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Longview, Texas 75604

INDEPENDENT AUDITORS' REPORT

Honorable Mayer and City Council
City of White Oak, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type aclivity, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the Cily of White
Oak, Texas, as of and for the year ended September 30, 2010, which collectively comprise the City's basic financial
slatements as listed in the table of contents. These financial sfatements are the responsibility of the City's management.
Cur responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with audiling 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 Uniled States. Those slandards require that we plan and perform the audit fo obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit inciudes examining, on a
test basis, evidence supporfing the amounts and disclosures in the financial statements. An audi{ also includes
assessing the accounting principles used and significant estimates made by management, as well as evalualing the
overalt 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 respeclive financial
posilion of the governmental activities, the business-type activily, the discrelely presented component unit, each major
fund, and the aggregate remaining fund information of the City of White Oak, Texas, as of September 30, 2010, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended in conformity
with accounting principles generally accepled in the United States of America.

In accordance with Governmenl Auditing Standards, we have alsc issued our reporl dated March 2, 2011 on our
consideration of the City of White Qak's internal control over financiat reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the resuils of that tesling
and nol 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 and should be considered in assessing the
results of our audit.

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 basic financial statements but are supplementary
information required by accounting principles generally accepled in the United States of America. We have applied
certain 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 on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City of While Oak, Texas' basic financial slatements. The other supplementary information is presented for purposes of
additional analysis and is not a required part of the basic financial stalements. This budgetary comparison schedule has
not been subjected to the auditing procedures applied by us in the audit of the basic financial statements and,

accordingly, we express no opinion on it.

“Korun & Yueho & Qosoecater, F2¢.

Karen A. Jacks & Associates, P.C.

March 2, 2011



CITY OF WHITE OAK, TEXAS
MANAGEMENT’'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2010

This 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, 2010. It should be read in conjunction with the accompanying
basic financlal statements,

FINANCIAL HIGHLIGHTS

The assets of the City of White Oak exceeded its liabilities at the close of the fiscal year ending September 30, 2010 by
$17,149,945 (net assets). Of this amount, $2,754,475 (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 increased by $282,483 for the year ended September 30, 2010.

As of September 30, 2010, the City’s governmental funds reported an ending fund balance of $2,658,448, This resulted in a
decrease of $14,466 in comparison with the prior year 2009 fund balance of $2,672,914.

The City's total long-term debt decreased by $318,386 to $ 4,386,420 at the end of fiscal year 2010, Capital expenditures

inciuded $ 657,531 for water and sewer plant improvements that were funded by Certificates of Obligation and Revenue
Bonds.

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
financlal statements are comprised of three components: 1) government-wide financlal 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 financial statements. The government-wide financial statements are designed to provide readers
with a broad overview of the City's finances, in @ 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 deterlorating.

The Statement of Net Assets combines and consolldates governmental funds' current financial resources (short-term
spendable resources) with capital assets and long-term obfigations. Other non-financlal 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, storm and sewer lines, etc.), to assess the overall 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 recelved 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 basls used in
prior reporting models.



CITY OF WHITE OAK, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS
{Continued)

September 30, 2010

In the Statement of Net Assets 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 services are reported here.

Component units —The City includes one component unit In its report. The White Oak Economic Development Corporation
("WOEDCQ") s 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.

Reporting the City's Most Significant Funds

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds — not the City as a whole. Some
funds are required to be established by state law and by bond covenants. However, the City can establish other funds to
help it controt and manage money for particular purposes or to show that it is meeting legat responsibilities for using certain
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 financiai 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 program. 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 refationships or differences between governmental activitles (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.

Proprietary 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 reporied 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)

September 30, 2010

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 the City's progress in funding its obligation to provide pension benefits to the employees and
budgetary comparative information for the general fund.

THE CITY AS WHOLE —~ GOVERNMENT-WIDE FINANCIAL STATEMENTS

The City's combined net assets were $17,149,945 as of September 30, 2010. Analyzing the net assets and net expenses of
governmental and business-type activities separately, the Governmental net assets are $9,248,938 and the business-type
actlvities net assets are $7,901,007. 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 its investment in capital assets (e.g. land, building, equipment, and
infrastructure) less any related debt used to acquire those assets that is still outstanding. The City uses these capital assets
to provide services to citizens; consequently, these assets are not available for future spending. Although the City's
Investment In its capltal assets Is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate these itabllities.



CITY OF WHITE OAK, TEXAS

MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Continued)
September 30, 2010

Table 1
Summary of Net Assets

Governmental  Business-type Governmental  Business-type
Activities Activities Total Activities Activities Total
2010 2010 2010 2009 2009 2009

Current and other assets 2,810,007 2,547,180 5,357,187 2,761,764 2,867,261 5,629,025
Capital Assets 6,577,316 10,145,116 16,722,432 6,795,649 9,351,694 16,147,343
TOTAL ASSETS $ 9,387,323 $ 12,692,296 $22,079,619 $9,557,413 $12,218955 $ 21,776,368
Current Liabllities 138,385 441,289 579,674 92,360 151,546 243,906
Non-Current Liabilities 0 4,350,000 4,350,000 0 4,665,000 4,665,000
TOTAL LIABILITIES $ 138,385 $ 4,791,289 §$ 4,929,674 $ 92360 $ 4,816,546 $ 4,908,906
Net Assets:
Invested in capital assets,
net of related debt 6,577,316 7,475,470 14,052,786 6,795,649 6,927,895 13,723,544
Restricted t] 342,684 342,684 0 187,364 187,364
Unrestricted 2,671,622 82,853 2,754,475 2,669,404 287,150 2,956,554
TOTAL NET ASSETS $9,248,938 §$ 7,901,007 $17,149,945 $9,465,053 $ 7,402,409 $ 16,867,462

GOVERNMENTAL ACTIVITIES

Generatl Fund revenues increased by 3.2%, or $86,59C, when compared to the prior year. Ad valorem tax revenue decreased
$21,592 (1.3%) compared to the prior year as the result of a 1.6% decrease in net assessed valuation of property values.
Total net assessed value was $ 335,551,859 versus the prior year of $ 340,876,750, The tax rate of $ 0.48 per $100 was
unchanged from last year. Sales tax revenue decreased by $78,345 (13.6%) as result of the recession that began in
December, 2008 and was in a weak recovery petiod during 2010, Fines & forfeltures were up $2,285 (1.7%) from the
previous year. Investment income was down $8,075 (26.4%) due to interest rate reductions because of the economic

recession,

Table 2
General Revenues

2010 2009 Incr. / (Decr.)}

Taxes 2,080,717 2,190,654 {99,937}
Franchise Fees 320,766 290,607 30,159
Investment Income 22,552 30,627 (8,075)
Other 10,969 (3,511) 14,480
TOTAL $ 2,445,004 $ 2,508,377 $ (63,373)




MANAGEMENT'S DISCUSSION AND ANALYSIS

CITY OF WHITE QAK, TEXAS

(Continued)

September 30, 2010

Government and Business-type activities increased the City's net assets by $282,483 from FY 2009. The key elements in this

increase are as follows:

Table 3
Changes in Net Assets

Governmental  Business-type Governmental  Business-type
Activities Activities Total Activities Activities Total
2010 2010 2009 2009 2009
Revenues:
Program Revenues:
gf';ﬁ;ges for service and 348,242 2,403,363 2,751,605 198,279 1,848,339 2,046,618
General Reventes:
Taxes 2,677,419 0 2,077,419 2,180,492 0 2,180,492
Franchise Fees 320,766 1] 320,766 290,607 0 290,607
Other 46,819 11,005 57,824 37,278 27,146 64,424
TOTAL REVENUES $ 2,793,246 $2,414,368 $5,207,614 $2,706,656 $ 1,875,485 $4,582,141
Expenses:
General Government 681,368 0 681,368 697,079 G 697,079
Public Safety 1,555,303 0 1,555,303 1,443,474 C 1,443,474
Public works 494,995 ¢ 494,995 619,837 G 619,837
Development Services 36,879 0 36,879 35,387 0 35,387
Culture & recreation 240,816 0 240,816 226,314 0 226,314
Water Utilities 1] 1,915,770 1,915,770 0 1,880,914 1,880,914
TOTAL EXPENSES $ 3,009,361 $1,915,770 $4,925,131 $ 3,022,091 $ 1,880,914 $4,903,005
Transfers In (Out) c 0 0 0 0 0
Change in Net Assets (216,115) 498,598 282,483 {315,435) {5,429} {320,864}
Net Assets, beginning 9,465,053 $7,402,409  $16,867,462 9,780,488 7,407,838 17,188,326
Net Assets, ending $ 9,248,938 $7,901,007 $17,149,945 § 9,465,053 $ 7,402,409 $16,867,462




