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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and City Council
City of White Oak, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate rem ing fund
information of the City of White Oak, Texas as of and for the year ended September 30, 2013, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and pe rm the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not fc he
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of the City of White Oak, Texas, as of
Septémber 30, 2013, and the respective changes in financial position, and, where applicable, cash flows thereof

for the year then ended in accordance with accounting principles generally accepted in the United States of
America.
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CITY OF WHITE OAK, TEXAS
MANA IENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2013

As management of the City of White Oak, (the “City”) we offer readers of the City’s financial statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended September 30, 2013. The
Management's Discussion and Analysis is designed to assist the reader in focusing on significant financial issues, to
provide an overview of the City’s financial activity, to identify changes in the City’s financial position and to identify any
material deviations from the financial plan. We encourage readers to consider the information presented here in
conjunction with the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

The total government-wide net position amount for the fiscal year ended September 30, 2013 is
$16,873,865.

The combined change in net position is a decrease of $127,959.

The total fund balance in the general fund is $2,740,702. This reflects a decrease of $11,601 from the
previous fiscal year.

The total net position for the City’s Enterprise (Water & Sewer) Fund is $8,262,980, which was an
$82,013 decrease over fiscal year 2012.

As of September 30, 2013, the General Fund has $2,686,651 in unrestricted funds and the Enterprise
Fund has $752,809.

The City’s long-term debt increased by $5,050,000, leaving a balance due of $8,948,684. This
increase reflects the principal payments on three Certificate of Obligations, one Revenue Bond, and
the Premium on Issuance of Debt for the newly acquired 2013 Certificate of Obligation which are all in
the Enterprise Fund. The City added a third Certificate of Obligation in the amount of $5,420,000 for
multiple water and sewer projects. The General Fund has no long-term ¢ it except for accrued
compensated absences, which at the end of FY 12/13 was $46,448.

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

The statement of net position presents information on all of the City’'s assets and liabilities, with the difference between
the two reported as net position. The statement of net position 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, 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 position changed during the most recent
fiscal year. All of the current year's revenues and expenses are taken into account regardless 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 fu scal periods (e.g. uncollected taxes and earned but not used sick and vacation time). Both the statement of
net n and the statement of activities are prepared utilizing the accrual basis of accounting, as opposed to the
moc ccrual basis used in prior reporting models.
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Figure 2 is the “Change in Net Position.” This is a summary of the “Statement of Activities.” As shown in Figure 1, the
net position of the City’s governmental activities decreased $65,035 and the business-type activities net position
decreased $82,013. A detailed examination of all the elements affecting net position can be found in Figure 2. The
ending net position amount in Figure 2 should match the total net position in Figure 1.

The net position in the governmental activities decreased by $65,035, but at the fund level, it decreased $11,601. The
reconciliation between the decrease in fund balance and the decrease to net position illustrates the difference in
reporting between the modified accrual basis used in the general fund and the full-accrual basis used at the
government-wide level.

The net position in the Water & Sewer Fund decreased $62,924. Above, a net position decrease of $82,013 is noted.
The $19,089 difference between these two amounts is the result of the implementation of GASB Statement No. 65,
Items Previously Reported as Assets and Liabilities during fiscal year 12/13. GASB 65 implementation removes debt
issuance costs previously capitalized and amortized from the Statement of Net Position.

FIGURE 2 - Change in Net _ Governmental Activities  Business-type Activities Total Component Unit - WOEDCO
Position September 30,2013 | 2013 2012 2013 2012 2013 2012 2013 2012 |
Revenues:

Program Revenues:

Charges for service & grants 270,718 272,332 2179,377 2,218,480 | 2,450,095 2490,812 - -
General Revenues:

Taxes 2,490,743 2,313,415 - -} 2,490,743 2,313415 268,845 271,334

Franchise Fees 361,824 372,432 - - 361,824 372,432 -

Other 24,832 41,745 22,709 4,182 47,541 45,927 2,138 3,340

Total Revenues 3,148,117 2,999,924 | 2,202,086 2,222,662 | 5,350,203 5,222,586 270,983 274,674

Expenses:

General Government 760,397 740,351 - - 760,397 740,351

Public Safety 1,603,259 1,621,369 - -1 1603259 1,621,369

Public Works 485,111 578,874 - - 485,111 578,874

Development Services 37,381 35,839 - - 37,381 35,839

Culture & Recreation 327,004 347,032 - - 327,004 347,032

Water Utilities - -| 2,265,010 1,921,494 | 2265010 1,921,494

’ Total Expenses 3,213,152 3,323,465 | 2,265010 1,921,494 | 5478,162 5,244,959 354,804 311,667

Transfers In (Out) - - - - - - -
Change in Net Position (65,035)  (323,541) (62,924) 301,168 (127,959) (22,373) (83,821) (36,993
Prior Period Adjustment - - (19,089) - (19,089) -
Net Position, Beginning 8,675920 8,999,461 | 8,344,993 8,043,823 | 17,020,913 17,043,284 601,093 638,086 |
Net Position, Ending 8,610,885 8,675,920 | 8,262,980 8,344,993 | 16,873,865 17,020,913 517,272 601,C
















