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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and City Council
City of Clarendon, Texas

We have audited the accompanying financial statements of the governmental activities, discretely presented
component unit, each major fund, and the aggregate remaining fund information of City of Clarendon, Texas,
(the Cily) as of and for the year ended September 30, 2007, which comprises the City’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the management
of City of Clarendon, Texas. Our responsibility is to express opinions on theses [inancial statements based on
our audit.

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

in our opinion, the financial statements referred to above present fairly. in all material respects, the respective
financial position of the governmental activities, the business type activities. discretely presented component
unit, each major fund, and the aggregate remaining fund information of the City of Clarendon, Texas, as of
September 30, 2007, and the respective changes in financial position and where applicable, cash flows thercof
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated February 12, 2008, on
our consideration of City of Clarendon, Texas’, internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information are not a required part of the
basic financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information, However, we did not audit the information and express no opinion on it.



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

SRy e

Foster & Lambert, L.L.C.
Febroary §, 2008
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CITY OF CLARENDON, TEXAS

MANAGEMENT’'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2007

Within this section of the City of Clarendon (City) annual financial report, the City’s management provides narrative
discussion and analysis of the financial activities of the City for the fiscal year ended September 30, 2007. The
City’s financial performance is discussed and analyzed within the context of the accompanying financial statements
and disctosure following this section. Additional information is available in the Management’s Discussion and
Anatysis. The discussion focused on the City’s primary government.

Overview of the Financial Statements

Management’s Discussion and Analysis introduces the City’s basic financial statements. The basic financial
statements include: (1) government-wide financial statements, (2) fund financial statements, and (3) notes to the
financial statements. The City also includes in this report additional information to supplement the basic financial
statements.

Government-wide Financial Statements

The City’s annual report includes two government-wide financial statements. These statements provide both long-
term and short-term information about the City’s overall status. Financial reporting at this level uses a perspective
similar to that found in the private sector with its basis in full accrual accounting and elimination or reclassification
of internal activities.

The first of these government-wide statements is the Sratement of Net Assets. This is the City-wide statement of
financial position presenting information that includes all of the City’s assets and liabilities, with the diflerence
reported as el assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the City as a whole is improving or deteriorating. Evaluation of the overall economic health of
the City would extend to other non-financial factors such as diversification of the taxpayer base or the condition of
City infrastructure in addition to the financia! information provided in this report.

The second government-wide statement is the Statement of Activities, which reports how the City’s net assets
changed during the current fiscal year. All current year revenues and expenses are included regardless ol when cash
is received or paid. An important purpose of the design of the statement of activities is to show the financial
reliance of the City’s distinct activities or functions on revenues provided by the City’s taxpayers.

Both government-wide financial statements distinguish governmental activities of the City that are principally
supported by taxes and inlergovernmental revenues, such as grants, from business-type aclivities that are intended to
recover all or a significant portion of their costs through user fees and charges. Governmental activities include
general government, public safety, public services, education, and culture and recreation. Business-lype activities
include water utilities, and solid waste management.

The City's financial reporting entity includes the funds of the City (primary govermnment). Most of these legally
separate organizations operate like City departments or are governed by a board of trustees wholly comprised of the
City’s Mayor and Council.

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities or
objectives. The City uses funds to ensure and demonstrate compliance with finance-related laws and regulations.
Within the basic financial statements, fund financial statements focus on the City’s most significant funds rather
than the City as a whole. Major funds are separately reported while all others are combined into a single, aggregated
presentation. [ndividual fund data for nonmajor funds is provided in the form of combining statements in a later
section of this report.

)



CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2007

The City has two kinds of funds:

Govermnental funds-Most of the City’s basic services are reported in governmental funds. These use modified
accrual accounting (a method that measures the receipt and disbursement of cash and all other financial assets that
can be readily converted to cash) and report balances that are available for future spending. The governmental fund
statements provide a detailed short-term view of the City’s general operations and the basic services it provides. We
describe the differences between governmental activities (reported in the Statement of Net Assets and the Statement
of Activities) and governmental funds in reconciliation schedules following each of the fund financial statements.

Proprictary finds-The City reports the activities for which it charges uses (whether outside customers or other units
of the City) in proprietary funds using the same accounting methods employed in the Statement of Net Assets and

the Statement of Activities. In fact, the City’s enterprise funds (one category of proprietary funds) are the business-
type activities reported in the government-wide statements but containing more detail and additional information,

such as cash flows.

Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to a full understanding of the
government-wide and fund financial statements. The notes to the financial statements begin immediately following
the basic financial statements.

Other Information

Major funds are reported in the basic financial statements as discussed. Combining and individual statements and
schedules for non-major funds are presented in a subsequent section of this report.

Financial Analysis of the City as a Whole
The following table provides a summary of the City’s net assets ad September 30, 2007.

SUMMARY OF NET ASSETS

Governmental Business-type
Activities Activities Totals
2006 2007 2006 2007 2006 2007

Current and other assets $ 788,665 $ 797,165 § 78,195 § 60,087 § 806,860 $ 857252
Capital assets-net 5.984.465 5,907,161 884,568 992,778 6,869,033 6,899,939

Total assets 6.773.130 6,704,326 962,763 1,052,865 7,735,893 7.757.191
Other liabilities 42,694 36,783 58,923 64,915 101,617 101,698
Term liabilities 721.119 608,777 64.644 25,632 785,763 634.409

Total liabilities 763.813 645,560 123,567 90,547 887,380 736,107
Net assets:
Invested in capital assets,

net of related debt 5,265,284 5,298,409 819,924 975,616 6,085,208 6,274,025
Unrestricted — (Deficit) 744,033 760.357 19.272 (13,298) 763,305 747.059

Total net assets $6.009317  $6,038,766  $839,196 5962318  $6.848.513 $7.021,084




Revenues:

Program revenues
Charges for services
Operating grants and

contributions
Capital grants and
contributions

General revenues
Sales taxes
Property taxes
Franchise taxes
Hotel/motel tax
Investment earnings
Other income

Total revenucs

Expenses:

Financial administration
Municipat Court
Animal Control

Police

Fire

Streets

Parks

Libraries

Airport

Interest on long-term debt
Water & Sewer
Sanitation

Total expenses

Increase (Decrease} in net
assets before transfers

Transfers [n (Out)
Change in net assets
Beginning net assets
Prior period adjustments
Ending net assets

CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2007

SUMMARY OF CHANGES IN NET ASSETS

Governmental Business-type
Activities Activities Totals

2006 2007 2006 2007 2006 2007
§ 53,167 $ 151,553 $ 714313 $ 580,619 $767,480 §732,174
17,520 76,058 - - 17,520 76.058
186,688 153,024 6,688 153,024 193.376 306,048
222,313 222,594 - - 222,313 222,394
260,434 258,461 - - 260,434 258,461
79,680 79,930 - - 79,680 79,930
68,291 66,365 - - 68,291 66,363
31810 37,848 - - 31,810 37,848
17.090 17.457 - - 17.090 17,457
936,993 1,063,292 721.001 733.643 1,657,994 1,796.935
185,091 419,331 - - 185,091 419331
7,468 27,882 - - 7,468 27.882
5,106 2,272 - - 5,106 2,272
131,586 131,399 - - 131,386 131,399
23,286 20,719 - - 23,286 20,719
225,156 233,894 - - 225,156 233,894
5,047 4,755 - - 5,047 4,755
78,782 79,918 - - 78.782 79918
15,364 17,400 - - 15,304 17.400
- 25,966 - - - 25966
- - 435,829 403,998 435,829 403,998
- - 256,628 256,850 256,628 256.830
676,886 963,536 092,457 660,828 1,369,343 1,624,364
260 107 99,756 28,544 72,815 288,651 172,571
81.486 (50,307} (81.486) 50,307 - -
341 593 49,449 (52,942) 123,122 288,651 172,571
6,488,204 6,009,317 - 6,488,204 6,848,513
{820.480) - 892 138 - 71,658 -
$6.058.706  § 839,196  §.962,318 $6,848,513  $7,021,084

n




CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2007

Financial Analysis of the City’s Funds

Governmental funds

As discussed, governmental funds are reported in the fund statements with a shori-term, inflow and outflow of
spendable resources focus. This information is useful in assessing resources available at the end of the year in
comparison with upcoming financing requirements, Governmental funds reported ending fund balances of

$658.766. Of this year-end total, approximately $760,357 is unreserved indicating availability for continuing City
service requirements.

The total ending fund balances of governmental funds show an increase of $49.449 from current year activity.

Proprietary funds

Proprietary Funds - Revenues of the City’s business-type activities were $733,643 which consisted mostly of water,
sewer, and sanitation system charges. Water, sewer, and sanitation system expenses for the year ended September
30, 2007, exceeded revenues by $78,489,

General Fund Budgetary Highlights
The General Fund budgeted expenditures for fiscal year 2007 was approximately $717.,046.

The General Fund budget complied with financial policies approved by the City Council and maintained core City
Services.

Capital Asset and Debt Administration

Capital assefs

The City’s investment in capital assets for its government-wide activities as of September 30, 2007. amounts to
$6.899.940 {net of accumulated depreciation). This investment in capital assets includes land, buildings, equipment,

and improvements.

Capital Assets at Year-end
{Net of Depreciation)

Business- Business-
Governmental  Governmental type type

Activities Activities Activities Activities Total Total

2006 2007 2006 2007 2006 2007
Land 5 24,503 $ 24,503 5 - g - § 24503 % 24,503

Construction in

Progress - - 6,688 159,712 6,688 159,712
Infrastructure 5,736,499 5,675,449 734,160 713,313 6,470,659 6,388,764
Buildings 129.635 122,294 17,317 48,797 146,952 171,091
Equipment 93,828 84916 126,403 70,954 220,231 155,870
Totals $ 50984465  $ 5907162  § 884,568 $ 992,778 $6,869,033  $6,899.940




CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2007

This year’s major additions included:
Governmental activities:
2002 Ford pickup 5 7.000

Street improvements 36,186

Business-type activities:
TCDP grant project 153,024

Debt
At year-end, the City had $623,541 of capital leases and notes payable, as shown below:

Qutstanding Debt at Year-end

Governmental Governmental Business-type  Business-type
Activities Activities Activities Activities Total Total
2006 2007 2006 2007 2006 2007
Notes payable § 9182 £ 6,380 £ 18,364 £ 12,926 $ 273546 % 19306
Capital leases - - 33,851 4,235 33,851 47235
Tax Notes 710.000 600.000 - - 710.000 600,000
Total 5 719,182 } 606,380 ¥ 52215 § 17,16] 8771397 $623.541

Economic Factors and Next Year

The City is in process on a $301,858 water facility improvement project that they plan to work on in the coming
year. Budgeted revenues for the 2007-08 year for the general fund are up $5.874 from the 2007-08 final budget,
while expenditures are also up by the same amount. The increase projected is from increases in sales tax revenues.

Contacting the City’s Financial Management

This financial report is designed to provide a general overview of the City’s finances, comply with finrance-related
laws and regulations, and demonstrate the City’s commitment to public accountability. If you have any questions
about this report or would like to request additional information, contact the City of Clarendon, P.O. Box 1089,

Clarendon, Texas 79226.



Assets

Cash and cash equivalents

Receivabies (net of allowance
for uncollectibles)

intergovernmental Receivable

Restrictad assets:
Investments

Capital assets not being depreciated:

Land
Capital assets net of accumulated
depreciation:
Infrastructure
Buildings, net
Machinery and Equipment, net
Construction in progress

Total assels

Liabitities
Accounts payable and other
current liabilities
Intergovernmental Payable
Accrued interest payable
Customer deposits
Moncurrent Liabilities
Due Within One Year
Cue in More Than One Year

Total liabilities

Net Asseis
Invested in Capital Assets,
net of related deht
Restricted for:
Economic development
Unrestricted Net Assets

Total net assets

The accompanying notes are an integral part of this statement.

CITY OF CLARENDON, TEXAS
STATEMENT OF NET ASSETS

SEPTEMBER 30, 2007

Primary Government

Component Unit

Business Nonmajor
Governmental Type Component
Activities Activities Total Unit
$ 709,606 3 - $ 709,606 5 131,079
82,558 60,087 142,645 13,711
- 5,598
5,000 - 5,000 -
24,503 24 5G3 -
5,675,449 713,315 6,388,764 -
122,285 48,797 171,092 -
84,514 70,854 155,868 .
- 159,712 159,712 -
6,704,325 1,052,865 7,757,190 150,388
28,047 26,551 54,598

5,598 - 5,598 .
3,137 - 3,137 -
- 38,364 38,354 -
112,855 10,019 122,874 -
495,022 15,613 511,535 -
545,559 90,547 736,105 -
5,298 409 975,616 6,274,025 -
- - - 150,388
760,357 {13,298) 747,059 -
$ 6,058,766 $ 862318 § 7,021,084 $ 150,388




Juaslels sy} jo pead [eibajul ue ale sajou Buikuedwonae ay )