CITY OF WHITE OAK, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
(Continued)

September 30, 2010

GENERAL FUND

Total expenditures for the 2010 fiscal year were $ 2,826,158 which was higher versus the prior year by $ 63,170 or 2.2%
and $200,726 less than the budget of $3,026,884 or 7.1%. The favorable budget variance was primarily due to the
cancellation of capital street improvements for the 2010 budget year. The police department showed a negative varlance
with the final budget because of calculation errors in the original budget.

BUSINESS TYPE ACTIVITES (WATER AND SEWER FUND)
Revenues of the City's business-type activities were $2,041,555 In fiscal year 2010 as compared to $ 1,809,208 for fiscal

year 2009. This $232,347 or 12,8% increase resulted from an Increase In water and sewer customers, more volume used,
and a sewer fee increase that went into effect in November 2009. Net income for fiscal year 20106 was $47,708 as compared
to $185,551 for the prior year and compared to a budgeted net loss of $21,936 for fiscal year 2010. The water and sewer
fund owes the general fund $195,959 at the end of fiscal year 2010. A small payment was made towards this balance in
fiscal year 2010 and a greater amount will be transferred In fiscal year 2011,

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets
As of September 30, 2010 the City had $16,699,678 (net of accumulated depreciation) invested In a broad range of capital

assets, The capital assets are comprised of police and fire equipment, building, park facilitfes, road, bridges, water and
sewer lines, dralnage Improvements, and water and sewer treatment plants. This amount represents a net increase
(including additions and deletions) of $576,921 over the prior year. There are several projects under construction including
improvements to the north standpipe, water plant, and several grant projects. All projects should be completed in fiscal year
2011. A Fixed Asset Module was added to the accounting software system In fiscal year 2008 and updates continued in fiscal
vear 2010 that Included disposition of assets that are no longer owned by the City.

Table 4
CAPITAL ASSETS
Governmental  Business-type Govermmental  Business-type

Activities Activities Z%T; Activities Activities 2%7;49‘

2010 2010 = 20089 2009 =
tand 201,297 96,824 298,121 201,297 96,824 298,121
Construction in Progress 0 1,266,801 1,266,801 0 142,148 142,148
Buillding®& Improvements 687,134 95,208 782,342 722,503 101,005 823,508
Infrastructure 4,977,461 0 4,977,461 5,031,186 0 5,031,186
Furniture/Equip/Machinery 711,424 132,166 843,590 840,663 143,428 984,091
Water & Sewer System 0 8,531,363 8,531,363 0 8,843,703 8,843,703
TOTAL $ 6,577,316 $10,122,362 $ 16,699,678  $ 6,795,649 $ 9,327,108 §$ 16,122,757




THE CITY OF WHITE OAK,

MANAGEMENT'S DISCUSSION AND ANALYSIS
(Continued)
September 30, 2010

Debt Administration

At the end of the current fiscal year, the City had $4,350,000 in certificates of obligation and revenue bonds outstanding.
This represents a decrease of $315,000 compared to the prior year. The following table shows the debt outstanding at
September 30, 2010,

Table 5
Outstanding Debt
Governmental Business-type Governmental Business-type

Activities Activities Total Activities Activities Total

2010 2010 2010 2009 2009 2009
Cert of Obligation 0 3,575,000 3,575,000 0 3,750,000 3,750,000
Revenue Bonds 0 775,000 775,000 0 915,000 15,000
TOTALS $ 0 $ 4,350,000 $4,350,000 $ 0  $ 4,665,000 $4,665,000

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 $2,658,448. The General
Fund’s ending balance decreased $14,466 over the prior year of $2,672,914. The fund balance represents 11,3 months of
operating expenses or 94% which is well above the typical minimum of 25% to 50%.

At the end of September 30, 2010, the City's Proprietary (Water and Waste Water) Fund had a fund balance of $7,901,007.
This is an increase of $498,598 compared to the prior year, Of this amount, $ 82,853 was for unrestricted use which
represents less than one month of operating expenses.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

Governmental funds

The City’s elected and appointed officials considered many factors when setting the fiscal year 2011 budget, tax rate and
fees that will be charged. Real property values for flscal year 2011 Increased 1.3% over the previous year and mineral and
gas values increased over 2.1% from the prior year. Because of two consecutive years of the decline of sales tax revenue,
property values, and Interest Income, the council deemed It necessary to increase the ad valorem property tax to $.52/100,
All but $66,500 of requested capital expenditures was put on hold until further notice. Budgeted expenditures were cut over
$99,000 to obtain a balanced budget.

Proprietary funds

In fiscal year 2011, the only price increase will be from our sanitation provider, Allled Waste. This is an annual CPI increase
which is passed on to our customers. There Is $1,138,135 budgeted for capital expenditures but only $37,069 will be actually
spent out of user fee revenue. The remaining amount will be paid for by the unused funds of the 2008 Certificate of
Obligation that was obtained specifically for water and sewer projects. These improvements will upgrade equipment and the




water plant which will provide additional capacity to serve the citizens of White Oak for many years to come, Our water and
sewer rates continue to be lower than the local and state averages,

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 S. 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, 2010

Primary Government Compenent Unit
Governmental Business-iype
Activities Activities Total WOEDCO
ASSETS
Cash $ 1,562,757 $ 98,938 $ 1,661,695 $ 63,021
Temporary investments 805,015 - 905,015 57,614
Receivables {net of allowance for uncollectibles);

Taxes 140,387 - 140,387 45,396

Accounts - 392,011 392,011 .

Other 1,844 114,237 116,081 340
internal balances 195,859 (195,959} - -
Prepaid expenses 4,045 - 4,045 -
Restricted assels:

Cash - 2,137,953 2,137,953 -
Noles receivable - - - 457,645
Debt issuance cosis - 22,754 22,754 -
Capital assets (net of accumulated depreciation):

Land 201,297 96,824 298,121 -

Buildings and improvements 687,134 95,208 782,342 -

Water and sewer system - 8,631,363 8,531,363 -

Machinery and equipment 711,424 132,166 843,590 2,338

infrastructure 4,977 461 - 4,977,461 -

Construction in progress - 1,266,801 1,266,801 -

Total assels 9,387,323 12,692,296 22,075,619 626,354
LIABILITIES
Accounts payable 84,221 333,995 418,216 175
Accrued wages payable 17,744 5,258 23,002 -
Payable from restricted assetls

Accrued interest - 14,853 14,853 -

Meter deposits - 79,745 79,745 -
Accrual for compensated absences 36,420 7,438 43,858 -
Noncurrent liabilities:

Due within one year - 330,000 330,000 -

Due in more than one year - 4,020,000 4,020,000 -

Total liabilities 138,385 4,791,289 4,929,674 175
NET ASSETS

Invested in capital assets, net of related debt 6,677,316 7,475,470 14,052,786 2,338

Restricted for debt service - 342,684 342,684 -

Unrestricted 2,671,622 82,853 2,754,475 623,841

Total net assets $ 9,248,938 $ 7,901,007 $ 17,149,945 $ 626,179

{The accompanying notes are an integral part of these financial statements.)
12



CITY OF WHITE QAK, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Net {Expensa) Revenue and

