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INDEPENDENT AUDITORS' REPORT

Honorable Mayor and City Council
City of Gilmer, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund fnformation of the City of Gilmer, Texas, as of and for the year ended
September 30, 2008, which collectively comprise the City's basic financlal statements as listed in the table of contents.
These financial statements are the responsibility of the City's management. Our responsibility is to express opinions on
these financial stalements based on our audit. S

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 Compftroller
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 supporling the amounts and disclosures in the financlal 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 opinfon, the financial statements referred to above present fairly, in ail material respects, the respective financial
position of the governmental acfivities, the business-type activities, each major fund, and ihe aggregate remaining fund
information of the Clty of Gilmer, Texas, as of September 30, 2008, and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended in conformily with accounting principles generally accepted

in the United States of America. )

In accordance with Government Auditing Standards, we have also issued our report dated March 12, 2009 on our
consideration of the City of Gilmer's internal control aver financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matlers. 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 should be considered in assessing the

results of our audil.

The Management's Discussion and Analysis and the budgetary information identified as Reyuired Supplementary
Information in the table of contents are not a required part of the basic financlal stalements but are supplementary
information required by accounting principles generally accepled in the United States of America. We have applied
certain limited procedures, which consist principally of Inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and express no

opinion on it,
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Our audit was performed for the purpese of forming opinions on the financial statements which collectively comprise the
City of Gilmer, Texas' basic financial statements. The accompanying schedule of expenditures of federal awards required
by U.S. Office of Management and Budget Circular A-133, "Audits of States, Local Governments and Non-Profit
Organizations" is presented for purposes of additional analysis and is not a required part of the basic financial statements,
Such information has been subjected to the auditing procedures applied by us in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects, in relation to the basic financial statements taken

as a whole.

Karen & gadw 4 Qupoeiates,f.c.
Karen A, Jacks & Associates, P.C.

Longview, Texas
March 12, 2009



City of Gilmer, Texas
Management’s Discussion and Analysis

For Year Ended September 30, 2008

As management of the City of Gilmer, we offer readers of the City’s financial statement this narrative overview and
analysis of the financial activities for the fiscal year ended September 30, 2008. We encoutage teaders to consider
the information presented here in conjunction with additional information in the City’s financial statements that
follow this section. The City implemented Governmental Accounting Standards Board Statement 34 - Basic
Financial Statements and Management’s Discussion and Analysis for State and Local Governments for the first time

in fiscal year 2003-2004 audit report.

FINANCIAL HIGHLIGHTS

The City of Gilmer’s assets at 9-30-08 totaled $34,557,699.

Total General Fund revenues were $2,854,393 with expenditures of §3,042,960. Thete wete also
transfers into the General Fund from Proprietary funds of $1,373,764, transfers out of the
General Fund for debt setvice of §12,000, and special items of $65,173 which resulted in a

surplus of $1,108,024.

At September 30, 2008 the General Fund had a positive fund balance of $312,213. This is an
increase of $1,108,024 from the Fiscal Year Ending September 30, 2007 deficit fund balance of

$795,811.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The
City’s basic financial statements are comprised of three components: 1) government-wide financial statements, 2)
fund financial statements and 3) notes to the financial statements. This repozt also contains other supplementary

information in addition to the basic financial statements themselves,

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

The Statement of Net Assets presents information on all of the City’s assets and labilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful

indicator of whether the financial position of the City is improving or detetiorating.

The Statement of Activities presents information showing how the City’s net assets changed during the fiscal year.
All changes in net assets ate reported when the undetlying event giving rise to the change occuss, regardless of the
timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal petiods (e.g., uncollected taxes, earned but unused compensated absences).



Both of the government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from functons that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activides). The governmental
activities of the City include general government and administration and public safety. The business-type activities

of the city include Water and Sewer, Airport and Sanitation operations.

Fund Financial Statements - A fund is a grouping of related accounts that is used to inaintain control over
resoutces that have been segregated for specific activities or objectives. The City, like other state and Jocal
governments, uses fund accounting to ensure and demonstrate compliance with finance-selated legal sequirements.
All of the funds of the City can be divided into two major categories — governmental funds and proprietary funds.

Governmental Funds- Governmental funds are used to account for essentially the same functions teported as
governmental activities in the government-wide financial statements. However, unlike the govetnment-wide
financial statements, governmental fund financial statements focus on current sources and uses of spendable
resoutces as well as on balances of spendable resources available at the end of the fiscal year. Such information may

be useful in evaluating a government’s neas-term financing requirements.

Because the focus of governmental funds is nartower than that of the government-wide financial statements, it is
useful to compate the information presented-for governmental funds with similar information presented for
governmental activittes in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s neat-term financing decisions. Both the governmental funds balance
sheet and the governmental fund statements of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this compatison between governmental funds and governmental activities.

The City maintains three main governmental funds. Information is presented sepatately in the Governmental Fund
Balance Sheet and in the Governmental Fund Staieineit of Revenues, E"peqibaies and Changes in Fund Balances
for the Geneml Economic Development and Debt Service funds Data from the other non-major funds ate

combined into a single, aggrepated presentation.

Proprietary Funds- The City maintains one type of proprietary fund. Enterprise funds are used to report the same
functons presented as business-type activities in the government-wide financial statements. The City uses enterpyise

funds to account for its water and sewer, aitport and sanitation operations.

Proptietaty 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 Water & Sewer and Sanitation
funds since they are considered to be major funds of the City. The Airport fund is also included as an Enterprise

fund.

Notes to the Financial Statements- The notes provide additional information that is essential to a full
undeistanding of the data provided in the government-wide and fund financial statements.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted eatlier, net assets may serve over time as a useful indicator of government’s financial position. In the case
of the City of Gilmer, net assets exceeded liabilities by $15,043,478, a decrease of §231,420 from the previous year.

The largest pottion of the City’s net assets, 72%, reflects its investment in capital assets (e.g,, land, building,
equipment, improvements, construction in progress and infrastructure), less any debt used to acquire those assets
that is still outstanding. The City uses these capital assets to provide service 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 resoutces needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

CITY OF GILMER’S NET ASSETS

Governmental Activities Business-Type Activities Total
2007 2008 2007 2008 2007 2008
Current and othet .
assets $859532  $2,079,443  $4,412247 $2,849,723  $ 5,271,779 $4,929,166
Capital Assets | '
7,023,758 7,163,500 23,745,000 22,465,033 30,768,758 29,628,533
_Total Assets 7,883,290 9,242,943 28,157,247 . 25,314,756 36,040,537 . 34,557,699
! iabilitie
Curtent Linbilities  5g994g 290,205 890,098 438602 1,175,846 728,807
Noncurrent
Liabilities
Due in More Than 1,332,249 1,181,120 18,254,544 17,604,294 19,586,793 18,785,414
One Year
Total Liahilities 1,620,997 1,471,325 19,144,642 18,042,896 20,765,639 19,514,221
Net Assets: !
Invested in )
capital assets, Net 5,691,509 5,982,380 5,490,456 4 860,738 11,181,965 10,843,118
of related debt : 7
Restricted 1,371,499 1,457,933 540,355 275,523 1,911,854 1,733,456
Unrestricted (800,715) 331305 2,981,794 2135599 2,181,079 2,466,904

7,771,618 9,012,605 7,271,860 15,274,898 15,043,478

T'otal Net Assets 6,262,293
e 0ol o A O




Analysis of the City’s Opesations- Overall the City had a decrease in net assets of $231,420. Governmental
activities increased the net assets by $1,509,325. Net Assets from business-type activities decreased by $1,740,405.
However, $2,186,285 of the decrease was attiibutable to a special item related to the disposition of certain

infrastructure assets in an area of property that the City deannexed.

The following table provides a summary of the City’s operations for the yeat ended September 30, 2008.

CITY OF GILMER’S CHANGES IN NET ASSETS

Governmental Activities Business-Type Activities Total
2007 2008 2007 2008 2007 2008
REVENUES: '
PROGRAM REVENUES; .
Charges for services $ 359,894 $ 401,693 $ 2,784,039 § 2,904,726 $ 3,143,933 $ 3,306,419
Operating grants & contrbutions 6,049 25,269 0 0 6,049 25,269
Capital grants & contributions 207419 334,360 1,298,311 852,731 1,505,730 1,187,091
GENERAL REVENUES: -
Property taxes, levied for general purposes 905,262 976,704 0 0 905,262 976,704
Property taxes, levied for debt services 573,532 573,961 0 0 573,532 573,961
Sales taxes : 792,014 851,985 0 0 792,014 851,985
Sales tax for Economic Development 401,106 425,992 0 0 401,106 425,992
FEranchise Taxes 223,312 229,166 ¢ 0 223,312 229,166
Other Taxes 129,653 69,327 0 0 129,653 69,327
Penalty and Interest ) 17,325 21,100 0 0 17,325 21,100
Miscellaneous Revenue 97,162 172,928 0 ] 971,162 172,928
Investment Earnings 34,269 34,826 107,932 60,153 142,201 94,979
" Rents and Royalties 54,741 34,045 ¢ 0 54,741 34,045
Sale of Equipment 57,759 13,165 0 (35,727) 57,739 {22,562
Transfers In (Out) (275,184) 605,468 275,184 {605,468) 4 0
TOTAL REVENUES $3,584,293 $4,769,989 $ 4,465,466 $3,176,415 $8,849,759 $7,946,404
EXPENSES:
Legislative _ $18,221 $18,047 0 § 18221 $18,947
Municipal Court 67,894 61,093 0 67,894 61,093
Lxecutive/ Administration 248,462 261,361 0 248,462 261361
Community Development 130,914 138,643 0 130,914 138,643
Financizl Administration 119,986 133,733 0 119,986 133,733
Police 879,206 971,708 ¢ 879,206 971,708
Tice Protection 367,807 365,610 0 367,807 365,610
Highways and Streets ) 372,508 375,772 0 372,508 373,772
Civic Center 135,580 119,884 0 135,580 119,884
Parks and Trails 48,526 (3,354) 0 48,526 (3,354)
Non Departmental 679,413 690,377 0 679,413 690,377
Interest & Fiscal Agent Fees 76,337 63,717 0 76,337 63,717
Water & Sewer - - 2,075,922 $1,045,.284 2,075,922 1,045,284
Sanitation - - 559,115 705,904 559,115 705,904
Alsport - - 73,383 79,687 73,383 79,687
TOTAL EXPENSES , §3,144,85¢  $3,195,491  $2,708420 52,730,875 § 5,853,274 $5,926,366
SPECIAL ITEM 0 (65,173} 0 (2,186,285) 0 (2,251,458)
CHANGES IIN NET ASSETS 439,459 1,509,325 1,757,046 (1,740,745) 2,196,485 (231,420
NET ASSETS —- BEGINNING 5,924,190 6,262,293 7,380,551 9,012,605 13,304,741 15,274,898
PRIOR YR ADJUSTMENTS (101,336) 0 (124,992) 0 (226,328) 0

B e m— e — — — o — o
$9,012,605 $7,271,860 $15,274,898 $15,043,078

$6,262,293 §7,771,618

NET ASSETS ~ ENDING
o e e e




FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

Governmental funds- The focus of the City of Gilmer’s governmental funds is to provide information on neat-
term inflows, outflows, and balances of spendable tesources. Such information is useful in assessing the City’s

financing requirements. In particular, unresetved fund balance may sexve as a useful measure of a government’s net
resoutces available for spending at the end of the fiscal yeat.
At the end of the cusrent fiscal year, the City of Gilmer’s governmental funds reported combined ending fund

balances of $1,654,463, which is up from last fiscal year’s balance of $443,239 by $1,211,224. A prior year deficit
fund balance of §795,811 in the General Fund was corrected in the cutrent year by a $1,516,245 transfer from the

Water and Sewer Fund.