Debt Administration

Long-term debt: At the end of the current fiscal year, the City had an outstanding total bonded debt of $8,725,000
consisting of three Certificate of Obligations and one Revenue Bond, all of which are in the Water & Sewer Fund. Also
included in the Water & Sewer Fund is the Premium on Issuance of Debt for the newly acquired 2013 Certificate of
Obligation in the amount of $177,236. All debt payments were paid when due and decreased the debt total from FY
2012 by $370,000. (See Note 5 — Long-Term Debt) A breakdown in balances per debt type is below in Figure 6. A
new 2013 Certificate of Obligation in the amount of $5,420,000 was secured to provide funding for the expansion of
the sewer treatment plant's oxidation ditches, water treatment plant clarifier rehat ation, and to finish the radio-read
water meter replacement project. The difference between the new debt acquired and the old debt retired, is an
increase of $5,050,000 to the City’s long-term debt balance. The General Fund has no debt except for the Accrual for
Compensated Absences, which at the end of fiscal year 12/13 was $46,448.

FIGURE 6 - Outstanding Debt Govemnmental Activities Business-type Activities Total
September 30, 2013 2013 2012 2013 2012 2013 2012

Certificate of Obligations - - 8,400,000 3,195,000 8,400,000 3,195,000
Revenue Bonds - - 325,000 480,000 325,000 480,000
Premium on Issuance of Debt -

2013 Certificate of Obligation - - 177,236 - 177,236 -
Accrual for Compensated

Absences 46,448 52,414 - - 46,448 52,414

TOTAL 46,448 52,414 8,902,236 3,675,000 8,948,684 3,727,414 I

The City’s bond rating with Standard & Poor's is classified as an “AA” rating. An “AA” rating by S&P means the entity
has a very strong capability to meet financial commitments.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

G~ nental funds

At the end of FY 2013, unemployment in the Longview area was 5.5%, which was lower than the state’s 6.3%
unemployment rate. Taxable assessed properties increased approximately $732,576. The increase between 2012 and
2013 in net assessed valuation was less than .20%. This fiscal year's tax rate was inc ~ sed $.011/100 from $.52/100
to $.52011/100. While there were decreases in oil and gas minerals, there was over a $3,644,000 increase in single-
family residential property, and there .is a new subdivision of approximately thirty homes currently under construction
between Center and Ruth streets.

Sales tax revenue, the second largest revenue source for the City’s General Fund decreased $4,979 or less than 1%
« pared  FY 2012. This ¢ vis not  cot n because of the as with state sales and use tax, e.g.
refunds for sales tax paid erroneously, state comptroller errors.

For the upcoming General Fund budget, while keeping the same level of service for citizens, the tax rate was adopted
at the effective rate of $.52011/100 and minimal capital expenditures will be budgeted. These projects include ¢ park
improvements, lighting for the softball field, and together with WOEDCO and White Oak ISD the high school baseball
field will be completely rebuilt. This project is budgeted at $1,050,000.
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Proprietary funds

For the upcoming FY 2014 Water & Sewer Fund budget, there are no plans to increase utility rates while sustaining
the same great level of water quality and customer service. There will be several capital expendituresbu ¢ dv ct
will be funded by the remaining 2008 Certificate of Obligation funds, the new 2013 Certificate of Obligation funds or by
user fees. The City’s water and sewer rates continue to be lower than the local and state averages.

REQUEST FOR INFORMATION

The financial report is designed to provide an overview of the municipality’s financials for those with an interast in this
area. If you have questions about this report or need any additional information, cor  :t the City of White < at 906
S. White Oak Rd., White Oak, Texas 75693, or call (903) 759-3936 Ext. 7024.

12
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ASSETS
Cash
Temporary investments
Receivables (net of allowance for uncollectibles):
Taxes
Accounts
Other
Prepaid expenses
Restricted assets:
Cash
Notes receivable
Capital assets (net of accumulated depreciation):
Land
Buildings and improvements
Water and sewer system
Machinery and equipment
Infrastructure
Construction in progress

Total assets

LIABILITIES
Accounts payable
Accrued wages payable
Payable from restricted assets
Accrued interest
Meter deposits
Accrual for compensated absences
Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities

NET POSITION
Net investment in capital assets
Restricted for debt service
Restricted for other purposes
Unrestricted

Total net position

(The accompanying nc

CITY OF WHITE OAK, TEXAS
STATEMENT OF "POSITION
SEPTEMBER 30, 2013

Primary Government

Component Unit

Governmental Business-type
Activities Activities Total WOEDCO

$ 1,386,008 $ 610,772 $ 1,996,780 $ 125,337
1,400,000 - 1,400,000 -
100,791 - 100,791 32,348
- 404,186 404,186 -
30,419 - 30,419 23,431
162 - 162 -
- 6,359,279 6,359,279 -
- - - 336,625
373,746 96,824 470,570 -
582,283 80,474 662,757 -
- 9,670,474 9,670,474 -
557,593 126,705 684,298 83
4,338,824 - 4,338,824 -
22 090 11,885 39,975 -
8,r9/,916 17,360,599 26,158,515 K47 824
109,683 25,959 135,642 552
30,900 6,573 37,473 -
- 24,384 24,384 -
- 121,575 121,575 -
46,448 16,892 63,340 -
- 380,000 380,000 -
- 8,522,236 8,522,236 -
187,031 9,097,619 9,284,650 552
5,880,536 7,000,443 12,880,979 83
- 509,728 509,728 -
43,698 - 43,698 517,189
2,686,651 752,809 3,439,460 -
$ 8610885 $ 8262980 $ 16,873,865 $ 517,272

are an integral part of these financial
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Eunctions/Programs
Primary government:
Govemmental activities:

