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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Council
City of Waller, Texas:

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 remaining fund information of the
City of Waller, Texas (the “City”), as of September 30, 2008, and for the year then ended, which collectively
comprise the City’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the City’s management. Our responsibility is fo express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audis includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinicn, 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 remaining fund information of the City as of September 30, 2008, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended, in
conformity with generally accepted accounting principles in the United States of America.

The Management’s Discussion and Anelysis on pages 5 through 12, budgetary comparison information on page
45, and pension information on page 47, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of America.
We have applied certain limited procedures, which consisted 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The schedules are presented for purposes of additional analysis
and are not a required part of the basic financial statements. The schedules have been subjected to auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material
respects in relation to the basic financial statements taken as a whole,

{5:).); ‘i-\;“wh'\a & Assotinies ; b LLP
Belt Harris & Associates, LLLP
Certified Public Accountants

Houston, Texas
April 29, 2009
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CITY OF WALLER, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)
September 30, 2008

The purpose of the Managements® Discussion and Analysis (“MD&A™) is to give the readers an objective and
easily readable analysis of the financial activities of the City of Waller (the “City”) for the year ending September
30, 2008. The analysis is based on currently known facts, decisions, or economic conditions. It presents short
and long-term analysis of the City’s activities, compares current-year results with those of the prior year, and
discusses the positive and negative aspects of that comparison. Governmental Accounting Standards Board
(GASB) Statement No. 34 establishes the content of the minimum requirements for MD&A. Please read the
MD&A in conjunction with the City’s financial statements, which follow this section.

THE STRUCTURE OF OUR ANNUAL REPORT

The table of contents presented at the beginning of this report provides an overview of the structure of the City’s
report, es well as the page numbers where the respective sections can be located within the report, as more fully
described below.

Components of the Financial Section

Management’s Basic Financial Required
Discussicn and Statements Supplementary
Analysis | ] Information
Independent —— Notes to the
Auditors’ Report Government- Fund Financial COl’npOnth Unit " Financial
Wide Financial Statements Financial Sratements
Statements Statements
Summary Destail

The Annual Financial Report is presented as compliant with the financial reporting model in effect pursuant to
GASB Statement No, 34, The financial reporting model requires governments to present certain basic financial
statements as well as a MD&A and certain other Required Supplementary Information (RSI). The basic financial
statements include (1) government-wide financial statements, (2) fund financial statements, and (3) notes to the
financial statements.

Government-Wide Statements

The government-wide statements report information for the City as a whole. These statements include
transactions and balances relating to all assets, including infrastructure capital assets. These statements are
designed to provide information about cost of services, operating results, and financial position of the City as an
economic entity. The Statement of Net Assets and the Statement of Activities, which appear first in the City’s
financial statements, report information on the City’s activities that enable the reader to understand the financial
condition of the City. These statements are prepared using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the curvent year’s revenues and expenses are taken into
account even if cash has not yet changed hands.



CITY OF WALLER, TEXAS

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

The Statement of Net Assets presents information on all of the City’s assets and lizbilities. The difference
between the two is reported as nef assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the City is improving or deteriorating. Other non-financial factors,
such as the City’s property tax base and the condition of the City’s infrastructure, need to be considered in order
to assess the overall health of the City,

The Statement of Activities presents information showing how the City’s net assets changed during the most
recent fiscal year. All changes in the net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows — the accrual method rather than modified acerual
that is used in the fund level statements.

The Statement of Net Assets and the Statement of Activities divide the City into two classes of activities:

1. Governmental Activities - Most of the City’s basic services are reported here, including general
government. Interest payments on the City’s debt are also reported here. Sales tax, property tax,
franchise taxes, municipal court fines and permit fees finance most of these activities.

2. Business-Type Activities - Services involving a fee for those services. These services, the City’s
gas, water, and sewer are reported here.

FUND FINANCIAL STATEMENTS

Funds may be considered as operating companies of the parent corporation being the City of Waller. They are
usually segregated for specific activities or objectives. The City uses fund accounting to ensure and demonstrate
compliance with finance related legal reporting requirements. The two categories of City funds are governmental
and propriefary.

Governmental Funds

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

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

The City maintains three individual governmental funds. Informeation is presented separately in the governmental
fund balance sheet and in the gevernmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund and the debt service fund, which are considered to be major funds.



CITY OF WALLER, TEXAS

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

The City adopts an annual appropriated budget for its general fund and debt service fund., A budgetary
comparison schedule has been provided for the general fund and debt service fund to demonstrate compliance
with this budget.

Proprietary Funds

The City maintains one type of proprietary fund, enterprise funds, to account for all “business like” activities.
The enterprise funds are used to report the same functions presented as business-type activities in the government-
wide financial statements. Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary fund financial statements provide separate information
for the respective enterprise funds.

WNotes to Financial Statements

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

Other Information

In addition to basic financial statements, this MD&A, and accompanying notes, this report also presents certain
RSI. The RSI that GASB Statement No. 34 requires includes budgetary comparison schedules for the general
fund and schedule of funding progress for the Texas Municipal Retirement System.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of the City’s financial position. Assets
exceeded liabilities by $4,027,161 at vear end.

A large portion of the City’s net assels, 37%, reflects its investments in capital assets (e.g. land, city hall, police
station, drainage systems, as well as the public works facilities) less any debt used to acquire those assets that is
still outstanding. The City uses these capital assets to provide services to citizens; consequently these assets are
not available for future spending. Although the City’s investment in its capital assets is reported net of related
debt, it should be noted that the rescurces needed to repay this debt must be provided from other sources, since
the assets themselves cannot be used to liquidate these liabilities.



CITY OF WALLER, TEXAS

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

SUMMARY STATEMENT OF NET ASSETS

Total
Governmental Business-Type Primary
Activities Activities Government
2008 2007 2008 2007 2008 2007
Current and other assets h 1,487,208 % 1,022,944 % 1,320,499 % 1,248,858 § 2,807,797 % 2,271,802
Capital assets, net 319,171 655,529 3,530,236 3,840,490 3,849,427 4,496,019
Total Assets 1,806,469 1,678,473 4,850,755 5,089,348 6,657,224 6,767,821
Long-term liabilities 2,134,997 2,444 814 218,796 240,617 2,353,793 2,685,431
Other liabilities 145,990 61,958 130,280 124,870 276,270 186,828
Total Liabilities 2,280,987 2,506,772 349,076 365,487 2,630,063 2,872,259
Net Assets:

Invested In capital assets,
net of related debt (1,815,826) (1,960,319) 3,311,459 3,558,042 1,495,633 1,597,723
Restricted 191,259 179,732 - - 191,259 179,732
Unrestricted 1,150,049 852,288 1,190,220 1,165,819 2,340,269 2,118,107

Total Net Assets § {(474,518) § (828,299) § 4,501,679 § 4,723,861 § 4,027,161 § 3,895,562

A portion of the primary government’s net assets, 191,259, represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net assets, $2,340,269, may be used
to meet the City’s ongoing obligation to citizens and creditors.



