008, the City received a $50,000 grant from Texas
Parks & Wildlife for park improvements. No budget amendment was approved for this
project. We continue to recommend that all grant revenues and expenditures be
provided for in the City’s budget.

Bank Reconciliations

In prior audits, we have reported that bank reconciliations were not prepared on a timely
basis. During the prior year, we found that reconciliations were prepared timely;
however, we observed that a number of reconciling items were carried for several months
without investigation and corrective action. We recommended that the Financial
Manager review each month’s bank reconciliation for accuracy and completeness. All
reconciling items should be considered as to their nature and timing; all unusual items
or items not clearing in the normal course of business should be investigated each
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month, We understood that City staff had made some changes to the method of posting
cash receipts in an effort to improvement the cash reconciliation process.

City staff made significant improvement in this area during the year ended September
30, 2008, and we consider this matter to be closed.

Accounts Payable

At September 30, 2007, the City’s accounting records reflected balances in accounts
payable that could not be supported by a detailed listing of the items included in that
balance. City staff members were unable to identify the amounts reported on the books,
and audit adjustments were required to adjust accounts payable to actual. We
recommended that City staff prepare an open items report from the accounts payable
accounting system and reconcile that report to the general ledger balances for accounts
payable at each month-end. Any differences should be identified and corrected in a
timely manner.

This condition did recur at September 30, 2008. Audit adjustments were made to correct
the accounts payable balances in the City’s accounting records. We continue to
recommend that reconciliations of these balances be done on a monthly basis.

Cash Management

At September 30, 2007, the City’s water fund share of the pooled checking account was
in overdraft on the books in the amount of $431,757. In addition, the water fund owed
the payroll account $171,240. For financial statement reporting purposes, those
balances were reclassified and reported as loans from the General Fund, We
recommended that City management monitor cash balances in the pooled checking
account on a monthly basis to insure that each fund is maintaining an appropriate share
of cash in that account and to insure that each fund is credited properly with interest
earned on its investments. Although temporary cash overdrafts may occur on the books
from time to time when one fund supports the other on a short-teri basis, the amount
reported in the water fund at year-end was significant and appeared to be an
accumulation over the course of the entire year. We also recommended that each payroll
be funded for its actual amount from the respective funds bearing the costs of payroll
and related benefits. Finally, we recommended that the Financial Manager be provided
with additional training in cash management, reporting, and software features as
necessary to improve her understanding of the same.

At September 30, 2008, the City’s water fund share of the pooled checking account was
not in an overdraft position. However, the water fund owed the payroll account
$215,675, which is reported in the financial statements as a loan from the general fund.
We continue to recommend that these balances be monitored on a monthly basis. We
also recommend that City staff develop a plan for repaying the balance owed to the
general fund.
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CURRENT YEAR CONSIDERATIONS

Minutes of Council Meetings
During our current year audit, we determined that there is not a central location for all

official minutes of City Council meetings. In order to observe signed copies of the
minutes, they had to be retrieved from several locations. We recommend that these
official records be maintained by the City Secretary in a secure location,

Capital Asset Transfers

While performing audit procedures related to capital assets, we were informed by City
staff that there were vehicles originally purchased by the water fund that were being used
by the general fund and vice versa. Audit adjustments were made to correctly record
these assets in the correct funds, We recommend that City staff develop a system for
tracking these assets so that these transfers are recorded correctly in the accounting

records,

Water Billings
During our current year audit, we determined that the water billing software was not

calculating minimum charges correctly on accounts with multiple units. Minimum
charges were assessed for each unit, such as an apartment or duplex, instead of for each
meter, We understand that this situation has subsequently been corrected by City staff.

We will review the status of these comments during our next audit engagement, We will
be pleased to discuss them in further detail at your convenience, to perform any
additional study of these matters, or to assist you in implementing the recommendations.
Thank you for the opportunity to work for the City of White Oak, Texas and for the many
courtesies extended to us during our visit to your offices.

“Karw 4. gadwvﬁf Aosoeialis, Pe..

Karen A. Jacks & Associates, P.C.



Finding #2008-1

Condition:
City staff had not adjusted all financial statement accounts to reflect accurate year-end

balances prior to the start of the audit. Material adjusting entries were required to correct
these balances.

Auditee’s Corrective Action Plan:

The City of White Oak agrees with this audit finding and recommendations made by the
auditors.

Before the audit of fiscal year 2009, there will be a checklist made to assure every balance
sheet account is carefully reviewed for accurate balances. This checklist will be
implemented in the year-end closing procedures.



RESPONSE AND/OR CORRECTIVE ACTIONS
FOR FY 07/08 AUDITOR MANAGEMENT LETTER

FROM KAREN A. JACKS & ASSOCIATES

PRIOR YEAR CONSIDERATIONS

INVESTMENT ACCOUNTS: | have consolidated all investment accounts into either LOGIC,
Texpool or MBIA with the majority of City funds being held in LOGIC who tends to have the higher
interest rate. | left a bare minimum amount of monies in Texpool and MBIA rather than closing
those accounts just in case their interest rates exceed LOGIC in the future.

CAPITAL ASSETS: Incode’s Fixed Asset module was purchased in September 2008. Peggy
worked very diligently in entering all our General Fund and W&S fixed assets. We have since
balanced our fixed assets to each fund’s fixed asset general ledger account.

INTERFUND BALANCES: This will be monitored every month to make sure these stay reconciled.

GRANT ACCOUNTING: The Penick Park grant match was budgeted for fy 07/08, but the grant
revenue was not. As soon as the City is awarded a grant, that amount will be brought to the
council for amendment along with the expense side.

BANK RECONCILIATIONS: [ will review each month’s bank recons for accuracy.

ACCOUNTS PAYABLE: Staff will prepare reports for reconciliation between the open a/p items
and the a/p general ledger account. This will be reconciled every month and | will review.

CASH MANAGEMENT: Considerable effort has been made to bring the water fund into a positive
cash balance and this effort will continue. However, it will take time to pay the general fund payroll
account back for the $215,675 that is owed to it from the water & sewer fund. | feel like this needs
to be a joint decision between the mayor and myself on how to obtain this goal.

CURRENT YEAR CONSIDERATIONS

MINUTES OF COUNCIL MEETINGS: Immediately after being hired, | realized the lack of
organization with the city council minutes and back-up to the council packets. | created an annual
folder to hold each year's minutes and gathered what | could, be it signed or unsigned, to put in the




appropriate file. It has been over a year since any minutes have been copied into a historical
minute book and because of lack of space a new one needs to be purchased. Before purchasing, |
would like to look into the technology of a digital recording system.

CAPITAL ASSET TRANSFERS: 1 will develop a transfer sheet to be given to all department heads
for any capital assets that are transferred. This can be filled out and given to Peggy who will then
perform the transfer in the fixed asset module.

WATER BILLINGS: City staff personally drove the city to look at each multiple unit and compared
it against system reports for any discrepancies. Any discrepancies were corrected in the system to
create accurate billing.

Sherry Roberts
City Secretary/Office Manager