General government
Public safety
Public works
Developmental services
Recreation

Total governmental activities

Business-type activities:
Water utilities

Total primary government

Component unit;
WOEDCO

JAK

AC’
FOR1 [EPTEMBER 30, 2013
Net (Expense) Revenue and
Program Revenues Changes in Net Position
Capital Primary Government Component Unit
Charges for Grantsand  Governmental Business-type
Expenses Services Contributions Activities Activities Total WOEDCO
$ 760397 $ 27,641 $ - $ (732,756) $ - $ (732,756) $ -
1,603,259 157,796 24,978 (1,420,485) - (1,420,485) -
485,111 - - (485,111) - (485,111) -
37,381 - - (37,381) - (37,381) -
327,004 18,279 42,024 (266,701) - (266,701) -
3,213,152 203,716 67,002 (2,942,434) - (201" *"4) -
2,265,010 2,153,740 25,637 - (85,633) (85,633) -
$ 5478162 $ 2357456 $ 92,639 §$ (2,942434) $ (85,633) $ (3,028,067) $ -
$ 354,804 - - - - - (354,804)
General revenues
Property taxes 1,953,053 - 1,953,053 -
Sales taxes 537,690 - 537,690 268,845
Franchise taxes 361,824 - 361,824 -
nrestricted investment eamings 15,259 6,254 21,513 2,138
I sellaneous 9,573 - 9,573 -
ain/loss on disposition of assets - 16,455 16,455 -
Total general revenues and transfers 2,877,399 22,709 2,900,108 270,983
Change in net position (65,035) (62,924) (127,959) (83,821)
Net position - beginning 8,675,920 8,344,993 17,020,913 601,093
Prior period adjustment - (19,089) (19,089) -
Net position - beginning, as restated 8,675,920 8,325,904 17,001,824 ant 093
Net position - ending $ 8610885 $ 8,262,980 $ 16,873,865 $ 211,272

(The accorr gn

n al

ncial statements.)



CITY OF WHITE OAK, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2013

ASSETS AND OTHER DEBITS:
Cash
Temporary investments
Receivables:
Taxes
Miscellaneous
Prepaid expenditures

TOTAL ASSETS

LIABILITIES, DEFERRED INFLOWS AND FUND BALANCE:
LIABILITIES:

Accounts payable
Accrued wages

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:
Deferred property taxes

FUND BALANCE:
Fund balance - nonspendable
Fund balance - restricted
Fund balance - unassigned

TOTAL FUND BALANCE

TOTAL LIABILITIES, DEFERRED INFLOWS,
AND FUND BALANCE

(The accompanying notes are an integral part of these financial statements.)
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General
Fund

$ 1,386,008
1,400,000
100,791
30,419

162

® 2017380

$ 109,683

30,900

140,583

36,095

162
43,698

2,696,842

2740702

$ 2,917,380



' EXAS

RECONCILIATION OF .FU 3ALANCE SHEET
TOTH "PC N
13
Total fund balances - governmental funds balance sheet $ 2,740,702

Amounts 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 5,880,536

Property taxes receivable unavailable to pay for current period expenditures are

deferred in the funds. 36,095

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

are not reported in the funds. _ (46,448
Net assets of governmental activities - statement of net position % R610,885

accon i n¢ sa anin  alpartof these financ  statements.)
1/



STATEMENT OF REVENUES, EXPENDITURES, AND CHANC

CITY OF WHITE OAK, TEXAS

GOVERNMENTAL FUNDS

» IN FUND BALANCES

FOR THE YEAR ENDED SEPTEMBER 30, 2013

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

TOTAL REVENUES

EXPENDITURES:
General government
Public safety
Public works
Developmental services
Recreation

TOTAL EXPENDITURES

General Fund

$

1,952,627
361,824
537,690

27,641
157,796
18,279
15,259
67,002
18,170

3,156,288

925,427
1,611,930
307,829
36,570
286,133

3,167,889

EXCESS (DEFICIENCY) OF REVENUES OVER(UNDER) EXPENDITURES

NET CHANGE IN FUND BALANCE
FUND BALANCE, OCTOBER 1, 2012

| FUND BALANCE, SEPTEMBER 30, 2013

(11,601

(11,601)
2,752,303

2,740 702

(The accompanying notes are an integral part of these financial statements.)
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CITY K, TEXAS
RECONCILIATION OF THE F REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Net change in fund balances - total governmental funds $ (11,6C