Program Revenues Changes in Nef Assets
- Operaling Capital Primary Government Component Unit
Charges for Grants and Granls and  Governmental Business-type
Eunclions/Programs Expenses Services Contributions _Contributicns Activities Aclivilies Tolal WOEDCO
Primary govemment:
Govermnmental activities:
General govemment 8 681,368 $ 19,338 § - % - $ (662032) $ - § (662,032) § -
Public safely 1,655,303 134,208 - - {1.421,097) - (1,421,007} -
Public works 484,995 - - - (484,895) . (494,995 -
Developmental services 36,879 - - - (36.879) . (36.879) -
Recreation 240,816 - 194,700 - (46,1186) - {46,116} -
Tolal governmental aclivilles 3,009,361 153,542 194,700 - {2,661,119) - (2,661,119) -
Business-type activitles:
Waler ulilities 1,915,770 2,041,555 - 351,808 - 487,593 487,503
Total primary govemment $ 492613t $ 2195007 S5 194700 $ 361,808 § (2661,119) § 487,503 $ (2.173,526) $
Component unit:
WOEDCO § 475314 - - - - - - {475,314}
General revenues
Property laxes 1,591,144 - 1,591,144 -
Sales laxes 499,573 - 499,573 249,766
Franchise laxes 320,766 - 320,766 -
Uarastricled invesimenl eamings 22,552 11,005 33,657 8,750
Miscellaneous 29,208 - 29,298 -
Galnfloss on sale of assels (18,329) - {18,329) -
Tofat gengral revenues and fransfers 2,445,004 11,005 2,456,009 266,538
Change in net assels (216,115} 498,698 282,483 {218,779)
ek assels - beginning 9,465,053 7,402,409 16,867,462 844,957
Net assels - ending $ 9248938 $ 7901007 $ 17149945 § 626,179

(The accompanying noles are an integral pa:d of these financial statements.)
13



CITY OF WHITE OAK, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2010

ASSETS AND OTHER DEBITS:
Cash
Temporary investments
Due from other funds
Receivables:
Taxes
Miscellaneous
Prepaid expendiiures

TOTAL ASSETS

LIABILITIES AND FUND BALANCE:
LIABILITIES:

Accounts payable

Unearned revenue

Accrued wages

TOTAL LIABILITIES
FUND BALANCE
Fund balance - unreserved
Fund balance - reserved

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

{The accompanying notes are an integral par of these financial statements.)
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General
Fund

$ 1,562,757
806,015
195,959

140,387
1,844
4,045

$ 2,810,007

$ 84,221
49,594

17,744

161,559

2,628,480

29,968
2,658,448

$ 2,810,007



CITY OF WHITE OAK, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010

Total fund balances - governmental funds balance sheet $ 2,658,448

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

Capital assets used in governmental activities are not reporied in the funds 6,577,316

Property taxes receivable unavailable to pay for current period expenditures are

deferred in the funds. 49,594

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

are not reported in the funds. (36,420)
Net assets of governmental activilies - statement of net assets $ 9,248,938

{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, 2010

General Fund

REVENUES:
Property taxes $ 1,577,846
Franchise taxes 320,766
Sales taxes 499,573
Licenses, permits and fees 19,336
Fines, forfeitures and penalties 134,206
Investment income 22,552
Grant revenues 194,700
Miscellaneous 42,713
TOTAL REVENUES 2,811,692
EXPENDITURES:
General government 644,424
Public safety 1,481,579
Public works 323,830
Developmental services 35,692
Recreation 340,733
TOTAL EXPENDITURES 2,826,168
EXCESS (DEFICIENCY) OF REVENUES OVER({UNDER) EXPENDITURES (14,468)
OTHER FINANCING SOURCES (USES):
Transfers -
TOTAL OTHER FINANCING SOURCES (USES) -
NET CHANGE IN FUND BALANCE {14,466)
FUND BALANCE, OCTOBER 1, 2009 2,672,914
FUND BALANCE, SEPTEMBER 30, 2010 $ 2,658,448

{The accompanying notes are an integral part of these financial statements.)
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CITY OF WHITE QAK, 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, 2010

Net change in fund balances - total governmental funds $ {14,466)

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

Capital outlays are not reported as expenses in the SOA. 281,097

The depreciation of capital assets used in governmental activities is

not reported in the funds. (467,686)

Certain property tax revenues are deferred in the funds. This is the

change in these amounts this year. 13,298

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

funds but not the SOA, (13,415)

The loss on disposition of capital assets is not reported in the funds. (18,329)

(Increase) decrease in accrual for compensated absences. 3,386
Change in net assets of governmental activities - statement of activities $(216,115)

(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, 2010

ASSETS:

Current assets:
Cash
Accounts receivable
Other receivables

Restricted assets:
Cash

Noncurrent assets:
Debt issuance cosis
Land
Construction in progress
Capital assets, net

TOTAL ASSETS

LIABILITIES:
Current fiabilities:
Accounts payable
Accrued wages
Accrual for compensated absences
Due fo other funds
Payable from restricied 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

98,938
392,011
114,237

2,137,953

22,754

96,824
1,266,801
8,758,737

12,888,255

333,995
5,258
7,438

195,859

14,853
79,745

330,000
4,020,000

4,987,248

7,475,470
342,684
82,853

7,801,007

{The accompanying notes are an integrat part of these financial statements.)



CITY OF WHITE OAK, TEXAS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED SEPTEMBER 30, 2010

OPERATING REVENUES:

Water revenue

Sewer revenue
Sanitation revenue
Penalties

Installment fees
Miscellaneous revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES:

Administration

Water supply

Water distribution

Water purification

Sanitary sewer maintenance
Sanitary sewer treatment
Depreciation and amortization
Miscellaneous

TOTAL OPERATING EXPENSES

OPERATING INCOME

Investment proceeds
Grant proceeds

Debt service - interest
Debt service - fees

PROPRIETARY FUND

NONOPERATING REVENUES (EXPENSES)

TOTAL NONOPERATING REVENUES {EXPENSES)

TRANSFERS

CHANGE IN NET ASSETS

TOTAL NET ASSETS - BEGINNING

TOTAL NET ASSETS - ENDING

Water
Utilities

1,264,728
652,119
62,931
32,448
25,604
3,725

2,041 555

67,439
130,154
163,593
489,457
166,508
181,515
524,415

6,031

1,729,112

312,443

11,006
361,808
(183,858)

(2,800)

186,155

498,598

7,402,409

7,901,007

{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 36, 2010

Water
Utilities
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash receipts from customers for water sales and sewer service $ 1,959,803

Cash payments to employees (387.,415)

Cash payments for goods and services {682,835)
NET CASH PROVIDED BY CPERATING ACTIVITIES 889,653
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Loans repaid to other funds {9,872)
NET CASH USED BY NONCAPITAL FINANCING ACTIVITIES {9,872)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Purchase of capital assels {(1,164,800)

Grant proceeds 247,571

Principal paid on debi {315,000)

Interest paid on debt {184,983)

Fees paid on debt {2,800)
NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES (1,420,012)
CASH FLOWS FROM INVESTING ACTIVITIES:

Investment proceeds 11,005
NET CASH PROVIDED BY INVESTING ACTIVITIES 11,005
NET INCREASE {DECREASE) IN CASH AND CASH EQUIVALENTS (628,226)
CASH AND CASH EQUIVALENTS - CCTOBER 1, 2009 2,766,117
CASH AND CASH EQUIVALENTS - SEPTEMBER 30, 2010 $ 2,236,891

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY
OPERATING ACTIVITIES:
Operating income 3 312,443

Adjustments to reconcile operating income to net cash provided by
operating activities:

Depreciation and amortization expense 524,415
(Increase) decrease in accounts receivable {85,036)
Increase (decrease) in customer deposits 3,385
Increase {decrease) in accounts payable 134,553
increase (decrease) in accrued wages 1,438
Increase (decrease) in accrual for compensated absences {1,545)
Total adjustments ‘ 577,210

Net cash provided by operating activities $ 889,653

{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 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted by the City of While Oak, Texas, conform {o generally accepted accounting princlples as applied to governmental
entities.

