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Independent Auditor's Report on Financial Statements

City Commission

City of Electra, Texas
101 North Main
Electra, Texas 76360

Members of the City Commissian:

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 remaining fund
information of the City of Electra, Texas as of and for the year ended September 30, 2008, which
coliectively comprise the City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Electra, Texas' management. Our responsibility is to express
opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City of
Electra, Texas as of September 30, 2008, and the respective changes in financial position, and where
applicable, cash flows, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated January 5,
2008, on our consideration of the City of Electra, Texas' internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and important for assessing the resuits of
our audit,

The Management's Discussion and Analysis and the budgetary information identified as Required
Supptementary Information in the table of contents are not a required part of the basic financial statements
but are supplementary information required by accounting principles generally 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
infarmation. However, we did not audit the infarmation and express no opinion on it.



Our audit was conducted for the purpose of forming opinions on the financial statements which collectively
comprise the City of Electra, Texas’ basic financial statements. The other supplementary information
section in the table of contents is presented for purposes of additional analysis and is not a required part of
the basic financial statements. The other supplementary information section have been subjected to the
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.

Respecifully submitted,

PN b, Uy Ao i o, D

MATHIS, WEST, HUFFINES & CO., P.C.

Wichita Falls, Texas
January 5, 2008
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CITY OF ELECTRA

101 NORTH MAIN . Phone 94()- 495-2146 * FAX 949 495-3025 :
: ELECTRA TEXAS 76360-2699 '

MANAGEMENT’S DISCUSSION AND ANALYSIS

' As management of the Crty of Electra Texas we offer readers of the Cltys Annua] Fmanmal Report thrs narratlve

‘overview and analysis of the City's financlal performance during the fiscal year ended September 30 2008 Please _ RS

' “read iti in con;unctlon W|th the Ctty s f nancra] statements whloh follow thls seotlon

g8 ;FINANCIAL HIGHLIGHTS

_:_OVERVIEW OF THE FINANCIAL STATEMENTS

The assets of the Clty exceeded lts ]rabllltles at the close of the most recent fi scal year by $8 384 189 (net
assets) Of thls amount $1 941 542 (unrestrlcted net assets) rnay be used to meet the City's obllgat|ons

".Dunng the year. the C]tys total net assets lncreased by $891, 397 Thls lncrease is due to increases in
‘municipal :water rates, -additional assets acquired - including downtown sidewalks, Saratoga Estates
- Subdivision rnfrastructure and additional water infrastructure, The downtown sidewalks, water infrastructure, :
. and Saratoga Estates were in part funded by contnbutlons from the Electra 4B Econornlc Development -
' Corporatlon andior state and federal grants S . . o

'_The governmenta] funds reported a fund balance thls year of $198 588 Wthh is an Increase of $3'l 486 In'

comparison with the prior year amount 100% of this amount is avallable for spend:ng at the government‘ _

B drscretlon (unreserved fund balance)

: At the end of the current t‘ scat year unreserved fund balance for the General Funct was $‘1QB 588 or .
- approxtmately 11% of the total General Fund expendltures . L

Flgure A-1 .

s - Reqmred Components of the City’s
: Th|s annual report consrsts of three parts—management‘s dtscussron and ST Annunl Fmanmal Repo:t
analysis (this section), the basic financial stalements, and required, _
S -ﬁsupplementafy information. The basic financial statements include two = T R .
S EInnt:ts of statements that present dlfterent views ofthe Clty _7;@@%{4 ‘Basie - Required
’ SERTAOE . . . | Pesenaséon . Financt_al : Supplementary
e '._--The f rst two statements are govemment—wrde financial statements aied Statements | | |nformatlon
.- that provide both long-term and short- tenn lnformat:on about the ualysis :
o Cltys overa]l nancual status. - - R :
. 'The remalnlng staternents are fund financial statements that focus =~ -7 0T oot
on individual parts of the government, reporting the Cltys operatrons PP L T
in mare detall than the governrnent-WIde statements . I L : IR I
E The govemmental funds statements tell how genera! govemment B o —
- services were fi nanced in the shon‘ tenn as weII as what remalns for | Government-wide| | " Fuma - Fates |
jfuture spendlng ' ' : = . “|1 - Finenciat - Financlal | | za e
: . . . . . . st_al_amants St_at_nrnonts K : ?a:mml
‘. The propnetary mnd statements offer short- and Iong-term t' nancral | Srateusns
information -about the activities ‘the government operates Ilke :
: busrnesses such as the water and sewer system

C o summary <" Detail

The fi nancral statements also lnclude notes that explain some of the 1nformat|on in the t' nanciai statements and
. provide more detailed data. The statements are followed by a section of required supplementary information that
further explains and supports the information in the financial statements Flgure A 1 shows how the reqmred parts of
' thls annual report are arranged and related to one another : . :



Figure A-2 summarizes the major features of the City's financial statements, including the portion of the City's

government they cover and the types of information they contain.

The remainder of this overview section of

management’s discussion and analysis explains the structure and contents of each of the statements.

Figure A-2. Major Features of the City's Government-wide and Fund Financial Statements

Fund Statements

Type of Statements Government-wide Governmental Funds Proprietary Funds
Entire Agency's government The activities of the City Activities the City operates similar
Scope (except fiduciary funds) that are not proprietary or to private businesses - the water
and the Agency's component fiduciary and sewer system
units
;- |-= Statement of net assets "« Balance sheet - e Statement of net assets
e o s Ul e Statement of activities « Statement of revenues, . . .|'s  Statement of revenues,
Required financial .-~ -7 . expenditures & changes |  expenses, and changes in
~‘netassets . o0

statements -

7 In fund balances . ": "~ - -

s ‘Statement of cash flows '

Accounting basis

Accrual accounting and

Medified accrual

Accrual accounting and

and measurement BConomic resources focus accounting and current economic resources focus
focus financial resources focus
R 1 All assets and liabilities, -+ - . Only assets expectedto - - All assets and [iabilities,
Typeof .- 7 bath financial and capital,: *.° - | be used up and liabilitles - " .} both financial and capital, and
asset/liability short-term and long-term -+~ == | that come due during'the - _short-term and fong-term 1 -
information. " R SR year.or soon thereafter, .0 |
LR IR no capital-assets ineluded = o= [
All revenues and Revenues for which cash All revenues and
expenses during year, is received during or soon expensas during year,
Type of regardiess of when cash after the end of the year; regardless of when cash
inflow/outflow Is received or paid expenditures when goods is received or paid
information or services have been

received and payment is
due during the year or
soon thereafter

Government-wide Statements

The government-wide statements report information about the City as a whole using accounting methods similar to
those used by private-sector companies. The statement of net assets includes all of the government's assets and
liabilities. All of the current year's revenues and expenses are accounted for in the statement of activities regardless
of when cash is received or paid.

The two government-wide statements report the City's net assets and how they have changed. Net assets—the
difference between the City's assets and liabilities—is one way to measure the City's financial health or position.

»  Over time, increases or decreases in the City's net assets are an indicator of whether its financial health is
impraving or deteriorating, respectively.

* To assess the overall health of the City, one needs to consider additional non-financial factors such as
changes in the City's tax base,

The government-wide financial statements of the City are divided into three categories:

« Govermnmental activities. Most of the City's basic services are included here, such as the fire department, law
enforcement, street department, sanitation, parks services, the City cemetery, animal contrel and general
administration.

* Business-fype activities. The City charges fees fo customers to help it cover the cost of certain services it
provides. The City's water, sewer, sanitation and electric system are included here.

» Component Units. The City includes one other entity in its report - the Business Development Corporation of
Electra, Inc. Although legally separate, this "component unit" is important because the City is financially
accountable for i,



Fund Financial Statements

The fund financial statements provide more detailed information about the City's most significant funds—not the City

as a whole. Funds are accounting devices that the City uses to keep track of specific sources of funding and
. spending for particular purposes.

* Some funds are required by State law and by bond covenants.

¢ The City Commission establishes other funds to control and manage money for particular purposes or to show
that it is properly using certain taxes and grants.

The City has the following kinds of funds:

* Govemmental funds—Most of the City's basic services are included in governmental funds, which focus on (1)
how cash and other financial assets that can readily be converted to cash flow in and out and (2) the balances
left at year-end that are available for spending. Conseguently, the governmental fund statements provide a
detailed short-term view that helps you determine whether there are more or fewer financial resources that
can be spent in the near future to finance the City's programs. Because this information does not encompass
the additional long-term focus of the government-wide statements, we provide additional informatian at the
bottom of the governmental funds statement, or on the subsequent page, that explain the relationship (or
differences) between them.