CITY OF WALLER, TEXAS

MANAGEMENT'’S DISCUSSION AND ANALYSIS, Continued
September 30, 2008

CHANGES IN NET ASSETS
Total
Governmnental Business-Type Primary
Activities Activities Government
2008 2007 2008 2007 2008 2007
Revenues
Program revenues:
Charges for services $ 532,821 $ 459,532 $ 1,348,052 3 1,367,285 8 1,880,873 5 1,826,817
General revenues:
Property taxes 469,101 419,110 - - 499,101 419,110
Sales taxes 770,211 741,894 - - 770,211 741,894
Franchise taxes 124,913 117,763 - - 124,913 117,763
Investment income 619 968 8,843 6,705 9,462 7.673
Other revenues 78,062 51,423 1,199 - 79,261 51,423
Total Revenues 2,005,727 1,790,690 1,358,094 1,373,990 3,363,821 3,164,680
Expenses
General government 1,546,920 1,409,723 - “ 1,546,920 1,409,723
Interest and fiscal agent
fees on long-term debt 105,026 118,938 - - 105,026 118,938
Gas - - 776,840 610,169 774,840 610,169
Water and sewet - - 803,436 654,886 803,436 654,886
Total Expenses 1,651,946 1,528,661 1,580,276 1,265,055 3,232,222 2,793,716
Increase (Decrease) in Net Assets
Before Transfers 353,781 262,029 (222,182) 108,935 131,599 370,964
Transfers - 2,506 - (2,506} - -
Change in Net Assets 353,781 264,535 (222,182) 106,429 131,599 370,964
Beginning Net Assets (828,299) (1,092,834) 4,723,861 4,617,432 3,855,562 3,524,598

Ending Net Assets  § (474,518) § (828,299) § 4,501,679 ¥ 4,723,861 8 4,027,161 5 3,865,562




CITY OF WALLER, TEXAS

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

Governmental Revenues

Salestaxes
38%

Franchisetaxes
6%

Investment
income

Other revenues

4%
Propetty taxes Charges for
25% services
27%
Governmental Expenses
Interestand
fiscalagent
6%
(General

Business-Type Activities - Revenues and Expenses
$850,000
$750,000
3650,000
$550,000
$450,000
$350,000
$250,000
$150,000

G‘bc" q@‘ E Operating Revenues

o A
& Operafing Expenses

10



CITY OF WALLER, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 390, 2008

Governmental and Business-Type Activities

The City reported an increase in sales tax during the vear due to the increased development within the City in
Governmental Activities. The City also reported increases in natural gas consumption, which was passed onto to
the consumer resulting in increases in revenue and expenses related to natural gas in business-type activities.

Debt related to the purchase of capital assets being recorded in the water/sewer and gas funds is being recorded as
governmental activity debt rather than business-type activities debt. The result is a negative net asset balance
within the governmental activities.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, fund accounting is used to demonstrate and ensure compliance with finance-related legal
requirements.

Governmental Funds - The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, the unreserved fund balance may serve as a useful measure of the City’s net
resources available for spending at the end of the fiscal year,

The City’s governmental funds reflect a combined fund balance of $1,269,690. Of this, $172,954 is designated
for capital projects.

There was an increase in the combined fund balance of $254,665 over the prior year. The increase was
attributable to slightly higher revenues in every category.

The general fund reported an increase in fund balance due to the increase in all tax categories.
The debt service fund reported an increase in fund balance due to an increase in property tax revenue.

Proprietary Funds - The City’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - At the end of the vear, the City’s governmental activities funds and business-type activities
fonds had invested $319,171 and $3,530,256, respectively, in & variety of capital assets and infrastructure net of
accumulated depreciation.

More detailed information about the City’s capital assets is presented in the notes to the {financial statements.

Long-Term Debt - At the end of the current year, the City had total long-term debt in governmental activities of
$2,134,997.

More detailed information about the City’s leng-term liabilities is presented in the notes to the financial
statements,

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City is experiencing a period of growth. Property values are increasing, commercial development continues,
property and sales tax revenues are expanding, and the City is thriving.

11



CITY OF WALLER, TEXAS

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

Management for the City is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the City are protected from loss, theft, or misuse and to ensure that adequate accounting
data is compiled to allow for the timely preparation of financial statements in conformity with generally accepted
accounting principies. Thus, in future fiscal periods, it is the Mayor and Council’s objective to support staff in
acquiring and implementing management and financial software (for fund accounting, utility billing, municipal
court, and public safety) sufficient to satisfy these requirements, and meet the customer-service demands that
accompany the City’s expansion.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances. Questions concerning this
report or requests for additional financial information should be directed to the City Secretary, City of Waller,
P.O. Box 239, Waller, Texas, 77484,

12
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CITY OF WALLER, TEXAS
STATEMENT OF NET ASSETS

Assets
Current assets:
Cash and cash equivalents
Receivables (net of allowance for
uncollectibls)
Internal balances
Inventory

Capital agsets:
Non-depreciable
Net depreciable capital assets

Total Assets
Liabilities
Current liabilities:
Accounts payable and
accrued liabilities
Customer deposits
Accrued interest payable

Noncurrent liabilities:
Due within one year
Due in more than one year

Total Liahilities

Net Assets
Invested in capital assets, net
of related debt
Restricted for:
Debt service
Unrestricted
Total Net Assets

See Notes to Financial Statements,

September 30, 2008

Primary (Government

Governmental  Business-Type Component
Activities Activities Total Unit

$ 1,165,659 & 1244845 § 2410505 § 851,600

287,786 40,528 328,314 46,431

33,853 (33,853) - -

- 68,978 68,578 -

1,487,298 1,320,499 2,807,797 998,031

36,799 87,624 127,423 -

279,372 3,442,632 3,722,004 -

319,171 3,530,256 3,849,427 -

1,806,469 4,850,755 6,657,224 998,031

129,958 51,429 181,387 42,844

- 78,851 78,851 -

16,032 - 16,032 -

145,990 130,280 276,270 42 844

189,923 22,913 212,836 -

1,945,074 195,883 2,140,957 -

2,134,997 218,796 2,353,793 -

2,280,987 349,076 2,630,063 42,844

(1,815,826) 3,311,459 1,495,633 -

191,259 - 161,259 -

1,150,046 1,190,220 2,340,269 955,187

$ (474,518) § 4501679 & 4,027,161 § 055,187

15



CITY OF WALLER, TEXAS

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2008

Program
Revenues
Charges for
Functions/Programs Expenses Services
Primary Government
Governmental Activities
(General government $ 1,546,920 % 532,821
Interest and fees on debt 105,02¢ -
Total Governmental Activities 1,651,946 332,821
Business-Type Activities
Gas 776,840 697,634
Water and Sewer 803,436 650,418
Total Business-Type Activities 1,580,276 1,348,052

Total Primary Government § 3,232222 % 1,880,873

Component Unit
Waller Economic Development Corporation 5 105,101 b -

General Revenues:
Taxes
Property taxes
Sales taxes
Franchise and local taxes
Investment income
Other revenues
Total General Revenues and Transfers
Change in Net Assets
Beginning Net Assets
Ending Net Assets

See Notes to Financial Statements.