Proprietary funds- The City’s propuietaty fund statements ptovide the same type of information found in the
government-wide financial statements, but in more detail. Unrestricted net assets of the respective propsetary funds

are Water and Sewer- §1,597,279 and Sanitation- $552,047.

General Fund Budgetary Highlights- The City made several revisions to the otiginal budget during the year, At
year-end, Total Revenues were under the budgeted amount by §60,343 while Total Expenditures wete under budget

by $149,678.
CAPITAL ASSETS

The City of Gilmer’s investment in capital assets for its governmental and business-type activities as of September
30, 2008 amounts to $29,628,532 (net of accumulated depreciation). This investment in capital assets includes land,

infrastructure, buildings, improvements, machinery & equipment and construction in progress.

Capital Assets at Year-end
Net of Accumulated Depreciation

Governmental Activities Business-Type Activities Total
2007 2008 2007 2008 2007 2008
Lnd $458,194 $458,194 $4,503,164 §4,503,164 $4,961,358 §4,961,358
Infrastructure : 1,907,501 1,971,623 6,504,077 6,397,341 8,411,578 8,368,964
Buildings 3,854,540 3,776,055 © 949,950 930,130 4,804,490 4,706,185
Jimptovements, other than bldgs - - 8,645,274 8,535,939 8,645;274 8,535,939
Machinesy & Equip 795,360 841,807 52,291 170,391 847,651 1,012,198
Construction in Progress 816 115,821 1953469 816,278 1,961,632 932,099
Assets Undes Capital Lease - . 1,136,775 1111,791 1,136,775 1,111,791
: e S — i —
Total $7,023,758 $7,063,500  $23,745000  $22,465,034  $30,768,758  $20,628,534



DEBT ADMINISTRATION

At the end of the current fiscal yeat, the City of Gilmer had total long-term debt of §18,785,414. Of this amount,
$775,000 comptises bonded debt backed by the full faith and credit of the government, while §10,540,000
represents bonds secured solely by water and sewer revenues and $6,060,000 represents Combination Tax and
Revenue Cettificates of Obligation which are secured by tax receipts as well as water and sewer revenue. The
temaining debt represents Notes Payable of §935,510 and Capital Lease Obligations of $474,904.

Outstanding Debt at Year End
Bonds and Notes Payable

Governmental Activities Business-Type Activities Total
2007 2008 2007 2008 2007 2008
General Obligation Bonds $ 865,000 $775,000 -- - & 865000 $775,000
467,249 406,120  $ 608,596 $529,390 1,075,845 935,510

Notes Payable

Revenue Bonds Payable - 10,820,000 10,540,000 10,820,000 10,540,000

Tax & Revenue CO - - 6,185,000 6,060,000 6,185,000 6,060,000

a0

L}
i o
. Ry
i O
D
a
o

Capital Lease-Obligation
$1,332,249  $1,181,120  $18,254,545  $17,604,294 $19,586,794 . $18,785,414

Total

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City’s clected and appointed officials considered many factors when setting the fiscal year 2008-2009 budget
and rates. Sales tax receipts increased during the 2007-2008 fiscal yeat and continue to show signs of increase for

the 2008-2009 fiscal year. The City’s propety tax rate for 2007-2008 was § .651710 per $100 valuation. The
propetty tax rate for 2008-2009 is set at § .6389 /%100,

The city has made a concerted effort to make appropsiations for those itetns truly necessary.

P et e —————



REQUEST FOR INFORMATION

The financial repott is designed to provide our citizens, customers, investots, and creditors with a general overview
of the City’s finances. If you have questions about this report or need any additional information, contact the City’s

business office at City of Gilmer, 110 Buffalo, Gilmer, Texas, 75644.
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" Total net asssts

CITY OF GILMER, TEXAS

STATEMENT OF NET ASSETS

SEPTEMBER 30, 2008

Governmental  Business-type

Activities Activities Total
- ASSETS
Cash and cash equivalents $ 776,823 3 825,433 1,602,256 .
Investments 638,403 1,628,756 2,167,159
Receivables (net of aflowance for uncollectibles):
Taxes 323,717 : - 323,717
Accounts 36,630 365,263 401,893
Other 171,011 - 171,011
internal balances 132,859 {132,859} -
Debt issuance costs, net of amortization - 189,694 189,694
Discount on bond issuance - 73,436 73,436
Capital assets (net of accumulated depreciation):
Land and improvements 2,429,817 19,436,444 21,866,261
Buildings and improvements 3,776,055 930,130 4,706,185
Furniture and equipment 841,807 170,391 1,012,198
Assets under capital lease - 1,111,791 1,111,791
Construction in progress 115,821 816,277 932,098
Total assets 9,242 943 25,314,756 34,557,699
LIABILITIES :
Accounts payable 82,186 68,241 150,427
Accrued expenses 75 - 75
Accrued wages - 53,361 17,724 71,085
Accrual for compensated absences 110,661 11,482 122,143
Acerued interest payable 22,118 257,133 279,251
Customer deposits ' - 84,022 84,022
Unearned revenue 21,804 - 21,804
Noncurrent liabilities: '
Due within one year 484,165 842 417 1,326,582
Due in more than one year 696,955 16,761,877 17,458,832
Total liabilities 1,471,325 18,042,896 19,514,221
NET ASSETS
Invested in capital assets, net of related debt 5,882,380 4,860,738 10,843,118
Restricted for debt service 1,005,113 275,523 1,280,636
Restricted for capital projects 27,736 - 27,736
Restricted for other purposes 425,084 - 425,084
Unrestricted 331,305 2,135,699 2,466,904

$ 7771618 §

7,271,860 $ 15043478

{The éccompény[ng notes are an integral part of these financial statements.)
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CITY OF GILMER, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Program Revenues Net (Expense) Revenue and

Cperating Capital Changes in Net Assels
Charges for  Granis and Grants and  Govenmental Business-fype
Functions/Programs Expenses Services Coniributions  Conlribulicns Actlvitles Aclivities Total
Primary government:
Governmental activities;

Legislativa § 18,847 $ - § - 8 - § (18,847} $ (18,847
Municipal court 61,093 244 517 - - 183,424 183,424
Execuliveladministration 281,361 . . {281,381) (261,361)
Community development 138,643 - - - (138,643} {138,643)
Financlal administration 133,733 - . - {i33,733) {133,733)
Police 871,708 74,880 2,629 (893,999) (693,999}
Fira protection 365,810 55,180 - 90,734 (219,696) (219,696)
Highways and streels 373,772 - 22,440 157,500 (193,832} {193,832}
Civic center . 118,884 27,118 - - {92,768) (92,768)
Paiks and Urals (3,354} - - 86,126 89,480 89,480
Non-deparimental 690,377 . - = . (680,377} {BS0,377)
Interest and fiscal agent fees 63,717 - - - {63,717) (63,717}

Tolal governmental aclivities 3.195.491 401,683 25,269 334,360 (2,434,169) (2.434,168)

Business-typa aclivitles:

Waler and sewer 1,845,284 2,072,030 - 624,165 $ 750,911 750,911
Sanitalion 705,904 764,740 - - 58,836 58,836
Alrporl 79,687 67,956 - 228,566 216,835 216,835
_ Total bushness-type aclivitles 2,730,875 2,904,726 - 852,731 1,026,582 1,026,582

§ 5976366 § 3306419 § 25268 $ 1,187.081 § (2.434,169) § 1026582 $ (i.407,587)

Total primary government

General revenlies
Properly taxes, levied for gensral purposes 976,704 . 976,704
Properly taxes, fevied for debt servica 573,951 - 573,881
Sales taxes . 851,985 - 851,985
Sales {axes for Economic Development 425,992 - 425,992
Franchise taxes 229,165 - 229,166
Oiher laxes 69,327 . 69,327
Penalty and inlerest 21,100 - 21,100

© 34,828 60,153 94,979

Investment earnings

Renis and royaiifes 34,043 - 34,045
Miscellaneous 172,928 - 172,928
Sale of assels 13,165 (35,727} (22,562}
Transfers In {ou) 605,468 {605,468) -
Tolzl general revenues and transfers 4,008,667 {681,042y 3,427,625
Speclal flem {65.173) {2,186,285) (2,251,458}
Change in net assets 1,509,325 {1,740,745) (231,420)

Met assets - beginning 6,262,293 9,012,605 15,274,898
Nel assels - epding § 7771618 § 7271880 $§ 15043478

(The accompanying noles are an Inlegral parl of these financial stalements.)
13



ASSETS AND OTHER DEBITS:
Cash and cash equivalents
Investments
Recejvables:

Taxes

Due froem other funds
Noles receivable
Qther receivable

TOTAL ASSETS

CITY OF GILMER, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2008

LIABILITIES AND FUND BALANCE:

LIABILITIES:
Accounts payabla
Due to olher funds
Payable to other governments
Unegarned revenue
Accrued wages

Accrual for compensated absences

TOTAL LIABILITIES

FUND BALANCE
Reserved for debi service
Reserved for capilal projects
Reserved for othor purposes

Fund balance - unreserved

TOTAL FUND BALANCE

Economic Cther Total

General Debt Service Development Govemmental Governmental
Fund Fund Fund Funds Funds
$ 309,356 $ 27,185 $ 82,196 $ 358,088 8 776,823
5,658 - 632,744 - 638,403
323,717 - - - 323,717
43,700 123,554 139,435 22,641 329,330

- - - 138,108 138,109

32,902 - - - 32,802

$ 715,334 5 150,738 . § 854,375 s 518,836 $ 2,239,284
$ 82,186 $ % § - $ 82,188
14,771 - - 181,700 198,471

75 - - - 75
242,279 - - 242279
53,361 - - . 53,361
10,449 - - - 10,449
403,121 - - 181,700 584,821

- 150,739 854,375 - 1,005,114

27,736 - - - 27,736
87.948 - - 337,136 425,084
196,529 - . - 168,529
312,213 150,739 854,375 337,136 1,654,463
$ 150,739 3 854,375 5 518,836 5 2,239,284

TOTAL LIABILITIES AND FUND BALANCE $ 715,334

{The accompanying netes are an Integral part of these financial statements.}
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CITY OF GILMER, TEXAS

'RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008

Total fund balances - governmental funds balance sheet

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

Capital assets used in governmental activities are not reported in the funds
Property taxes receivable unavailable to pay for current period expenditures are

deferred in the funds.
Liabilities for bond principal which are not due in the current period are not

reported in the funds.
Liabllities for notes payable which are not due in the current period are not

reported in the funds. _
Liabilities for accrued interest which are not due in the current period are not

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

are not reported in the funds,
Court fines receivable unavailable to pay for current period expenditures are

not reported in the funds.