RBE0G1 3 $80°120°L & 8lc'z9s & 99/'860'9 § Buipug - s}esse 18N
818’0z £15'gpg'o 961'6£8 £1€'600'9 Suuubag - sjasse jaN
0/5'62 14G'EL1 ZZL'eel By 6y s]9sse 1au ul 2buey?n)
ZEE'¥E §59'789 208°05 8yL 2EY Slajsuel) pue saunanal |esauab |ejop

- 20805 {z0c'0g) (1nQ) uy s1gysUBI]
BLL'Y el WA - 8va'/e sBuiules Juaw)saay|
SL¥'G yisl At - ISP 2L BNUAAB) SNOBUE|[BDSIA
- G9¢'99 - GOE'9g SOXE] Jayl0
- 0E6'6/ - 0£6'6. saxe) as1youel
86L'¥L ¥85'7Ce - ¥65'2Ze Saxe)] sajeg
- Lo¥'852 - 1G¥'96E saxe] Auadold

:S3NU3aA3L |BleUL)

(792'¥5) - g - 3 . 3 2.9 8 sHuf Wauodwod |ejo |
(294 '¥5) - $ - 8 - g 29.vs § Hun wsuodwos Jofewuoy
hun uauodwon
- 3 (#20'01G) S Glg'z. 8 (668°285) § 8¥0'90€ S 860'9L  § PLL'ZEL § ¥OEPEL 8 awuierob Arewnd (e10)
- Glg'eL GlB'¢L - PT0'EGL - £49'085 828'099 salianoe adA-ssauisng |10
- {555'6E) (GGG BE} - N - AN 0ce'9se Luolejueg
- 0LE'THL AN AN - ¥20'e51 - Fre'eot B66°E0F pun.d lamag pue Jajepp
salape adAl-ssauisng
- (668'28%) - (568 2BG) PEO'EGL 850'9. CEERET 9E5'C96 safiagoe |ejuswuIaA0b [B10]
- (996's52) - (996'52} - - - 99662 1g9p wial-Buol Uo Jsa1sju)
- (ooy"L1) - (oo¥' 2L} - - - cor'LL Hodiy
- (850°92) - (860'92} - 850'0F 29L'L 8166/ saleidin
- (55L'p) - (G52'Y) - - - GGL'Y S)led
- (ge2'g0L) - (gel'801) - 000'0% 651'G6 ¥68'CET sppang pue sAemybiH
- (612'02) - {(612'02) - - - 61202 LoRoRiold sa
" (B6E'LEL} - (66E'LEL} - - - 66E°LEL juawypedaq 8dljod
- (z12'2) (zi2'2) - - - 2L2'2 |CHUOD [BWiLy
- 26.'02 - e6L'02 - - ¥E9'8Y 28872 HNog [edpiunpy
- 3 {20e'992) $ - kN {f0£'092) § ¥eo'esl % - $ - g LEe'sLy  § ucRensiuiLpy |Z1I0ugul4
'SANIAIOE [EJUBLLILISAOD)
JUBWUIaA0D Aewlg
Juy juauodwon |E30] SalAIDY SanAY suoNQUILoY SuCHNgueD Sa0InBS sasuadx3g
ID{BLUUON adAl-ssauisng |EJUBLULIBADD) pUE SJUBIS) PUB SiUBID) 104 sabireyqy
Hun uauodwor) JuatulaAosy Alewlld |eyden Buneiadg
sjlassy Jey U sabue(D sanuansy welbold

pue anuaaay (asuadxy) 1oN

L002 '0€ HAANIL4TS AIANT HYIA THIL YOS
SAILIAILDY 40 INFWILVLS

SYX3AL ‘NOANIYVID 40 ALID



oL

jusiuaie)s siy) jo yed jeifeu ue ase sejou GuAvedwonoe ay)

99.'8509 § SBREMIOE [EJuaWuIanch Jo sjasse jeN
(ov9'0ps) ‘3Np usym ainypuadxa ue se paziubooal si jng ‘Spuny BjuaWILIAADE
ul paniade Jou s gep wual-Buo) uo jsals)u) “saI|Igel puny 58
papedal Jou ale ABuipiooe pue pouad Juaund ay) ul dqeied pue
anp jou 2Je salAloe [eawwiaach o} ajgeondde saiigel) uua)-6uon)
291°L06'G "SpUny U} Ul pelodal Jou ale '910jaIeL) pUE Sa0Incsal
[EIDUEUL jOU S1B SBIIANCE [BjawwaA0b u) pasn siasse [eyden
:BSNBIaY JUAISYIP 2Je S1ASSE JaU JO JUDWIIE)S
auy) ul sanianae [epswuIeAch 1o0) payodal sjunowy
$99°€8. $ oL 26L $ L1986 £l¥'L02 g LP0'0L g 66’2 $ 8ED'Z0S 8 SBOUBIEQ DUN} pUE saljiqel| 810 |
SL0LL PrT'2EL Z19'6 £65°102 1P0'0L - EED' LS¥ SaJue|eq puny |BJoL
£52'29 004 - - 10'0L - - pun4 juawaacidu (exden
ayj ui papoday
264'G51 0LL'LIE £19'6 EGG'L0Z - - - pun< anusaay |eRadg
auy ut papoday
009°LBF CED' LS - N - - L0 IGY pun4 [BiguaL) U] Ui pagoday
pajeubisapun pue paalasaiun
'SEOURIEQ RUNS
6l5'EL 0Z6'+9 - 026'G - PB6'Z oD0'9% saniqes| (210
£DG'GE viZ'1E - - - ¥66'2 09z'82 sanuanal paLs;aQ
8965°G 865G - - - - 865G s|qefed |ejuawuianobialu]
PI¥EE r0'8e - 026's - - gel'ez a|qeded sUNO3IY
:sange:]
SIONVIVE ANN4 ANV SALLIMavi
5Z2'9LE ¥OL' 462 £19°6 £LP' 202 L0'0L ¥66'2 BED'L0G slasse |Bj0L
000's 000's 000'g sjuaLsaAU|
'§]asSE pajoulsay
6226 265°Z8 ¥66°2 POG'6L (ssjqnoayoaun 10}
530UBMOY|B JO 13U S8|QBAIBDDY
965'81Z $ 909'602 % £19'6 £L¥202 8 L1002 S ¢ GLv' LT g sjuajemnba yseo pue yseo
51358V
spun4 Spun4 Spun4 Spung anuaady  pund spoalold puny pung
USWUIBADD UBWUIBACS BUO jepadg jendes 301A:25 193() AENETS
L=ile3 8 B0 L
900¢ £002