16



Net (Expense) Revenue and Changes in Net Assets
Primary Government

Governmental Business-Type Component
Activities Activities Total Unit

3 (1,014,099) 3 - % (1,014,099) § -
{105,026) - {105,026) -
{1,119,125) - (1,119,125} -
- (79,206) {79,2056) -
- (153,018) {153,018) -
- (232,224 (232,224) -
{1,119,125) (232,224) {1,351,349) -
- - - {105,101}
499,101 - 499,101 -
770,211 - 770,211 256,737
124,913 - 124,913 -
819 8,843 9,462 24,699
78,062 1,199 79,261 5,589
1,472,906 10,042 1,482,648 287,025
353,781 {222,182) 131,599 181,924
(828,299 4,723,861 3,805,562 773,263
$ (474,518) § 4,501,679  § 4,027,161 3§ 955,187
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CITY OF WALLER, TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2008
Major Governmental Funds Nonmajor Total
Debt Capital Governmental
General Service Projects Funds
Assets
Cash and cash equivalents $ 877,613 148945 % 139,101 % 1,165,659
Receivables, net 229,440 58,344 - 287,786
Due from other funds - - 33,853 33,853
Total Assets $ 1,107,053 207,291  § 172,954  § 1,487,208
Liabilities
Accounts payable and
accrued liabilities $ 129,958 - 8 - 3 129,958
Deferred revenue 29,304 58,346 - 87,650
Total Liabilities 159,262 58,346 - 217,608
Fund Balances
Reserved for:

Debt service - 148,945 - 148,945
Designeted for capital projects - - 172,954 172,954
Tnreserved and undesignated 047,791 - - 947,791

Total Fund Balances 947,791 148,945 172,954 1,269,590
Total Liabilities and Fund Balances 3 1,107,053 207291 % 172,954
Adjustments for the Statement of Nat Assets:
Capital assets used in governmental activities are not current financial
resources and therefore not reported in the governmental funds,
Capital assets - nen-depreciable 3 39,799
Capitzl assets - nef depreciable 279,372
319,171
Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the governmental funds. 87,650
Some labilities, including bonds payable, are not reported as liabilities
in the governmental funds.
Accrued interest payable $ (16,032)
Non-current liabilities due in one year {189,923)
Non-current liabilities due in more than one year {1,945,074)
(2,151,029)
Net Assets of Governmental Activities $ (474,518)

See Notes to Financial Statements.
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CITY OF WALLER, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended September 30, 2008

Revenues
Property taxes
Sales tax
Franchise and local taxes
Licenses and permits
Fines and forfeitures
Charges for services
Investment income
Other revenue
Total Revenues
Expenditures
Current:
General government
Debt Service:
Principal
Interest and fiscal charges
Total Expenditures

Excess (Deficiency) of Revenues |

Over (Under) Expenditures
Other Financing Sources {Uses
Lease proceeds
Total Other Financing Sources

Net Change in Fund Balance

Beginning fond balances
Ending Fund Balances

See Notes to Financial Statements.

Major Governmental Funds Nonmajor Total
Debt Capital Governmental

General Service Projects Funds
235832 % 259,517 % - 495,349
776,211 - - 770,211
124,913 - - 124,513
40,230 - - 40,230
85,950 - - 85,950
406,641 - - 406,641
619 - - 819
66,555 - 11,507 78,062
1,730,951 259,517 11,507 2,001,975
1,525,172 - 128 1,525,300
- 150,000 - 150,000
- 105,994 - 105,994
1,525,172 255,994 128 1,781,294
205,779 3,523 11,379 220,681
33,984 - - 33,984
33,984 - - 33,984
239,763 3,523 11,379 254,665
708,028 145,422 161,575 1,015,025
947,791 % 148,945 § 172,954 1,265,690

19
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CITY OF WALLER, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2008

Amounts reported for governmental activities in the Statement of Activities are
different because:

Net changes in fimd balances - total governmental funds $ 254,665
Governmental funds report capital outlays as expenditures. However, in the

Statement of Activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expsnse,

Capital outlay 66,585
Depreciation expense (123,091)
Revenues that do not provide current financial rescurces are not reported as revenues
in the funds,
Deferred revenue 3,752

The issuance of long-term debt (e.g., bonds, leases, certificates of obligation)

provides current financial resources to governmental funds, while the

repayment of the principal of long-term debt consumes the current financial

resources of governmental funds. Neither transaction, however, has any

effect on net assets. Also, governmental funds report the effect of issuance

costs, premiums, discounts, and similar items when they are first issued, whersas

these amounts are deferred and amortized in the Statement of Activities.

This amount is the net effect of these differences in the treatment of long-term

debt and related items.
Capital lease proceeds (33,984)
Principal expenditures 184,886

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and therefore are not reported as expenditures in the
governmental funds.
Accrued interest 968

Change in Net Assets of Governmental Activities  § 353,781

See Notes to Financial Statements,

21



CITY OF WALLER, TEXAS

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
September 30, 2008
Water and
(as Sewer Total
Agsets
Current Assets
Cash and cash equivalents $ 478,260 % 766,556 % 1,244,846
Receivables, net 11,263 26,265 40,528
Inventory 29,639 39,019 68,978
Total Current Assets 519,512 834,840 1,354,352
Noncurrent Assets
Capital assets:
Non-depreciable - 87.624 87,624
Net depreciable capital assets 116,634 3,325,998 3,442,632
Total Noncurrent Assets 116,634 3,413,622 3,530,256
Total Assets 636,146 4,248,462 4,884,608
Liabilities
Current Liahilities
Accounts payable and accrued liabilities 23,941 27488 51,429
Due to other funds - 33,853 33,853
Customer deposits 26,228 52,623 78,851
Total Current Ligbilities 50,169 113,964 164,133
Noncurrent Liabilities
Due within one ysar - 22,913 22913
Due in more than one vear - 195,883 195,883
Total Nonecurrent Liabilities - 218,796 218,795
Total Liahilities 50,165 332,760 382,929
Net Assets
Invested in capital assets 116,634 3,194,825 3311459
Unrestricted 466,343 720,877 1,190,220
Total Net Assets 3 585,977 % 3915702 % 4.501,67%

See Notes to Financial Statements.