Net assets of governmental activities - statement of net assets

(The accompanying notes are an integral part of these financial statements.)
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7,163,500
220,475
(775,000)
(406,120)
(22,119)

(100,211)
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CITY OF GILMER, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES iN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Tolal
Econemic Other Govemmental Governmenlal
General Fund Debt Service Fund Development Fund Funds Funds
REVENUES:
Property laxes 069,494 $ 573,961 5 - $ - $ 1,543,455
Penally and inferest 21,100 - - B 23,100
Sales tax 851,986 - - - 851,985
Sates tax for economic development . . 425,002 . 425,992
Franchlse taxes 228,166 - - - 229,166
Other taxes 21,478 - - 47,849 69,327
Fines and forfellures 233,477 - . - 233,477
Licenses and permils 41,095 - - - 41,085
Intergovemmental revenue and grants 380,470 - - 166,018 556,489
Investment income 3,358 1,236 23,437 6,795 34,626
Rents and royalties 34,045 - - 27,116 61,161
Proceeds of assels sales 13,165 - - - 13,165
Donations 19,705 - - 9,623 28,338
Clher revenue 26,155 - - 8,539 35,694
TOTAL REVENUES 2,854,383 575,197 449,429 266,951 4,145,970
FXPENDITURES:
Leglslative 18,131 - - - 18,131
Munictpal courl 56,089 - - - 56,999
Executive/adminisiration 181,634 - 63,617 3,707 249,158
Community development 128,118 - - - 128,118
Financlal administration 124,544 - - - 124,544
Police 948,372 - - 6,814 955,186
Fire Protection 414,301 . - - “414 391
Highways anrd streels 411,509 - - - 411,508
Civic Cenler ' 3,544 - - 52,355 55,889
Parks and trails 190 - - j04,114 104,304
Non-dzparimental 728,880 - - - 728,880
Debt service  -principal 22,082 129,096 - - 151,128
-interest 3,616 72,144 - 75,760
fess - 34 - 34
TOTAL EXPENDITURES 3,042,960 201,274 63,817 166,880 3,475,041
EXCESS OF REVENUES OVER EXPENDITURES {188,567} 373,023 385,612 89,961 670,929
OTHER FINANCING SOURCES (USES):
Transfers in 1,373,764 12,000 - 7,870 1,393,624
Transfers out (12.000) (432,340} (300,126} {43,700) (788,166}
TOTAL OTHER FINANCING S8OURCES (USES) 1,361,764 (420,340) (300,128} (35,830} 605,458
SPECIAL [TEM (65,473 - . - (65,173)
NET CHANGE IN FUND BALANCES 1,108,024 (46,417) - B5488 64,131 1,211,224
FUND BALANCE, OCTOBER 1, 2007 (755,811) 197,158 768,808 273,005 443,239
FUND BALANGE, SEPTEMBER 30, 2008 $ 312,213 $ 150,735 $ 854,375 $ 337,138 $ 1,654,463

(The accompanying nioles are an Integral pari of these financial statements.)
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CITY OF GILMER, 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 $1,211,224
Amounts reported for governmental activities in the statement of
activities ("SOA") are different because;
Capital outlays are not reported as expenses in the SOA, 433,391
The depreciation of capital assets used in governmental activities is ‘
not reported in the funds. {293,649)
Certain property tax revenues are deferred in the funds, This is the
change in these amounts this year. 7,210
Repayment of bond principal is an expenditure in the funds but is
not an expense in the SOA, , 90,000
Repayment of note principal is an expenditure in the funds but is not
an expense in the SOA. : 61,129
(Increase) decrease in accrued interest from beginning of period to

12,077

end of period.
Increase (decrease) in court fines receivable. : 11,340
(Increase) decrease in accrual for compensated absences, {23,397)

Change in net assets of governmental activftieé - statement of activities $ 1,500,325

(The accompanying notes are an integral part of these financial statements.)
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CITY OF GILMER, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2008

Water & Sewer

Fund Sanitation Fund Alrport Fund Total
ASSETS:
Current assets:
Cash and cash equivalents $ 574,314 $ 157,757 k) 9,700 $ 741,771
Invesiments 1,162,323 386,433 - 1,528,756
Accounts recelvable, net 277,165 88,008 - 385,263
Capitalized deb! issuance costs 189,694 . B 189,694
Discount and (premiumy} on issuance costs 73,436 - - 73,436
Due from cther funds 138,000 - - 38,000
MNoncurrent assets: )
Reslricted assets:
Cash and cash equivalents 83,662 - - 83,662
Capltal assets:
Land and lmprovements 12,696,494 230,484 976,040 13,803,018
Infrasteucture 10,992,787 - - 10,992,787
Construction In progress 519,133 - 287,144 816,277
Buiigings 162,453 - 882,759 1,045,212
Equipment and furniture 353,220 - 103,065 456,285
Assets under capifal [ease 1,249,203 - . 1,249,203
Less accumulated depreclation (6,646,325) - {251,424) {(5,807,749)
TOTAL ASSETS 22,725,559 842,772 2,017,284 25,585,615
LIABILITIES:
Current liabllities:
Accounts payable 22600 45,641 - 68,241
Wages payable 22,476 6,730 - 29,208
Accrued interest payable : 257,133 . - - 257,133
Dye to other funds . 239,921 7,870 23,068 270,859
Customer deposits 83,662 - 360 . 84,022
Capital lease cbligation 170,601 - . 179,601
Bunds, notes, and Jaans payable 807,161 - 55,655 662,616
Noncurrent liabllites:
Capital lease obligation 285,303 - - 295,303
Bonds, notes, and loans payable 16,248,257 - 218,317 16,466,574
TOTAL LIABILITIES 17,856 114 60,241 287 400 18,313,765
NET ASSETS
Invested In capital assats, nat of related debt 2,895,643 230,484 . 1,733,811 4,860,738
Restricted for debf service 275,523 - - 275,523
Unrestricted 1,587,279 552,047 {13,727) 2,135,509
TOTAL NET ASSETS $ 4,769,445 $ 782,531 $ 1,719,884 $ 7,274,860

(The accompanying notes are an Integral part of these financial statements.)
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CITY OF GILMER, TEXAS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Waler & Sewer

i Fund Sanifation Fund Airport Fund Tolal
OPERATING REVENUES:
[ Charges for water services $ 1,213,069 $ - § - 5 1,213,069
{ Charges for sewerage services 672,649 - - 672,649
! Charges for sanltation services - 651,151 - 651,151
Penalties 36,845 - - 36,845
Rents and royalties 13,650 - 67,932 81,582
} Franchise fees - 104,049 - 104,049
i Licenses and permits - _ 3,086 - 3,986
Other revenue 135,817 5,654 24 141,395
TOTAL QPERATING REVENUES 2,072,030 764,740 67,956 2,904,725
[ OPERATING EXPENSES:
Salaries and employee benefils 352,007 10,954 - 362,971
Contractual services 17,820 684,940 ’ 2,385 715,145
Ulitilies 106,644 - 9,275 115,819
Repairs and mainlenance ] 123,468 - 6,588 130,056
Suppiies and olher expenses 136,519 - 6,695 143,214
Insurance . 6,161 - - 6,161
" Depreciation . 245,301 - 39,840 284,941
TOTAL OPERATING EXPENSES 987,820 ' 705,904 64,583 1,758,307
[ QOPERATING INCOME 1,084,210 58,836 3,373 1,146,419
z . NONCPERATING REVENUES {(EXPENSES) -
Interest and Invesiment revenue . 48,250 11,733 170 60,153
Interest expense (957 464) - (15,104) {872,668)
i Loss on asset sales (35,727) - - (35,727)
i :
‘ TOTAL NONOPERATING REVENUES (EXPENSES) (944,941) 11,733 {14,934) {948,142)
Income (Loss) before contributions and transfers 139,269 70,569 (11,561) 198,277
Capital contributions and grarts 624,165 - 228,566 852,731
Transfers in 731,922 . 20,608 752,528
Transfers out (1,321,626) {23,095) (13,275) {1,357,986)
Income (Loss) after confribulions and transfers 173,730 47,474 224,336 445,540
SPECIAL ITEM {2,186,285) - - (2,185,285)
CHANGE IN NET ASSETS (2,012,555) 47,474 224,336 (1,740,745)
TOTAL NET ASSETS - BEGINNING 6,782,000 735,057 1,495,548 9,012,605
TOTAL NET ASSETS - ENDING 5 4,769,445 3 782,531 $ 1,712,884 $ 7.271.86‘0

({The accompanying notes are an inlegral part of these financlal statements.)
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CITY OF GILMER, TEXAS

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES!
Cash received from user charges
Other operating revenue
Cash payments fo employees for services
Cash payments for contracted services
Cash payments to suppiiers
Cash paymenis for other operating expenses

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTMITIES:
Transfers fo other funds
Transfers from other funds

NET CASH PROVIDED (USED) BY NONCAPITAL FINANGING ACTMITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Disposition {acquisition) of capilal assets
Paymenls on noles, bonds, and leases payable
Interest pald on noles, bonds, and leases payable
Capflal contributions and granis

NET CASH PROVIDED (USEd) BY FINANCING ACTMITIES

CASH FLOWS FROM INVESTING ACTMTIES:
Purchases of cerfilicales of depasit
Maturities of cerlificates of deposit
Interest on Ivestments
Interfund loans collected (funded)

NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
GASH AND GASH EQUIVALENTS - OGTOBER 1, 2007

CASH AND CASH EQUIVALENTS - SEPTEMEBER 30, 2008

RECONCILIATION OF OPFRATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES;

Operating income
Adjustments le reconcile operaling Income to nef cash
provided by operaling activities;
Depregiation expense
(Increase) decrease In accounls receivabla
Increase {decrease) In accounts payable
Increase (decrease) In accrued wages
Total adjusiments

Net cash provided by operaling activities

Water & Sewer Sanitation Airport Tolal

Fund Fund Fund Proprietary Funds

L 1,945,052 $ 652,388 3 67,932 $ 2,685,370
149,467 113,589 24 263,080
(347,942) {7,489) - (355411)
{17.820) (652,568) (2,385} {672,171)
{632,351) - (6,695) {639,046)
{236,173) - (15,863) (252,036}
860,233 185,940 43,013 1,009,185
(§,321,626) (23,095} {13,275) {1,357.935)
731,922 - 20,606 762,528
{589,704 {23,005) 7,331 {605,468)
{752,040) - {208,844} {1,000,884)
{597,259) - (52,990} (650,249)
{956,220) - (15,104) (871.324)
_624‘155 - 228,568 852,731
{1,721,354) - 48,372} {1,769,726)
{1,162,323) (366,433) - (1,528,756}
1,487,793 51,659 66,013 1,605,425
48,250 11,733 176 60,153
1,027,238 163,004 74.717) 1,116,625
1,460,918 (140,037} (8.634) 1,252,347
(45,907) (57,192) (6,562) (113,661)

524,221 214,949 16,262 855,432

8 ‘ 574,314 8 167,767 § 8,700 $ 741,771
§ 1,064,210 $ 56,836 s 3373 % 1,145,418
245,301 - 39,640 284,941

22,48% 1,235 - 23,724
(485,632} 42,374 - (453,458

4,065 3,495 - 7,560

(223.977) 47,104 39,540 {137,233)

§ 860,233 5 105,940 5 43,013 5 1,009,186

{The accompanying netes are an Integral part of these financlal statements.)
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CITY OF GILMER, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted by the Cily of Gilmer, Texas, conform to generally accepled accounting principles as applied fo governmental entities

FINANCIAL REPORTING ENTITY

For financial reporting purposes, the City of Gilmer includes all funds that are controlled by or dependent on the City's executive and legislative
branches (the Mayor or the Councll, respectively). Contre! by or dependence on the City is determined on the basis of budget adoption, taxing
authority, outstanding debt secured by revenues or general obligations of the City, obligation of the City to finance any deficits that may occur,

or receipt of significant spbsidies from the City.