* Proprietary funds—Services for which the City charges customers a fee are generally reported in proprietary
funds. Proprietary funds, like the government-wide statements, provide both long- and short-term financial
information. In fact, the City's proprietary funds are the same as its business-type activities, but provide more
detail and information, such as cash flows.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net assets, The City's combined net assets were $8,384,189 ($1,039,254 for Governmental Activities and
$7,344,935 for Business-type Activities) at September 30, 2008. (See Table A-1.)

Table A-1
City's Net Assets
Governmental  Governmental Business-type Businass-type
Activities Activities Percentage Activities Activities Percentage
2007 2008 Change 2007 2008 Change

Current and other assets  § 223,014 5 252410 2663% § 1,808,336 % 2,201,196 17.85%
Capital assets, net 549934 823 804 33.25% - 12,306,536 12,322 505 0.13%

Total assets 772948 1,076,314 28.18% 14,114,872 14,523,701 2.81%
Long-term liabilities 20,773 10,728 -893.63% 7,275,000 7,060,000 -3.05%
Cther liabllities 25,202 26,332 4.209% 74,053 118,766 37.65%

Total liabilities 45975 37.060 -24.06% 7,349,053 7.178.766 -2.37%
Net assets

Invested in capital

assets, net of related

debt 529,161 813,176 34.93% 5,031,526 5,262,505 4.39%

Restricted - - - 353,933 366,966 3.54%

Unrestricted 197.812 226,078 12.50% 1,380,250 1.715.464 19.54%

Total net assets 726973 § 1039254 __ _3005% S 6765819 5 7344935 __ 7.88%

The $226,078 and $1,715,464 of unrestricted net assets at September 30, 2008 represents resources available to
fund the programs of the City next year if sufficient resources are not derived from future resources. The restricted
net assets are required to be set aside for retirement of long-term debt.



Changes in net assets. The City's total revenues, both program and general, were $6,694,456. A significant
portion, 71%, of the City's revenue comes from charges for services. (See Figure A-3.) 7% comes from capital grants
and contributions. 8% comes from property taxes and 5% from sales taxes. Other minor categories combined make
up 9% of the City's total revenues.

The total cost of alt programs and services was $5,803,059; 67% of these costs are for utility fund related expenses.
The City's expenses cover a range of services, with 5% related to street maintenance and 9% for law enforcement
(See Figure A-4.)

Figure A-3
Sources of Revenue for Fiscal Year 2008

Capital Grants & Investment Earnings
Contributions i 1%
7% / |
Franchise Taxes \ Miscellaneous
1% T \ /’ ////— 7%

Sales Taxes
5%

Property Taxes / Charges for Services
8% - 71%

Figure A-4
Functional Expenses for Fiscal Year 2008

Country Club i
'.;y _kibrary Other
1% | 2% o
| L 10%

Street Department
5% N

Police Department -
9%

Utility Fund Costs

Administrative B67%

6%



Governmental Activities

Table A-2 presents the various revenue categories and gross costs of each of the City's functional areas for the

current year.

Table A-2

Changes in Net Assets

Governmental Activities Business-type Activities Totals
2007 2008 2007 2008 2007 2008
Revenues
Program revenues:
Charges for services $ 191,851 $ 123437 $ 4203619 $ 4,640,789 $ 4305470 § 4,764,225
Operating grants and
contributions - 21,277 - 56,663 - 77,940
Capital grants and .
contributions 73,528 226,967 1,487 124 173,774 1,570,652 400,741
General revenues: )
Property taxes 154,173 144,689 304,800 368,288 458,973 512,977
Sales taxes 330,417 363,000 - - 330,417 363,000
Franchise fees 85,635 90,586 - - 85,635 90,586
Dther taxes 1,219 717 - - 1,219 717
Investment earnings 6,102 4,521 47,953 33,211 54,055 37,732
Contributions from
Electra 4B Economic
Davelopment Corp. - 276,142 - 100,000 - 376,142
Miscellaneous 81.954 45 764 2,844 24 631 84,798 70,395
Total revenues 934,879 1.297.100 6,056,340 5,397,356 £,991,219 6.694 456
Expenses
General administration 299,939 338,101 - - 295,939 338,101
Police department 536,284 514,442 - - 536,284 514,442
Fire department 51,836 47,248 - - 51,836 47,248
Legal and judicial 53,287 54,691 - - 53,287 54,691
Street deparment 275,000 277,441 - - 275,000 277 441
Animal controt 32,514 34,271 - - 32,514 34,271
Library 96,613 103,465 - - 96,613 103,465
Senior Citizens center 33,813 65,943 - - 33,913 65,943
Ambulance service 36,000 36,000 - - 36,000 36,000
Tax department 8,158 7,802 - - 8,198 7,802
Parks and recreation 41,643 63,221 - - 41,643 63,221
Country Club 151,807 81,754 - - 151,807 81,754
Swimming pool 37,022 36,025 - - 37,022 36,025
Cemetery 31,211 23,218 - - 31,211 23,218
Main Street 54,387 209,333 - - 54,387 209,333
Utility fund costs - - 3.756,254 3.810,004 3,756,254 3,810,004
Total expenses 1,739,754 1,893,055 3.756.254 3,910,004 5,486 008 5,803,053
Transfers 872,132 508.236 (872,132) (80B.236) - -
Increase (Decrease) in
net assets § 67257 5 312281 B 1427954 3 579,116 $ 1485211 § 891,397

Explanation for the large and or unusual variances between 2007 and 2008 are as follows:

Capital grants and contributions decreased by $1,169,911 from 2007 due to grants received from ORCA and
USDA to fund the new water supply line and replacement water distribution lines in 2007.

Sales taxes increased 9.9%, or $32,583 from 2007 due to continued activity in the oil field industry and the
continued success of several local retail and food services businesses.

Investment earnings decreased from 2007 by 30%, or $16,323, primarily due to lower interest rate of return
throughout 2008.

Contributions from Electra 4B Economic Development Corporation of $376,142 were received for the
construction of the Saratoga subdivision and partial match funds on an ORCA water line improvement grant.
Utility Fund costs increased from 2007 by 4.1%, or $153,750, due to increased depreciation expense from
the new water lines ($123,120) and increased trash collection service costs of 17.9% or $46,343 in 2008.

Main Street expenses were relatively flat with the exception of $150,000 in expenses for the new downtown
sidewalks. This is not a reoccurring cost.



+ Charges for services increased 8.4% from 2007 due to rate increases in the water and electric utilities, and

increased water sales.

Table A-3 presents the cost of each of the City's largest functions as well as each function’s net cost (fotal cost less
fees generated by the activities and intergovernmental aid). The net cost reflects what was funded by state revenues

as well as local tax dollars.

® The cost of all govemnmental activities this year was $1,893,055; however, the amount that our taxpayers paid
for these activities through property taxes was only $144,6809.

* Some of the cost was paid by those who directly benefited from the programs through charges for services of

$123,437.
Table A-3
Net Cost of Governmental Activities

Governmenta) Activities Percentage Net Cost of Services Percentage

2007 2008 Change 2007 2008 Change
General administration 5 299,938 3 338,10 12.72% 5 289,939 $ 338,101 12.72%
Police depanment 536,284 514,442 -4.07% 380,952 366,358 3.83%
Street department 275,000 277,441 0.89% 275,000 277,441 0.85%
Country club 151,907 81,754 -46.18% 75,806 53,235 «29.77%

FINANCIAL ANALYSIS OF THE CITY'S FUNDS

General Fund Budgetary Highlights

Over the course of the year, the City revised its budget one time. Actual expenditures were $82,103 below final
budget amounts. There most significant negative variance was in the Main Street department in the amount
$148,856. The most significant positive variances were in the areas of general administration, $145,924, the animal
control department, $14,015, and the street department, $40,308.

Resources available were $96,393 above the final budgeted amount. The most significant favorable variance was

operating and capital grants and contributions in the amount of $213,289. Taxes reflected an unfavorable variance of
$106,071, primarily due to a decrease in sales tax revenue.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of 2008, the City had invested in a broad range of capital assets totaling $13,146,409 including land,

equipment, buildings, and vehicles. (See Table A-4.)

Table A-4
Capital Assets
Governmental Activities Business-type Activities Totals
2007 2008 2007 2008 2007 2008

Land $ 18,186 § 18,156 $ 188115 % 188,115 5 208271 § 206271
Buildings, systems and '
and improvements, net 349,124 334,249 11,886,205 12,006,559 12,335,329 12,340,808
Furniture and
eguipment, net 182,654 199,859 132,216 127,831 314,870 327,780
Infrastructure - 271,540 - - - 271,540

Totals § 540934 § 823904 512,306,536 512,322 505 £12.856.470 513,146.409



Long-term Debt

At year-end the City had $7,2085,773 in notes, capital leases, and bonds as shown in Table A-5. More detailed
information about the City's debt is presented in the notes to the financial statements as well as in the supplemental
schedules.