CITY OF WALLER, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS

For the Year Ended September 30, 2008

Operating Bevenues
Charges for services
Other services

Total Operating Revenues

Operating Expenses
Costs of sales and services

Depreciation
Total Operating Expenses

Operating (Loss)

Nonoperating Revenues
Investment income
(Gain on sale of asset
Total Noroperating Revenues

Change in Net Assets
Beginning net assets
Ending Net Assets

See Notes to Financial Statements.

Water and
Gas Sewer Total

$ 697,634 $ 648,808 1,346,442
- 1,610 1,610

697,634 650,418 1,348,052
762,648 653,004 1,415,652

14,192 150,432 164,624

776,840 803,436 1,580,276
{79,206) (153.018) (232,224)

5,543 3,300 8,843

1,199 - 1,199

6,742 3,300 10,042
(72,464) (149,718} (222.182)
658,441 4,065,420 4,723,861

$ 585,977 $ 3,915,702 4,501,679
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CITY OF WALLER, TEXAS

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
For the Year Ended September 30, 2008

Cash Flows from Operating Activities
Receipts from customers
Payments to suppliers and employees
Net Cash Provided (Used) by Operating Activities

Cash Flows from Capital and Related

Financing Activities
(Gain on sale of capital assets

Net Cash (Used) by Capital
and Related Financing Activities

Cash Flows from Investing Activities
Interest on investments
Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Beginning cash and cash equivalents

Ending Cash and Cash Equivalents

Reconciliation of Operating Income (Loss)
to Net Cash Provided (Used) by Operating Activities
Operating (Loss)
Adjustments to reconcile operating
income to net cash provided
by operating activities:
Depreciation
Changes in Operating Assets and Liabilities:
(Increase) Decrease in:
Accounts receivable
Inventories
Increase (Decrease) in:
Accounts payable and accrued Hablities
Customer deposits
Net Cash Provided {(Used) by Operating Activities

See Notes to Financial Statements.
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Water and

Gas Sewer Total
§ 723,727 $ 687,068 h 1,410,795
(748,730} (645,310) {1,394,040)
(25,003} 41,758 16,755
1,199 - 1,199
1,199 - 1,199
5,543 3,300 8,843
5,543 3,300 8,843
(18,261) 45,058 26,797
496,551 b 721,498 1,218,049
$ 478,290 3 766,556 5 1,244,846
$ (79,206) § (153,018) % (232,224}
14,192 150,432 164,624
26,003 36,650 62,743
9,531 {4,757} 4,774
11,979 10,023 22,002
(7,592) 2,428 (5,164)
$ (25,003) % 41,758 $ 16,755
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CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS
For the Year Ended September 30, 2008

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The City of Walier, Texas (the “City”™) was incorporated under the laws of the State of Texas on
October 16, 1947. The City is a general law city that operates under a council-mayor form of
government. The City Council is the principal legislative body of the City.

The City provides the following services: public safety to include police and volunteer fire
department, highway and streets, sanitation, culture-recreation, public improvements, and general
administration.

The City is an independent pelitical subdivision of the State of Texas governed by an elected council
and a mayor and is considered a primary government. As required by generally accepted accounting
principles, these basic financial statements have been prepared based on considerations regarding the
potential for inclusion of other entities, organizations, or functions as part of the City’s financial
reporting entity, The Waller Economic Development Corporation, although legally separate, is
considered part of the reporting entity. No other entities have been included in the City’s reporting
entity. Additionally, as the City is considered a primary government for financial reporting purposes,
its activities are not considered a part of any other governmental or other type of reporting entity.

Considerations regarding the potential for inclusion of other entities, organizations or functions in the
City’s financial reporting entity are based on criteria prescribed by generally accepted accounting
principles. These same criteria are evaluated in considering whether the City is a part of any other
governmental or other type of reporting entity. The overriding elements associated with prescribed
criteria considered in determining that the City’s financial reporting entity status is that of a primary
government ere that it has a separately elected governing body; it is legally separate; and it is fiscally
independent of other state and local governments. Additionally prescribed criteria under generally
accepted accounting principles include considerations pertaining to organizations for which the
primary government is financially accountable; and considerations pertaining to organizations for
which the nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete.

Discretely Presented Component Unit

Waller Economic Development Corporation

Waller Economic Development Corporation (WEDC) has been included in the reporting entity as a
discretely presented component unit.

The Corporation was created by the City under the Texas Development Corporation Act of 1979 for
the purpose of promoting, assisting, and enhancing economic and development activities on behalf of
the City. The Board of Directors is appointed by and serves at the discretion of the City Council.
City Council approval is required for annval budgets and bonded debt issuance. In the event of
dissolution, net assets of the Corporation shall be conveyed to the City. The operations of the
Corporation are presenfed as a governmental fund type. Separate financial statements of the
Corporation may be obtained from the City Secretary.
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CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2008

B. Financial Statement Presentation

These financial statements include implementation of Governmental Accounting Standards Board
{GASB) Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis
— for State and Local Governments. Requirements of the Statement include:

* A Management’s Discussion and Analysis (MD&A) section providing an analysis of the Citv’s
overall financial position and results of operations. '

+ Financial statements prepared using full accrual accounting for all of the City’s activities.
» A change in the fund financial statements to focus on the major funds,

Statement No. 34 established standards for external financial reporting for all state and local
governmental entities, which includes & statement of net assets and a statement of activities. It requires
the classification of net assets into three components — invested in capital assets, net of related debt;
restricted; and unrestricted. These classifications are defined as follows:

» Invested in capital assets, net of related debt—This component of net assets consists of capital
assets, including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets,

»  Restricted—This component of net assets consists of constraints placed on net asset use through
external constraints imposed by creditors (such as through debt covenants), grantors, contributors,
or laws or regulation of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.

«  Unrestricted—This component of net assets consists of nel assets that do not meet the definition
of “restricted” or “invested in capital assets, net of related debt.”

C. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of
Activities} report information about the City as a whole. These statements include all activities of the
primary government ang its compenent units. For the most part, the effect of inferfund activity has
been removed from these statements. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The Statement of Activities presents a comparison between direct expenses anc program revenues for
each segment of the business-type activities of the City and for each function of the City’s
governmental activities. Direct expenses are those that are specifically associated with a program or
function and, therefore, are clearly identifiable to a particular function. Program revenues inciude
charges paid by the recipients of goods or services offered by the programs and grants that are
restricted to meeting the operational or capital requirements of a particular program. Revernues that
are not classified as program revenues, such as taxes and investment earnings, are presented as
general revenues,

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
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CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2008

in the fund financial statements. In the fund financial statements, the accounts of the City are
organized on the basis of funds, each of which is considered a separate accounting entity, The
operations of each fund are accounted for with a separate set of self-balancing accounts that comprise
its assets, liabilities, fund equity, revenues, and expenditures or expenses, ag appropriate. Follewing
is a description of the various funds:

Governmental Funds

Governmental funds are those funds through which most governmental functions are typically
financed.