COMPONENT UNIT
In conformity with generally accepted accounting principles, the financial statements of component units have been included in the financial
reperting entily either as blended component units or as discretely presenied component units.

BLENDED COMPOMNENT UNITS
The Economic Development Corporation has been determined to be a blended component unit of the City. The board of the Economic

Development Corporation (EDC) is appolnted by the City Councll. The EDC s funded by & ane-half cent szles tax to promote economic growdh
in Glimer, 1t is included in the financial siatements as a special revenue fund {Economic Development Fund). There are no separate financial
statements Issued. The Economic Development Corperation was formed in orderto benefit the City by assessing a one-half percent sales tax to

be used for future debt service of the Gity.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
The government-wide financial statements {i.e., the siatement of net assets and the statement of changes in net assets) repert information on

all of the nenfiduciary activities of the primary government and its component units. For the most part, the effect of interfund activity has been
removed from these statements, Governmental aclivities, which normally are supparted by taxes and intergovernmental revenues, are reporied .
separately from business-type acfivities, which rely te a significant extent on fees and charges for support.

The statement of aclivities demonstrates the degree fo which the direct expenses of a given function are offset by program revenues, Direst
expenses are those that are clearly identifiable with a specific function. Program revenues Include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function and 2} grants and contributions that are
restricted to meeting the operational or capital requirements of a paricular function. Taxes and other itemms not properly ingluded among
program revanuas are reported instead as general revenues,

Separate financial statements are provided for governmental funds and proprietary funds. Major individual government funds and major
individual enterprise funds are reporied as separate columns in the fund financial statements.

MEASUREMENT FOCUS. BASIS OF ACCOUNTING. AND FINANCIAL STATEMENT PRESENTATION
The government-wide financial statements are reported using the economic rescurces measurement focus and the accrual basis of accounting,
as are the propristary fund financial statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,

regardless of the tirming of related cesh flows, Property taxes are recognized as revenues in the year for which thay are Jevied, Grants and
similar items are recognized as ravenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified accruat basis
of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered o be available when
they are collectible within the current period or soon enough thereafter to pay ligbilities of the current period. For this purpose, the government
conslders revenues to be avallable if they are colfected with 60 days of the end of the current fiscal period. Expenditures generafly are recorded
when a liability Is incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to compensated

absences, are recorded only when payment is due.

Property taxes and sales tax associated with the current fiscal period are all considered to be susceptible to accrual and have been recognized
as revenues of the current fiscal period. All other revenue items are considered to be measurable and available only when cash is received by

the government.
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CITY OF GILMER, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The City reports the following major governmental funds:

The general fund is the Cily's primary operating fund. It accounts for all financial resocurces of the general government, axcept those required te
be accounted for in another fund.

The debt service fund accounts for resources accumulated and payments made for principal and interest on long-term general ebligation debt
of governmental funds.

‘The economic development fund is a speclal revenue fund that accounts for the one-haif cent salkes tax collected for the Economic

Development Corporation.

The City reports the following major proprie:ary funds:
The water and sewer fund is used {0 account for the sale of water and wastewater freatment by the City to businesses and resldential

customers and to surrounding communities.

The sanitation fund accounts for residential and commercial solid waste collections and disposal services for the City.
The alrport fund accounts for the operation of the Gilmar-Upshur Couniy alrport.
Agditionally, the City reports the following fund types:

Governmental Funds:
Speclal Revenue Funds - The City accounts for resources restricted lo, or designated for, specific purposes by the Cily or a grantor in a spedial

revenue fund, Most federal and some State financial assistance is accounted for in a special revenue fund, and sometimes unused balances
must be returned to the grantor at the close of specified project periods,

Private-sector standards of accounting and financial reporting Issued prior to December 1, 1989, generally are followed in both the government
wide and proprietary fund financial statements to the extent those standards do not confiict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-sector guidance for their business-type
activities, subject fo this same limitation. The City has elected to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from nonoperating ilems. Operating revenuess and expenses gensrally result
frem providing services and producing and dslivering geods in connection with a proprietary fund's principal ongoing operations. The principal
operating revenues of the Water and Sewer Fund are charges to customers for sales and services. All revenues not meeting this definition are

reparied as nonoparating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Cily's policy (o use restrcted rescurces first, then unrestricted

resources as they are needed.

BUDGETS AND BUDGETARY ACCOUNTING
Budgets for the general fund, special revenue funds, and deb! service fund are adopted on a basis consistent with the modified accrual basis of

accounting. The proprietary fund budget Is adopted on a basls consistent with the accrual basis of accounting except for depreciation, which is
not budgeted and capital outlay, which is budgeted. Unexpended budget appropriations lapse at year end and do not carry forward to future

periods.

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

INTERFUND RECEIVABLES AND PAYABLES
Any short-term advances between funds that may exist are acceunted for in the appropriate interfund receivable and payable accounts.
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CITY OF GILMER, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE.1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.

ESTIMATES
The preparation of financlal statements in conformity with genarally accepled accounting principles requires management to make estimates

and assumptions. This will affect the reported amounts of assets and liabilittes, disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting period.  Actual resuits could differ from those

estimates.

CASH EQUIVALENTS

For purposes of the statement of cash flows, highly liquid invesiments are considered to be cash equivalents if they have an initial maturity of

three months or less.

RESTRICTED ASSETS
Cash held for customer deposits in the Water and Sewer Fund is reporled as restricted.,

CAPITAL ASSETS '
Capital assets, which include land, land Improvements, bulldings, furniture and equipment, and infrastructure assets are recorded in the

-applicable governmaental or business-type activilies column in the government-wide financial statements. Capltal assets are defined by the City
as assets with an initial, individual cost of more than $5,000 and an estimated life in excess of one year. Such assels are recorded at historical
cost or estimaled histerical cost if purchased or construcled, Donated capital assets are recorded at estimated fair market value at the date of

donation.

Capital assels are being depreciated using the straight-line mathod over the following estimated useful lives:

Asset Class Years
Infrastruciure 25-560
Buildings 10- 60
Land improvements 60 - 100
Machinery and equipment 5-12
Heavy equipment 10-20
Vehicles 4-7
3-5

Computer equipment

DEFERRED BOND ISSUE COSTS

Deferred bond isstie costs are amortized on a straight-line basis over the remaining life of the bonds.

COMPENSATED ABSENCES
Acsumulated vacation leave that is expecied fo be liguidaled with expendable available financial resources is reporied as an expenditure and a

fund liability of the governmental fund that will pay for it. Accumulated vacation feave of proprietary funds is recorded as an expense and a
liability of those funds as the benefits acorue to employees, In accordance with the provisions of Gavemmental Accounting Standards Board
Statement No, 16 "Accounting for Compensated Absences”, no liability Is recorded for nonvesting accumulating rights to recelve sick pay

benefits.

FUND EQUITY ACCOUNTS .
Reserves of fund balance or net assels are used lo indicate that a porfion of fund equity Is not available for expenditure or is legally segregated

for a specific fulure use.

INTERFUND TRANSACTIONS ) )
Transactions that would be treated as revenue, expenditures or expenses if they involved crganizations external to the government unit are

accounted for as revenue, expenditures or expenses in the funds involved. Transactions which conslitute reimbursements of a fund for
expenditures or expenses initlally made from that fund which are properly applicable to another fund are recorded as expeditures or expenses
in the reimbursing fund and as reduciions of the expenditure or expense in the fund that Is reimbursed. Operating transfers are distinguished
from revenuas, expenses, or expenditures in the financial statements, These transfers are reported In the “"Other Financing Sources (Uses)"
section in the Statement of Revenues, Expenditures, and Changes In Fund Balance (governmental funds) and in the "Non-Operating Revenues
(Expenses)" section in the Statement of Revenues, Expenses, and Changes In Fund Net Assets (proprietary funds).
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CITY CF GILMER, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

N.  RISKFINANGING
The City provides statutory workers' compensation benefits under an insured plan of the Texas Municipal League Jeint Workers' Compensation

Fund. Cost of the program is charged to the appropriate fund. The City has outside property insurance coverage for major struclures, primarily
those used by the public and those located in a cluster to provide protection from catastrophic losses. The City maintains Hability and

comprehensive insurance coverage for all its vehlcles and equipment.

0. INVENTORY
Invenrtories of materials and supplies are accounied for using the purchase method. Under the purchase method, purchases are recorded as

expense when made and inveniory is recorded af year-end. Invantory is immaterial and is nol recorded in these financial statements.

NOTE 2 - COMPLIANCE AND AGCOUNTABILITY

Finance-Related Legal and Contractual Provisions ’
In accordance with GASB Statement No. 38, *Certaln Financlal Stalement Note Disclosures,” violations of finance-related legal and contraciual
provisfons, if any, are reported below, along with actions taken to address such violations:

Action Taken

Viclation
The City will implement procedures so that compliance will be achieved,

The City did not comply with the Public Funds
Investment Act in all respacts,

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

Eund Name Deficit Amount Remarks

None reported.