Table A-5
Outstanding Debt
Governmential Activities Business-type Activities Totals
2007 2008 2007 2008 2007 2008
Capital leases payable § 20773 & 10,728 8 - 8 - 3 20773 S 10,728
Bonds payabile - 7.275000 7,060,000 7,275,000 7.060,000

Totals ] 20773 % 10.728 $ 7.275,000 § 7.060.000 £ 7295773 § 7.070.728

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

» Appraised Value used for the 2008-09 budget preparation is $80,551,425, up $7,804,927 above |ast year's
values.

These indicators were taken into account when adopting the General Fund budget for 2008-09. Amounts available
for appropriation in the General Fund budget are $1,972,312, an increase of 1.6% under the original 2007-08 budget
of 51,940,943, Property tax revenue will decrease $10,000 or 5% from the criginal 2007-08 budget of $193,500.
Expenditures are budgeted to increase 1.6% from the final 2007-08 budget of $1,940,943 to $1,972,312.

If these estimates are realized, the City's budgetary General Fund's fund balance is not expected to change
appreciably by the close of 2008-08.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial repart is designed to provide a general overview of the City's finances for all those with an interest in

the government's finances. Questions concerning any of the information provided in this report, or requests for
additional financial information, should be addressed to the City's Administration Office.
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CITY OF ELECTRA, TEXAS
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008

Assets
Cash and cash equivalents
Receivables (net):

Ad valorem taxes

Sales taxes

Utility accounts

Other
Accrued ufility revenues
Restricted assets:

Cash and cash equivalents
Capital assels, net of accumulated depreciation
Deferred charges

Total assets

Liabilities

Accounts payable

Accrued payroll

Retainage payable

Other accrued expenses

Customer deposits

Lang-term liabilities:
Partion due or payable within one year
Accrued interest
Portion due or payable after one year
Original issue discount
Deferred loss on early retirement
Total liabilities

Net Assets
Invested in capitai assets, net of related debt
Restricted for debt service
Unrestricted
Total net assets

Primary Government

EXHIBIT A-1

Component
Unit

Electra 4B
Economic

Governmental Business-type Development

Activitias Activities Total Corporation
$ 170,059 1,080,157 $ 1,260,218 5 126,543

27,490 - 27,480 -

40,857 - 40,857 -

- 20,991 20,991 -

14,004 - 14,004 -

- 539,291 539,291 -

- 381,506 381,506 -
823,904 12,322,505 13,146,408 2,121

- 168,251 169,251 -
1,076,314 14,523,701 15,600,015 128,664

6,257 234,289 240,548 -

11,758 1,274 13,032 -

- 25,011 25,011 -

8,317 11,794 20,111 -

- 14,540 14,540 -

10,728 220,000 230,728 -

- 45,063 45,063 -

- 6,840,000 6,840,000 -

- {(33,227) (33,227} -

- {179,978) {179,978) -

37.060 7,178,766 7,215,826 -

813176 5,262,505 6,075,681 -

- 366,966 366,966 -
226,078 1,715,464 1,841,542 128,664
$ 1,039,254 7,344,935 $ 8,384,189 3 128,664

The accompanying notes are an integral part of this statement.

10



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

Program Revenues

Operating Capital
Charges for Granis and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary Government:
Governmental activities:
General administrative $ 338,101 $ - L - L -
Pclice department 514,442 66,474 3,825 77,785
Fire department 47,248 - - -
Legal and judicial 54,691 6,998 - -
Street department 277 441 - - -
Animal contral department 34,271 2,951 3,525 -
Library 103,465 1,674 4,297 -
Senior Citizens Center 65,943 - 9,630 -
Ambulance service 36,000 - - -
Tax department 7,802 - - -
Parks and recreation 63,221 - - -
Country Club 81,754 28,520 - -
Swimming pool 36,025 9,620 - -
Cemetery 23,218 7,200 - -
Main Street 209,333 - - 149,182
Tatal governmental activities 1,893,055 123,437 21,277 226,967
Business-type activities:
Utility 3,910,004 4,640,789 56,663 173,774
Total primary government $ 5,803,059 $4,764,2286 [ 77,940 $ 400,741
Component Unit - Electra 4B Ecanomic
Development Corperation $ 345439 $ - % - 5 -

General Revenues:
Taxes:

Property tax

Sales tax

Franchise fees

Hotel occupancy fax
Investment earnings
Contributions from Electra 4B Economic Development Corp.

Miscellaneous

Transfers
Total general revenues and transfers
Change in net assets
Net assets - beginning
Net assets - ending

The accompanying notes are an integral part of this statement.

1



EXHIBIT A-2

Net (Expense) Revenue and Changes in Net Assets

Governmental Business-type Component
Activities Actlvities Total Unit
$  (338,101) - $ (338,101) $ -
{366,358) - (366,358) -
(47,248) - (47,248) -
(47,693) - (47,693) -
(277 441) - (277,441) -
(27,795} - (27,795) -
(97,484) - (97,494) -
{56,313) - {56,313} -
{36,000) - (36,000} -
{7,902} - (7,902} -
{63,221) - (63,221) -
{53,234) - (53,234} -
{26,405) - {26,405) -
{16,018) - (16,018} -
{60,151) - {60,151) -
(1,521,374} ~ {1,521,374) -
- 961,222 961,222 -
{1,521,374) 961,222 {560,152) -

- - - (345,439)
144,689 368,288 512,977 -
363,000 - 383,000 121,880

90,586 - 90,586 -

7 - 717 -

4,521 33,211 37,732 3177
276,142 100,000 378,142 -
45,764 24,631 70,395 -

908,236 (908,236) - 10

1,833,655 (382,106) 1,451,549 125,067

312,281 578,116 891,397 (220,372)

726,973 6,765,819 7,492,792 349,036

$ 1,039,254 $ 7,344,935 $ 8,384,189 $ 128,664
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EXHIBIT A-3

CITY OF ELECTRA, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2008

General
Fund
Assets
Cash and cash equivalents B 170,059
Receivabies {net of allowances for uncollectibles):
Ad valorem taxes 27.490
Government agencies 40,657
Other 14,004
Total assets $ 252 410
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 6,257
Accrued payroll 11,758
Other accrued liabilities 8,317
Deferred revenue 27,490
Total labilities 53,822
Fund balances:
Unreserved, Undesignated 198,588
“Total fund balances 188,588
Total liahilities and fund balances 5 252,410

The accompanying notes are an integral part of this statement.
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CITY OF ELECTRA, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008

Total fund balances - governmental funds balance sheet (Exhibit A-3)

Amounts reparted for governmental activities in the statement of net assets (Exhibit A-1)

are different because:

Capital assets used in governmental activities are not financial resources and
therefore not reported in the funds. Capital assets at year-end consist of:

Gross capital assets
Related accumulated depreciation

Property taxes recelvable are not available to pay for current period

expenditures and therefare are deferred in the funds.

Long-term liabilities are not due and payable in the current period and therefore
not reported as liabilities in the funds, Long-term liabilities at year-end are

as follows:
Capital lease payable

Net assets of governmental activities - statement of net assets

The accompanying notes are an integral part of this statement.
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$1,777.908

954,004

EXHIBIT A-4

§ 198,588

823,804

27,480
(10,728)

$ 1,039,254



CITY OF ELECTRA, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Revenues.
Taxes
Licenses and permits
Revenue use of property and money
Charges for services
Fines and forfeftures
Intergovernmental
Contributions
Other
Total revenues

Expenditures:
General administrative
Police department
Fire department
Legal and judicial
Street department
Animal control department
Library
Senior Citizens Center
Ambulance service
Tax department
Parks and recreation
Country Club
Swimming pool
Cemetery
Main Street

Total expenditures

Excess of revenues (under) expenditures
Other financing sources {uses);
Operating transfers in

Total other financing sources {uses)

Excess of revenues and other financing sources over
{under) expenditures and other financing uses

Fund balance, October 1 -

Fund balance, September 30

The accompanying noles are an integral part of this statement.