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

Capital outlays are not reported as expenses in the SOA. 397,313

The depreciation of capital assets used in governmental activities is
not reported in the funds. (449,068)

Certain property tax revenues are deferred in the funds. This is the
change in these amounts this year. 426

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

funds but not the SOA. (8,600)
The loss on disposition of capital assets is not reported in the funds. 527
(Increase) decrease in accrual for compensated absences. 5,967
Rounding 1
Change in net position of governmental activities - statement of activities =$ /RS,&__S_)_
- mpanying notes € 1 al| 1tof these financial statements.)
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1ITE OAK, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUND
SEPTEME 30, 2013

Water
Utilities
ASSETS:
Current assets:
Cash $ 610,772
Accounts receivable 404,186
Restricted assets:
Cash 6,359,279
Noncurrent assets:
Land 96,824
Construction in progress 11,885
Capital assets, net 9,877,653
TOTAL ASSETS 17,360,599
LIABILITIES:
Current liabilities:
Accounts payable 25,959
Accrued wages 6,573
Accrual for compensated absences 16,892
Payable from restricted assets:
Accrued interest payable 24,384
Customer deposits 121,575
Noncurrent liabilities:
Due within one year 380,000
Due in more than one year 8,522,236
TOTAL LIABILITIES 9,097,619
NET POSITION:
Net investment in capital assets 7,000,443
Restricted for debt service 509,728
Unrestricted 752,809
TOTAL NET POSITION $ 8,22 A80
(The accompanying 2 anintegral  toft fine al:" = w )
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( JAK, TEXAS
STATEMENTOFREVEN ., 5 AND CHANGES IN NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Water
Utilities
OPERATING REVENUES:
Water revenue 1,362,671
Sewer revenue 628,915
Sanitation revenue 62,945
Penalties 37,345
Installment fees 53,325
Miscellaneous revenue 8,539
TOTAL.OPERATING REVENUES 2,1563,74n
OPERATING EXPENSES:
Administration 69,001
Water supply 130,987
Water distribution 151,944
Water purification 494,799
Sanitary sewer maintenance 187,431
Sanitary sewer treatment 255,004
Depreciation 564,656
Miscellaneous 49,999
TOTAL OPERATING EXPENSES 1,903,821
OPERATING INCOME 249,919
NONOPERATING REVENUES (EXPENSES)
Investment proceeds 6,254
Gain on disposition of assets 16,455
Grant proceeds 25,637
Debt service - interest (208,125)
Debt service - issuance costs and fees (153,064)
TOTAL NONOPERATING REVENUES (EXPENSES) (312,843)
CHANGE IN NET POSITION (62,924)
TOTAL NET POSITION - BEGINNING 8,344,993
PRIOR PERIOD ADJUSTMENT (19,089)
TOTAL NET POSITION - BEGINNING, AS RESTATED 8,325,904
TOTAL NET POSITION - ENDING f 2R QAN

(The >ompanying notes are an integral part of these financial statements.)
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Z OAK, TEXAS
* CASH FLOWS
ARY FUND
FOR ¢ .. .-...BER 30, 2013

Water
Utilities
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash receipts from customers for water sales and sewer service $ 2,235.904

Cash payments to employees (404 6)

Cash payments for goods and services (976,543)
NET CASH PROVIDED BY OPERATING ACTIVITIES 855,115
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Purchase of capital assets (120,833)

Proceeds from sale of assets 16,455

Grant proceeds 25,637

Proceeds from issuance of debt 5,420,000

Premium on issuance of debt 182,496

Principal paid on debt (370,000)

Interest paid on debt (201,411)

Issuance costs and fees paid on debt (153,064)
NET CASH PROVIDED BY FINANCING ACTIVITIES 4,799,280
CASH FLOWS FROM INVESTING ACTIVITIES:

Investment proceeds 6,2
NET CASH PROVIDED BY INVESTING ACTIVITIES 6,254
NET INCREASE IN CASH AND CASH EQUIVALENTS 5,660,649
CASH AND CASH EQUIVALENTS - OCTOBER 1, 2012 1,309,402
CASH AND CASH EQUIVALENTS - SEPTEMBER 30, 2013 $ AR970,051
CLASSIFIED AS:

Current assets - unrestricted $ 505,881

Current assets - restricted 6,464,170

<« A q70,n:1
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY

OPERATING ACTIVITIES:

Operating income $ 249,919

Adjustments to reconcile operating income to net« :h provided by

operating activities:

Depreciation expense 564,656
(Increase) decrease in accounts receivable 64,665
Increase (decrease) in customer deposits 17,500
Increase (decrease) in accounts payable (43,723)
Increase (decrease) in accrued wages 472
Increase (decrease) in accrual for compensated absences 1,626
Total adjustments R
Net cash provided by operating activities

(The accompanying n are an integral part of these financial statem
22
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AITE OAK. TFXAS
\NCIAL S T8
~~ »=IBER 30,

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
The City reports the following major governmental 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 utilities fund operates the water distribution system, the sewage treatment plant, sewage pumping stations, and collection systems.
Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a proprietary fund's principal ongoing operations. The principal operating

revenues of the Water Utilities Fund are charges to customers for sales and services. All revenues not meeting this definition are reported as
nonoperating revenues and expenses.