NOTE 3 - PROPERTY TAXES

The City's property tax is levied each October 1 on the assessed value listed as of the previous January 1 for ail real and pefsonal properly located in
the City. The assessment ratio of the Cily Is 100 percent of market value. The assessed value for the roll as of January 1, 2007 upon which the 2008

fiscal-year levy was based, was $238,025,622 and the tax levy was set at $.65171 per $100 of assessed valuation,

Taxes were due in January following the Ociober 1 statement date. Tax collections during the fiscal year ended September 30, 2008, for the fiscal
2008 tax levy were 95.02 percent of the total tax levy for that year,
Delinquent taxes as of September 30, 2008, were $225,751,

Allowances for uncellectible tax receivables are based upon historical experience in collacting propery taxes, Uncolleclible personal properly laxes
are periodically reviewed and wiitten off, but the City is prohibited from wiriting off real property taxes without specific statutory authority from the Texas

Legislature. The allowance for uncollectible taxes at September 20, 2008 is $5,277.
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NOTE 4 - CAPITAL ASSETS

CITY OF GILMER, TEXAS

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008

Caplal asset activily for the period ended September 30, 2008 was as follows:

Beginning Ending
Balances Increasses Decreases Balances
Governmental activities:
L.and $ 458,194 & - $ - 458,194
Infrastructure 3,762,417 157,881 - 3,920,298
Buildings and improvements 4,674,958 - - 4,674,958
IMachinery, Fumniture and Equipment 1,834,021 167,852 (79,959) 1,921,914
Construction in progress 8,163 107,658 - 115,821
Totals at Historic Gost 10,737,753 433,391 (78,859) 11,091,185
Less accumulated depreciation for:
Infrastruciure (1,854,916) (93,759) - {1,948,675)
Buildings and Improvements (820,418) (78,485) - (898,903)
Machinery, Furnilure and Equipment {1,038,661) {121,405) 79,959 {1,080,107)
Total accumulated depreciation (3,713,985) (293,649) 78,959 (3,927,685}
Governmental activities capital assets, net $ 7,023,758 3 139,742 $ - 7,163,500
Business-type activities: :
Land 4,503,164 . - 4,503,164
Land Improvements 9,209,854 . - 9,295,854
- Infrastruciure 11,002,178 61,682 (71,071) 10,992,789
Buildings and Improvements 1,045,212 - - 1,045,212
Machinery, Furniture and Equipment 387,425 121,087 {52,238) 455,284
Assets under capital lease 1,249,203 1,249,203
Constrniction in progress 1,853,468 1,062,369 (2,199,560) 816,278
Total capital assets being depreciated 28,440,505 1,245,148 (2,322,869) 28,362,784
Less accumulated depreciation for:
Land improvements (654,580) (109,335) - (763,915}
Infrastructure (4,498,101%) {97,347} - {4,695,448)
Buildings and Improvemenis {95,262} - (19,820) - (115,082)
Machinery, Furniture and Equipment (335,134) (33,456) 82,697 (285,893}
Assels under capital [ease {112,428) (24,984) - {137,412}
Fotal accumulated depreciation (5,695,505} (284,942) 82,697 (5,897,750)
Business-type aciivities capital assels, net $ 23,745,000 3 960,206 $ (2,240,172} 22,465,034
Depreciation expense was charged {o departmants of the primary government as follows:
Governmental activities:
Legislative % 816
Municipal Court 3,691
Executive/Administration 10,185
Community Development 7,328
Financial Administration 8,015
Police 56,903
Fire Protection 24,198
Highways and Streets 118,438
Civic Center 63,985
Total depreciation expense - governmenta! activitles 293,649
Business-iype aclivities:
Water and sewer 245,302
Adrport 39,640
284,942

Total depreciation expense - business-type activities



NOTE 5 - LONG-TERM DEBT

CITY OF GILMER, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

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

Governmental Activities:

General obligation bonds
Notes payable

Tolals
Accrual for Compensated Absences
Total Governmental Activities
Eusiness-type Activities:
Revenue bonds
Tax and revenue cerfificates of obligation
Notes payable

" Capital lease payable

Total Business-Type Activities

Total Long-term Debt

The following is a detail of Notes, Genaral Obligation Bonds, and Revenuo Bonds Payable:

Governmental Aclivities:

Ganeral Obligation Bonds

1994 General Obligation Bonds; principal plus interest varying from 5.25% {o 7.5% due semi-annually

through May 15, 2009

Beginning Ending Due Wiihin

Balance Additions Retirements Balance One Year
$ 865,000 $ - 3 90,000 775,000 5 100,000
467,249 - 61,129 406,120 384,165
1,332,249 - 151,128 1,181,120 484,165

76,814 23,397 - 100,211
$ 1,408,063 $ 23,397 § 151,129 1,281,331 3 484,165
$ 10,820,000 S - $ 280,000 10,540,000 5 290,000
8,185,000 - 125,000 6,060,000 135,000
608,596 - 79,206 529,390 237,816
640,948 - 166,044 474,904 179,601
% 18,254 544 $ - $ 650,250 17,604,294 3 842,417
% 19,663,607 5 23,387 3 801,379 18,885,625 $ 1,326,582
Balance as of
September 30,
2008

$ 60,000
745,000

1089 General Obligation Bonds; principal plus interest varying from 3,35% to 4.40% due semi-annually

through May 1§, 2015

Notes Payable

Total General Obligaticn Bonds

6% note payable to Gilmer Naticnal Bank; principal plus interest due semi-annually through Septernber 29,

2010; secured by Fire Department Pumper Truck

Line of credit note payable to First Natlonal Bank; inerest at prime - 1%; principal plus interest due

February 13, 2008

Total Notes Payable

Total Governmenta} Activities
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43,855

362,165

406,120

$ 1,181,120
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CITY OF GILMER, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

NOTE 5 - LONG-TERM DEBT (CONTINUED)
Business Activities:

Revenue Bonds
1691 Watenvorks and Sewsr System Refunding and Improvement Revenue Bonds; principal plus interest

varying from 7.2% to 7.25% due annually through July 1, 2011

1996 Texas Water Development Board/State Particlpation Waler & Sewer Bonds; principal plus interest
varying from 5.55% to 5.8% due seml-annually through July 15, 2035

1998 Watenvorks and Sewer System Revenue Refunding Bonds; principal plus interest varying from 4.4%

{0 5.1% due annually through July 1, 2034
Total Revenue Bonds

Tax and Revenue Cerificates of Obligation

2000 Combination Tax and Revenue Certificates of Obligation; principal plus interest varying from 5.0% to
6.875% due seml-annually through July 1, 2015

2001 Combination Tax and Revenue Certificales of Obtigation; principal plus interest varying from 4.5% to

6.5% due sémi-annvally through May 15, 2027
Total Tax and Revenus Cerificates of Obligation

Notes Payable
5% note payable to Gilmer Natiorral Bank; principat plus interest due menthly thraugh March 28, 2013;

secured by real property

7.5% note payable to Gilmer Nationa! Bank; principal plus interest due monthly through January 15, 2017;
secured by real property

Line of credit note pavable o First National Bank; interest at prime - 1%, principal plus interest due

February 13, 2008
Tolat Notes Payable

Total Business Aclivities

1996 Texas Water Develobmenl Board/State Participation Waier and Sewer Bonds

L 710,000

4,800,000

5,630,000

10,540,000

1,315,000

4,745,000

6,060,000

273,974

81,169

174,247
528,390

§ 17,129,390

The Water Development Board furnished this $4.8 million dollars as a portion of the funds needed for the conslruction of tha dam and the reservoir at
Lake Glimer. Upon deposit of the funds into the City's construction fund, there was vested in the Board, on behalf of the State of Texas, an
approximate 42.77% undivided interest in the fotal conservation sterage faclities of the project, including the right to divert and sell water to the extent
of the vield of such undivided interesi. As the Cily begins paying back principal cn July 45, 2012, they will begin gradually purchasing back the
Board's inferest in the project until it will fotally belong to the Gily on July 15, 2035, when lhe last principal payment is made.

Aggregate malurities of long-term debt subsequent fo September 30, 2008 are as follows:

Governmental activities:

Year Ending
September 30 Principal Interest Total
2009 $ 484,165 $ 37,535 $ 521,700
2010 121,955 30,895 152,850
2011 105,000 25,607 130,607
2012 110,000 - 21,040 131,040
2013 115,000 16,200 131,200
2014-2015 245,000 16,650 261,650

§ 1,181,120 & 147,927 § 1,

328,047
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NOTE 5 - LONG-TERHM DEBT (CONTINUED)

Business-type activities:
Year Ending

September 30 Principal Interest Total
2008 % 842,417 $ 934,907 $ 1,777,324
2010 705,652 11,297 1,618,849
2011 766,999 899,110 1,668,109
2012 609,078 873,837 1,482,918
2013 633,620 781,700 1,415,320

2014-2018 3,046,528 3,388,539 6,435,067
2019-2023 3,275,000 2,640,153 5,815,163
2024.2028 3,760,000 1,724,715 5,484,715
2029-2033 2,915,000 866,406 3,781,408
2034-2035 1,050,000 97,369 1,147,369

§ 17,604,284 § 13,418,033 - § 30,722,327

There are a number of limitations and restriclions contained in the various bond Indentures. The City is In compliznce with all significant limitelions

and reguirements.

Combination Tax and Revenue Cerificates of Obligation

In the fiscal year ended September 30, 2008, the City transferred $ 434,559 from the General Obligation Debt Service Fund to the Water and Sewer
Fund for payment on the 2000 and 2001 Series Combinatlon Tax and Revenue Certificates of Obligation, These transfers are recorded as cperating
transfers. The City has determined, based upen the certificates of obligation documenis and legal advice, that these transfers are appropriate.

Capital Lease Obligation

The City Is obligated under a lease accounted for as a capital lease. The leased assets, censisting of radic-read water meters, are accounted for in
the Water and Sewer Fund at an original cost of $1,248,203. Accumulated depreciation on assets under capital lease at September 30, 2008, was $

137,412

lowing Is 2 schedule of future minimum lease payments under the capital lease, fogether with the net present value of the minimum lease

The flio,

payments as of September 30, 2008,

Year Ending Water and

September 30 Sewer Fund
2009 $ 198,576
2010 204,647
2011 1(3,809
Minimum lease payments for the capital [ease 507,032

Less: Amount representing interest at the City's Incrementa!

borrowing rate (32,128)
Present value of fulure minimum lease payments 5 474,904
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CITY OF GILMER, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008
NOTE 6 - INTERFUND BALANCES AND TRANSFERS

Interfund receivables and payables at September 30, 2008 were as follows:

Cue To
Ciher
Econemic Governmental
General Fund Debt Senvice Development Funds Water & Sewer Tolals

General Fund $ - $ - $ - $ 14,771 $ - $ 14,771
Other Governmental Funds 43,700 - - - 138,000 181,700
Waler & Sewer Fund 100,486 139,435 - - 238,921
Sanilalion Fund - - - 7,870 - 7,870
Alrport Fund . 23,068 - - - 23,068

$ 43,700 § 123,554 $ 139,435 $ 22,641 5 138,000 3 467,330

Interfund loans consist of current and prior year borrowings between funds to satisfy cash flow requirements.

Interfund transfers for the year ended September 30, 2008 were as follows:

Transfer To
" Other ]
Transter From Geperal Fund Debt Senvice Governmenial Water & Sewer Alrport Tolals
General Fund $ - $ 12,000 $ - $ - $ - $ 12,000
_ Debi Service Fund - - - 432,340 - 432,340
Economic Development
Fund 544 - - 299,692 - 300,126
Other Govemnmeniai Funds 43,700 “ - - 43,700
Water & Sewer Fund 1,316,245 . . - 5,381 1,321,626
Sanitation Fund - 7,870 . 15,225 23,095
Afrper] Fund 13,275 - - - - 13,275
$ 1,373,764 % 12,000 $ 7.870 $ 731,922 $ 20,608 § 2,146,162
To fund current To fund debt To fund To fund debt To provide
operaticns and service Civic Center service maiching funds
pay off interfund requirements improvements requirements for grant and
debts purchase airport
insurance

NOTE 7 - EMPLOYEE BENEFITS

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

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 setvice 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 percant (100%, 150%, or 200%) of the employee's accumulated contributions, In addilion, 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 monstary credits for
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NOTE 7- EMPLOYEE BENEFITS (CONTINUED)

service since the plan began, would be the total monetary credifs and employee contributions 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 lhat are one year before the effective date. At retirement, the benefit Is calculated as if the sum of the employee's accumulated
contributions with interest and the employer-financed monetary credits with interest were used to purchase an annuity.