General
Fund

$ 602,329
1,133
39,345
40,157
66,415
235,089
13,155
26,670

1,024,293

325,984
559,618
44,721
52,917
286,471
34,271
89,307
58,063
36,000
7,902
59,440
77,533
35,545
23,218
208,053

1,801,043

(876,750)

808,236

508,236

31,486

167,102

% 198,588
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CITY OF ELECTRA, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Net change in fund balances - total governmental funds (Exhibit A-5)

Amounts reported for governmental activities in the statement of activilies {Exhibit A-2)
are different because:

Capital outlays are reported in governmental funds as expenditures. However, in
the Statement of Activities, the costs of those assets are allocated over their
useful lives as depreciation expense. The net difference between the two is as

follows:
Capital outlay during the year % 355,600
Depreciation expense during the year 81,722

Because property taxes receivable will not be collected for several months after
the City's flscal year ends, they are not considered 'available' revenues and are
deferred in the governmental funds. Deferred revenues decreased by this amount
this year.

Repayment of long-term debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement of Net

Assets, Capital [ease and note payable principal payments in 2007-2008 totaled
this amount,

Change in net assets of governmental activities - statement of activities

The accompanying notes are an integral part of this statement.
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$ 31486

273,968

(3,335)

__ 10162

$312,281



CITY OF ELECTRA, TEXAS
STATEMENT OF NET ASSETS
ENTERPRISE FUND
SEPTEMBER 30, 2008

Assets
Cash and cash equivalents
Receivables (net of allowances for uncollectibles):
Utility accounts
Accrued utility revenues
Restricted assets
Cash and cash equivalents
Capital assets, net of accumulated depreciation
Deferred charges
Total assets

Liabilities:
Accounts payable
Accrued payrofl
Retainage payable
Accrued interest
Other accrued liabilities
Customer meter deposits
General obligation bonds payable - current maturities
General obligation bonds payable - less current maturities
Original issue discount
Deferred loss on early retirement
Total liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total net assets

The accompanying noles are an integral part of this statement.
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Enterprise
Fund

Utility
Fund
$ 1,080,157

20,891
539,261

381,506
12,322,508
169,251

514,523,701

$ 234,280
1,274

25,011
45,063
11,794
14,540
220,000
6,840,000
(33,227)
(179,978)

7,178,766

5,262,505
366,966
1,715,464

$ 7,344,935

EXHIBIT A-7



CITY OF ELECTRA, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN FUND NET ASSETS - ENTERPRISE FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Operating revenues:
Water service
Sewer service
Electric service
Sanitation and refuse collection
Other revenues
Total operating revenues

Operating expenses:
Water production
Electrical production
Sanitary sewer
Sanitation and refuse collection
Bad debt expense
Depreciation and amortization

Total operating expenses

Operating income
Nonoperating revenues (expenses}):
Ad valorem taxes
Interest income
Intergovernmental capital grants
Contributions
Bond interest expense
Paying agent and escrow fees
Total nonoperating revenues (expenses)
Income before transfers
Interfund operating fransfers out
Change in net assets

Net assets, October 1

Net assets, September 30

The accompanying notes are an integral part of this statement.

Enterprise
Fund

Utility
Fund

$ B21.078
162,665
3,281,490
385,555
24,633

4,665,421

592,504
2,237,518
111,898
316,122
9,057
333,368

3,600,568

1,064,853

368,288
33,211
230,437
100,000
(307.512)
(1,925)

422,499
1,487,352

{908,236)

579,116

6,765,819

$7,344,935
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CITY OF ELECTRA, TEXAS

STATEMENT OF CASH FLOWS

ENTERPRISE FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Cash Flows from Operating Activities:

Cash received from customers

Cash payments to employees for services

Cash payments to other suppliers for goods and services
Net Cash Provided by Operating Activities

Cash Flows from Non-capital Financing Activities:
Intergovernmental cperating grants
Sales tax receipts
Net decrease in utility deposits
Transfers to other funds
Net Cash Provided (Used) by Non-capital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Principal and interest paid on capital debt
Contributions :
Acquisition or construction of capital assets

Net Cash Provided (Used) for Capital & Related Financing Activities

Cash Flows from Investing Activities:
Interest on investments
Net Cash Provided for [nvesting Activities

Nst Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equlvalents at End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income .
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities
Depreciation and amortization
Bad debt expense
Change in Assets and Liabilities:
Increase in accounts receivable
Increase in accrued utility revenues
Increase in accounts payable
Increase in retainage payable
Increase in accrued expenses
Total Adjustments
Net Cash Provided by Operating Activities

The accompanying notes are an integral part of this stalement.
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EXHIBIT A-9

Enterprise
Fund
Utility
Fund
4,665,421

{257.471)
(2,967,275)

1,440,675

230,437

368,288
(1,735)

(908,236)

{311,246)

(524,437)
100,000
(341,366)

{765,803)

33,211
33,211

396,837
1,074,826

1,471,663

1,064,853

333,368
9,057

(1,535)

(9,188)
17,983
25,011
1,126
375,822

1,440,675



CITY OF ELECTRA, TEXAS

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
SEPTEMBER 30, 2008

Private-Purpose

Trust
Fund
Memorial &
Gift
Fund
ASSETS
Cash and cash equivalents 5 8,544
Due from Main Street Organization -
Total assets $ 8,544
LIABILITIES
Due to Main Street QOrganization $ -
Total liabilities -
NET ASSETS
Unrestricted 8,544
Total Net Assets $ 8,544

The accompanying nofes are an integral part of this statement.
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Agency
Fund

Main
Street

__Organization

31,200
12,005
43,205

12,005
12,008

31,200
31,200

EXHIBIT A-10



EXHIBIT A-11

CITY OF ELECTRA, TEXAS

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30; 2008

Private-Purpose

Trust
Fund
Memorial &
Gift
Fund
Additions:
Investment Income $ 300
Total Additions : 300
Deductions:
Benefits 2417
Total Deductions 2,417
Change in Net Assets {2,117)
Net Assets-Beginning of the Year 10,661
Net Assets-End of the Year $ 8,544

The accompanying notes are an integral part of this statement.
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

A. Summary of Significant Accounting Policies

The combined financial statements of the City of Electra, Texas (City) have been prepared in conformity with accounting
principles applicable to governmental units which are generally accepted in the United States of America. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing governmental
accounting and financial reporting principles.

1.

Financial Reporting Mode|

[n June 1889, the GASB issued Statement No. 34, Basic Financial Statements — and Management's Discussion
and Analysis — for State and Local Governments. This statement, known as the “Reporting Madel” statement,
affects the way the City prepares and presents financial information. State and local governments traditionally
have used a financial reporting model substantially different from the one used to prepare privilege-sector
financial reports.

GASB Statement No. 34 established new requirements and a new reparting model for the annual financial reporis
of state and local Governments. The Statement was developed to make annual reports easier to understand and
more useful to the people who use governmental financial information to make decisions and includes:

Management's Discussion and Analysis - GASB Statement No. 34 requires that financial statements be
accompanied by & narrative introduction and analytical overview of the government's financial activities in the
form of a "management's discussion arid analysis" (MD&A). This analysis is similar to the analysis the
private sector provides in their annual reports.

Government-Wide Financial Statements - The reporting model includes financial statements prepared using
full acerual accounting for all of the government's activities. Government-wide financial statements do not
provide information by fund or account group, but distinguish between the City's governmental activities,
business-type activities and activities of its discretely prasented component unit on the statement of net
assets and statement of activities. Significantly, the City's statement of net assets includes both noncurrent
assets and naoncurrent liabilities of the City, which were previously recorded in the General Fixed Assets
Account Group and the General Long-Term Debt Account Group. Accrual accounting also reports all of the
revenues and cost of providing services each year, not just those received or paid in the current year or soon
thereafter.

In addition, the government-wide statement of activities reflects depreciation expenses on the City's capital
assets, including infrastructure. In addition to the government-wide financial statements, the City has
prepared governmental fund financial statements which continue to use the medified accrual basis of
accounting and the current financial resources measurement focus. Accordingly, the accounting and
financial reporting for the City's General Fund, the City's major governmental fund, is similar to that presented
in the City's financial statements, although the format of financial statements has been modified by GASB
Statement No. 34,

Statement of Net Assets - The Statement of Net Assets is designed to display the financial position of the
primary government (government and business-type activities) and its discretely presented companent units.
Governments report all capital assets, including infrastructure, in the government-wide Statement of Net
Assets and report depreciation expense - the cost of "using up" capital assets - in the Statement of Activities.
The net assets of a government will be broken down into three categories, 1) invested in capital assets, net of
related debt; 2) restricted; and 3) unrestricted.