900Z '0£ ¥ISNILdIAS IANT UV¥ZA HOH SIVLOL FALVEYIWNOD HLIM

2002 "0 ¥38WI1d3S G3ANT "v3A IHL HO4
SANNd IVINIWNLIADD

133HS IONVIvY

SVYX3L1 ‘NOONIHVYID 40 ALID



Li uBWelels sy} Jo ued [eibap ue ase s3jou BuiAuedwosoe ay)

Gp1'GLL ) YYZ EEL % L19'6 S £65'1L0Z g Lb0'0L S - $ EE0 5K g (Buipuz) og Jequiidag - soueteq pung
{£p9721) - - - - - - wauasnipe pousd joud
6202621 GPLGLL ¥95 222°0914 £54'29 009’ Ler Bujuubag) | 12golog - soueieq pung
(L52'854) 880'L1L £50'6 STE' b 88z, - (£95'0%) abueyo 1aN
gg¥'18 (20c'05) - - (LiB6LL) 5¢9'8 62609 {sasn) saoinos
Burpueuy feuylo [Bjo]
(8/02L2) (821L021) - - (L8811} - (20€'09) (asn) NG sigysuel)
$95'e6Z LZB'BLL - - - €08 el oA B u| siaysuBl]
{s35n} saaunos buoueuly gy
(2€4°0¥D) 90%'£9 £50'5 GZE' Ly BGL 421 (5ca's) [CERT) saunppuadxe {Japun)
IDA0 SANUBABI JO (AouBioyap) ss8axy
9ZL'0BG'L 0ZL'000' BYT'S 86E' b $Z0'CSL £8L'Le /92'099 saIn}ipuadxa [Ri0]
LEG'ZEB 0LZ'96L - - ¥Z0'sst - 98L'EY Aepne (epden
Aeyino |eynden
BLG'PY ELGLE - - - £8L°22 0143 2Bl puog
G6E'Z6 LORZLL - - " 000041 108'e redizund puog
BAIMDBS 1620
gLe'l $G6°E - - - - ¥e6'e padiy
LZLBL 21108 8yT's 0zT'L - - 6P6'EL salLela
88% S6¢ - - - - S6€ syled
UCIIESI23) PUE AINKNY
G59'064 L0 2Pl - - - - L0 LY L sioasns pue sAemybiy
SYIOM D1|GNd
115'12 PP6'8L - - - - 6’8} uonsaiosd any
985'LEL 66E°LEL - - - - 66£'LEL a0d
Aizjes oang
j=lo] ] £.2'2 - - - - €422 [QIU0D [BLIUY
L9v' Ze9'/E - - - - FA:1: WA HnoD jediniungy
gLi'est LB2'L5E - giL'ey - - £11'802 LONRASIUILLDY
JuswweAcb |Biaua
aqusung

saumjpuadxg

686'6E6 9z5'490') LDE'pL £T.L'58 £81'082 BYG'8EL 122°8566 EELITERETH T )
080 L1 26¥'2) - - 000’z - LGF5L anuaaal JaYG
0LB'IE BbR'.E - 965'L1 - - z62°92 sBuiuiea yuawsanu)
181°Es GS8'IGE EFE'l 2aL'L 651'GE - Lee'iv $83) pUE Sall4
889'9 ¥Z0'Est - - ¥Z0'esL - - sjues Jusluurasob [erapaqy
026261 B850'92 BSO'EL - 00008 - oop'ee sjuesB pue snusaz: [BjuaLILLBAOBII|
162’88 59£'09 - 55£'99 - - - SBXBL RO
089'6L 0EB'6. - - - - 0€6'6/ XB} asioue)
cLE'zee yeseee - - - - v6G'ZZE SBXE} 35N PUB $I|ES [RIBLI0)
o]0 A +TA b $69'292 3 - $ - 3 - § BPS'8ZE  § LPL'PEL $ saxe} Auadid
SaXE
SanuaAay
SpLn4 SpUng spung SpuUn4 anuaaay pung sjoajold pun4 puny
UBLWUWIBARD JUBLUUIDADE) BYG eadg leydeny 20IAI9S 1037 [2louUa5)
oL 1E10]
jeleera L00E

9002 '0€ HIBWILAZS QIANT HVIA YO SIVLOL IALYHYINOD HLIM
2002°0t 3954435 A3ANT HV3A 3HL HOd
SANN4 TYLNIANYIA0D
FONVIVE ONNd NI STONYHO ANY ‘SIFHNLIANIAX3 'SINNIATY 40 INFWALYIS

SYX3L ‘NOGNIHVY1D 40 ALID



CITY OF CLARENDON, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE OF

GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30,2007

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

Net change in fund balances-total governmental funds

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which depreciation exceeded
capital outlays in the current period.

The issuance of long-term debt provides current financial resources to governmental
funds, while repayment of the principal of long-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any
effect on net assets, This amount is the net effect of these differences in the
treatment of fong-term debt and related items.

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore are not reported as expenditures in governmental
funds.

Changes in net assets of governmental activities

The accompanying notes are a integral part of this statement.
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$ 17,098

{77,303)

113,887

(4,234)

$ 49,449



CITY OF CLARENDON, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2007
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2006

Business-type Activities - Enterprise Funds

Total
Water & Enterpise
Sewer Sanitation Funds
Assets Fund Fund 2007 2006
Current assets:
Cash and cash equivalents $ - $ - 3 - $ 17907
Accounts receivable (net of
allowance for uncollectibles) 36,667 23,420 60,087 60,288
Total current assets 36,667 23,420 60,087 78,185
Noncurrent assets:
Capital assets:
Infrastructure 1,218,008 - 1,218,008 1,218,008
Buildings 23,572 23,225 48,757 46,797
Machinery and Equipment 235,719 151,714 387 433 387,433
Accumnulated Depreciation-Capitai Assets (693,030 (126,142) (819,172) (774,358)
Construction in process 169,712 - 159,712 6,688
Tetal nencurrent assets 943,981 48,797 992,778 884 568
Total assets 980,648 72,217 1,052,865 962,763
Liabilities
Current liabilities:
Accounts payable 20,746 5,808 26,551 25,301
Customer deposits 38,364 - 38,364 33,623
Notes payable-current 5,784 - 5,784 55186
Capital leases payable-current 826 3,408 4,235 29,617
Taotal current liahilities 65,720 9214 74,834 a4 057
Noncurrent liabilities:
Notes payable-noncurrent 7,143 - 7,143 12,848
Capitai leses payable-noncurrent - - - 4,235
Compensated absences 5,690 2,780 8,470 12,428
Total noncurrent fiabilities 12,833 2,780 15,613 29,511
Total liabilities 78,553 11,994 90,547 123,568
Net Assets
tnvested in capital assets,
net of related debt 930,228 45,388 975616 832,352
Unrestricted net assets {28,133) 14,835 {13,258) 5,844
Total net assets $ 902,085 5 60,223 $ 562,318 $ 835,196