A.

FINANCIAL REPORTING ENTITY

For financial reporting purposes, lhe City of White Oak includes all funds that are confrofled by or dependent on the City’s execulive and
legistalive branches (lhe Mayor or the Councli, respectively). Conlrol by or dependence on the Cily is determined on the basis of budget
adaption, laxing authority, outslanding debt secured by revenues or general obligations of the City, obligation of the City to finance any deficits
that may occur, or receipl of significant subsidies from the City.

COMPONENT UMIT

In conformity with generally accepted accounting principles, lhe financlial statements of component unils have been included in the financial
reporiing entily either as blended component units or as discrelely presented component units,

DISCRETELY PRESENTED COMPONENT UNIT

While Oak Economic Development Corporation (WOEDCO), WOCEDCO s a Texas nonprofit corporation organized for ihe purpose of
benefilling and accomplishing public purposes of the City of White Oak, Texas, by promoling, assisling, and enhancing economic development
aclivities for the Cily. The board members are appointed by ths City of White Oak City Councll. WOEDCO Is funded by a one-guarter percant
sales lax levied on taxable sales within the City of White Oak. This tax was enacted by popular vote In 1985 and may be repealed by popular
vote, WOEDCO Is reported in a separate column to emphasize thal il is legally separate from the City. Separate financial statements for
WOEDCO may be obtained by contacling their office in the White Oak municipal building.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial stalements {i.e., the statement of net assels and the stalement of activities) report information on alf of the
noenfiduciary activitles of the primary government and its component units. For the most pari, the effect of interfund activity has been removed
from these statements. Governmental activities, which normally are supporied by taxes and Infergovernmental revenues, are reporied
separately from business-lype activities, which rely to a significant extent on fees and charges for suppori. Likewise, the primary government is
reporied separalely from the legafly separate component unit for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given funclion are offset by program revenues, Direct
expenses are lhose that are clearly identifiable wilh a specific function. Program revenuss include 1) charges to customers or applicants who
purchase, use, or directly benefil from goods, services, or privileges provided by a given funclion and 2} grants and contributions thal are
resiricled to meeting the operational or capital requirements of a pariicular function. Taxes and other ltems not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and propriefary funds. Major (ndividual governmental funds and major
individual enterprise funds are reported as separate columns in the fund financial stalements.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT PRESENTATION

The government-wide financial statements are reporied using the economic resources measurement focus and the accrual basis of accounting,
as are the proprietary fund financial statements. Revenuss are recorded when eamed and expenses are recorded when a liability Is Incurred,
regardless of the timing of related cash flows. Properly taxes are recognized as revenuss In lhe year for which they are levied. Grants and
similar llems are recognized as revenue as soon as all eligibifity requirements imposed by the provider have been met.

Governmental fund financial statements are reporled using the current financlal resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are consldered {o be available when they
are collectible wilhin the current period or soon enocugh thereafter to pay liabilities of the current pered. 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. Expendilures generally are
recorded when a liability Is incurred, as under accrual accounting. However, debl 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, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

The Cily reporls the following major governmentat fund:

The general fund is the City's primary operating fund. It accounts for all financial resources of the general government, except those required to
be accounted for In another fund.

The City reports the following major proprietary fund:

The water utiliies fund operates the water distribulion system, the sewage treatment plant, sewage pumplng statfons, and collection systems.

Privale-sector standards of accounting and financlal reporting issued prior to December 1, 1989, generally are followed in both the government-
wide and proprielary fund financial statements lo the extent those standards do not confiict with or conlradict guidance of the Governmental
Accounting Standards Beard. Governments also have the option of following subsequent private-seclor guidance for their business-type
aclivities, subject to this same limitation. The City has elected to follow subsequent private-sector guidance.

Proprietary funds distinguish operaling revenues and expenses from nonoperaling items. Operating revenues and expenses generally result
from providing services and producing and defivering goods in conneclion wilh a proprietary fund's principal ongoing operations. The principal
operating revenues of the Water Utllilies Fund are charges fo customers for sales and services. All revenues not meeling this definition are

reported as nonoperating revenuss and expenses.

When hoth resiricled and unrestricted resources are available for use, it is the Cily's policy to use restricted resources first, then unrestricted
resources as lhey are needed.

D. BUDGETS AND BUDGETARY ACCOUNTING

The budget for the general fund is adopted on a basis consistent with the modified accrual basis of accounting. The propriefary fund budget Is
adopted on a basls consistent with the accrual basls of accounting except for depreciation, which is not budgeted and debt principal and capital
oulfay, which are budgeted. The budget comparison for the proprietary fund has been adjusied to reflect these differences. In addillon, capital
oullays funded with the unexpended proceeds of cerlificale of obligation Indebledness are not reflected in the budgetary comparisen for the
proprietary fund because they are nof Included in the Cily's operaling budget for that fund. Unexpended budgel appropriations lapse at year end
and de not carry forward lo fulure perlods.

Budget controls are imposed at the fund level and require Councll approval for amendment.

E. INTERFUND RECEIVABLES AND PAYABLES

Any short-term advances between funds that may exist are accounted for in the appropriate interfund receivable and payable accounts.

F. ESTIMATES

The preparation of financial statements in conformily wilth generally accepled accounting principles requires managasment to make estimates and
assumptions. This will affect the reporied amounts of assets and liabilittes, disclosure of contingent assets and liabitities at the date of the
financlal statements, and the reported amounis of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

G. CASH EQUIVALENTS

For purposes of ihe slatement of cash flows, highly liquid invesiments are considered to be cash equivalents if they have an initial maturity of
three months or less.

H.  RISK MANAGEMENT

The city Is exposed o various risks of loss related to torts, thefts, damage or deslruction of assels, errors and omissions, injuries fo employees,
and natural disasters, During fiscal year 2010, the City purchased Insurance to cover general liabilities. There were no significant reductions in
coverage In the past fiscal year and there were no seltlements exceeding liability Insurance coverage for each of the past three fiscal years.
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CiTY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 1 - SUMMARY COF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

k. CAPITAL ASSETS
Purchased or constructed capital assets are reported af cost or estimated historical cost. Donated fixed assets are recorded at their estimated

fair value at the date of the donation. The cost of normal maintenance and repairs that do not add to the value of the asset or materally extend
assets' lives are not capitalized. A capitatization threshold of $5,000 Is used.

Capital assets are being depracialed using the siraight-line method over the following estimated useful lives:

Asset Class Years
Buildings 10-50
Building improvements 15-30
Land improvements 10-60
Streels & roads 10-60
Water & sewer lines 10-75
Infrastruclure 10-50
Machinery & equipment 3-25
Vehicles 3-5

Office equipmant 3-5

Compuler equipment 3-5

Intangibles 2-40

NOTE 2 - COMPLIANCE AND ACCOUNTABILITY

Einance-Related Legal and Contractuatl Provisions
In accordance with GASB Statement No. 38, "Cerlain Financial Statement Nofe Disclosures,” violations of finance-related legal and contractual
provisions, if any, are reporied below, along with actions taken {o address such violations:

Violation Action Taken
None Not applicable

Deficit Fund Balances or Fund Net Assets of Individual Funds
Following are funds having deficit fund balances or fund nel 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 Cily's properly tax is leviad each October 1 on the assessed value listed as of the previous January 1 for all real and personal property located in
the Ciy. The assessment ratio of the City Is 100 percent of market value. The assessed value for the roll as of January 1, 2009 upon which the 2010
fiscal-year levy was based, was $309,985,769 and the tax levy was sel at $.52 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, 2010, for the fiscal
2010 tax levy were 98 percent of the total ax levy for thal year.

Delinquent taxes as of Seplember 30, 2010, were $75,661.