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 proprietary fund budget is
adopted on a basis consistent with the accrual basis of accounting except for depreciatirn which is not budgeted and debt principal and capital
outlay, which are budgeted. The budget comparison for the proprietary fund has been ¢ sted to reflect these differences. Unexpended budget
appropriations lapse at year end and do not carry forward to future periods.

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

E. INTERFUND RECEIVABLES AND PA“*"' =S

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 conformity with generally accepted accounting principles requires management to make estimates and
assumptions. This will affect the reported amounts of assets and liabiities, disclosure of contingentassets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

G. CASH EQUIVALENTS

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

H.  RISK MANAGEMENT

The city is exposedto various risks of loss related to torts, thefts, damage or destruction of assets, errors and omissions, injuries to employees, and
natura! disasters. During fiscal year 2012, the City purchased insurance to cover general liabilities. There were no significant reductions in
coverage in the past fiscal year and there were no settlements exceeding liability insurance coverage for each of the past three fiscal years.

L CAIr'™"" ASSETS

Purchased or constructed capital assets are reported at 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 mate extend assets'
lives are not capitalized. A capitalization threshold of $5,000 is used.

Capital assets are being depreciated using the straight-line method over the following estimated useful lives:
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CITY OF WHITE OAK, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Asset Class Years
Buildings 10-50
Building improvements 15-30
Land improvements 10-60
Streets & roads 10-60
Water & 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

J.  EUND EQUITY

The following fund balance élassiﬁcations describe the relative strength of the spending constraints placed on the purposes for which resources can

be used:

a. Nonspendable fund balance ~ amounts that are not in a spendable form (such as inventory and prepaid items) or are required to be
maintained intact;

b. Restricted fund balance - amounts constrained to specific purposes by their providors (such as grantors, bondholders, and higher levels
of government), through constitutional provisions, or by enabling legislation;

c. Committed fund balance - amounts constrained to specific purposes by a government itself, using its highest level of decision-making

authority; to be reported as committed, amounts cannot be used for any other purpose unless the government takes the same highest
level action to remove or change the constraint;

d. Assigned fund balance - amounts a government intends to use for a specific purpose; intent can be expressed by the governing body or
by an official or body to which the governing body delegates the authority;
e. Unassigned fund balance - amounts that are available for any purpose; positive amounts are reported only in the general fund.

City Council establishes (and modifies or rescinds) fund balance commitments by passage of an ordinance or resolution. This is typically done
through adoption and amendment of the budget. in the general fund, the City has a policy to maintain a minimum of six months of operating
expenditures in unassigned fund balance. The City was in compliance with this policy at September 30, 2013.

K. DEFERRED QU™ " ~*%S AND INFLOWS QF RESOURCES

In addition to assets, the statements of financial position (the Statements of Net Position and governmental funds balance sheet) will sometimes
report a separate section for deferred outflows of resources. This separate financial statement element, deferred outflows of resources, represents
a_consumption of net position and/or fund balance that applies to one or more future periods so will not be recognized as an outflow of
resources (expense/expenditure) until i The City had no deferred outflows of resources to rt for the current year.

In addition to liabilities, the statements of financial position will sometimes report a separate section for deferred inflows of resources. This separate
financial statement element, deferred inflows of resources, represents an acquisition of net position that applies to one or more future periods and
so will not be recognized as an inflow of resources (revenue) until that time. The City only has one type of item, which occurs because
governmental fund revenues are not recognized until available under the modified accrual basis of accounting, that qualifies for reporting in this
category. Accordingly, deferred property taxes are reported in the governmental funds balance sheet as deferred inflows. The City did not have
deferred inflows of resources to report in its government-wide or proprietary fund financial statements for the current year.

L. NET POSITION FLOW ASSUMPTION

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g., restricted bond or grant proceeds) and unrestricted
resources. In order to calculate the amounts to report as restricted net position and unrestricted net position in the government-wide and proprietary
fund financial statements, a flow assumption must be made about the order in which the resources are considered to be applied. It is the City's
policy to consider restricted net position to have been depleted before unrestricted net position is applied.
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lITE OAK, TEXAS
NOTES TO FINANCIAL STA1 |[ENTS
SEPTEMBER 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

M. FUND BALA™ "™~ "LOW ASSUMPTIONS

Sometimes the City wilt fund outlays for a particular purpose from both restricted and unrestricted resources (the total of committed, assigned, and
unassigned fund balance). In order to calculate the amount to report as restricted, committed, assigned and unassigned fund balance in the
governmental funds financial statements, a flow assumption must be made about the order in which the resources are considered to be applied. it
is the City's policy to consider restricted fund balance to have been depleted before using any of the components of unrestricted fund balance.
Further, when the components of unrestricted fund balance can be used for the same purpose, committed fund balance is depleted first, followed by
assigned fund balance. Unassigned balance is applied last.