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

Deposit Rate: 6%
Matching Rates (City to Employee): 2-1
Syrs

A member is vested after:

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

CONTRIBUTIONS

Under the state law governing TMRS, the actuary annually determines the Cily contribution rate. This rafe consists of the normal cost
contribution rate and the prior service confribution rate, both of which are calculated to be a leve! 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 employae's anniversary dats, not at ihe time the employee's contribulions are made. The normal cost contribulion rate Is the
actuarially determined percent of payroll necessary to salisfy 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 remalnder 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 conlributions monthly. Since the City needs to know ifs contribution rate In advance for budgetary purposes, there is a one-year dslay
between the actuarial valuation that is the basis for the rate and the calendar year when the rate goes into effect.

Schedule of Actuarial Lizbilities and Funding Progress

Agtugrial Valuation Date 1243112007
Actuarial Value of Assets $ 2,767,844
Actuarial Accrued Liability $  4,273905
Unfunded {Over-funded) Actuarial
Accrued Liability (UAAL) $ 1,506,081
Funded Ratio 64.80%
Annual Covered Payroll $ 1,532,202
UAAL as a Percentage of Cavered Payroll 98.29%
Net Pension Obligation (NPO) at the
Beginning of Period .
ANNUAL PENSION COST:
Annual required contribution (ARC) 189,983
Interest on NPQ .
Adjustment to the ARC - 189,883
Contributlons made
~Increase in NPO (189,983}
$ R

NPQ at the end of the period
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NOTE 7 - EMPLOYEE BENEFITS (CONTINUED)

The City's annual pension cost, the percentage of annual pension cost contribuled to the plan, and the net pension obligation for FY2007 and the two

preceding years were as follows:

Fiscal Year Annual Percentage Net Pension
Ended Pension Cost Contributed Obligation
9/30/2005 $ 180,627 100% $ -
9/30/2008 173,118 100% -
8/30/2007 189,083 100% _ -

The City of Gilmer is cne of 827 municipalities having the benefit plan administered by TMRS. Each of the 827 municipalities have an annual,
individual actuarial valuation performed. All assumptions for the 12/31/07 valuations are contained in the 2007 TMRS Comprehensive Annual

Financia! Report, a copy of which may be obtained by writing to P.O, Box 149153, Austin, Texas 78714-8153,

Texas Emergency Services Relfirement System

Plan Description

The Fire Fighter's Pension Commissioner Is the administrator of the Texas Emergency Services Retirement System (TESRS), a cost-
sharing mulliple employer pension system established and administered by the State of Texas to provide pension benefits for
emergency services personnel who serve without significant monetary remuneration. TESRS s considered a component unit of the
State of Texas financial reporting entity and Is included in the State's financial reports as a pension trust fund. At August 31, 2008,
there were 181 membaer fire or emergency services departments patlicipating In TESRS. Eligible participants include volunteer
emergency services parsonnel who are members in good standing of & paricipating depariment.

At August 31, 2008, TESRS membership consisted of:

Retirees and baneficiaries currently receiving benefits 1,768

Terminated participants entitled o bensfits but not yet
receiving them 1,815
Aclive parficipants (vested and nonvested) . 4,480
8,061

Senate Bill 411, 65th Legislature, Regular Session (1977), created TESRS and estfablished the applicable benefit provisions, The
79th Legislature, Regular Sesslon (2008), recodified the provisions and gave the TESRS Board of Trustees authorily fo establish
vesting requirements, contribution levels, benefit formulas, and eligibifity requirements by board rule, The benefit provisions include
retirement benefils as well as death and disability benefits. Members are 50% vesled after the tenth year of service, with the vesting
percent increasing 10% for each of the next five years of service so that a member becomes 100% vestad with 15 years of service.

Upon reaching age 55, each vested member may relire and recelve a monthly pension equal to his vested percent multiplied by six
times the governing body's average monthly contribution over the member's years of qualified service. For years of service in excess
of 15 years, this monthly benefit is increased at the rate of 6.2% compounded annually. )

On and off-duty death benefits and on-duty disability benefils are dependent on whether or not the member was engaged in the
performance of dulfes at the time of death or disability. Death benefits include a furp sum amount and continuing monthly payments

to a member’s surviving spouse and dependent children,

Funding Policy

Contribution provisions were established by 8.B. 411, 65th Legisfature, Regular Session (1877) and were amended by board rule in
2008, No contributions are required by individual members of participating departments. The governing bodies of participating
depariments are required to contribute at least the minlmum prescribed amount per month for each active member and may contribute
more, Additional contributions may be made by a governing body to pay for granting credit for service before the department began
participating in TESRS (prior service). The Slate may also be required to make annual contributions up to a limited amount to make

TESRS actuarially sound.
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Annugl Reaufred Contributions

The contribution requirement per active emergency services personnel member per month is not actuarially determined. Rather, the
minimum contribution provisions were set by board rule. For the fiscal year ended August 31, 2008, total contributions (dues and prior
service) of $2,077,728 were paid into TESRS by the political subdivisions served by the member volunteer emergency services
personnel. In addition, the state appropriated $675,307 for the fiscal year ended August 31, 2008. Tolal confributions made were
equal to the confribulions required by the state statute and were equal to the contributions required based on the revised August 31,

2004 actuarial valuation.

The purpose of the biennial actuarial valuation is to test the adequacy of the financing arrangement to delermine if it is adequate fo
pay the benefits that are promised. The actuarial valuation as of August 31, 2008, revealed the adequacy of the expected
contributions from the political subdlvisions (dues and prior service contributions) together with the actual state appropriations for the
fiscal year ending August 31, 2007 ($709,613 as the maximum state contribufion according to state law plus approximately $400,000
to help pay for the System's adminisirative expenses) and with the assumed continuation of legislative appropriations of (1) maximum
state contribution amount in future years for up to 30 years as is necessary for the System to have a 30-year amoriization period, and
(2) approximately $400,000 each year to help pay for the System's administrative expenses. Expected contributions for the fiscal year

ended August 31, 2007 are equal to confributions required.
Required Supplementary Infermation:

Schedule of Funding Progress

Actuarial

Agccrued Total UAAL Per
Actuarial Actuarial Value Liability (AAL) Unfunded Members Member
Valuation Date of Assets - Entry Age AAL (UAAL) Funded Rafio Covered Covered
(a) (b) {b) - (a) (alb) {c) (b-a)(c)
813172002 § 32,797,262 $ 45,976,387 $ 13,179,125 71.30% 7,669 $ 1,718
8131/2004 38,140,501 51,567,426 13,426,925 74.00% 7,994 1,680
8/31/2006 42,268,305 58,082,828 15,814,523 72.80% 8,061 4,882

Notes:
The actuarial liability is based upon the entry age acluarial cost method.
Changes in actuarial assumptions and methods as walf as benefit and conltribution provisions were first reflected in the 8/34/08

valuation.
Three-Year Trend Information
Fiscal Year Annual
Ended August Required Actual Percentage
31 Contribution Confribution Coniributed
2004 $ 2,885,557 $ 1,882,762 865%
2005 - 3,206,300 1,603,150 50%
2006 2,753,035 2,753,035 100%

Notes to the Required Supplementary Information

The information presented in the required supplementary schedules was determined as part of the actuarial valuations at the dates
indicated. Actuarlal assumptions and methods as of the latest actuarial valuations follows:

Valuation date August 31, 2008
Actuarial cost method Entry age
Amontization method Level dollar, open
Amortization period 30 years

Market value smoothed by a 5-year deferred recognition method with a 90%/110%

Asset valuation method
corridor on market value
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NOTE 7 - EMPLOYEE BENEFITS (CONTINUED)

Actuarial assumptions:

Invesiment rate of return* 8.00% per year, net of investment expenses

Projected salary increases N/A,
“Includes inflation at 3.75%
Cost-of-living adjustments None

NOTE 8 - RESERVED FUND BALANGE

As of September 30, 2008, fund balances reserved for specific purposes were as follows:

General Fund
Hotel-Motel tax $ 1,284

Court Restricted Funds 12,127
Other Dedicated Funds 74,537
: $ 87,948
Other Governmental Funds -

Police Dept Seizure Fund § 861
Civic Center 34,008
USDA Loan Program - current 24,205
USDA Loan Program - noncurrent 125,855
Kelsey Creek Trails (3,149}
Lake Gilmer Park 166,256
i 5 337,136

NOTE 9 - DEPOSITS AND INVESTMENTS

Cash Depasits

Deposils - At September 30, 2008, the carrying amounts of the City's bank accounts were $ 1,602,256 and the balances on deposit were $1,593,526.
The City's cash deposits at September 30, 2008 were enfirely covered by FDIC insurance or by pledged cdilateral held by the City's agent bank in the

City's name.

Investments;

The Cily is required by Government Code Chapter 2266, The Fublic Funds Investment Acl, {o adopl, limplement, and publicize an investmant policy.
That policy must address the following areas: (1) safety of principal and liquidity, (2) pertfolio diversification, (3) allowable investments, (4) acceptable
risk Jevels, (5} expected rates of return, {6) maximum allowable stated maturity of pertiolio investments, (7) maximum average dollar-weighted maturity
allowed based on the stated malurity date for the portfolio, (8) investment staff qualily and capabitities and (9) bid solicltation preferences for

certificates of deposit.

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 general purpose financial stalements disclosed thatin the areas of Invesiment fraining and management reports, the Cily did not adhere to

the requirements of the Act.

Statutes authorize the City to invest in (1} obligations of the U.S, Treasury, certain U.8. agencles, and the State of Texas, (2) cerlificates of deposits,
{3) certain municipal securifies, (4) securilies lending program, {5) repurchase agreements, (6) bankers acceptances, (7) mulual funds, (8) Invesiment

poois, (9) guaranteed investment contracts, and (10) commercizl paper.

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

Fafr
investment or Investment Type - Maturity Value

Certificates of Deposit Various $ 2,167,159

Totel lnvestments $ 2,167,159
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NOTE 9 - DEPOSITS AND INVESTMENTS (CONTINUED)

Analysis of Specific Depasit and Invesiment Risks

GASB Statement No. 40 requires a determination as to whether the City was exposed 1o the following specific investment risks at year end and if so,
the reporting of cerain related disclosures:

a. Credit Risk

Credit risk is the risk that an issuer or other counterparty {o an Investment will not fulfill its obligations. The ratings of
securiies 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.

b. Custodial Credit Risk

Deposils are exposed fo custodial credit sk if they are not covered by deposifery insurance and the deposits are
uncollateralized, collateralized with securities held by the pledging financial institution, or collaierallzed with securnities held
by the pledging financial institution's trust department or agent but net 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 counterparly's trust depatment or agent but not in the City's

name,
At year end, the Cily was not exposed 1o custodial credit risk.

c. Concentration of Credit Risk

This rigk is ths risk of loss atiributed to the magniiude of a government's investment In a single issuer. Afyear end, the City
was not exposed fo concantration of credit risk.

d. Interest Rate Risk
This {s the risk that changes in interest rates will adversely aifect the fair value of an lnvesiment. Af year end, the City was

not exposed to interest rate risk.

e, 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 forelgn currency risk.