The allowance for uncellectible tax recaivables is based upon historical experience in collecting property taxes. Uncolleclible personal property laxes
are periodically reviewed and writlen off, but the City Is prohibited from writing off real properly taxes without specific statutory authorily from the Texas
Legisiature. The atlowance for uncolleclible taxes at September 30, 2010 is $26,067.
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 4 - CGAPITAL ASSETS

Capital asset activily for the perlod ended September 30, 2010 was as follows:

Beginning Ending
Balances Increasas Decreases Balances
Governmental activities:
Capital assels not being depreciated:
Land $ 201,297 § - $ - $ 201,297
Tolal capital assets not being depreciated 201,297 - - 201,297
Capital assels being depreclated:
Buildings & Improvements 982,545 - - 982,545
Infrastruclure 7.021,436 228,316 - 7,249,752
Furniture and equipment 1,872,082 82,492 75,220 1,880,255
Total capital assets being depreciated 9,876,964 310,808 75,220 10,112,552
Less accumulated depreciation for:
Buildings & improvemenis (260,042) {35,369) - (295,411)
Infrastructure {1.990,250) (282,041) - (2,272,291)
Furniture and equlpment {1,032,320) {179,987) {43,476} {1,168,831)
Total accumulated depreciation {3,282,612) {487,397} {43,476) {3,736,533)
Total capital assets being depreclated, net 8,604,352 {186,589} 31,744 6,376,019
Governmental activitios capital assets, net 3 6,795,649 $ (186.589) $ 31,744 $ 6,577,316
Business-lype aclivities:
Capilal assels not being depreciated:
Land $ 96,824 $ - $ - $ 96,824
Construclion In progress 142,148 1,124,653 - 1,266,801
Tolal capilal assets, not being depreciated 238,972 1,124,653 - 1,363,625
Capital assets being depreclated:
Water and sewer sysfem 15,660,693 176,454 - 15,837,047
Buildings 255,590 - - 255,590
Machinery and equipment 428,761 16,729 17,194 428,296
Total capital assets being depreciated 16,344,944 183,183 17,194 16,520,933
Less accumulated depreciation for:
Water and sewer system (6,816,890} (488,794) - (7,305,684)
Buildings {154,585) (5,797) - {160,382)
Machinery and equipment {285,333) (27,991) {17,194} (296,130)
Tolal accumulated depreciation (7,256,808) (522,582) {17,194} {7,762,1986)
Total capital assels being depreciated, net 9,088,136 (329,399) - 8,758,737
Business-lype activilies capital assels, net $ 8,327,108 $ 796,254 5 - $ 10,122,362
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NOTE 4 - CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to departments of the primary government as follows:

Governmental aclivifies:
General government
Public safely
Public works
Recreation

CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010

Total depreciation expense - governmeniat aclivitles

Business-type activities:
Water utilities

Total depreciation expense - business-type activilies

NOTE § - LONG-TERM DEBT

Long-term debt transactions for the year ended September 30, 2010, are summarized as follows:

Governmental Activilles:
Accrual for Compensated Absences

Total Governmental Activitles
Business-lype Activities:

Cedtificates of Cbligation
Series 1999, interest at 5.05%,
maturing 3/01/2014

Serias 2008, Interest at 3.50-4.256%,
maturing 3/01/2023

Revenue Bands
Series 2001, Interest at 3.20-3.85%,
mataring 3/01/2015

Total Business-Type Aclivitles

Total Long-term Debt

Aggregate maturities of long-term debf subsaquent {0 September 30, 2010 are as follows:

Business-type activities:

$ 36,880
126,966
192,646
111,194
467,686
522,582
622,582
Beginning Ending Due Within
Balance Additlons Relirements Balance One Year
3 39,806 $ - 3 3,386 3 36,420 -
$ 39,806 $ - 5 3,386 $ 36,420 -
$ 870,000 $ - 3 155,000 $ 715,000 165,000
2,880,000 - 20,000 2,860,000 20,000
815,000 - 140,000 775,000 145,000
$ 4,665,000 $ - $ 315,000 § 4,350,000 330,000
3 4,704,806 $ - $ 318,386 § 4,386,420 330,000
Year Ending
Seplember 30 Principal Interest Tolal
2011 $ 330,000 $ 171,108 $ 501,108
2012 345,000 166,437 501,437
2013 370,000 140,754 610,754
2014 380,000 124,173 504,173
2015 270,000 110,244 380,244
2016-2020 1,545,000 369,766 1,914,766
20212023 1,110,000 66,246 1,176,246
$ 4,350,000 $ 1,138,728 $ 5488,728

25



CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE § - EMPLOYEE BENEFITS

A.

PLAN DESCRIPTION

The Cily provides pension benefils for all of ifs eligible employees through a non-traditicnal, foint coniributory, hybrid defined benefit plan in the
slate-wide Texas Municipal Retirement System {TMRS}, an agent muitiple-amployer public employee retirement system. The plan provisions
that have been adopted by the cily are within the options available in the governing state stalules of TMRS,

Benefits depend upon the sum of the employee's conltributions fo the plan, with interest, and the Clly-financed monetary credits, with interest. At
the date the plan began, the City granted monetary credils for service rendered before the plan began of a theoretical amount at feast equal {o
two times whalt 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 contribullons. In addition, the City can grant, as
often as annually, another lype of monetary credit referred to as an updaled service credit which is a theoretical amount which, when added to
the employee’s accumulated confributions and the monetary credits for service since the plan began, would be the total monetary credits and
employee contributions accumulated wilh interest if the current employee contribulion rate and cily matching percent had always beenin
oxistence and If the employee’s salary had always been the average of his salary in the fast three years that are one year before the effeclive
dafe. At retirament, the benefit Is calculated as if the sum of the employee's accumulated conirbutions with interest and the employer-financed
monetary credits with Inferes| were used to purchase an annuity.

The plan provisions are adopted by the City Councll, within the options available in the state statutes governing TMRS and within the actuarial
constraints alse in the stalutes. Plan provisions for the City are as follows:

Deposit Rate: 7%
Matching Rafes (City lo Employee): 2-1
A member is vested after: 5yrs

Mombers can retire af ages 60 and above with 5 or more years of service or with 20 years of service regardiess of age.

CONTRIBUTIONS

Under the state law governing TMRS, the confribution rate for each clly Is determined annually by the acluary, using the Projecled Unit Credit
actuarial cost method. This rate consists of the normal cost contribution rate and the prior service cost conlribution rate, which Is calculaled lo
be a level percent of payrolt from year to year. The normal cost contribution rate finances the porlion of an active member's projected benefit
allocaled annually; the prior service contribuiion rate amortizes the unfunded (overfunded) acluarial liabllity {asset) over the applicable period for
that ¢y, Both {he normal cost and prior service contribution rates include recognition of the projected Impact of annually repealing benefits,
such as Updated Service Credils and Annully Increases.

The Cily contribules lo the TMRS Plan at an aciuarially determined rate. Both the employees and the Cily make centributions monthly, Since
the Cily needs to know its contribution rate in advance for budgetary purposes, there Is a one-year delay between the acluarial valualion that
serves as Ihe basis for the rate and the calendar year when the rate goes into effect. The annual pension cost and nef pension
obligationf)asset} are as follows:

Net Pension Obligalion {NPQ) at the
Beginning of Perfod -
ANNUAL PENSION COST:
Annual required contribulion (ARC) 276,696
Interest on NPO -
Adjusiment to the ARC - 276,686

Contributions made 276,686
Increase in NPO -

NPO at the end of the period $ -
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)

The funded status as of December, 31, 2008, the most recent actuarial valuation date, is as follows:

Schedule of Actuarial Liabilities and Funding Progress

Actuarial Valualion Date 12131109
Actuarial Value of Assets $ 2,448,070
Actuarial Accrued Liability .4,379,093
Percentage Funded 55.86%
Unfunded (Over-funded) Actuarial

Accred Liability (UAAL) 1,933,023
Annual Covered Payroll 1,684,965
UAAL as a Percentage of Covered Payroli 114.72%

The Cily's annual pension cost, the percentage of annual pension cost contributed to the plan, and the net pension obligation for FY2010 and the two
preceding years were as follows:

Annual Percentage Net Pension
Fiscal Year Ended Pension Cost Contributed Obligation
09/30/08 205,885 100% -
09/30/09 264,019 100% -
09/30/10 276,698 100% -

TMRS issues a publicly available comprehensive annual financial report that includes financial stalements and required supplementary Information
(RSI) for TMRS; the report also provides detalled explanations of the contributions, benefits and actuarial methods and assumptions used by ihe
System. This repori may be obfained by wriling to TMRS, P.O. Box 148153, Austin, TX 78714-9153 or by calling 800-924-8677; in addition, the report
is available on TMRS' websile al www. TMRS.com,

C.