NOTE 2 - COMPLIANCE AND ACCOUNTABILITY

Finance-Relat "~ jal and Contractual Provisions
In accordance witn GASB Statement No. 38, "Certain Financial Statement Note Disclosures," violations of finance-related legal and contractual
provisions, if any, are reported below, along with actions taken to address such violations:

Violation Action Taken
None Not applicable

Deficit fund Balances or Fund Net Asse*~ -~ ==+~ " inds

Following are funds having deficit fund b iet assets at year end, if any, along with remarks which address such deficits:
Fund Name | i | Remarks
None No appucaoie 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 property located in the
City. The assessmentratio of the City is 100 percent of market value. The assessed value for the roll as of January 1, 2012 upon which the 2013 fiscal-
year levy was based, was $381,451,019 and the tax levy was set at $.52 per $100 of assessed valuation.

Taxes were due in January following the October 1 statementdate. Tax collections during the fiscal year ended September 30, 2013, for the fiscal 2013
tax levy were 99.4 percent of the total tax levy for that year.

Delinquent taxes as of September 30, 2013, were $56,299.

The allowance for uncollectible tax receivables is based upon historical experierice in collecting property taxes. Uncollectible personal property taxes are
periodically reviewed and written o hut the City is prohibited from writing off real property taxes without specific statutory authority from the Texas
Legislature. The allowance for unc stible taxes at September 30, 2013 is $20,204.

NOTE 4 - CAPITAL ASSETS

Capital asset activity for the period ended September 30, 2013 was as follows:

Beginning Ending

__ Brlamens Iricreases Decreases Balances
Governmental activities:
Capital assets not being depreciated:
Land $ 201,297 $ 172,449 $ - $ 373,746
Construction in Progress __ tandea 28,090 139,188 28 nan
Total capital assets not being depreciated SU,tOU 200,539 139,188
Capital assets being depreciated:
Buildings & improvements 990,045 - - 990,045
Infrastructure 7,297,280 173,514 - 7,470,794
Furniture and equipment 1,908,001 162,450 40,856 2,020,595
Total capital assets being depreciated 10,195,326 335,964 g, 0F8 10,481,434
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AK, TEXAS

! . STATEMENTS
30, 2013
NOTE 5 - LONG-TERM DEBT (CONTINUED)
Business-type Activities:
Certificates of Obligation
Series 1999, interest at 5.05%,
maturing 3/01/2014 $ 375,000 $ - $ 185,000 $ 190,000 $ 190,000
Series 2008, interest at 3.50-4.25%,
maturing 3/01/2023 2,820,000 - 30,000 2,790,000 30,000
Series 2013, interest at 1.5-3.25%,
maturing 3/01/2033 - 5,420,000 - 5,420,000 -
Revenue Bonds
Series 2001, interest at 3.20-3.95%,
maturing 3/01/2015 480,000 - 155,000 325,000 160,000
Premium on Issuance of Debt - 182,496 5,260 177,236 -
Total Business-Type Activities $ 3,675,000 $ 5,602,496 $ 375,260 $ 8,802,236 $ 380,000
Total Long-term Debt @ 3,727,414 $ 5,602,496 $ 381,226 $ 8,948,684 $ 380,000
Aggregate maturities of long-term debt subsequent to September 30, 2013 are as follows:
Business-type activities:
Year Ending
September 30 Principal Interest Total
2014 $ 380,000 $ 279,036 $ 659,036
2015 390,000 264,206 654,206
2016 405,000 250,929 655,929
2017 415,000 236,873 651,873
2018 430,000 222,604 652,604
2019-2023 2,385,000 883,269 3,268,269
2024-2028 1,995,000 523,781 2,518,781
2029-2033 2,325,000 184,013 2,509,013
v 8,725,000 $ 2,844,711 $ 11,560 744

NOTE 6 - EMPLOYEE BENEFITS

A.

PLAN DESCRIPTION

The City provides pension benefits for all of its eligible employees through a non-traditional, joint contributory, hybrid defined benefit plan in the state-
wide Texas Municipal Retirement System (TMRS), an agent multiple-employer public employee retirement system. The plan provisions that have
been adopted by the city are within the options available in the governing state statutes of TMRS.

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and required supplementaryinformation
(RSI) for TMRS; the report also provides detailed explanations of the contributions, benefits and actuanal methods and assumptions used by the
System. This report may be obtained from TMRS' website at www. TMRS.com.

The plan provisions are adopted by the City Council, within the options available in the state statutes governing TMRS. Plan provisions for the City

were as follows:
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E OAK, TEXAS

NO’ CIAL STATEMENTS
SEPTEMBER 30, 2013
NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)

Plan Year 2012 Plan Year 2013
Employee deposit rate 7% 7%
Matching ratio (city to employee) 2to1 2to1
Years required for vesting 5 5

Service retirement eligibility (expressed as
agelyears of service) 60/5, 0/20 60/5, 0/20

100% Repeating, 100% Repeating,

Updated Service Credit Transfers Transfers
70% of CPI 70% of CPI
Annuity Increase (to retirees) Repeating Repeating

B. CONTRIBUTIONS

Under the state law governing TMRS, the contribution rate for each city is determined annually by the actuary, using the Projected Unit Credit
actuarial cost method. This rate consists of the normal cost contributionrate and the prior service cost contribution rate, which is calculatedto be a
level percent of payrolt from year to year. The normal cost contribution rate finances the portion of an active member's projected benefit allocated
annually; the prior service contribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the applicable period for that city.