Investment Accounting Policy

In accordance with GASE Statement No. 31, the City's general policy is to report money market investments and short-term participating interest-
eaming Investment contracts at amortized cost and to report nonparticipating Interest-eaming invesiment contracts using a cost-based measure.
However, If the fair value of an investment s significantly affected by the impairment of the credit standing of the issuer or by other factors, it is
reported at fair value. All cther Investments are reported at fair value unless a legal contract exists which guarantees a higher vafue. The term "short-
term” refers to investments which have a remaining term of ona year or less at time of purchase. The tferm "nonparticipating” means that the
fnvestment's value does not vary with marke! interest rate changes. Nonnegotiable certificates of deposit are examples of nonparticipating interest-

eamning investment coniracts.
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NOTE 10 - COMMITMENTS AND CONTINGENCIES

Contingencies
The City participates in centain federal and state assisted grant programs, These programs are subject to pregram compliance audits by the grantors
or their representatives. Any liability for reimbursement which may arise as a result of these audits is not believed to be material,

In an agreement with Upshur County, Texas, and in connection with the County's acceptance of certain infrastructure improvements that were
deannexed by the City in December, 2007, the City is obligated to pay 25% of any repair and maintenance cests incurred on the property for a period
of two years. Although the potential cost of such repairs is unknown, management estimates that it will not be material to the City's financlal

statements.

NOTE 11 - LINE OF CREDIT

The City has established an open line of credit of $1,000,000 with a bank for the benefit of the General Fund and the Water and Sewer Fund, At
September 30, 2008, the City had a balance owed of § 362,165 in the Governmental Activities and $ 174,247 in the Business Type Aclivities. The
inierest rate is variable and is based upon the Prime Rate. The interest rate was 5.0% at September 30, 2008. Unused line of credit at September 30,

2008 was $ 463,588, The line of credit matures February 12, 2009,

The Water and Sewer Fund reporis its portion of the line of credit as a cument liability. The General Fund reports its poriion of the line of credit as a
long-ferm liabllity due to the fact that it does not have sufficient current resources to repay the debt and will rely on non-current resources for

repayment.

NOTE 12 - DEFERRED COMPENSATION

The City offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457, The plan, available to all
City employees, permits them to defer a portion of their salary until fulure years. The deferred compensation is not available to employees untif
termination, relirement, death, or unfereseeable emergency. The Plan assels are not a part of the Cify's financial statements because a third party

administrator holds these plan assets In trust.

The market value and carrying value of deferred compensation plan assets was $152,552 at Seplember 30, 2008.

NOTE 13 - ACCOUNT CLASSIFICAT!ONé

The City charges certain administrative costs to 2 department code titled "Non-Departmental”. The primary costs included in non-departmental are
employee pension, employee health insurance, payrell taxes and utilities.

NOTE 14 - SPECIAL TEMS

In December, 2007, the governing body approved the deannexation of certain properly within the city limits of the City of Gilmer. The Cily was
required by law to refund property taxes previously recelved from taxpayers within the deannexed area, and the General Fund reporis a Speclal ltem
in the amount of 65,173 for those tax refunds. In addition, the City's Water and Sewer Fund reporis a Special item in the amount of $2,186,285 for
the cost of infrasfructure improvements that were Included in the deannexed area and which were accepted by Upshur County, Texas.
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CITY OF GILMER, TEXAS
. GENERAL FUND
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2008

REVENUES:
Property taxes )
Penalty and interest.
Sales tax
Frarichise taxes
Fines and forfeitures
Licenses and permits
Other taxes
Investment income
Rents and royalties
Proceeds of asset sales
Donations

Intergovernmental reventes and grants

Miscelianeous
TOTAL REVENUES

EXPENDITURES:
Legislative
Municipal cotrt
Executive/administration
Community davelopment
Financial administration
Police
Fire protection
Highways and streets
Civic center
Parks and trails
Non-departmentat
Debt service - principal

Debl service - interest and other charges

TOTAL EXPENDITURES

£XCESS (DEFICIENCY) OF REVENUES OVER

(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers'in
Transfers out .

TOTAL OTHER FINANCING SOURCES (USES)

SPECIAL ITEM

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

AND OTHER USES
FUND BALANCE, OCTOBER 1, 2007

FUND BALANCE, SEPTEMBER 30, 2008

Variance with

Budgeted Amounis Final Budget
: Positive
Qriginal Final Actual {Negative)

$ 962,500 $ 962,500 $ 969,494 3 6,994
30,000 30,000 21,100 {8,900}
1,195,500 1,195,500 851,085 (343,515)
250,250 250,250 229,166 {21,084)
180,600 180,600 233,177 52 577
42,100 42,100 41,085 (1,008)
65,160 65,160 21,478 (43,682)
1,500 1,500 3,358 1,858
35,000 35,000 34,045 {955}

- 2,015 13,165 11,150

- - 19,705 19,705

51,300 62,681 390,470 327,789
87,430 87,430 26,155 (61,275)
2,801,340 2,914,736 2,854,393 (60,343)
16,850 16,950 18,131 (1,181)
56,935 56,935 56,999 (64)
171,030 176,030 181,634 (5,604)

137,080 137,080 129,118 7,962
116,780 116,780 124,544 (7,764)
877,180 810,637 948,372 (37,835)
339,140 345,004 414,301 (60,387}
231,365 231,365 411,608 (180,144)
. - 3,544 (3,544)
- - 190 {190)

992,600 1,176,257 728,880 447,377
22,000 22,000 22,032 (32)

3,700 3,700 3,616 84

2,964,760 3,192,638 3,042,960 149,678

(63,420) {(277,902) (188,567} 89,335
473,820 1,444,660 1,373,764 (70,896}

{410,500} (410,500) (12,000) 398,500

63,420 1,034,160 1,361,764 327,604

- - {65,173) (65,173}

- 756,258 1,108,024 351,766

{795,811) (795,811) {785,811) -

$ (795811) ) (39,553) $ 312,213 § 351,766

(The accompanying notes are an integral part of these financial statements.}
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CITY OF GILMER, TEXAS
ECONOMIC DEVELOPMENT FUND
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Variance with

Budgeted Amounts Final Budget
Positive
Qvriginal Final Actual (Negative)

REVENUES:

Sales tax $ 396,000 $ 396,000 $ 425802 $ 29,892

Investment income 1,500 1,500 23,437 21,937

TOTAL REVENUES 397,500 397,500 449,429 51,929
EXPENDITURES:

Executive/administration 59,400 59,400 63,817 {4,417}

TOTAL EXPENDITURES 59,400 59,400 63,817 (4,417}
EXCESS (DEFICIENCY) OF REVENUES OVER

(UNDER}) EXPENDITURES 338,100 338,100 385,612 47,512
OTHER FINANCING SOURCES (USES).

Transfers out (275,700) (275,700) (300,126} (24,428)

TOTAL OTHER FINANCING SOURCES (USES) (275,700} {275,700) (300,126) {24,426)
EXCESS (DEFICIENCY) OF REVENUES AND OTHER

SOURCES OVER (UNDER) EXPENDITURES

AND OTHER USES 62,400 62,400 85,486 23,086
FUND BALANCE, OCTOBER 1, 2007 768,889 768,889 76%,889 -
FUND BALANCE, SEPTEMBER 30, 2008 $ 831,289 $ 831,289 $ 854,375 $ 23,086

(The accompanying notes are an integral part of these financial statements.)
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KAREN A. JACKS & ASSOCIATES, P.C.

Certified Public Accountants

P.O. Box 3167

Karen A. Jacks, CPA Longview, Texas 75606

Peggy J. Lantz, CPA

Sherry Davis, CPA 1501 Colony Circle

Longview, Texas 75604

INDEPENDENT AUDITORS' REPORT

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

Honorable Mayor and City Council
City of Gilmer, Texas

We have audlted the financial statements of the governmental activities, the business-type activities, each major fund, and

the aggregate remaining fund information of the City of Gilmer, Texas, as of and for the year ended Sepfember 30, 2008,

which collectively comprise the City of Giimer, Texas' basic financlal statements and have issued our report thereon dated
March 12, 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 lhe

Comptroller General of the United States.

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the City of Giliner, Texas' inlernal control over financial reporiing as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Cily of Gilmer, Texas'’ internal confrol over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the City of Gilmer, Texas' infernal cantrol over

financial reporiing.

Our consideration of the 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 controf does not aflow 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 deficlencles, that adversely affects the entity's ability to iniliate,
authorize, record, process, or report financial data reliably in accordance with generally accepted accounting principles such
that there Is more than a remote likelihood thal a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal conirol. We consider the deficiencies described in
the accompanying schedule of findings and questioned costs, reported as findings 2008-2, 2008-3, 2008-4, 2008-5, 2008-6

and 2008-7, to be significant deficiencies in internal control over financial reporting.

A materlal weakness Is a significant deficiency, or combination of significant deficiencies, that resuits in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the entity's internal

control.
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Our consideration of the 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 the inlernal control that might be significant deficiencies
and, accordingly, would not necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, of the significant deficiencies described above, we consider jtems 2008-2 and 2008-3 to be material

weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Gilmer, Texas’ financial statements are free of materiai
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 resulis of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which is described in the accompanying

schedule of findings and questioned costs as item 2008-1.

. We noted cerfain maiters that we reported to management of City of Gilmer, Texas, in a separate letter dated March 12,
2008.

This report is intended for the information of City Councll; management; and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified pariies.

Kaea &/.gww ¢ (paoriokes, P c.

Karen A, Jacks & Associafes, P.C,

Longview, Texas
March 12, 2008
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KAREN A, JACKS & ASSOCIATES, P.C.

Ceytified Public Accountants

P.O. Box 3167

. Longview, Texas 75606 Phone: 963°238-8822

Karen A, Jacks, CPA
Peggy J. Lantz, CPA
Sherry Davis, CPA

1501 Colony Circle Fax: 903+238+9838

Longvlew, Texas 75604

INDEPENDENT AUDITORS' REFORT

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND INTERNAL CONTROL CVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133 ‘

Henorable Mayor and City Council
City of Gilmer, Texas

Compliance

We have audited the compliance of the City of Gilmer, Texas.with the types of compliance requirements
described in the U.8, Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended September 30, 2008, The Cily of Gilmer's
major federal program ls identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs. Compliance with the requiremenis of [aws, regulations, confracts and grants
applicable to each of its major federal. programs is the responsibility of the City's management. Our
responsibility is lo express an opinion on the Cily of Gilmer's compliance based on our audif,

We conducted our audit of cornpliance in accordance with auditing standards generally accepted in the United
States of America; the standards appiicable io financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the Uniled Slates; and OMB Circular A-133, Audits of States, Local

Governments, and Non-Profit Organizations, Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred fo above that could have a direct and material effect on a major federal program occusred.
An audit Includes examining, on a test basis, evidence about the City of Gilmer's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the Gity of Gilmer's compliance with those requirements,

In our opinion, the City of Gilmer, Texas complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended September 30, 2008.

Internal Control over Compliance

The management of the City of Gllmer, Texas is responsible for establishing and maintaining effective internal
control over compliance with requirements of faws, regulations, contracts and grants applicable to federal
pragrams. in planning and performing owr audit, we considered the City of Gilmer's internal controf over
compliance with requirements that could have a direct and material effect on a major federal program in order fo
determine -our auditing procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the City's internal centrol over compliance.

45

Members American Insttule of Cerlified Public Accountanis» Tesas Saciety of Certified Public Accountants+ AICPA Division for Firms Private Companies Praclice Section



A confrol deficiency in an entity's internal confrol over compliance exists when the design or operation of a
conirol does not allow management or employess, in the normal cotrse of performing their assigned functions,
to prevent or detect noncompliance with a type of compliance requirement of a federal program on a fimely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will

be prevented or detected by the entity's infernal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a {ype of compliance requirement of a federal program

will not be prevented or detected by the entity's infernal conirol.