SUPPLEMENTAL DEATH BENEFITS FUND

The city also participates in the cost sharing multiple-employer defined benefit group-term life Insurance plan operated by the Texas Municipal
Retirement System (TMRS) known as the Supplemental Death Benefiis Fund (SDBF). The city ¢lecled, by ordinance, 10 provide group-term fife
insurance coverage to both current and retired employeas. The cily may terminate coverage under and discontinue participation in the SDBF by
adopting an ordinance before November 1 of any year o be effective the following January 1.

The death benefit for active employeas provides a lump-sum payment approximately equal to the employee's annual salary {catcutated based on
the employee's actual eamings, for the 12-menth period preceding the month of death); relired employees are insured for $7,500; this coverage
is an "other postemployment benefit,” or OPEB.

The cily contributes to the SDBF at a contraclually required rate as defermined by an annual actuarial valuation. The rale Is egual lo the cost of
providing one-year term life insurance. The funding policy for the SDBF program is to assure thal adequate resources are available to meet all
death banefit payments for the upcaming year; the intent Is not to pre-fund refiree term lifs insurance during employees' entire careers.

The ¢ily's contribulions to the TMRS SDBF for the years ended 2010, 2009 and 2008 were $3,261, $3,108 and $1,129, respectively, which
equaled the required conlributions each year.
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 7 - INTERFUND BALANCES AND ACTIVITIES
Balances due o and from other funds at September 30, 2010, consisted of the follewing:
Due To Fund Bue From Fund Amount Reason
General Fund Water Ulilitles Fund 3 195,959 Long-ferm foan
This balance is not expected fo be repald within FY11.
NOTE 8 - RESERVED FUND BALANCE
As of Seplember 30, 2010, fund balances reserved for specific purposes were as follows:

General Fund

Municipal Court Securily Fees 3 11,262
Municipal Court Technology Fees 18,706
$ 29,968

NOTE 8 - ACCRUAL FOR COMPENSATED ABSENCES

Regular full-4ime employees are eligible to accrue vacalion teave of 80 hours per year during their first five years of employment and 120 hours per
year thereafier, Although employees are expected to use vacation leave time in the year in which it is earned, lhe carryover of unusued vacation time
may be approved by lhe Cily Coordinator. Unused vacalion is compensaled at the employee's current rate of pay upon termination.

The accompanying financial stalements report accrued vacation benefils as of September 36, 2010.
NOTE 10 - DEPOSITS AND INVESTMENTS

Cash Deposits
Daposits - At Seplember 30, 2010, the carrying amounts of the Cily's bank balances were $3,799,648. The City's cash deposits at September 30,

2010 were enlirely covered by FDIC insurance or by pledged collateral held by the Cily’s agent bank in the City's name.

Investments:

The Cily is required by Government Code Chapter 2256, The Public Funds Investment Act, to adopt, implement, and publicize an investment policy.
That policy must address the following areas: {1} safety of principal and liquidity, (2} porifollo diversification, (3} allowable invesiments, (4} acceptable
risk levels, {5) expected rates of return, (8) maximum allowable stated maturily of porifolio Investments, (7) maximum average dollar-weighted maturity
allowed based on the stated maturily date for the portfolio, (8) investment staff qualily and capabilities and {®) bid sollcitation preferences for
certificatas of deposit.

The Public Funds Investment Act {"Act”) requires an annual audil of investment practices. Audit procedures In this area conducled as a pari of the

audit of the general purpose financial statements disclosed that in the areas of investment practices, management reporis and eslablishment of
appropriate policies, the City did not adhere to the requirements of the Act. Quarierly reports did not Include all required elements.

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

Thae Cily's invesimenis at September 30, 2010, are shown below.

Falr
Investment or Inveslment Type Maturity Value
Texpool NIA $ 5,015
Certificates of Deposit Various 900,000
Total Invesiments $ 905,015
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 10 - DEPOSITS AND INVESTMENTS (CONTINUED)

Analysis of Specific Deposit and Investment Risks

GASB Statement No. 40 requires a determination as io whelher the Cily was exposed to the following specific Investment risks at year end and if so,
the reporting of cerlain related disclosures:

a. Credit Risk

Credit risk is the risk that an Issuer or other counterparly to an investment will not fulfilf its obligations. The ratings of securilies by
nalionally recognized rating agencles are designed to give an indicallon of credit risk. Al year end, the Cify was not significantly
exposed {o credil risk.

At September 30, 2010, the City's investments, ofher than those which are obligations of or guaranteed by the U.S. Government, are
rated to credit quality as follows:

Investment Standard & Poor's Rating
Texpool AAAM
b. Custedial Credit Risk

Deposits are exposed to cusiodial credit risk if they are nol covered by deposilory Insurance and the deposits are uncollateralized,
collateralized with securiiles held by the pledging financial institution, or collateralized with securities held by he pledging financial
Institution’s trust department or agent but not in the City's name.

Invesiment securities are exposed to cusledial credit risk If the securilies are uninsured, are not registered in the name of the
government, and are held by elther the counierparly or the counterparly's trust department or agent but not in the Cily's name.

Al year end, he Cily was not exposed o custodial credil risk,

C. Concentration of Credit Risk

This risk Is the risk of loss atiributed fo the magnituds of a government's invesiment in a single Issuer. At year end, the Cily was not
exposed to concenlration of credit risk,

d. Interest Rate Risk

This is the risk that changes in Interest rates will adversely affect the falr value of an investment. Al year end, the City was not
exposed to interest rate risk.

e Farelgn Currency Risk

This is the risk that exchange rates will adversely affect the falr value of an Investment. Af year end, the Cily was not exposed to
foreign currency risk.

Investment Accounting Policy

In accordance wilh GASE Statement No, 31, the Cily's general policy is to repol money market investments and shori-term pariicipating interest-
earning investment contracls at amortized cost and to report nonparticipating interest-earning invesiment 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 other factors, It is
reported at fair value. All other Investments are reported at fair value unless a legal contract exists which guarantees a higher value. The term "shorl-
term" refers io Invesiments which have a remaining term of one year or less at ime of purchase. The term "nonparticipating” means that the
investment's value does not vary with market interest rate ¢changes. Nonnegotiable cerlificates of deposit are examples of nonparticipating inferest-
earning Investment conlracts.
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 10 - DEPOSITS AND INVESTMENTS (CONTINUED)

Public Funds Investment Pools

Public funds investment pools in Texas ("Pools") are established under the authoerily of the Intertocal Cooperation Acl, Chapter 79 of the Texas
Government Code, and are subject to the provisions of the Public Funds Invesiment Act {"the Act"), Chapter 2256 of the Texas Goverameni Code, In
addition to other provislens of the Act designed lo promote liquidily and safety of principal, the Act requires Pools fo: 1) have an advisery board
composed of particlpants In the pools and other persons who do not have a business relationship with the peol and are qualified to advise lhe pool; 2)
maintain a conlinvous rafing of no lower than AAA or AAA-m of an equivalent rating by at least ons nationally recognized raling service; and 3)
maintain the market value of its underlying investment portfolio within one half of one percent of the value of its shares.