Statement of Activities - The new government-wide statement of activities reports expenses and revenues in
a format that focuses on the cost of each of the government's functions, The expense of individual functions
is compared to the revenues generated directly by the function (for instance, through user charges or
intergovernmentai grants).
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

2. Reporting Entity

The City's basic financial statements include the accounts of all its operations. The City evaluated whether any
other entity should be included in these financial statements. The criteria for including organizations as
component units within the City's reporting entity, as set forth in GASB Statement No. 39, “Determining Whether
Certain Organizations are Component Units", an Amendment of GASB Statement No. 14, include whether:

- the organization is legally separate (can sue and be sued in its name)

the City holds the corporate powers of the arganization

- the City appoints a voting majority of the organization's board

- the City is able to impose its will on the arganization

the organization has the potential to impose a financial benefit/burden on the City

- there is fiscal dependency by the organization on the City

- the exclusion of the organization would result in misleading or incomplete financial statements

The City also evaluated each legally separate, tax-exempt organization whose resources are used principally to
provide support to the City to determine if its omission from the reporting entity would result in financial
statements which are misleading or incomplete. GASB Statement No. 39 requires inclusion of such an
organization as a compenent unit when: 1) The economic resources received or held by the organization are
entirely or almost entirely for the direct benefit of the City, its component units or its constituents; and 2) The City
or its component units is entitled to, or has the ability to otherwise access, a majority of the economic resources
received or held by the organization; and 3) Such economic resources are significant to the City.

Based on these criteria, the City has one component unit, the Electra 4B Economic Development Corporation.
This discretely presented companent unit is reported in a separate column in the combined financial statements
that emphasize that it is legally separate from the City. The discretely presented component unit has a
September 30th year end. The Electra 4B Development Corporation has not issued separate financial
statements for the period ended September 30, 2008.

3. Basis of Presentation, Basis of Accounting
a. Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities include the
financial activities of the overall government. Eliminations have been made to minimize the double-counting
of internal activities, These statements distinguish between the governmental and business-type activities of
the City. Governmental activities generally are financed through taxes, intergovernmental revenues, and
other nonexchange transactions. Business-type acfivities are financed in whole or in part by fees charged to
external parties.

The staternent of activities presents a comparison between direct expenses and pragram revenues for the
different 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. The City does not allocate indirect expenses in the statement of activities.
Program revenues include (a) fees, fines, and charges paid by the recipients of goods or services offered by
the programs and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues, including all
taxes, are presented as general revenuss.

Fund Financial Statements: The fund financial statements provide information about the City's funds, with
separate statements presented for each fund category. The emphasis of fund financial statements is on
major governmental and enterprise funds, each displayed in a separate column. All remaining governmentat
and enterprise funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as subsidies and investment
earnings, resuit from nonexchange transactions or ancillary activities.
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

The City reports the following major governmental fund:

General Fund. This is the City's primary operating fund. It accounts for all financial resources of the City
except those required to be accounted for in another fund.

The City reparts the following major enterprise fund:

Utility Fund. This fund accounts for electrical, water, and sewer utiiity services to residents of the City.
Activities necessary to provide such services are accounted for in the fund, including, but not limited to,
administration, operations, mainienance, finance and related debt service.

Measurement Focus, Basis of Accounting

Government-wide and Proprietary Fund Financial Statements: These financial statements are reported using
the economic resources measurement focus. The government-wide and proprietary fund financial statements
are reported using the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place.
Nonexchange transactions, in which the City gives (or receives) value without directly recsiving (or giving)
equal value in exchange, include property taxes, grants, entitlements, and danations. On an accrual basis,
revenue from property taxes is recognized in the fiscal year for which the taxes are levied, Revenue from

grants, entitlements, and donations is recognized in the fiscal year in which all eligihility requirements have
been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method, revenues
are recognized when measurable and available, The City considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty days after year-end. Revenues
from local sources consist primarily of property taxes. Property tax revenues and revenues received from the
State are recognized under the susceptible-to-accrual cancept. Miscellaneous revenues are recorded as
revenue when received in cash because they are generally not measurable until actually received.
Investment earnings are recorded as earned, since they are both measurable and available. Expenditures
are recorded when the related fund liability is incurred, except for principal and interest on general long-term
debt, claims and judgments, and compensated absences, which are recognized as expenditures to the extent
they have matured. General capital asset acquisitions are reported as expenditures in governmental funds.

Proceeds of general long-term debt and acquisitions under capital leases are reported as other financing
sources,

When the City incurs an expenditure or expense for which both restricted and unrestricted resources may be
used, it is the City's policy to use restricted resources first, then unrestricted resources.

Under GASB Statement No. 20, "Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities That Use Proprietary Fund Accounting," all proprietary funds will continue to follow
Financial Accounting Standards Board (FASB) standards issued on or before November 30, 1989. However,
from that date forward, proprietary funds will have the option of either 1) choosing not to apply future FASB
standards (including amendments of earlier pronouncements), or 2) continuing to follow new FASB

pronouncements unless they conflict with GASB guidance. The City has chosen to apply future FASB
standards.

4. Financial Statement Amounts

a.

Cash and Cash Equivalents

Far purposes of the statement of cash flows, highly liquid investments are considerad to be cash equivalents
if they have a maturity of three months or less when purchased.

Property Taxes
Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for all real and

business personal property in conformity with Subtitle E, Texas Property Tax Code. Taxes are due on receipt
of the tax bill and are delinquent if not paid before February 1 of the year following the year in which imposed.
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

On January 1 of each year, a tax lien attaches to propery to secure the payment of all taxes, panalties, and
interest ultimately imposed. Properly tax revenues are considered available when they become due or past
due and receivable within the current period.

Allowances for uncollectible tax receivables within the General Fund are based upon historical experience in
collecting property taxes. Uncollectible personal property taxes are periodically reviewed and written off, but
the City is prohibited from writing off real property taxes without specific statutory authority from the Texas
Legislature.

At September 30, 2008, net property taxes receivable is calculated as follows:

Gross property taxes receivable 3 62,654
Allowance for uncollectible taxes (35,164)
Net property taxes receivable § 27.490

c. Inventories and Prepaid ltems
Inventory items are recorded as expenditures when they are consumed.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items.

d. Capital 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 materially 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:

Estimated
Asset Class Useful Lives
Buildings, Systems, and Impravements 20-50
Furniture and Equipment 515

e. Recelvable and Payable Balances

The City believes that sufficient detail of receivable and payable balances is provided In the financial
statements to avoid the obscuring of significant components by aggregation. Therefore, no disclosure is
provided which disaggregates those balances.

There are no significant receivables, other than delinquent property taxes receivable, which are not
scheduled for collection within one year of year end, Of the $62,654 outstanding at September 30, 2008, it is
expected that the City will collect approximately $20,000 during the 2008-2009 fiscal year. This is similar to
the delinquent taxes collected for the year ended September 30, 2008,

f.  Interfund Activity

Interfund activity results from loans, services provided, reimbursements or transfers between funds. Loans
are reported as interfund receivables and payables as appropriate and are subject to elimination upon
consolidation. Services provided, deemed to be at market or near market rates, are treated as revenues and
expenditures or expenses. Reimbursements occur when one fund incurs a cost, charges the appropriate
benefiting fund and reduces Its related cost as a reimbursement. All other interfund transactions are treated
as transfers. Transfers In and Transfers Out are netted and presented as a single "Transfers" line on the
government-wide statement of activities. Similarly, interfund receivables and payables are netted and
presented as a single "Internal Balances" line of the government-wide statement of net assets.
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

g. Use qf Estimates

The preparation of financial statements In conformity with GAAP reguires the use of management's

estimates.
B. Compliance and Accountability
1, Finance-Related Legal and Contractual Provisions

In accordance with GASB Statement No. 38, "Certain Financlal Staterment Note Disclosures,”" violations of
finance-related legal and contractual provisions, if any, are reported below, along with actions taken to address
such viclations:
The City does not have violations of finance-related legal and contractual provisions.

2. Deficit Fund Balance or Fund Net Assets of Individual Funds

The City does not have any funds with a deficit fund balance or deficit fund net assets.

C. Deposits and Investments

The City's funds are required to be deposited and invested under the terms of a depository contract. The depository
bank depasits for safekeeping and trust with the City's agent bank approved pledged securities in an amount sufficient to
protect City funds on a day-to-day basis during the period of the contract. The pledge of approved securities is waived
anly to the extent of the depository bank's dollar amount of Federal Deposit Insurance Corporation {FDIC}) insurance.

Cash Deposits:

At September 30, 2008, the carrying amount of the City's deposits (cash, certificates of deposit, and interesi-bearing
savings accounts included in temporary investments) was $1,641,722 and the bank balance was $1,413,888. The City's
cash deposits at September 30, 2008 and during the year ended September 30, 2008, were entirely covered by FDIC
insurance or by pledged collateral held by the City's agent bank in the City's name.