Our consideration of the internal control over compliance would nof necessarily disclose all maiters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce {o a relatively low level
the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants caused py
error or fraud that would be material in relation to a major federal program being audited may occur and not'be
detected within a timely period by employees in the normal course of performing their assigned functions. We
noted no matiers involving the internal control over compliance and its operation that we consider fo be material

weaknesses.

This report is infended solely for the Information of City Council; management; and federal awarding agencles
and pass-ihrough entifies and is not intended to be and should not be used by anyone other than these specified

parties.

u{{dmll.gw 4 Wu,m, P.e.

Karen A. Jacks & Associates, P.C.

Lengview, Texas
March 12, 2009
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CITY OF GILMER, TEXAS
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Findings Relating 1o the Financial Statements which are Required fo be Repored in Accordance with Generally Accepled Government

Auditing Standards

Finding/Recommeandalion

Current Status

Finding 2007-1

Deposits were nol fully insured and/or collalerafized at all times during the
year.

Finding 2007-2
The general fund reported a deficit fund balance of $795,811 at September

30, 2007.

Einding 2007-3
The City did not comply with the Public Funds Investment Act,

Finding 2007-4

City Council has adopted a Purchasing Procedure which requires
purchase orders for all purchases in excess of $3,000. This procedure

was not adherad {o during the year under audit.

" Finding 2007-5

During the pedormance of the audit procedures, we noted management
had not adjusted all account balances to reflect appropriale year-end
balances and had not performed all necessary reconciiiations to
subsidiary recerds. These are necessary sieps to ensure ihe financial
statements are fairly stated, The unrecorded amountis were, in our
judgment, material fo the financial statements. Management subsequently
recorded some of the amounts and audit adjustments were proposed

for the remalnder. Since the City's-control policies and procedures did not
prevent or detect a material misstatement of the financial stafements, we
concluded there js a materialweakness In the City's contro! policies and
procedures required to be reported under professional standards.

Finding 2007-

The City does not have an established write-off policy for uncoliectible
water service accounts,

Finding 2007-7

The Cily does not have a procedure for reconciliation of Civic Center
rental cantracts o rental income recorded in the books,

47

This condition did not recur during the year under audit,

The fund balance deficit was corrected by action of the City
Council to make a permanent fransfer of funds from the

Water & Sewer Fund.

This finding is repeated in the current year. See Finding
20081,

This finding is repeated in the current year. See
Finding 2008-2,

This finding is repeated in the current year, See
Flnding 2008-3.

This finding is repeated in the curreni year. See
Finding 2008-4.

This finding Is repealed in the current year. See
Finding 2008-5.
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CITY OF GILMER, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Summary of Auditors' Resulis

1. Financial Statements

Type of auditors' report issued: Ungualified
Internal controf over financial reporting:

Material weakness(es) identified? _X  Yes . No

Significant deficiencies identified that are not considered

to be material weaknesses? X  Yes —___ None Reported
Noncompliance material to financial statements noted? _ X _ Yes _ No

2. Federal Awards

Internal control over major programs:
Yes X No

Material weakness(es) ldentified? e
Significant deficiencies identified that are not considered
to be material weaknesses? Yes | X No
Type of auditars’ report issued on compliance for major programs:
Ungualiffed
Any audit findings disclosed that are required to be reported in
accordance with section §10(a) of Circular A-1337 Yes A to
Identification of major programs:
Name of Federal Program of Cluster CFDA Number(s)
Hazard Mitigation Grant 83.548
Dallar threshold used to distinguish between type A and type B
programs:; ) $300,000
Auditee qualified as low-risk auditee? Yes X No

Financial Statement Findings

Finding 2008-1
Condition;
The City's Investment officers did not obtain required investment training; further, there were no quarterly or annual

investment reports to City Council, ‘
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CITY OF GILMER, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Cause:
City management has not fully implemented the raquirements of the Public Funds Investment Act.

Effect;

The City is out of compliance with the Public Funds Investment Act.

Recommendatiorn;
City management should complete its implementation of procedures to comply with the Public Funds Investment Act in

all respects.

Finding 2008-2

Condition:
In randomly selected disbursements and certain targeted selections, the auditors noted a number of purchases in

excess of $3,000 for which purchase orders were not completed in accordance with City purchasing procedures.

Cause:
The City's purchasing procedure is not monitored consistently fo insure compliance.

Effect: R )
Certain purchases during the year under audit were not subjected to the required purchasing procedures and required

approvals ware not oblained.

Recommendation: .
City management should implement a more formal purchasing procedure which assigns accountability for compliance

with the requirements of the procedure and includes a monitoring function as well.

Finding 2008-3

Caondition;
During the performance of our audit procedures, we noted management had not adjusted all account balances to reflect

accurate year-end balances and had not performed all necessary reconciliations to subsidiary records, Further, we
nofed that bank reconciliations were not performed in a timely manner throughout the year under audit. These are
necessary steps to ensure the financial statements are fairly stated on an interim and annual basis. The unrecorded
amounts as of year-end were, in our judgment, material fo the financlal statements. Management subsequently
recorded some of the amounts and audit adjustments were proposed for the remainder. Since the City's confrol policies
and procedures did not prevent or detect a material misstatement of the financial statements, we concluded there is a
material weakness in the City's control policies and procedures required to be reported under professional standards.

Cauge:
The City's business manager does not devote sufficient time to the reconciliation process and, in some cases, is

underqualified for the duties of the position.

Effect:
These conditions increase the risk of material misstatements in the City's financial statements on an interim and annual

basis.
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CITY OF GILMER, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Recommendation;
Gity management should consider reassigning cerfain accounting functions to someone with the essential skills to

complete all tasks in a timely and accurate manner. This might necessitate outsourcing of some duties.

Finding 2008-4

Condition: :
The City's uncollected water and sewer billings for the year under audit were significantly more than expected,

Cause;
The City does not have an established wwite-off policy for uncoliectible water and sewer service accounts; the

enforcement of service cut-offs for nonpayment of accounts is not effective; and the monitoring of customer payment
agresments is inadequate,

Effect
The City's water and sewer fund collection rate is lower than expected.

Recommendation:
The City should reconsider its policy for allowing customer payment agreements and should effectively monifor those

agreements to Insure that customers who fail to comply have service disconnected in a fimely manner,

Finding 2008-5
Civic center rental contracts are not reported to the City's business office as they occur, and there is no effective

monitoring of revenues from the civic center,

Cause:
The civic center manager is allowed o manage that facfiity in a somewhat independent manner, and there is no

requirement for periodic reporting to and reconciliation with the business office.

Effect;
Revenues from the civic center are not adequately controlled.

Recommendation;
City management should require the civic center manager to report each rental contract to the business office when it is

executed; the business office should monitor rental collections and follow up on payments not received in a timely

¥

manner.

Finding 2008-6
Condition:
Certain water and sewer customers were underbilled during the year under audit,

Cause: -
Upon the approval of increased rates for water and sewer services as of October 1, 2007, City staff revised the rate

structure in the City's billing software. However, due to insufficient review and supervision of the rate changes, the rate
updates were incomplete and some customer billings were processed under the old rate structure until discovery of the

error during the audit in early 2009,
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CITY OF GILMER, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Effect:
The City experienced an unrecoverable loss of revenues due to billings that were processed inaccurately.

Recommendation;
City management should implement adequate review and supervision procedures to insure that such errors, if they

oceur, are detected by City staff in the normal course of their duties.

Finding 2008-7
Condition: .
Certain adjustments to receivables for outstanding fines and fees in the municipal court were not properly documented

with written approval,

Cause:
The municipal court clerk is authorized to post non-cash adjustments to court fines and fees receivable; audit

procedures disclosed that a number of such adjustments were processed based upon verbal telephone approvals.

Effect:
The municipal court clerk receives and posts fee and fine revenues to the municlpal court accounting records. She also

records non-cash adiustments to citation records. Because her duties include custody and control of City assets as well
as access 10 the related accounting records, there is an inherent risk that inappropriate entries could be made and not

detected.

Recommendation: ‘ )
The auditors acknowledge that the City's small staff size preciudes the segregation of duties described in this condition.

Because the clerk's duties include custody and control of Cily assets as well as access to the related accounting
records, we recommend that all account adjustments be supported by writlen authorizaticn of an appropriate City official.
We also recommend that periodic reconcilations and monitoring be performed by a staff member who is independent of

the court's operations,

Federal Award Findings and Questioned Costs

None
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CITY OF GILMER, TEXAS
CORRECTIVE ACGTION PLAN
FOR TﬁE YEAR ENDED SEPTEMBER 30, 2008

The person responsible for this coirective action plan is Jeff Ellington, City Manager.

Einding 2008-1
The City has made changes in staffing that will result in compliance with the Public Funds Investment Act.

Finding 2008-2

The City has made changes in staffing and will review the purchasing procedures and make
needed changes to attaln compliance, :

Finding 2008-3

The City has made staffing changes that will result in a review of these issues and will implement

. changes to prevent reoccurrence.

Fipding 2008-4

The staff will review existing circumstances and develop a write-off policy for uncollectible water service
with procedures to have effective enforcement of service cutoff for nonpayment,

Finding 2008-5
The staff will review existing procedures and implement changes as needed to have an effective reconciliation
of civic center rental contracts to rental income.

Finding 2008-6
Staff has completed a total review of all billing accounts to assure rate corrections. Future rate

changes wiil be monitored ¢closely and reviewed (o prevet eriars.

Finding 2008-7
Management will consult with the court clerk, municipal judge, and cily attorney to implement

proper wiitten authorization as needed.
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CITY OF GILMER, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

TOTAL FEDERAL FINANCIAL ASSISTANCE

*  Original CFDA Ne, 83.548 has been superseded by CFDA No, 97.038

55

(1) 2 (2A) (3)
Federal Grantor/ Federal Pass-Through
Pass-Through Grantorf CFDA Entity idenfifying Federal
Program Title Number - Number Expenditures
U.S. Department of Homeland Security
Passed Through Governor's Division of
Emergency Management:
State Homeland Security Program '97.073 06-GE-T6-0068 9,161
State Homeland Security Pregram 97.073 07-SR25964-01 50,901
Total CFDA 97.073 60,062
Law Enforcement Terrorism Prevention Program 97.074 07-SR29564-01 5,252
Passed Through Texas Depariment of Public
Safety, Division of Emergency Management:
Disaster Grants - Public Assistance 97.074 HS-050242 52,105
Hazard Mitigation Grant 83.548 * DR-1356-017 616,965
Total U.S. Department of Homeland Security 734,384
U.S. Depariment of Transportation
Passed Through Texas Department of
Transportation:
Airport Improvement Program 20.106 0819 GLMER 222,119
956 503




City of Gilmer, Texas
Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended September 30, 2008

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the City of
Gilmer, Texas and is presented on the modified accrual basis of accounfing, The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, "Audits of States, Local Governments,
and Non-Profit Crganizations." Therefore, some amountis presented in this schedule may differ from amouns

presented in, or used in the preparation of, the basic financial statements,
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