The accompanying notes are an integral par of this statement.
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CITY OF CLARENDON, TEXAS
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2007
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2006

Business-type Activities - Enterprise Funds

Total
Water & Enterpise
Sewer Sanitation Funds
Fund Fund 2007 2006

Operating revenues:

Charges for Water Services $ 363,344 % - 3 363,344 $ 487123

Sanitation Charges for Services - 217,275 217,275 227,190

Total aperating revenues 363,344 217.275 580,614 714,313
Operating expenses:

Personal Services-Salaries and Wages 104,748 118,808 223,556 242,830

Personal Services-Employee Benefits 26,864 33,644 50,508 60,071

Purchased Property Services 174,061 53,020 227.081 281,414

Other Operating Expenses 14,542 30,530 45,072 11,739

Supplies 43,611 14,455 58,076 47,993

Depreciation 39,074 5,741 44,815 44,769

Total operating expenses 402,900 256,208 659,108 688,816

Operating income (39,556) (38,933} (78,48%) 25,497
Non-operating revenue {expense):

Interest Expense (1,098) (622) (1,720} (3,841)
Loss before contributions and transfers (40,854) (39,555} (80,208} 21,856
Contributions and operating transfers:

Capital contributions 153,024 - 153,024 6,688
Transfer in 1,502 63,253 64,755 59,546
Transfers out (14.448) - (14,448) {141,032)
Change in Net Assets 899,424 23,698 123,122 {52,942)
Total Net Assets - October 1 {Beginning) 802,671 36,525 839,196 -
Prior Period Adjustment - - - 892,138
Total Net Assels - September 30 (Ending) $ 902,085 5 80,223 $ 962318 $ 839,196

The accompanying notes are an integral part of this staternent.
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CITY OF CLARENDON, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2006

Cash flows from operating activities
Receipts from customers and users
Payments to suppliers
Payments to employees
Net cash provided by operating activities

Cash flows provided by noncapital
financing activities
Operating transfers

Cash flows from capital and related
financing activities
Principal paid on long-term debt
Proceeds customer deposits
Interest paid on debt
Net cash (used) by capital
and related financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of operating income to
net cash provided {used} by operating
activities:
Operating income
Adjustments to reconcile eperating income
te net cash provided {used) by operating
activities:
Depreciation and amortization
Interest expense
{increase) decrease in current assets:
Receivables
Increase (decrease) in current liabilities:
Accounts payable
Accrued payroll
Net cash provided by
operating activities

Noncash investing, capital, and financing activities:

Assets contributed from TCDP grant

Business-type Activities - Enterprise Funds

Total
Water & Enterpise
Sewer Sanitation Funds

Fund Fund 2007 2006
$ 367,724 $ 213,096 $ 580,820 3 717,159
{254 ,514) (134 973) {389,487) (376,376)
{106,704) (120,810) (227 514) {238,240)
6,506 {42.687) {36,181) 102,543
{12,546) 63,253 50,307 (81,486)
{15,110) (19,944) (35,054} {33,133)
4,741 - 4,741 6,755
(1,098) (622) {1,720} (3,641)
(11,467) (20,566) (32,033) (30,019)
(17,907) - (17,907) {8,962)
17,907 - 17,907 26,869
- - 3 - $ 17,907
3 (35,556) 5 {38,533) 3 (78,483) 3 21,856
39,074 5,741 44 815 44,769
3,641
4,380 (4,179) 201 2,846
4,565 (3,314) 1,251 24,840
{1,957) (2,002) {3,859} 4 591
$ 6,506 3 (42,687) 5 (36,181) 3 102,543
3 153,024 3 - 3 153,024 $ 6,688

The accompanying notes are an integral part of this stalement.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE t - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the City of Clarendon, Texas reflected in the accompanying financial statements conform
to accounting principles generally accepted in the United States of America applicable to state and local governments. Accounting
principles generally accepted in the United States of America for local governments are those promulgated by the Governmental
Accounting Standards Board (GASB) in Governmental Accounting and Financial Reporting Standard.

A. FINANCIAL REPORTING ENTITY

The City is a municipal corporation governed by an clected mayor and a five-member council, The City was incorporated
under the Constitution of the State of Texas (Home Rule Amendment). As required by GAAP, these financial statements
present the City and its component unit, an entity for which the City is considered to be financially accountable. The
component unit is included in the City’s reporting entity because of the significance of its operational or financial relationship
with the City. The City (the primary government) is financially accountable if it appoints a voting majority of the
organization's governing board and 1} it is able to impose its will on the organization or 2} there is a potential for the
organization to provide specific financial burden on the City. The primary government is required to consider other
organizations for which the nature and significance of their relationship with the primary government are such the exclusion
would cause the reporting entity’s financial statements to be misleading or incomplete.

The financial statements are formatted to allow the user 1o clearly distinguish between the primary government and its
component unit. Because of the closeness of their relationship with the primary government (the City}, some component units
are blended as though they are part of the primary government; most component units are discretely presented component
unit, which has a September 30 year-end, is as follows:

The Clarendon Economic Developed Corporation {“Development Corporation™) was created in 1995 for the special
purpase of promoting and developing commercial, industrial, and manufacturing enterprises and encouraging employment
within the boundaries of the City. The members of the Development Corporation’s financial activities are discretely presented
in the City's financial statements as a governmental fund. Complete financial statements of the Development Corporation can
be obtained from the City’s administration office.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements include the statement of net assets and the statement of activities. Government-
wide statements report information on all of the activities of the City. In the government-wide Statement of Net Assets, the
governmental activities are reflected on a full accrual economic resource basis, which incorporates long-term assets and
receivables as well as long-term debt and obligations. The effect of interfund transfers has been removed from the
government-wide statements but continues o be reflected on the fund statements. Governmental activities are supported
mainly by taxes, charges for services, and intergovernmental revenues.

The government-wide Statement of Activities reflects the degree to which the direct expenses of a given function or segment is
offset by programs revenues. Direct 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
particular function or segment. Taxes and other items not properly included on program revenues are reported as general
revenues,

Separate fund financial statements are provided for the governmental funds. The General Fund, Construction Capital
Project Fund and Debt Service Fund meet criteria as major govermmental funds. The major funds are reported in a scparate
column in the fund financial statements. Non-major funds include Capital Project and Special Revenue funds. The combined
amounts for these funds are reflected in a single column in the fund Balance Sheet and Statement of Revenues, Expenditures,
and Changes in Fund Balances.