Both the normal cost and prior service contribution rates include recognition of the projected impact of annually repeating benefits, such as Updated
Service Credits and Annuity Increases.

The City contributes to the TMRS Plan at an actuarially determined rate. Both the employees and the City make contributions monthly. Since the

City needs to know its contribution rate in advance for budgetary purposes, there is a one-year delay between the actuarial valuation that serves as
the basis for the rate and the calendar year when the rate goes into effect.

The annual pension cost and net pension obligation/(assets) are as follows:

Annual required contribution (ARC) $ 253,632
Interest on net pension obligation -
Adjustment to the ARC -
Annual pension cost 253,632
Contributions made 7%3,632_

Increase{decrease) in net pension -
Net Pension Obligation/(Asset), beginning of year -
Net Pension Obligation/(Asset), end of year $ -

The required contribution rates for fiscal year 2013 were determined as part of the December 31, 2010 and 2011 actuarial valuations. Additional
information as of the latest actuarial valuation, December 31, 2012, also follows:

Valuation Date 12/31/10 12/31/11 12/31/12
Actuarial Cost Method Projected Unit Projected Unit Projected Unit
Credit Credit Credit
Amortization Method Level Percent Level Percent Leve! Percent
of Payroll of Payroll of Payroll
GASB 25 Equivalent Single Amortization Period 27.2 years; 26.3 years; 25.4 years;
closed period closed period closed period
Amortization Period for New Gains/Losses 30 years 30 years 30 years
Asset Valuation Method ‘ 10-year 10-year 10-year
Smoothed Smoothed Smoothed
Market Market Market
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E OAK, TEXAS
CIALY TEMENTS

ER 30, cu13
NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)
Actuarial Assumptions:
Investment Rate of Return * 7.0% 7.0% 7.0%
Varies by age and Varies by age Varies by age

Projected Salary Increases * service and service and service

* Includes Inflation at 3.0% 3.0% 3.0%
Cost-of-Living Adjustments 2.1% 2.1% 2.1%

Funded Status and Funding Progress -

The funded status as of December 31, 2012, the most recent actuarial valuation date, is presented as follows:

Actuarial Valuation Date 12/3112

Actuarial Value of Assets $ 8,114,430
Actuarial Accrued Liability (AAL) 9,508,034
Funded Ratio 85.3%
Unfunded AAL (UAAL) 1,393,604
Covered Payroll 2,021,047
UAAL as a Percentage of Covered Payroli 69.0%

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events far into the future.
Actuarially determined amounts are subject to continual revision as actual results are compared to past expectations and new estimates are made
about the future.

Actuarial calculations are based on the benefits provided under the terms of the substantive plan in effect at the time of each valuation, and reflect a
long-term perspective. Consistent with that perspective, actuarial methods and assumptions used include techniques that are designed to reduce
short-term volatility in actuarial accrued liabilities and the actuarial value of assets. The schedule of funding progress, presented as Required
Supplementary information following th= notes to the financial statements, presents multi-year trend information about whether the actuarial value
of pian assets is increasing or decrei g over time relative to the actuarial accrued liability of benefits.

C. S8supP ENTAL 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 Benefits Fund (SDBF). The city elected, by ordinance, to provide group-term life
insurance coverage to both current and retired employees. The city may terminate coverage under and discontinue participation in the SDBF by
adopting an ordinance before November 1 of any year to be effective the following January 1.

The death-benefit for active employees provides a flump-sum payment approximately equal to the employee's annual salary (calculated based on
the employee's actual earnings, for the 12-month period preceding the month of death); retired employees are insured for $7,500; this coverage is
an "other postemployment benefit," or OPEB.

The city contributes to the SDBF at a contractually required rate as determined by an annual actuarial valuation. The rate is equal to the cost of
providing one-year term fife insurance. The funding policy for the SDBF program is to assure that adequate resources are available to meet all
death benefit payments for the upcoming year; the intent is not to pre-fund retiree term life insurance during employees' entire careers.

The city's contributions to the TMRS SDBEF for the years ended 2013, 2012 and 2011 were $3,041, $3,014 and $3,375, respectively, which equaled
the required contributions each year.