General Fund

The general fund is used to account for all financial transactions not properly includable in other
funds. The principal sources of revenues include local property taxes, sales, and franchise taxes,
licenses and permits, fines and forfeitures, and charges for services, Expenditures include general

government. The general fund is considered a major fund for reporting purposes.

Debt Service Fund

The debt service fund is used {o account for the payment of interest and principal on all general
obligation bonds and other long-term debt of the City. The primary scurce of revenue for debt
service is local property taxes. The debt service fund is considered a major fund for reporting
purposes.

Capital Projects Funds

The capital projects funds is used to account for the expenditures of resources accumulated from
sales tax revenues and the sale of bonds and related interest earnings for capital improvement
projects. The expansions capital projects fund is reported as a nonmajor fund.

Proprietary Fund Tvpes

Proprietary funds are used to account for activities that are similar to those often found in the private
sector. All assets, labilities, equities, revenues, expenses, and transfers relating to the City’s business
activities are accounted for through proprietary funds. The measurement focus is on determination of
net income, financial position, and cash flows. Proprietary funds distinguish operating revenues and
expenses from non-operating items. Operating revenues include charges for services. Operating
expenses include costs of materials, contracts, personnel, and depreciation. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.
Proprictary fund types follow GAAP prescribed by the Governmental Accounting Standards Board
(GASB) and all Financial Accounting Standards Board’s standards issued prior to November 30,
1989, Subsequent to this date, the City accounts for its enterprise funds as presented by GASB.
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CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended Septemher 30, 2008

The proprietary fund types used by the City include the following:

Enterprise Funds

The enterprise funds are used to account for the operations that provide gas, water and sewer
operations. The services are financed and operated in a manner similar to private business enterprises
where the intent of the governing body is that the costs (expenses including depreciation) of providing
goods or services to the general public on a continuing basis will be financed or recovered primarily
through user charges. The enterprise funds, gas and water/sewer funds, are considered major funds
for reporting purposes.

Measurement Focus and Basis of Accounting

The government-wide statements of net assets and statements of activities and all proprietary funds
are accounted for on a flow of economic resources measurement focus, With this measurement focus,
all assets and all liabilities associated with the operations of these activities are included on the
balance sheet. Proprietary fund equity consists of net assets. Proprietary fund-type operating
statements present increases (i.e., revenues) and decreases (i.e., expenses) in net total assets.

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds and component units are accounted for using a current financial
resources measurement focus. With this measurement focus, only current assets and current
liabilities generally are included on. the balance sheet. Operating statements of these funds present
increases (i.e., revenues and other financing resources) and decreases (i.e., expendifures and oiher
financing uses) in net current assets.

The City utilizes the modified accrual basis of accounting in the governmental fund type. Under the
modified accrual basis of accounting, revenues are recognized in the accounting period when they are
susceptible to accrual (i.e., when they are measurable and available). Measurable means the amount
of transaction can be determined and available means collectible within the current period or soon
enough thereafter to pay liabilities of the current period. TFor this purpose, the City considers
revenues available if they are collected within 60 days of the end of the current fiscal period.
Revenues susceptible to accrual include charges for services and interest on temporary investments.

Property taxes, sales taxes, franchise taxes, and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. Other receipts and other taxes become measurable and available when cash is received
by the government and are recognized as revenue at that time,

Under modified accrual accounting, expenditures are recognized in the accounting period in which
the liability is incurred, if measurable, except for interest on general long-term debt, which is
recognized when due.

The accrual basis of accounting is used for the proprictary fund types. This basis of accounting
recognizes revenues in the accounting period in which they are earned and become measurable, and
expenses in the accounting period in which they are incurred and become measurable.

The statements of net assets, statements of activities, and financial statements of proprietary fund
types are presented on the accrual basis of accounting. Under this method of accounting, revenunes
are recognized in the accounting period in which they are camed, and ¢xpenses in the accounting
period in which they are incurred.
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CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2008

Generally, the effect of interfund activity has been eliminated from the government-wide financial
statements.

. Assets, Liabilities, and Net Assets or Fund Equity
1. Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits and short
term investments with original maturities of three months or less from the date of acquisition. For the
purpose of the statement of cash flows, the proprietary fund types consider temporary investments
with maturity of three months or less when purchased to be cash equivalents.

In accordance with GASB Statement No. 31 “Accounting and Reporting for Certain Investments and
External Investment Pools”, the City reports all investments at fair value, except for “money market
investments™ and “2a7-like pools.” Money market investments, which are short-term highly liquid
debt instruments that may include U.S, Treasury and agency cbligations, are reported at amortized
costs. Investiment positions in externel investment pools that are operated in a manner consistent with
the SEC’s Rule 2a7 of the Investment Company Act of 1940, such as TexPool, are reported using the
pools’ share price,

The City has adopted a written investment policy regarding the investment of its funds as defined in
the Public Funds Investment Act, Chapter 2256, Texas Governmental Code. In summary, the City is
authorized to invest in the following:

Direct obligations of the U.S. Government
Fully collateralized certificates of deposit end money market accounts
Statewide investment pools

2. Receivables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “interfund receivables/payables” (i.e., the current
portion of interfund loans) or “advances to/from cther funds™ (i.e. the non-current portion of interfund
loans). All other cutstanding balances between funds are reported as “due to/from other funds” in the
fund financial statement. If the transactions are between the primary government and its component
unit, these receivable and payables are classified as “due to/from component unit/primary
government”, Any residual balances outstanding between the governmental activities and business-
type activities are reported in the govermment-wide financial statements as “internal balances.”

Advances between funds are offset by a fund balance reserve account in applicable governmental
fund to indicate they are not available for appropriation and are not expendable available financial

resources.

All trade receivables are shown net of an allowance for uncollectibles,
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CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2008

Property taxes

Property taxes are levied during September of each year, are due upon receipt of the City’s tax bill,
and become delinquent on February 1 of the following year. The City’s tax lien exists from January 1
(the assessment date) each year until the taxes are paid. The penalties and interest accumulate on the
unpaid accounts until July 1, at which time the delinquent accounts are turned over to the tax attorney
for legal action. The interest continues {o accumulate on the account at 1% per month, but the penalty
remains at a maximum of 12% until paid.

A penalty of 6% and interest of 1% is added to delinquent taxes on February 1. The penalty amount
increases to a maximum of 12% on July 1 of each year, with interest continuing to increase at 1% per
month until the account is paid. An additional penalty of 15% is added in July for attorney costs. The
City allows discounts for payments made in October, November, and December every year.