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

C. MEASUREMENT FOCUS, BASIC OF ACCOUNTING, AND FINANCIAL STATEMENT PRESENTATION

The government-wide financial statements are rcported using the economic resources measurement focus and the accrual
basis of accounting, This measurement focus is also used for the fund financial statements. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants are recognized as revenue when all applicable cligibility
requirements imposed by the provider are met.

Revenues are classified as program revenues and general revenues. Program revenues include 1) charges to customers or
applicants for goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions. General revenues include all taxes, investment earnings, and other miscellaneous revenues.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available revenues
include revenues expected to be received within 60 days after the fiscal year ends. Receivables which are measurable but not
collectible within 60 days after the end of the fiscal period are reported as deferred revenue.

Property, franchise, sales and hotel occupancy taxes and investment income are all considered to be susceptible to accrual and
so have been recognized to revenues of the current fiscal period. The portion of special assessments receivable due within the
current fiscal period is considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

Expenditures generally are recorded when a fund liability is incurred; however, expenditures related to compensated absences
and claims and judgments, are recorded only when the liability has matured and payment is due,

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. The General Fund is used to  account for all financial
resources except those required to be accounted for in another fund.

The Construction Capital Project Fund was established to account for the proceeds received from the issuance of Tax
Notes and for the expenditure of those proceeds.

The Debt Service Fund is used to account for the resources accumulated and payments made for principal and interest on
long-term tax certificates debt of the government funds.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are followed in
both the sovernment-wide and proprietary fund financial statements to the extent that those standards do not conflict with or
contradict guidance of the GASB. Governments also have the option of following subsequent private-sector guidance for their
business-type activities and enterprise funds, subject to this same limitation. The government has elected not to follow
subsequent private-sector guidance.

Amounts reported as program revenue include 1) charges to customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special assessments.
Internally dedicated resources are reported as general revenues rather than as program revenues. Likewise, general revenues
include all taxes.

D. ASSESTS, LIABILITES, AND NET ASSETS OR EQUITY
1. Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term investments with original
maturities in the next 12 months,
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continuation

D. ASSESTS, LIABILITIES, AND NET ASSESTS OR EQUALITY - Continuation

2,

Receivables and Payables

All trade and property tax receivables are shown net of an allowance for uncollectible. Trade accounts receivable
primarily consist of charges for services provided by the City to customers for water, sewer, and sanitation, The
allowance for uncollectible trade accounts receivable represents approximately 20% of the balance. The property tax
receivable allowance is equal to 50% of the delinquent taxes receivable at September 30, 2006.

The City's property taxes are levied cach October | on the assessed value listed as of the prior January | for all real and
business personal property located in the City. Property taxes attach as an enforceable lien on property as of January 1.
Taxes are due by January 31 following the October I levy date and are considered delinquent after January 31 of each
vear and added to the delinquent roll after June 30.

Capital Assets

Capital assets, which include land, buildings, equipment, improvements, and infrastructure assets {c.g., roads, bridges,
sidewalks, and similar items), purchased or acquired, are carried at historical cost or estimated historical cost if historical
cost is not available. Capital assets such as equipment are defined as assets with a cost of $5,000 or more. Donated capital
assets are recorded at estimated fair market value at the date of donation.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Inlerest incurred during
construction is included as part of the capitalized value of the assets constructed. There was no capitalized interest during
the current fiscal year.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend the useful lives
of assets are not capitalized. Capital assts are depreciated using the straight line method over the following estimated
useful lives:

Asset Years
Buildings 50
Improvements 20
Furniture & fixtures 7
General equipment 7
Vehicles 7-15
Computer hardware 5
Infrastructure 75

Compensated Absences
A liability for unused vacation time for all full-time employees is calculated and reported in the government-wide
statements. For financial reporting, the following criteria must be met to be considered as compensated absences:

» leave or compensation is attributable to services already rendered
s leave or compensation is not contingent on specific events (such as illness)

Per GASB Interpretation No. 6, liabilities for compensated absences are recognized in the fund statements o the extent
the liabilities have matured (i.e. are due for payment). Compensated absences are accrued in the government-wide
statements.

The City’s permanent, full-time employees earn vacation leave (up to a maximum of 160 hours per year) based on days
employed. Upon retirement or termination, payment of accumulated vacation may not exceed 120 hours. Unused sick

feave is not payable upon retirement or termination.

Amounts of accrued vacation leave and comp time are accrued in the government-wide financial statements.



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continuation

D.

ASSESTS, LIABILITIES, AND NET ASSESTS OR EQUALITY - Centinuation

4. Estimates

The preparation of financial statements in conformity with accounting principles generalty accepted in the United States
of America requires management to make estimates and assumptions that affect certain reported amounts and disclosures.
Actual results could differ from those estimates.

5. Fund Equity
In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not available

for appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of fund batances
represented lentative management plans that are subject to change.

Designations for special purposes of the speciat revenue fund unreserved fund balance are segregated so as to be utilized
in accordance with state law or other restricted purpose as applied to hotel/motel tax revenue, grants, and contributions
that are designated to finance particular functions or activities of the City. Designations of the capital projects fund
balance are not legally required segregations, but are segregated for construction projects.

BUDGETS AND BUDGETARY ACCOUNTING

The City follows these procedures in establishing the budgetary data reflected in the financial statements:

1. Prior to September of each fiscal year, the City Secretary submits an annual budget to the City Council.

[

The City Council provides for a public hearing on the City budget before the end of August. and prior {o the levy
of taxes by the Council.

()

Prior to October 1, the budget is legally adopted by order of the Council for the General Fund.

4. The budget is prepared by fund and department with the legal level of control at the departmental level.
Administrative control is maintained through the establishment of more detailed account or object class budgets
within the departments. Emergency expenditures to meet unusual and unforeseen conditiens which could not, by
reasonable diligent thought and attention, have been included in the original budget, whereby total expenditures
of a department have been increased must be authorized by the Council as emergency amendments to the
original budget. Management may not amend the budget at any level without approval of the Council. Amountg
shown in the financial statements represent the original adopted budget are in the Final Budget Amounts column
of the Budgetary Comparison Schedule for General Fund.

e

The budget for the General Fund is adopted on a basis consistent with generally accepted accounting principles
{GAAP) on the modified accrual basis of accounting on an annual basis.