The City's investments in Pools are reporied at an amount determined by the fair value per share of the pool's underlying portfolio, unless the pool is a
2a7-like, in which case they are reported at share value. A 2a7-like pool is one which is not registered with the Securities and Exchange Commlssion
{"8EC"} as an invesimen! company, but nevertheless has a policy that it will, and does, operate in a manner consistent with lhe SEC's Rufe 2a7 of the
Investment Company Act of 1940.

NOTE 11 - COMMITMENTS AND CONTINGENCIES

Contingencies
The City participates in certain federal and state assisted granf programs. These programs are subject lo program compliance audits by the graniors

or thair representalives. Any liabilily for reimbursement which may arise as a resulf of these audits is not believed {o be material,

Liabilities
Various claims and lawsuits are pending against the Cily. In the opinion of City management, after consultation with legal counsel, the polential loss

on all claims and lawsuils will not materially affect the City's financlal position.

Commilments
The City had the following contractual obligations at September 30, 2010 in connection wilh conskruction projects:

Contraclor - Slandpipe Improvements $ 152,682
Contractor - Water Line Improvements 28,130
Contractor - Water Treatment Plant Improvements 1,212,097

S 1302808
These projecis will be fundad with remaining proceeds of the 2008 Cerlificates of Obligation and with grant funds.

NOTE 12 - SUBSEQUENT EVENTS

Managemen! has evaluated subsequent evenls through March 2, 2011, lhe date on which the financial statements were available lo ba issued.
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CITY OF WHITE OAK, TEXAS

GENERAL FUND

BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED SEPTEMBER 30, 2010

REVENUES:
Property taxes
Franchise taxes
Sales axes
Licenses, permits and fees
Fines, forfeitures and penalties
{nvestment income
Grant revenues
Miscellaneous

TOTAL REVENUES

EXPENDITURES:
General government
Public safety
Public works
Developmental services
Recreation

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOQURCES (USES):
Transfers

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

AND OTHER USES
FUND BALANCE, OCTOBER 1, 2009

FUND BALANCE, SEPTEMBER 30, 2010

Variance with

Budgeted Amounts Final Budget

Positive

Original Final Actual (Negalive)
$ 1,589,329 $ 1,588,329 $ 1,577,846 3 {11,483}
288,800 298,800 320,766 21,866
620,000 620,000 499,573 {120,427}
12,500 12,500 16,338 6,836
134,700 134,700 134,206 (494)
18,000 18,000 22,552 4,552
194,854 219,341 194,700 (24,641}
29,450 29,450 42,713 13,263
2,897,733 2,922,220 2,811,692 (110,528)
671,510 662,182 644,424 17,758
1,395,369 1,440,914 1,481,579 (40,665)
509,961 524,132 323,830 200,302
36,346 37,102 35,592 1,510
333,547 362,554 340,733 21,821
2,947,733 3,026,884 2,826,158 200,726
(50,000) (104,664) {14,466) 90,198
50,000 50,000 - {50,000}
50,000 50,000 - {50,000}

- (54,664) {14,4686) 40,198
2,672,914 2,672,914 2,672,814 -
$ 2672914 $ 2,618,250 $ 2,658,448 $ 40,198
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CITY OF WHITE QAK, TEXAS
SCHEDULE OF FUNDING PROGRESS
TEXAS MUNICIPAL RETIREMENT SYSTEM
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Actuarial Actuarial Acluariat Unfunded UAAL as a
Valuation Value of Accrued Funded AAL Covered Percentage of
Date Assets Liability (AAL} Ratio {UAAL) Payroll Covered Payroll
(1 2) 3) @ (5} 6)
(1)/(2) @- (4)/(5)
12131107 3,466,301 5,083,865 68.2% 1,617,564 1,444,234 112.0%
12/31/08 3,032,985 4,831,818 62.8% 1,798,833 1,549,014 116.1%
12/31/09 2,446,070 4,379,093 55.9% 1,833,023 1,684,965 114.7%
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OPERATING REVENUES:
Waler revenue
Sewar revenue
Sanilalion revenue
Penallies
Instatiment fees
Misceltlanecus revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
Administration
Water supply
‘Water distribution
Water purification
Sanitary sewer maintenance
Sanitary sewer treatment
Depreciation and amortization
Miscellaneous
Capital outlay

TOTAL OPERATING EXPENSES
OPERATING INCOME {LOSS)

NONOPERATING REVENUES (EXPENSES)
Inwvestmenl proceeds
Loss on disposilion of assels
Grant preceeds
Debt sarvice - interest
Drebt service - feas
Debt service - principal

TOTAL NONOPERATING REVENUES (EXPENSES)
TRANSFERS
NET INCOME (LOSS)

NET ASSETS - BEGINNING
NET ASSETS - ENDING

CITY OF WHITE OAK, TEXAS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS-
BUDGET {NON-GAAP BASIS) AND ACTUAL - PROPRIETARY FUND TYPE

FOR THE YEAR ENDED SEPTEMBER 30, 2010

Variance with
Actuat Adjustments Actuat Final Budget

Budgeled Amounts GAAP Budget Budge! Positive

Qriginal Final Basls Basls Basis {Negalive)
$ 1216364 § 1216364 §& 1,264,728 - § 1,284,728 § 48,364
636,036 636,036 652,119 . 652,119 16,083
47,605 47,605 62,931 - 62,931 15,328
23,000 23,000 32,448 - 32,448 9,448
30,500 30,500 25,604 - 25,604 (4,896)
2,000 2,000 3,725 - 3,725 1,725
1,955,505 1,955,505 2,041,555 - 2,041,555 86,050
66,469 67,262 67,439 - 67,439 {177
134,679 134,679 130,164 - 130,154 4,525
154,223 161,027 153,593 - 153,693 7.434
452,000 454,248 488,457 - 489,457 {35,209)
174,388 171,089 166,508 - 166,508 4,581
208,122 209,851 191,516 - 191,515 18,336
- - 524,415 (524,415) - -
7,600 7,000 6,031 - 6,031 69
857,271 857,271 - 660,305 660,305 196,966
2,055,163 2,062,427 1,728,112 135,890 1,865,002 197.425
{99,648) {106,922} 312,443 {135,890) 176,553 283,475
18,000 18,000 11,005 - 11,005 (6,995)
569,969 560,969 361,808 - 361,808 (208,161)
(184,583) (184,983) (183,858) - (183,868) 1,125
(3,000} {3,000) (2,800) - (2,800} 200
(315,000} (315,000) - {315,000} (315,000 -
84,986 84,986 186,155 {315,000) (128,845) {213,831)
(14,662} (21,436) 498,598 {450,880) 47,708 £9,644
7,402,409 7,402,409 7,402,408 - 7,402,409 -
$ 7,387,747 8 7,380473 $ 7,901,007 (4508000 $ 7450417 $§ 69,644
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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

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 AUBITING STANDARDS

Honorable Mayor and City Council
City of White Oak, Texas

We have audited the financial slatements of the governmental aclivities, the business-lype aclivily, the discretely
presented component unif, each major {und, and the aggregate remaining fund information of the Cily of White Oak,
Texas, as of and for the year ended September 30, 2010, which collectively comprise the City of White Cak, Texas' basic
financial statements and have Issued our report thereon dated March 2, 2011, We conducted our audit in accordance
with auditing slandards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptrolier General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of White Oak, Texas' intetnai control over financiat reporling
as a hasis for designing gur 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', internal control
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 deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned funclions, to prevent, or detect and correct misstatements on a timely
basis. A malerial weakness is a deficiency, or combination of deficiencies, in internal contro! such that there is a
reasonable possibility that a material misstatement of the City's financial stalements will not be prevented, or detected
and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over financial reporiing that might be
deficiencies, significant deficiencles, or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be malerial weaknesses, as defined above.

Compliance and Other Malters

As part of obtaining reasonable assurance about whether the Cily of White Oak, Texas' financial statements are free of
material misstatement, we performed tesls of its compliance with certain provisions of laws, regulalions, contracls and
grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do nof express such an opinion. The resulls of our tesls disclosed no instances of noncompliance or
other matters that are required to be reporled under Government Auditing Standards.
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We noted certain matters that we reported to management of City of White Oak, Texas, in a separate letter dated March
2, 2011,

This report is intended for the information and use of management; City Council; and federal awarding agencies and pass.
through entities and is not intended to be and should not be used by anycne other than these specified parties.