3. Inventories and Prepaid Items

The costs of governmental fund type inventories are recorded as expenditures when consumed rather
than when purchased (i.e., the first-in/first-out (FIFO) method). Certain payments to vendors reflect
costs applicable to future accounting periods (prepaid expenditures) and are recognized as
expenditures when utilized.

4, Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements, In accordance with GASB Statement
No. 34, infrastructure has been capitalized retroactively. Capital assets are defined by the
government, as assets with an initial, individual cost of more than $5,000 and an estimated useful life
in excess of four years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation. Major outlays for capital assets and improvements are capitalized as projects are
constructed.

Interest costs incurred in connection with construction of enterprise fund capital assets are capitalized
when the effects of capitalization materially impact the financial statements.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Property, plant, and equipment of the primary government, as well as the compoenent units, are
depreciated using the straight-line method over the following estimated useful years.

Estimated
Asset Description Useful Life
Vehicles and equipment 5to 10 years
System infrastructure 30 to 40 years
Buildings 20 to 50 years
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NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2008

5. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities Statement of Net Assets. The long-term
debt consists primarily of bonds payable and capital lease obligations.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements
until due. The debt proceeds are reported as other financing sources, net of the applicable premium or
discount and payment of principal and interest are reported as expenditures. In the governmental fund
types, issuance costs, even if withheld from the actual net proceeds received, are reported as debt
service expenditures. However, claims and judgments paid from governmental funds are reported as a
liability in the fund financial statements only for the portion expected to be financed from expendable
available financial resources.

Long-term debt and other obligations, financed by proprietary funds, are reported as liabilities in the
appropriate funds. For proprietary fund types, bond premiums, discounts and issuance costs are
deferred and amertized over the life of the bonds using the effective interest method, if material.
Bonds payable are reported net of the applicable bond premium or discount. Issuance costs are
reported as deferred charges.

The property tax rate is allocated each year between the general and debt service funds. The full
amount estimated to be required for debt service on general obligation debt is provided by the tax
along with interest earned in the debt service fund.

Assets acquired under the terms of capital leases are recorded as liabilitics and capitalized in the
government-wide financial statements at the present value of net minimum lease payments at
inception of the lease. In the year of acquisition, capital lease transactions are recorded as other
financing sources and as capital outlay expenditures in the general fund. Lease payments representing
both principal and interest are recorded as expenditures in the general fund upon payment, with an
appropriate reduction of principal recerded in the government-wide financial statements.

6. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside paities for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to
change.

7. Estimates

The preparation of financial statements, in conformity with generally accepted accounting principles,
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and Habilities at the date of the financial statements
and the reported amounts of revenues and expenditures/expenses during the reporting period. Actual
results could differ from those estimates.

33



CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2008

II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
(GAAP) except the capital projects funds, which adopt a project length budget. The original budget is
adopted by the City Couneil prior to the beginning of the fiscal year. The legal level of control as
defined by the charter is the department in the approved budget. Appropriations lapse at the end of
the vear, excluding capital project budgets. Supplemental budget appropriations were made for the
year ended.

III. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments

Credit risk. State law and the City’s investment policy limits investments to obligations of states,
agencies, counties, cities and other political subdivisions of any state rated as to investment quality by
a nationally recognized investment rating firm not less than A or its equivalent.

Custodial credit visk — deposits. Tn the case of deposits, this is the risk that in the event of a bank
failure, the City’s deposits may not be retumed to it. The City’s investment policy requires funds on
deposit at the depository bank to be collateralized by securities with a collective market value of at
least 102 percent. As of September 30, 2008, market values of pledged securities and FDIC insurance
totaled $2,754,610 and bank balances were $2,438,977.

B. Receivables

The following comprise receivable balances at year end:

General Debt Service (Gas Water/Sewer
Property taxes 3 29304 58346 § - '3 -
Sales taxes 139,203 - - -
Accounts - - 18,263 47265
Intergovernmental 30,000 - - -
Franchise 63,606 - - -
Allowance - - (7,000 {18,000}

5 262,203 § 58346 3 11263 % 29,265
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C. Capital Asseis
A summary of changes in capital assets for governmental activities for the year end were as follows:

Primary Government

Beginning Ending
Balance Increa ses {Decreases) Balance
Governmental Activities:
Capital assets not being depreciated:
Leand $ 39,799  § - § - 3§ 35,799
Total capital assets not
bemng depreciated 39,799 - - 39,799
Other capital assets:
Infrastructurs 1,507,395 - - 1,507,395
Buildings 315,560 - - 315,500
Vehicles 117,835 66,585 - 184,420
Equipment 220,629 - - 229,629
Total other capital assets 2,170,359 66,583 - 2,236,944
Tess accumulated depreciation for:
Infrastructure {1,356,655) (75,370) - (1,432,025}
Buildings {262,568) (8,647) - (271,215
Vehicles {81,629) (15,074) - (96,703)
Equipment {133,629) {24,000) - (157,629)
Total accumulated depreciation (1,834, 481) (123,091) - (1957.572)
Other capital assets, net 335,878 (56,506) - 279,372
Totals $ 375,677 % {56,506) 3% - 8 319,171
Less associated debt (2,134,597)
Invested in capital assets, net of related debt § (1,815,826)

All capital assets constructed or paid for with funds of the component units are titled in the City’s
name. Accordingly, component unit capital assets and construction in progress are recorded in the
governmental activities totals.

Depreciation was charged to governmental functions as follows:

General government $ 123,091
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The following is a summary of changes in capital assets for business-type activities for the year

ended:
Beginning Ending
Balance Increases Mecreases) Balance
Business-type activities:
Capital assets not being depreciated:
Land $ 87,624 § -8 - ¥ 37,624
Total capital assets not
being depreciated 87,624 - - 87,624
Other capital assets:
Water/sewer system 4,978,916 - - 4,978916
(Gas system 496,502 - - 496,502
Equip ment 171488 - - 171,488
Total other capital assets 5,646,906 - - 5,646,906
Less accumulated depreciation for:
Water/sewer system (1,550,456) (142,524) - (1,692,980)
(Gas system (378,560) (11,884) - {390444)
Equipment (110,634) (10,216) - (120850)
Total accumulated depreciation {2,039,650) (164,624) - (2,204274)
Other capital assets, net 3,607,256 {164,624) - 3,442.632
Totals 3 3,694880 §  {(164.624) 3§ - 5 3,530,256
Less associated debt (218,796)
Invested in capital assets, net of related debt § 3311460

Depreciation was charged to business-type functions as follows:

Gas $ 150,432
Water/Sewer 14,192
Total Business-Type Activities Depreciation Expense  § 164,624
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D. Long-Term Debt

Long-term liabilities applicable to the City’s governmental activities are not due and payable in the
current period, and accordingly, are not reperted as fund liabilities in the governmental funds.
Interest on long-term debt is not accrued in governmental funds, but rather is recognized as an

expenditure when due.