6. Formal budgetary integration on an annual basts is employved as a management controt device during the year for
the General Fund,

7. All appropriations lapse at the end of the City’s fiscal year and may be re-budgeted the next year.



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 2 - DEPOSITS AND INVESTMENTS

Following is a reconciliation of the City’s cash and deposit balances as of September 30, 2007:

Cash and deposit balances consist of

Bank deposits $ 237,055
Certificates of deposit 477,551
Total $. 714,606

Cash and investment balances are reported in the basic financial statements as follows:
Government-wide Statement of net assets i 714,606
Component Unit 131.079
Total $ 845,683

As of September 30, 2007, the carrying amount of the City’s bank deposits and certificates of deposit was $714,606 and
the respective bank balances totaled $764.695. Of the total bank balance, $205,000 was covered by federal depository
insurance. The remaining $559,695 was collateralized with securities held by the pledging financial institution’s agent
held in City’s name.

As of September 30, 2007, the carrying amount of the Economic Development Corporation’s bank and certificate of
deposit was $131,079 and the respective bank balances totaled $131.079. Of the total bank balance, $100,000 was
covered by federal depository insurance. The remaining $31,079 was collateralized with sccurities held by the pledging
financial institution’s agent held in City’s name.

The City’s funds are required to be deposited and invested under the terms of a depository contract pursuant to the
Depository Act. The depository bank deposits for safekeeping and trust with the City’s agent bank approved pledged
securities in an amount sufficient to protect City funds on day-to-day basis during the period of the contract. The pledge
of approved securities is waived only to the extent of the depository bank’s dollar amount of Federal Deposit Insurance
Company (FDIC) coverage.

State statutes and City resolutions authorize the City’s investments. The City is authorized to invest in obligations of the
U.S. Treasury. certain U.S. agencies, and the State of Texas: insured or collateralized certificates of deposit; certain
municipal securities; money market savings accounts; fully collateralized repurchase agreements; and government
investment pools.

As of September 30, 2007, the City held investments only in certificates of deposit with a maturity of less than one year
and are included in cash and cash equivalents in the Statement of Net Assets. These were adequately insured and
collateralized as discussed above.

Deposits of the City can be exposed to risk that has the potential to result in josses. The following is an analysis of those
risks:

»  Credit risk is the risk that an issuer or other counterparty to an investment will not fulfili its obligations.

The City will minimize credit risk by limiting investments to certain types of securities, pre-qualifying the financial
institutions, broker/dealers, intermediaries, and advisers with which the City will do business, and diversifying the
investment portfolio so that the impact of potential losses from any one type of security of from any one individual
issuer will be minimized. At year end, the City was not significantly exposed to credit risk.

s Custodial credit risk occurs when deposits are not covered by depository insurance and the deposits are
uncollateralized, collateralized with securities held by the pledging financial institution, or collateralized with
securities held by the pledging of financial institution, or collateralized with securities held by the pledging of
financial institutions trust department or agent but not in the City’s name. At year end, the City was not significantly
exposed to custodial credit risk.



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 2 - DEPOSITS AND INVESTMENTS — Continuation

e (oncentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a single
issuer.

To eliminate risk of loss resulting from over-concentration of assets in a specific maturity, issuer, or class of
securities, all cash and cash equivalent assets in all City funds shall be diversified by maturity, issuer. and class of
security. At year end, the City was not significantly exposed to concentration of credit risk related to deposits and
investments.

. Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.

The City will minimize interest rate risk by structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations, thereby avoiding the need to sell securities on the open market prior to
maturity. The City’s policy is to not directly invest in securities maturity more than six (6) months from date of
purchase. The City will also invest operating funds primarily in shorter-term securities, money market mutual funds,
or similar investment pools and limits the average maturity of the portfolio. At year end, the City was not exposed to
interest rate risk.

As of September 30, 2006, the City held investments only in certificates of deposit with a maturity of less than one year
and are included in cash and cash equivalents in the Statement of Net Assets. These were adequately insured and
collateralized as discussed above.

NOTE 3 - PROPERTY TAXES

The City is authorized by the tax laws of the State of Texas to levy taxes up to $.80 per $100 of assessed valuation, for
general governmental services, and the payment of principal and interest on long-term debt. The tax rates to finance
general governmental services and the payment of principal and interest on long-term debt for the year ended September
30, 2007, were $.2315 and $.2640, respectively, per $100 valuation. The combined tax rate on the 2006 tax rofl was
$.4955 per $100, which means that the City has a tax margin of $.3045 per $100 and could raise up to §164,895
additional taxes from the 2006 assessed valuation.

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered 1o be
available 1o liquidate liabilities of the current period. At the end of the fiscal year, the deferred revenue amount reported
represents amounts unavailable to liquidate the liabilities of the current period.

NOTE 4 - RECEIVABLES

Receivables as of year-end for the City, including the applicable allowance for uncollectible accounts, are as follows:

Governmental  Business-type

Activities Activities Total

Taxes and assessments $ 113,498 5 - S5 113,498
Customer-trade - 67,755 67,755
Accrued interest receivable 332 - 332
Gross receivables 113,830 67,755 181,585
Less: Allowance for

uncollectible accounts 31.272 7.668 38,940
Net total receivables $ 82558 $§ 60,087 § 142,045



CITY OF CLARENDON, TEXAS

NOTES OF BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2007

NOTE 4 - RECEIVABLES — Continuation

Discretely Presented Component Unit

Clarendon Economic Development Corporation receivables at September 30, 2007, consist of the fotlowing:

Taxes and assessments

NOTE 5 - CAPITAL ASSETS

5 13,711

A summary of changes in capital assets for the year ended September 30, 2007, is as follows:

Governmenial activities;
Capital assets, not being
depreciated:

Land

Total capital assets, not being

depreciated:

Capital assets, being
depreciated:
Infrastructure

Buildings and improvements

Equipment
Total capital assets, being
depreciated:

Less accumulated depreciation

for:
Infrastructure

Buildings and improvements

Lquipment
Total accumulated
depreciation

Total capital assets, being
depreciated, net

Governmental activities capital

assets, net

Beginning Additions/ Retirements/ Ending
Balance Transfers Transfers Balance
$ 24,503 3 - 3 - 24,503
24,503 - - 24,503
7,703,805 36,186 - 7,739,991
435,404 - - 435,404
867.646 7.000 - 874.646
9.006.855 43.186 - 0.050.041
(1,967,306) (97,236) - (2,064,542)
(305,769) (7.340) - (313,109
(773.81%) (15.914) - (789.732)
(3,046.893) (120.490) - (3.167.383)
5.959.962 (77.304) - 5.882.658