NOTE 7 - RESTRICTED FUND BALANCE
As of September 30, 2013, fund balances restricted" for specific purposes were as follows:

General Fund

Municipal Court Security Fees $ 4,790
Municipal Court Technology Fees 10,170
Drug Seizure Funds 1,575
Cable PEG Fees 27,163
N
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AS

B HEDULE
FOR R 30, 2013
Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES:
Property taxes ' $ 1,945,623 $ 1,945,623 $ 1,952,627 $ 7,004
Franchise taxes 353,700 353,700 361,824 8,124
Sales taxes 545,000 545,000 537,690 (7,310)
Licenses, permits and fees 13,900 13,900 27,641 13,741
Fines, forfeitures and penalties 135,900 135,900 157,796 21,896
Park user fees 60,000 60,000 18,279 (41,721)
Investment income 18,000 18,000 15,259 (2,741)
Grant revenues 42 328 42,328 67,002 24,674
Miscellaneous 8,072 8,072 18,170 10,098
TOTAL REVENUES 3,122,523 3,122,523 3,156,288 33,765
EXPENDITURES:
General government 916,110 941,061 925,427 15,634
Public safety 1,629,118 1,649,567 1,611,930 37,637
Public works 385,878 350,978 307,829 43,149
Developmental services 37,186 37,185 36,570 615
Recreation 205960 284,761 286,133 (1,372)
TOTAL EXPENDITURES 3,263,552 3,263,552 3,167,889 95,663
EXCESS (DEFICIENCY) OF REVENUES OVER
(UNDER) EXPENDITURES (141,029) (141,029) (11,601) 129,428
FUND BALANCE, OCTOBER 1, 2012 2,752,303 2,752,303 2,752,303 -
FUND BALANCE, SEPTEMBER 30, 2013 ® 2R11 274 $ 2,611,274 $ 2,740,702 § 170428
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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

Capital outlay

TOTAL OPERATING EXPENSES

OPERATING INCOME

NONOPERATING REVENUES (EXPENSES)

Investment proceeds

Grant proceeds

Gain on disposition of assets
Certificate of obligation proceeds
Premium on certificates of obligation
Debt service - interest

Debt service - fees

Debt service - principal

TOTAL NONOPERATING REVENUES (EXPENSES)

NET INCOME (LOSS)

NET POSITION - BEGINNING
PRIOR PERIOD ADJUSTMENT

NET POSITION - BEGINNING, AS RESTATED

NET POSITION - ENDING

. Qi TR
SCHEDULE OF RE VA

NET PO! IN-
BUDGET (NON-GAAP BAS!S) AND ACTU RY FUND TYPE
FOR THE YEAR ENDED SE! 13
Variance with
Actual Adjustments Actual Final Budget
Budgeted Amounts GAAP Budget Budget Positive
Original Final Basis Basis Basis {Negative)
$ 1,300,000 $ 1,300,000 $ 1,362,671 $ - $ 1362671 $ 62,671
640,000 640,000 628,915 - 628,915 (11,085)
75,000 75,000 62,945 - 62,945 (12,055)
35,000 35,000 37,345 - 37,345 2,345
34,125 34,125 53,325 - 53,325 19,200
2,000 2,000 8,539 - 8,539 6,539
2,086,125 2,086,125 " 453,740 - 2,153,740 67,615
69,381 69,381 69,001 - 69,001 380
157,500 157,500 130,987 - 130,987 26,513
173,251 175,451 151,944 - 151,944 23,507
511,541 513,441 494,799 - 494,799 18,642
204,815 207,615 187,431 - 187,431 20,184
281,190 281,190 255,004 - 255,004 26,186
- - 564,656 (564,656) - -
66,851 59,951 49,999 - 49,999 9,952
128,416 480,909 - 120,832 120,832 360,077
1,592,945 1,945 438 1,903,821 (443,824) 1,459,997 485,441
497 “~" _ e M 443,824 693,743 553,056
5,000 5,000 6,254 - 6,254 1,254
49,787 25,637 25,637 - 25,637 -
- - 16,455 - 16,455 16,455
- 5,448,666 - 5,420,000 5,420,000 (28,666)
- - - 182,496 182,496 182,496
(140,755) (140,755) (208,125) (5,260) (213,385) (72,630)
(3,000) (67,526) (153,064) - (153,064) (85,538)
(370,000) (370,000) - (370,000) (370,000) -
(458,968) 4,901,022 (312,843) 5,227,236 4,914,393 13,371
34,212 5,041,709 (62,924) 5,671,060 5,608,136 566,427
8,344,993 8,344,993 8,344,993 - 8,344,993 -
(19,089) - (19,089) (19,089)
8,34, .00 [ 8,325,904 - 8,325,904 (19,089)
3 8,379 "~ < 13,386,702 §$ 8,262,980 $ 5671,060 $ 1°""“040_ $ 547,338
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the resuits
of that testing, and not to provide an opinion on the effectiveness of the City's internal control or on compliance. This
report is an integral part of an audit performed in accordance with Govemment Auditing Standards in considering the
City's internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Karu & Quoho & Qroociatis, P

Karen A. Jacks & Associates, P.C.
Longview, Texas
March 5, 2014
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CiTY {, TEXAS
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Findings Relating to the Financial Statements which are Required to be Reported in Accordance with Generally
Accepted Government Auditing S  dards

Program Finding Status

None
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CITY OF WHITE OAK, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

A. Summary of Auditors' Results

Financial Statements

Type of auditors' report issued: Unmodified
Internal contro! over financial reporting:
Material weakness(es) identified? _Yes _X__ No
Significant deficiency(ies) identified that are not
considered to be material weaknesses? __ __Yes __X _ None Reported

Noncompliance material to financial statements noted? Yes X No

B. Financial §° ° ment Findings

None
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\K
PLAN
FOR T} VIBER 30, 2013

None required.
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