The following is a summary of changes in the City’s total governmental long-term liabilities for the
year ended. In general, the City uses the general and debt service funds to liquidate governmental

long-term liabilities.

Amounts
Beginning Ending Due within
Balance Additions Reductions Balance One Year
Governmental Activities:
Bonds, notes and other
payables:
General obligation bonds $ 1395000 % - 3 40,000 § 1,355,000 * § 30,000
Certificates of obligation 795,000 - 110,000 085,000 * 125,000
Obligations under capital
leases 95,899 33,984 34,886 94997 * 34,923
Total Governmental A ctivities § 2285899 % 33,084 % 18488 § 2134997 § 189,923
Long-term liahilities due in more than one year $ 1,945,074
* Debt associated with capital assets
Business-type Activities:
Obligations under capital
leases by 240,617 % - 5 21821 % 5218796 * § 22,913
Long-term liabilities due in more than one year $ 195,883
* Debt associated with capital assets
Long-term debt at year ended was comprised of the following debt issues:
Interest
Description Rates Balance
Certificates of Obligations
Series 1998 45-5375% 3 685,000
Permanent Improvement Bonds
Series 2004 1.75 - 440% 1,355,000
Total General Long-Term Debt h 2,040,000
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Year

Ending Capital Leases

Sept. 30 Principal Interest Total
2006 § 57,837 § 15874 § 73,711
2010 61,143 12,569 73,712
2011 48,249 9,104 57,353
2012 26,524 7328 33,852
2013 27,851 6,002 33,853
2014 29,243 4,609 33,852
20135 30,705 3,147 33,852
2016 32,241 1,612 33,853
Total $ 313,793 § 60245 $ 374,038

Equipment acquired under current capital lease obligations was a total of $98,070 net of accumulated
depreciation.

The annuel requirements fo amortize debt issues outstanding at year ending were as follows:

Long-Term Debt

Year Certificates of General Obligation

Ending Ohligation Bonds

Sept. 30 Principal Interest Principal Interest Total
2009 § 125,000 § 35900 8 30,000 § 62432 $ 253332
2010 125,000 29,525 40,000 61458 255983
2011 135,000 23,025 35,000 60,057 253,082
2012 150,000 15938 30,000 58,745 254,683
2013 150,000 8,062 40,000 57,545 255,607
2014 - - 165,000 55,905 220,905
2015 - - 145,000 48,810 193,810
2016 - - 125,000 42285 167,285
2017 - - 125,000 36,535 161,535
2018 - - 120,000 30,660 150,660
2019 - - 100,000 24900 124,900
2020 - - 100,000 24,000 120,600
2021 - - 100,000 15,000 115,000
2022 - - 100,000 10,000 110,000
2023 - - 100,000 5,000 105,060
Total $ 685,000 § 112450 $1,355.000 § 589332 § 2,741,782

General obligation bonds are direct obligations of the City for which its full faith and credit are
pledged. Repayment of general obligation bonds are from taxes levied on all taxable property located
within the City. The City is not obligated in any manner for special assessment debt.

. Fund Equity
The City records fund balance reserves on the fund level to indicate that a portion of the fund balance
is legally restricted for a specific future use or to indicate that a portion of the fund balance is not

available for expenditures. The City restated beginning net assets for the water fund from $4,077,538
to 4,065,420 for additional debt and capital assets from prior years.
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The following is a list of fund balance reserved or designated recognized by the City:

Debt Service Fund
Reserved fordebt service i3 148,945

Nonmajor Other Governmental Funds
Designated for construction b 172,954

IV, OTHER INFORMATION
A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets, errors and omissions; and natural disasters for which the City participates along with 2,539
other entities in the Texas Municipal League’s Intergovernmental Risk Peols. The Pool purchases
commercial insurance at group rates for participants in the Pool. The City has no additional risk or
responsibility to the Pool, outside of the payment of insurance premiums. The City has not
significantly reduced insurance coverage or had settlements, which exceeded coverage amounts for
the past three fiscal years.

B. Pension Plans

Texas Municipal Retirement System

Plan Description

The City provides pension benefits for all of its full-time employees through a non-traditional, joint
contributory, hybrid defined benefit plan in the state-wide Texas Municipal Retirement System
(TMRS), one of 827 administered by TMRS, an agent multiple-employer public employee retirement
systern.

Benefits depend upon the sum of the employee’s contributions to the plan, with interest, and the
City-financed monetary credits, with interest. At the date the plan began, the City granted monetary
credits for service rendered before the plan began of a theoretical amount equal to two times what
would have been contributed by the employee, with interest, prior to establishment of the plan.
Monetary credits for service since the plan began are a percent (100%, 150%, or 200%) of the
employee’s accumulated coniributions. In addition, the City can grant, as often as annually, another
type of monetary credit referred to as an updated service credit which is a thecretical amount which,
when added to the employee’s accumulated contributions and the monetary credits for service since
the plan began, would be the total monetary credits and employee contributions accumulated with
interest if the current employee contribution rate and city matching percent had always been in
existence and if the employee’s salary had always been the average of his salary in the last three years
that are one year before the effective date. At refirement, the benefit is calculated as if the sum of the
employee’s accumulated contributions with interest and the employer-financed monetary credits with
interest were used to purchase an annuity.

Members can retire at ages 60 and above with five or more years of service or with 25 years of service
regardless of age. A member is vested after five vears. The plan provisions are adopted by the
governing body of the City, within the options available in the state statutes governing TMRS and
within the actuarial constraints also in the statutes.

39



CITY OF WALLER, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)
For the Year Ended September 30, 2008

Contributions

The contribution rate for the employees is five percent, and the City’s matching ratio is currently one
to one, both as adopted by City Council. Under the state law governing TMRS, the actuary annually
determines the City contribution rate. This rate consists of the normal cost contribution rate and the
prior service confribution rate, both of which are calculated to be a level percent of payroll from year
to year. The normal cost contribution rate finances the currently accruing monetary credits due to the
City matching percent, which are the obligation of the City as of an employee’s retirement date, not at
the time the employee’s contributions are made. The normal cost contribution rate is the actuarially
determined percent of payroll necessary to satisfy the obligation of the City to each employee at the
time his/her retirement becomes effective. The prior service contribution rate amortizes the unfunded
(over funded) actuarial liability {asset) over the remainder of the plan’s 25-year amortization period.
The projected unit credit actuarial cost method is used for determining the City contribution rate.
Both the employees and the City make contributions monthly.

Future Funding Requirements

At its December 8, 2007 meeting, the TMRS Board of Trustees adopted actuarial assumptions to be
used in the actuarial valuation for the vear ended December 31, 2007, A summeary of actuarial
assumptions and definitions can be found in the December 31, 2007 TMRS Comprehensive Annual
Financial Report (CAFR).