At September 30, 2008, the carrying amount of the component unit's deposits (cash, certificates of deposit, and interest-
bearing savings accounts included in temporary investments) was $126,543 and the bank balance was $126,543. The
component unit's cash depaosits at September 30, 2008 and during the year ended September 30, 2008, were entirely
covered by FDIC insurance or by pledged collateral held by the component unit's agent bank in the component unit's
name,

Under the terms of revenue bond agreements, the City is required to establish and maintain special funds in its official
depository bank. The bond issue requires the establishment of three funds; the Reserve Fund, the Interest and Sinking
Fund and the Revenue Fund. The City is required to deposit all gross revenue from the operation of the water system
into the Revenue Fund. It is required to make monthly installments into the Interest and Sinking Fund in amounts
necessary to make the next due principal and Interest amounts. It is required to maintain a Reserve Fund in amounts
specified by the agreements which is to be used only to make interest and principal payments when the amounts in the
Interest and Sinking Fund are not adequate.

Restricted Assets:

Restricted assets in the Utility Enterprise Fund, held for specific purposes in accordance with bond ordinances or other
legal restrictions, are comprised of the following:

For DBebt Service:

Cash and cash equivalents $ 366,966
For Customer Meter Deposiis:

Cash and cash equivalents 14,540
Total $ 381506
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Investments:

The Public Funds Investment Act (Act) requires an annual audit of investment practices. Audit procedures in this area
conducted as a part of the audit of the basic financial statements disclosed that in the areas of invastment practices,
management reports and establishment of appropriate policies, the City adhered to the requirements of the Act.
Additionally, investment practices of the City were in accordance with local policies.

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

a.

Credit Risk

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

Custodial Credit Risk

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

At year end, the City was not exposed to custodial credit risk.

Concentrations of Credit Risk

This risk is the risk of loss attributed to the magnitude of a government's investment In a single issuer, At year
end, the City was not exposed fo concentration of credit risk,

Interest Rate Risk

This 15 the risk that changes in interest rates will adversely affect the fair value of an investment. At year end, the
City was not exposed to interest rate risk.

Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an investment. At year end, the City was
not exposed to foreign currengy risk.
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

D.

Capital Assets

Capital asset activity for the perlod ended September 30, 2008, was as follows:

Beginning Ending
Governmental activities: Balances Increases Decreases Balances
Capital assets not being depreciated:
Land 5 18,156 - 3 - 3 18,156
Capital assets being depreciated:
Buildings, systems and improvements 627,891 - - 627,891
Furniture and equipment 776,171 79,548 - 855,719
Infrastructure - 276,142 - 276,142
Total capital assets being depreciated 1,404,062 355,690 - 1,758,752
Less accumulated depreciation for:
Buildings, systems and improvements 278,767 14,875 - 293,642
Furniture and equipment 593,515 62,245 - 855,760
infrastructure - 4,602 - 4,602
Total accumulated depreciation B72.282 81,722 - 954,004
Total capital assets being depreciated, net 831,780 273,968 - 805,748
Governmental activities capital assets, net $ 540036 3 273968 § = $ 823904
Beginning Ending
Business-type activities: Balances Increases Decreases Balances
Capital assets not being depreciated:
Land § 188114 - & - $ 188,114
Capital assets being depreciated:
" Buildings, systems and improvements 16,849,035 322,560 (54,556) 17,117,039
Fumniture and equipment 363,947 70,297 - 434,244
Total capital assets being depreciated 17,212,982 392,857 (54,556) 17,551,283
Less accumulated depreciation for: '
Buildings, systems and improvements 4,805,719 304,761 - 5,110,480
Furniture and equipment 292,760 13.652 - 308,412
“Total accumulated depreciation 5,098,479 318.413 - 5,416,892
Total capital assets being depreciated, net 12,114,503 74.444 {54,556} 12.134,391
Gavernmental activities capital assets, net $12.302617 8 74444 §  (54.556) $12.322.505
Beginning Ending
4B Economic Development Corporation: Balances Increases Decreases Balances
Capital assets not being depreciated:
Land il 2121 s 3 - 8@ 2121

Depreciation was charged to functions as follows:

General Fund:

Administration $ 12117
Fire depantment 2,527
Golf 4,221
Legal 1,774
Library 14,158
Parks and recreation 3,781
Police 21,901
Swimming 480
Senior Citizens 6,880
Street department 13,603
Main Street 280

Total $ 81722
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E. Interfund Balances and Activity

1. Transfers To and From Other Funds

Transfers to and from other funds at September 30, 2008 consisted of the following:

Transfers From Transfers To

Amount

Reason

Enterprise Fund General Fund
F. tong-Term Obligations

1. Long-Term Obligation Activity

3 0908.236

Fund operating deficits

l.ong-term obligations include debt and other long-term liabilities. Changes in long-term obligations for the period

ended September 30, 2008, are as follows:

Amounts
Beginning Ending Due Within
Balances Increases Decreases Balances One Year
Governmental activities: .
Capital leases payable § 20773 % - % 10045 % 10728 § 10,728

Business-type activities:
Bonds payahble

2. Debt Service Requirements

Combined debt service requirements on long-term debt at September 30, 2008, are as follows:

Year Ending September 30,
2008

Governmental Activities

$7275000 & - § 215000 § 7.060000 § 220000

Principal

Interest

Total

§ 10728

§ 729

i 11457

The City uses the General Fund to make alt debt service payments related to governmental activities.

Year Ending September 30,
2009

2010

2011

2012
2013-2018
2019-2024
2025-2030
2031-2036
2037-2042
2043-2046
Totals

Business-type Activities

Principal Interest Total

5 220,000 [ 205,691 % 515,691
225,000 287,684 512,684
235,000 278,979 513,979
240,000 269,864 509,864
1,680,000 1,382,170 3,082,170
2,200,000 886,723 3,086,723
425,000 521,794 946,794
545,000 398,756 043,756
705,000 240,231 945,231
575,000 50,258 625 256

§ __ 7,060.000 § 4622148 § 11682148
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3. Capital Leases

The City has one non-cancellable lease which is categorized as a capital lease. The lease is for 2 street
department trucks. The lease term runs to 60 months. Interest was charged to governmental activities in the
amount of 1,412, '

Commitments under capitalized lease agreements for equipment provide for minimum future rental paymenls as
of September 30, 2008 as follows:

Year Ending September 30, Principal Interest Total
2009 310,728 3 729 $11.457

4, Bonds Payable

A summary of changes in bonds payable for the year ended September 30, 2008, is as follows:

Amounts Amounts
OCutstanding New Outstanding
Range of September 30, Obligations  Obligations  September 30,
Interest Rates 2007 Issued Retired 2008
1998 Combination Tax
and Revenue Ceriificates
of Obligation 4.75%-550% 3% 185000 % - % 185000 $ -
2005 Combination Tax
and Revenue Certificates
of Obligation 4.00%-4.70% 1,480,000 - - 1,480,000
2005 Combination Tax
and Revenue Refunding :
Bonds 2.65%-4.50% 2,610,000 - - 2,610,000
2006 Combination Tax
and Revenue Certificates
of Obligation 4.25% 3.000,000 - 30,000 2,970,000
Totals $§ 7275000 & - $ 215000 $._ 7.060.000

[n 1998, the City issued Combination Tax and Revenue Certificates of Obligation, Series 1998 in the amount of
$680,000. The purpose of the issue was to provide for improvements to the City's water and wastewater
treatment plant. The interest rates on these obligations range from 4.75% to 5.50%. The final maturity date was
February 1, 2008.

In 2005, the City issued Combination Tax and Revenue Certificates of Obligation, Series 2005 in the amount of
$1,500,000. The purpose of the issue was to provide for the construction of a waterline to lowa Park, Texas. The
interest rates on these certificates of obligation range from 4.00% to 4.70%. The final maturity date is February 1,
2024, The annual series payment ranges from $10,000 to $350,000.

Also in 2005, the Cily issued Combination Tax and Revenue Refunding Bonds, Series 2005 in the amount of
$2,900,000. The purpose of the issue was to refund certain of the City's outstanding General Obligation
Refunding Bonds, Series 1992, Combination Tax and Revenue Bonds, Series 1998, and Combination Tax and
Revenue Bonds, Series 2000, for the purpose of achieving a debt service charge savings over the life of the
refunded bonds. The interest rates on these bonds range from 2.65% to 4.50%. The final maturity date is
February 1, 2020. The annual series principal payment ranges from $175,000 to $270,000,

In 2007, the City issued Combination Tax and Revenue Certificates of Obligation, Series 2008 in the amount of
$1,254,469 in addition to the $1,7456,531 issued in 2006 totaling $3,000,000 for the purpose of constructing a
waterline, pumps, and water storage tanks into the City to supply water needs to residents. The interest on these
bonds is 4.25%. The final maturity date is February 1, 2048 and the certificates are callable on February 1, 2016.
The annual series principal payment ranges from $30,000 to $155,000.
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The City's current year payments for debt service included $305,185 of interest and $1,925 in fees.