‘-Kmd%w:»& Qnogeiaden), P.C.

Karen A. Jacks & Associates, P.C.
Longview, Texas
March 2, 2011
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CITY OF WHITE OAK, TEXAS
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Findings Relating fo the Financial Statements which are Required to be Reported in Accordance with Generally
Accepted Government Audifing Standards

Program Finding Status
Finding #2009-1 City staff had not adjusted all financial statement This finding was not
accounts to reflect accurale year-end balances repeated in the current
prior to the start of the audit. Malerial audit  vear.
adjustments were required to correct these
balances.
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CITY OF WHITE OAK, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

A.  Summary of Auditors' Results

Financial Statements

Type of auditors' report issued: Ungualified
Internal control over financial reporting:
Material weakness(es) identified? o Yes X No

Significant deficiency{ies} identified that are not

considered to be material weaknesses? Yes X None Reported

Noncompliance material to financlal statements noted? Yes X No

B. Financial Stalement Findings

None

44



CITY OF WHITE OAK, TEXAS
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2010

None required.
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Federal Grantor: U.S. Department of Housing and Urban Development

GITY OF WHITE DAK, TEXAS

Pass Through Grantor. Texas Department of Rural Affairs

CFDA Number 14.228
Project Number 728057

Contract Period 05/07/2009 - 05/06/2011

REVENUE
Federal/Stale
Local

TOTAL REVENUE

EXPENDITURES
Federal/State:
Water Facililies
Engineering
Administration
Local:
Water Facitilies
Administration

TOTAL EXPENDITURES

EXCESS REVENUE OVER EXPENDITURES

SCHEDULE OF GRANT REVENUES AND EXPENDITURES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Actual
Prior Years Cutrent Year

Budgat Federal Local Federal Local Total Varance
$ 158,000 & 13,375 - $ 143,225 - $ 156,600 5 {1,400
32,000 - 500 - 34,021 34,621 2,621
150,000 13,375 500 143,225 34,021 181,121 1,121
118,000 - - 119,000 - 119,000 -
21,000 4,375 - 16,625 - 21,000 -
18,000 9,000 500 7,600 - 17,100 900
31,000 - - - 34,021 34,021 (3.021)
1,000 - - - - - 1,000
190,000 13,375 500 143,225 34,021 191,121 {1,121)
$ -8 - - 8 - -8 - 8 -
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Federal Grantor: U.S, Depariment of Housing and Urban Development

CITY OF WHITE OAK, TEXAS

Pass Through Grantor: Texas Department of Rural Affalrs

CFDA Number 14.225
Project Number 728720
Contract Period 09/15/2008 - 09/14/2011

REVENUE
Federal/State
ARRA Funding
Local

TOTAL REVENUE

EXPENDITURES

Federal/State:
Water Facilitias
Water Facllities - ARRA
Englneering

Local:
Water Facilities
Administration

TOTAL EXPENDITURES

EXCESS REVENUE OVER EXPENDITURES

SCHEDULE OF GRANT REVEMNUES AND EXPENDITURES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Actual
Prior Years Current Year

Budget Federat Local Federal Local Tota! Variance
$ 240,182 - $ 197,165 - % 197,465 §  (43,047)
6,693 - 6,693 - 6,693 -
49,375 5,107 - 26,893 32,000 {17,375)
296,250 5107 203,658 26,893 236,858 (60,382)
198,182 - 157,665 - 157,665 40,517
6,693 - 6,693 - 6,693 -
42,000 - 39,500 - 39,500 2,600
19,375 - - 15,000 15,000 4,375
30,000 5,107 - 11,893 17,000 13,000
296,250 5107 203,858 26,893 235,858 60,392
$ - -8 - - 8 - 8 -
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CITY OF WHITE OAK, TEXAS
SCHEDULE OF GRANT REVENUES AND EXPENDITURES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Federal Grantor: U.S, Depariment of Housing and Urban Development
Pass Through Grantor: Texas Depadment of Rusal Affairs

CFDA Number 14.228

Project Number DRS010202

Contract Period 12/01/2009 - $1/30/2011

Actuat
Prict Years Current Year
Budget Federal Local Federal tocal Tolal Variance
REVENUE
FederalfSiate $ 170,794 $ CEE-1 = 0§ 14725 $ $ 14725  § (156,060)
Local 3,206 - - - - {3,208}
TOTAL REVENUE 174,000 - - i4,725 14,725 {159,275}
EXPENDITURES
Federal/State:
Sewer Facilities 136,794 - - . . 136,794
Engineering 20,000 . 8,000 8,000 12,000
Planning/Project Delivery 14,000 - - 6,725 6,725 7,275
Local:
Sewer Facilities 3,206 - - - - 3,206
TOTAL EXPENDITURES 174,000 - - 14,725 14,726 159,275
EXCESS REVENUE OVER EXPENDITURES $ - 3 - $ - $ - $ 3 - $ -
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KAREN A. JACKS & ASSOCIATES, P.C.

Certified Public Accountants

P.0. Box 3167
Karen A. Jacks, CPA Longview, Texas 75606 Phone: 803+238-8822
Peggy J. Lantz, CPA
Sherry Davis, CPA 1501 Colony Circle Fax: 503+238+9838

Longvtew, Texas 75604

March 2, 2011

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, 2010, we considered the City’s internal
control over financial reporting 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 over financial reporting,

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 March 2, 2011, This
letter does not affect our report dated March 2, 2011, on the financial statements of
the City of White Oak, Texas.

PRIOR YEAR CONSIDERATIONS

Cash Management

In previous audits, we reported that the City’s water fund share of the pooled
checking account was in overdraft on the books. In addition, the water fund also
owed the payroll account. 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. We also recommended that City staff develop a plan for
repaying the balance owed to the general fund.
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Mayor and City Council
March 2, 2011
Page Two

As of September 30, 2010, the Water Fund owed the General Fund $195,959, a
reduction of $9,872 from the prior year.

Capital Asset Transfers

While performing audit procedures related to capital assets in the prior year, 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
recommended that City staff develop a system for tracking these assets so that these
transfers are recorded correctly in the accounting records, All assets were recorded
in the proper funds at September 30, 2010 and we consider this matter to be closed,

Water Billings

During our prior year audit, we observed that the current water rates had not been
entered into the billing software correctly. As a result, accounts were underbilled
for the year ended September 30, 2009. We recommended that the billing system be
checked for accuracy each time that the rates change. As of September 30, 2010,
the water rates in the billing software were correct. Therefore, we consider this
matter to be closed.

Municipal Court Revenue

During our prior audit, we observed that municipal court revenue was not deposited
on a timely basis throughout the fiscal year. In some cases, collections were held
for up to two weeks before deposits were made. We recommended that these
deposits be made at least weekly.

Deposits were made more frequently during the year ended September 30, 2010 and
we consider this matter to be closed.

Interest and Sinking Transfers
During the year ended September 30, 2009, transfers to interest and sinking funds

to retire the City’s debt were not made in equal amounts each month, During the
months of February-September of 2009, staff only transferred enough to make an
interest payment that was due in September. As a result, much larger transfers
were needed in subsequent months to accumulate enough resources for the next
payment. The City’s bond advisor has provided a schedule of estimated monthly
contributions for the remaining lives of all outstanding debt issues. We
recommended that management consider making monthly transfers based upon
these estimates. During the year ended September 30, 2010, staff began making



Mayor and City Council
March 2, 2011
Page Three

transfers based upon the schedule. We consider this matter to be closed.

CURRENT YEAR CONSIDERATIONS

None.

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.

“ﬁm&_gm 4 d/nac.t.aﬁ/y, P,

Karen A. Jacks & Associates, P,C,