Since its inception, TMRS has used the Unit Credit actuarial funding method. This method accounts
for liability accrued as of the valuation date, but does not project the potential future liability of
provisions adopted by a city. Two-thirds of the cities participating in TMRS have adopted the
Updated Service Credit and Annuity Increases provisions on an annually repeating basis. For the
December 31, 2007 valuation, the TMRS Board determined that the Projected Unit Credit (PUC)
funding method should be used, which facilitates advance funding for future updated service credits
and anmuity increases that are adopted on an annually repeating basis. In addition, the Board also
adopted a change in the amortization peried from a 25-year "open" to a 25-year "closed" period.
TMRS Board of Trustee rules provide that, whenever a change in actuarial assumptions or methods
results in a contribution rate increase in an amount greater than 0.5%, the amortization period will be
increased to 30 years, unless & city requests that the period remain at 25 years. For cities with
repeating features, these changes would likely result initially in higher required contributions and
lower funded ratios; however, the funded ratio should shew steady improvement over time. To assist
in this transition to higher rates, the Board also approved an eight-year phase-in period, which will
allow cities the opportunity to increase their contributions gradually (approx. 12.5% each vear) (o
their full rate {or their required contribution rate).

If the changes in actuarial funding method and assumptions had not been adopted for the 2007
valuation, the City’s unfunded actuarial accrued liability would have been $115,180 and the funded
ratio would have been 91.5%.

In addition, TMRS is currently working on its legislative package for 2009, There is a possibility that
the investment rate of return (IRR) assumption of seven percent would need to be lowered if desired
legislation for the 2009 session is unsuccessful. Maintaining a seven percent IRR assumption is
contingent in part on the continued diversification of the TMRS portfolio, from an almost exclusive
bond portfolic to a portfolio that includes equities as well. If state legislation needed to facilitate the
continued diversification is not enacted, TMRS may have to revisit the continued diversification of
the portfolio and consider reducing the assumed IRR. A reduction in the IRR would result in
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increased actuarial accrued liabilities, thus causing further increases in ity contribution rates,
following the December 31, 2009 actuarial valuation.

All assumptions for the 12/31/07 valuations are contained in the 2007 TMRS Comprehensive Annual
Financial Report, a copy of which may be obtained by writing to P.O. Box 149153, Austin, Texas
78714-6153. The following is & summary of the actuarial assumptions:

Actuarial Cost Method Projected Unit Credit
Amoritization Method Level % of Payroll _
Remaining Amortization Period 25 Years - Closed period
Asset Valuation Method Amortized cost
Investment Rate of Retum 7%
Projfected Salary Increases Varies by age and service
Includes Inflation at 3.5%
Cost of Living Adjustments 0.0%
2008 2007 2006
Annual Req. Contrib. (ARC) $ 38,656 3 36,794 $ 32,983
Contributions Made $ 38,656 3 36,794 $ 32,983
NPO at the End of Period § - $ - h) -
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CITY OF WALLER, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE «- BUDGET AND ACTUAL

GENERAL FUND
For the Year Ended September 30, 2008
With Comparative Totals for the Year Ended September 30, 2007

2008
Variance
with Final
Original Budget
and Final Positive 2007
Budget Actual {Negative) Actual
Revenues
Property taxes $ 244,800  § 235832  § (8,968 § 202,635
Sales tax 1,050,000 770,211 _ (279,789 758,581
Franchise and other taxes 121,000 124,913 3,913 126,097
Licenses and permits 25,000 40,230 15,230 46,622
Fines and forfeitures 55,000 85,950 30,950 38,267
Charges for services 349,600 406,641 57,041 356,404
Contributions 75,000 - (75,000) -
Investment income - 619 619 896
Other revenue 65,000 66,555 1,555 6,081
Total Revenues 1,985,400 1,730,851 (254,449 1,539,483
Expenditures
Current;
General government 1,994,014 1,525,172 468,842 1,415,666
Total Expendifures 1,994,014 1,525,172 468,842 1,415,666
Other Financing Sources
Lease proceeds - 33,084 33,084 -
Total Other
Financing Sources - 33,984 33,984 -
Change in Fund Balance b (8,614 § 239,763 § 248,377 % 123,817
Beginning fund balance 708,028
Ending Fund Balance 3 047,791

Notes to Required Supplementary Information:

1. Annual budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP),

45



(This page ivtentionally left blank.)

46



CITY OF WALLER, TEXAS
SCHEDULE OF FUNDING PROGRESS-
TEXAS MUNICIPAL RETIREMENT SYSTEM

The City's annual covered payroll and pension costs are actuarially valued on a calendar year basis, Because the City makes all the
anmually required contributions, no net pension obligation (NPO) exists. The information presented below represents the City’s

Schedule of Funding Progress,

Fiscal Year 2008 2007 2006 2605 2004
Actuarial Valuation Date 12/31/2007 12/31/2006 12/31/2005 12/31/2004 12/31/2003
Actuarial Yalue of Assets 3 1,235292 § 1,170,058 § 1,143,807 % 1,040,484 % 1,025,918
Actuarial Acerued Lisbility $ 1,293,918 % 1,330,651 § 1,287,176 & 1,173,282 § 1,151,658
Percentage Funded 95.5% 87.9% 88.9% 88.7% 89.1%
Unfunded Actuarial

Accrued Liability 3 58,626 % 160,593 § 143,369 8 132,738  § 125,740
Annual Covered Payroll b 747,021 § 688,015 § 676,673 8 679,634 § 643,488
Unfunded Actuarial Accrued Liability

{UAAL) % of Covered Payroil 7.8% 23.3% 21.2% 19.5% 19.5%
Net Pension Cbligation (NPG)

at the Beginning of Period $ - 8 - & b3 - % -
Anmyal Req. Contrib. (ARC) 3 38,656 § 36,794 § 32,983 % 35,554 % 33,506
Contributions Made 3 38,656 § 36,794 % 32,983 ¢ 35,554 § 33,506
b 5 5 $ k)

NPO at the End of Period
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CITY OF WALLER, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

DEBT SERVICE FUND
For the Year Ended September 30, 2008
With Comparative Totals for the Year Ended September 34, 2007

2008
Variance
with Final
QOriginal Budget
and Final Positive 2007
Budget Actual {Negative) Actual
. Revenues
Property taxes 3 261,775 % 250,517 % (2,258) % 253,160
Investment income - - - 5,576
Total Revenues 261,775 259,517 {2,258) 258,736
Expenditures
Principal 150,000 150,000 - 140,000
Interest and fiscal charges 111,773 105,994 5,781 111,934
Total Expenditures 261,775 255,994 5,781 251,934
Revenues Over
{Under) Expenditures $ - 3,523 % 3,523 % 6,802
Beginning fimd balance 145,422
Ending Fund Balance 3 148,945
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