There are a number of limitations and restrictions contained in the general obligation bond indentures.
Management has indicated that the City is in compliance with all significant limitations and restrictions.

Advance Refunding

The Combination Tax and Revenue Refunding Bonds, Series 2005 were used to advance refund a portion of the
Series 1998 bonds and all of the Series 1992 and Series 2000 bands. Proceeds from the issuance of the Series
2005 bends totaled $2,853,024 with $2,746,736 going into the escrow account to service the refunded debt. The
difference between the cash flow required to service the old debt and that required to service the new debt and
complete the refunding is $218,745. The economic gain from the advance refunding; i.e., the difference hetween
the present value of the old debt service requirements and the present value of the new debt service
requirements discounted at the effective interest rate on the new debt is $26,958.

During the years ended September 30, 2005 and 1992, the City defeased certain outstanding general obligation
bonds by placing the proceeds of new bonds and additional cash in an irrevocable trust to provide for all future
debt service payments on the old bonds. Accordingly, the trust escrow accounts and the defeased bonds are not
included in the City’s financial statements. At September 30, 2008, the following outstanding bonds are
considerad defeased:

Amount
General Obligation Bonds:

1987 General Obligation 3 400,000
1998 Revenue Certificates 410,000
2000 Revenue Certificates 1,715,000

Total Outstanding Defeased $ 2,525,000

G. Pension Plan
1. 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 system. Each of the 827
municipalities have an annuai, individual actuarial valuation performed. 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.0O. Box 148153, Austin, Texas 78714-9153.

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and the City-financed
maonetary 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 contributions. In addition, the City can grant,
as often as annually, another type of monetary credit referred to as an updated service credit which is a
theoretical amount which, when added to the employee's accumulated 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 retirement, the beneflt 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 5 or more years of service or with 20 years of service regardless of

age. A member is vested after 5 years. 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,
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2. Contributions

The contribution rate for the employees is 6%, and the City matching ratio is currently 2 o 1, both as adopted by
the governing body of the City. Under the stale law governing TMRS, the actuary annually determines the City
contribution rate. This rate consists of the normal cost contribution rate and the prior service contribution rate,
both of which are calculated to be a level percent of payroll from year to year. The normal cost contribution rate
finances the currently accruing monetary credits due fo the City matching percent, which are the obligation of the
City as of an employee's retirement date, not at 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 {overfunded) actuarial liability (asset) over the remainder of the plan's 25-year amortization period. The
unit credit actuarial cost method is used for determining the City contribution 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 s a one-year delay between the actuarial valuation that is the basis for the rate and the calendar
year when the rate goes into effect. (i.e. December 31, 2006 valuation is effeclive for rates beginning January

2008),
Schedules of Actuarial Liabilities and Funding Progress
Actuarial Valuation Date 12/31/2007
Actuarial Value of Assets $ 908,665
Actuarial Accrued Liability $ 1,351,440
Percentage Funded 67.2%
Unfunded (Qverfunded) Actuarial Liability (UAAL) $ 442 775
Annual Cavered Payroll 5 891,519
UAAL as a Percentage of Covered Payroll 49.7%
Net Pension Obligation (NPO) at the Beginning of the Period $ -
Annual Pension Cost:
Annual Required Contribution (ARGC) 3 61,245
Contributions Made 5 {61,245)
NPO at the end of the Period & -
Two Preceding Years: 7
12/31/2006: 3 61,245
Annual Pension Cost 100%
Percentage of Annual Pension Cost Contributed
NPO at the end of the Period $ -
12/31/2005:
Annual Pension Cost L] 64,478
Percentage of Annual Pension Cost Contributed 100%
NPOQ at the end of the Period 3 -
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H.  Other

At its December 8, 2007 meeting, the TMRS Board of Trustees adopted actuarial assumptions to be used in the
actuarial valuation for the year ended December 31, 2007. A summary 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 shouid be used, which facilitates advance funding for future updated service credits and
annuity increases that are adopted en an annually repeating basis. In addition, the Board also adopted a change in the
amortization period 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 a city requests that the period remaln 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 shouid show steady impravement 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 year) to 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 acerued liability would have been $425,380 and the funded ratio would have been 69.9%.

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 7% would need to be lowered if desired legislation for the 2009 session is unsuccessful.
Maintaining a 7% IRR assumption Is contingent in part on the continued diversification of the TMRS portfalio, from an
almost exclusive bond 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 Increased actuarial accrued liabilities, thus causing
further increases in city contribution rates, following the Dacember 31, 2009 actuarial valuation.

l. Risk Management

The City is exposed to various risks of loss related to torts, theft, damage or destruction of assets, errors and amissions,
injuries to employees, and natural disasters. During fiscal year 2008, the City obtained general liability coverage at a
cost that is considered to be economically justifiable by joining together with other governmental entifies in the State as a
member of the Texas Municipal League Intergovernmental Risk Pool (TML). TML is a self-funded pool operating as a
common risk management and insurance program. The City pays an annual premium to TML for its above Insurance
coverage. The agreement for the formation of TML provides that TML will be self-sustaining through member premiums
and will reinsure through commercial companies for claims in excess of acceptable risk levels; however, each category
of coverage has its own level of reinsurance. The City confinues to carry commercial insurance for other risks of loss.
There were no significant reductions in commercial insurance coverage in the past fiscal year and settled claims
resulting from these risks have not exceeded coverage in any of the past three fiscal years.

J. Commitments and Contingencies

1. Contingencies

The City participates in grant programs which are governed by various rules and regulations of the grantor
agencies. Costs charged to the respective grant programs are subject to audit and adjustment by the grantor
agencies; therefore, to the extent that the City has not complied with the rules and regulations goveming the
grants, refunds of any money received may be required and the collectibility of any related receivable may be
impaired. [n the opinion of the City, there are no significant contingent liabilities relating to compliance with the
rules and regulations governing the respective grants; therefore, no provision has been recorded in the
accompanying basic financial statements for such contingencies.

2. Litigation

No reportable litigation was pending against the City at September 30, 2008.
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K. Subseqguent Events

The U.S Department of Agriculture — Rural Development has agreed to allow the City of Electra to use the remaining
estimated $1,000,000 in unspent grant funds from previcus year's projects on other water system improvements which
are expected to be completed during the year ended September 30, 2009.
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CITY OF ELECTRA, TEXAS

GENERAL FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Revenues:
Taxes
Licenses and permits
Revenue use of property and money
Charges for services
Fines and forfeitures
Intergovernmental
Coniributions
Other
Total revenues

Expenditures:
General administrative
Police department
Fire department
Legal and judicial
Street department
Animal control department
Library
Senior Citizens Center
Ambulance service
Tax department
Parks and recreation
Country Club
Swimming pool
Cemetery
Main Street

Total expenditures

Excess of revenues (under) expenditures
Other financing sources (uses):
Operating transfers in

Total other financing sources (uses)

Excess of revenues and other financing sources over
(under) expenditures and other financing uses

Fund balance, October 1

Fund balance, September 30

EXHIBIT B-1

Variance with

Final Budget
Budgeted Amounts Paositive
Qriginal Final Actual (Negative)
% 708,400 $ 708,400 $ 602,329 § (106,071)
1,000 1,000 1,133 133
38,250 38,250 38,345 1,095
32,000 32,000 40,157 8,157
96,000 96,000 66,415 (29,585)
21,800 21,800 235,089 213,289
8,200 B,200 . 13,155 4,955
22,250 22,250 26,870 4,420
927,900 927,900 1,024,283 96,393
471,908 471,908 325,984 145,924
561,406 561,406 559,618 1,788
52,580 52,580 44,721 7,858
54,395 54,395 52,917 1,478
326,779 326,779 286,471 40,308
48,286 48,286 34,271 14,015
87,054 80,000 89,307 693
58,353 58,353 59,063 (710}
42,000 42 000 36,000 6,000
13,000 13,000 7,902 5,008
48,144 60,000 59,440 560
62,023 80,000 77,533 2467
20,576 39,000 35,545 3,455
25,242 25,242 23,218 2,024
60,197 60,197 208,053 (148,856)
1,940,843 1,983,146 1,801,043 82,103
(1,013,043) {1,055,246) (876,750) (178,4986)
1,013,043 1,013,043 208,236 (104,807)
1,013,043 1,013,043 908,236 (104,807)
$ - $  (42,203) 31,486 $ 73,689
167,102
§ 198,588
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CITY OF ELECTRA, TEXAS

DEBT REQUIREMENTS TO MATURITY

COMBINATION TAX AND REVENUE REFUNDING BONDS
- SERIES 2005

SEPTEMBER 30, 2008

Fiscal Year Payment Due
Ending Principal Semi-Annual Interest
September 30 February 1 February 1 August 1 Total
2009 L 175,000 $ 52,920 L 49,989 3 277,909
2010 180,000 49,989 46,794 276,783
2011 185,000 46,764 43,372 275,136
2012 195,000 43,372 39,666 278,038
2013 200,000 39,666 35,766 275,432
2014 210,000 35,766 31,566 277,332
2015 220,000 31,566 27,056 278,622
2018 230,000 27,056 22226 279,282
2017 235,000 22226 17,233 274,458
2018 250,000 17,233 11,795 279,028
2019 260,000 11,795 6,075 277,870
2020 270,000 6,075 - 276,075
5 2,610,000 5 384,428 § 331,538 5 3,325,866
Original |ssue; $2,900,000
Date of Issue: March 21, 2005
Interest Rate: Interest rate for 2008 is 2.95% and increases slightly

each year until maturity in 2020 when rate will be 4.50%
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CITY OF ELECTRA, TEXAS

DEBT REQUIREMENTS TO MATURITY
COMBINATION TAX AND REVENUE CERTIFICATE OF
OBLIGATION BONDS - SERIES 2005

SEPTEMBER 30, 2008

Fiscal Year
Ending
September 30

2008
2010
2011
2012
2013
2014
2015
2016
2017
2018
20189
2020
2021
2022
2023
2024

Payment Due

Principal Semi-Annual Interest
February 1 February 1 August 1 Total
b 15,000 L 33,698 3 33,698 5 82,396
10,000 33,398 33,197 76,595
15,000 33,197 32,897 81,094
10,000 32,897 32,697 75,594
15,000 32,697 32,397 80,094
15,000 32,397 32,098 79,495
10,000 32,098 31,873 73,971
15,000 31,873 31,535 78,408
15,000 31,635 31,197 77,732
20,000 31,197 30,748 81,945
20,000 30,748 30,297 81,045
20,000 30,297 29,847 80,144
304,000 29,847 22,985 357,832
315,000 22,985 15,897 353,882
330,000 15,897 8,225 3ag4,122
350,000 8,225 - 358,225
$ 1,480,000 3 462 986 $ 429 588 $ 2,372,574
Original lssue: %$1,500,000

Date of |ssue:

Interest Rate:

March 21, 2005

2008-2014: 4.00%
2015-2022: 4.50%
2023: 4.65%
2024: 4,70%
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CITY OF ELECTRA, TEXAS

DEBT REQUIREMENTS TO MATURITY

COMBINATION TAX AND REVENUE CERTIFICATES OF
OBLIGATION BONDS - SERIES 2006

SEPTEMBER 30, 2008

Fiscal Year Payment Due
Ending Principal Semi-Annual Interest
September 30, February 1 February 1 August 1 Total
2009 ) 30,000 5 63,112 5 62,475 5 155,587
2010 35,000 62,475 61,731 159,206
2011 35,000 81,731 60,988 157,719
2012 35,000 60,988 60,243 156,231
2013 40,000 60,244 50,394 159,638
2014 40,000 59,384 58,543 157,937
2015 40,000 58,543 57,694 156,237
2016 45,000 57,603 56,738 159,431
2017 45,000 56,737 58,781 157,518
2018 45,000 55,781 54,825 155,606
2019 "50,000 54,825 53,763 158,588
2020 50,000 53,762 52,700 156,462
2021 55,000 52,700 51,501 159,231
2022 55,000 51,531 50,363 156,894
2023 60,000 50,363 46,087 159,450
2024 60,000 49,087 47,813 156,900
2025 65,000 47 512 46,431 158,943
2026 65,000 46,431 45,050 156,481
2027 70,000 45,050 43,563 158,613
2028 70,000 43,563 42,075 155,638
2029 75,000 42,075 40,481 157,556
2030 80,000 40,481 38,781 159,262
2031 80,000 38,781 37,081 155,862
2032 85,000 37,081 35,275 157,356
2033 90,000 35,275 33,363 158,638
2034 95,000 33,362 31,344 159,706
2035 95,000 31,343 20,325 155,668
2036 100,000 29,325 27,200 156,525
2037 ' 105,000 27,200 24,969 157,169
2038 110,000 24 968 22,631 157,599
2039 115,000 22 631 20,188 157,619
2040 120,000 20,188 17,637 167,825
2041 125,000 17,638 14,881 157,619
2042 130,000 14,981 12,219 157,200
2043 435,000 12,219 9,350 156,569
2044 140,000 9,350 6,375 185,725
2045 145,000 6,375 3,204 154,669
2045 155,000 3,294 - 158,294
$ 2,970,000 3 1,538,089 $ 1,475,282 $ 5,983,3M
Original lssue: $3,000,000
Date of Issue: June 23, 2006
Interest Rate: 4.25%
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Independent Auditor's Report

Repart on Intemnal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

City Commission

City of Electra, Texas
101 North Main
Electra, Texas 76360

We have audited the financial statements 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 Electra, Texas as of and for the year ended September 30, 2008, which collectively comprise the
City of Electra, Texas’ basic financial statements and have issued our report thereon dated January 5,
2009. 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.

Internal Cantrol Over Financial Reporting

In planning and performing our audit, we considered the City of Electra, Texas’ internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the City of Electra, Texas' internal control over financial reporting. Accordingiy, we do not express an
opinion on the effectiveness of the City of Electra, Texas' internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency, is a control deficiency, or combination of control deficiencies,
that adversely affects the City of Electra, Texas' ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the City of Electra, Texas® financial statements that is more
than inconsequential will not be prevented or detected by the City of Electra, Texas' internal contral, We
consider the deficiencies described in the accompanying schedule of findings and responses to be
significant deficiencies in internal control over financial reporting. The findings reference numbers are
2008-1 and 2008-2. _
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A material weakness is a significant deficiency, or combination of significant deficiencies that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the City of Electra, Texas' internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that
are also considered to be material weaknesses. However, we believe that none of the significant
deficiencies described above is a material weakness.

Compliance and other Matters

As part of obtaining reasonable assurance about whether the City of Electra, Texas' financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards and which are described in the accompanying schedule
of findings and responses as item 2008-3.

We noted certain matters that we reported to management of the City of Electra, Texas, in a separate letter
dated January 5, 20089.

City of Electra, Texas's response to the findings indentified in our audit is described in the accompanying
schedule of findings and responses. We did not audit the City of Electra, Texas’ response and,
accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the Commission and others
within the organization and is not intended to be and should not be used by anyone other than these
specified parties.

Respectfully submitted,

MATHIS, WEST, HUFFINES & CO., P.C.
January 5, 2009
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City of Electra, Texas
Schedule of Findings and Responses
September 30, 2008

Finding No. 2008-1

Finding:

The size of the City's accounting and administrative staff precludes certain internal controls that would be
preferred if the office staff were large enough in number to provide optimum segregation of duties.

Response:
The City is aware of the limitations it has with regard to intérnal control because of the limited number of
office staff. Furthermore, the City will always be cognizant of its need to improve internal controls when

the opportunity presents itself, and will remain committed to the involvement of the City Commission in
oversight and review of City functions and financial affairs.

Finding No. 2008-2

Finding:

The City's system of internal control does not include personnel with the experience and training sufficient
to produce financial statements, including all related footnote disclosures, in accordance with accounting
principles generally accepted in the United States of America, nor does the system include the expertise
to prevent, detect, and correct a material misstatement to the financial statements and the related
footnotes.

Response:;
The City is aware that its system of internal control does not include personnel with the experience and
training necessary to prevent this weakness in internal control but will always be cognizant of its need for

improvement in this area and will utilize other means to minimize this weakness, as they are available.
The City Commission will remain committed to oversight and review of City functions and financial affairs.

Finding No. 2008-3

Finding:

During the year ended September 30, 2008, the City's expenditures exceeded the budget in two areas.
Response:

The City is monitoring expenditures against budgeted amounts, and made adjustments to the budget

throughout the year to address expenditure overages, however one required budget amendment was
overlooked. The City has begun monitoring this area more closely to assist in efiminating this finding.
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