$ . 5.984,465 $  (77.304) 5. . 3,907,161

2
2




CITY OF CLARENDON, TEXAS

NOTES OF BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2007

NOTE 5 - CAPITAL ASSETS — Continuation

Beginning Additions/ Retirements/ Ending
Ralance Transfers Transfers Balance
Business-type activities:
Capitat assets, not being
depreciated:
Construction in progress 3 6,688 b 153,024 N - § 159713
Total capital assets not being
depreciated:
Infrastructure 1,218,008 - - 1,218,008
Buildings 46,797 - - 46,797
Equipment 387.433 - - 387.433
Total capital assets, being
depreciated: 1.632.238 - - 1,652,238
Less accumulated depreciation for:
Infrastructure (483.848) {20,843) - (504,693)
Buildings (29,480) (699) - (30,179)
Equipment {261,030 (23,271 - (284.301)
Total accumulated
depreciation {(774,338) {44.815) - {819,173)
Total capital assets, being
depreciated. net 877.880 (44.815) - 833.065
Business-lype activities capital
assets, nel $ 884,568 $ (44.815) S " $ 992778
Depreciation expense was charged to functions/programs of the primary government as follows:
Governmental activities:
General government $ 15,(88
Street 85,722
Fire 1,775
Park 4.359
Airport 13.446
Total depreciation expense — governmental activities: £ 120,490
Business-type activities:
Water and Sewer A 39,074

Sanitation
Total depreciation expense — business-lype activities:

I~
()

5,741

44,815



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 6 - INTERFUND TRANSFERS

Government interfund transfers during the year ended September 30, 2007 were as follows:

Transfers Transfers
Qut In
Governmental activities;
Major funds:
General Fund $ 50,307 $ 111,236
Debt Service - 8,635
Construction Capital Project Fund 119.871 -
Total government funds 170.178 119,871
Business-type activities:
Water and Sewer 14,448 1,502
Sanitation - 63,253
Total business-type activities 14,448 64,755
Total primary government $. .. 184,626 § _ 184.626

Eliminations

Interfund transfers are reported in the governmental activities fund financial statements. In the entity-wide statements,
interfund transfers are eliminated within the governmental activities column.

Purpose of Transfers

Primarily, transfers are used to 1} move amounts collected in the general fund representing the approval increase in
charges for services designated by Council for use in improving the City’s strects, 2) move unrestricted revenues
accumulated in the general fund to finance the City’s part of a community development project, 3) move any amount
recorded in an inappropriate fund to the correct find in which the amount should be accounted for.

NOTE 7 - LEASES

Operating Lease
The City was not obligated on any significant operating leases as of September 30, 2007

Capital Leases
The Cily acquired a Freightliner trash truck by a capitalized lease with Daimler-Chrysler Services of North America in

December 2002 for a contract purchase price of $92,590. The term of the contract is for 60 monthly installment pavments
of $1,714 each, including both principal interest, with the first installment beginning December 2002 and the final
installment due November 2008. The lease contract carries an annual interest rate of 4.36% per annum. The balance at
vear end was $3,409. Total interest expense incurred and paid was $622 for the year ended September 30, 2007. The
accumulated amortization of the leases equipment was $55,940 as of September 30, 2007.

The City acquired a John Deere loader-backhoe by a capitalized lease with Deere Credit, Inc. in October 2002 for a
contract purchase price of $44,463. The term of the contract is for 60 monthly installments payments of $829 each,
including both principal and interest, with the first installment beginning November 2002 and the final installment due
October 2007. The lease contract carries an annual interest rate of 4.5% per annum. The balance due at year end was
$826. Total interest expense incurred and paid was $275 for the year ended September 30, 2007. The accumulated
amortization of the feases equipment was $22,232 as of September 30, 2007.



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMRBER 30, 2007

NOTE 7 — LEASES - Continuation

The future minimum lease obligations as of September 30, 2007, are as follows:

2008 h 4,257
Net minimum lease payments 4,257
Less amount representing interest 22
Present vatue of net minimum lease payments i 4,235

NOTE 8 —~ LONG-TERM DEBT AND OBLIGATIONS

On February 22, 2005, the City authorized the issuance of $800,000 City of Clarendon, Texas Tax Notes, Series 2005, for
the purpose of paying contractual obligations incurred for the construction of any public work. for the purchase of
materials, supplies, equipment, machinery. buildings, fands and rights-of-way for the City’s needs and purposes and for
professional services, including services provided by tax on all taxable property within the City to pay the principal and
interest on the Tax Notes and will create a sinking fund for the assessment and collection of taxes and the redemption of
the Tax Nates. Principal payments on the Tax Notes are to be made annually, beginning February 135, 2006. Interest
payments are to be made semi-annually on February 15 and August 15. The interest rate on the Series 20035 Tax Notes is

4.15%.

On November 8, 2004, the city financed the purchase of three pickups with a bank note payable. The note is due on
demand, but if no demand is made then monthly payments of $783, with the last payment due on November 8§, 2009. The
nate bears interest at 4.83% annually and is collateralized by the three pickups.

The following is a summary of long-term debt activity of the City of Clarcndon for the year ended September 30, 2007

Beginning Eading Amount Due
Balance Additions Retirements Balance in One Year
Governmental Activities
Tax Notes, Series 2005 $ 710,000 % - $ 110,000 $ 600,000 $ 110,000
Bank note payable 9,182 - 2,801 6.380 2.855
Compensated absences 1.937 485 - 2,422 -
Total Governmental activities $§ 721,119 5 485 5 112,801 $ 608,802 $_ 112,855
Business-type activities
Bank note payable 18,364 - 5,438 12,926 5,784
Obligations under capital
leases 33,851 - 29,616 4,235 4235
Compensated absences 12,428 - 3,958 8.470 -
Total Business-type activities $ 64,643 $ - $ 39012 $ 25,631 S 10,019

Maturitics debt, tax notes and bank note, are as follows:

Due During

Fiscal Year

Ending Principal Interest Total
Governmental activities

2008 $ 112,855 $ 22,867 $ 135722
2009 117,998 18,035 136,053
2010 120,527 13,076 133,603
2011 125,000 7,989 132,989
2012 130.000 2.096 132,696
Total governmental activities £ 006,380 $ 64,683 5 671,003
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 8§ — LONG-TERM DEBT AND OBLIGATIONS — Continuation

Due During
Fiscal Year

Ending Principal Interest Total

Business-type activities

2007 S 5,516 $ 769 § 6.285
2008 5,734 497 6.231
2009 6,054 211 6265
2010 1.060 o 6 1.066
Total business-type activities § 18,3064 § 1483 § __ 19,847

NOTE ¢—EMPLOYEE RETIREMENT SYSTEM

Plan Description — The City provides pension benefits for all of its full-time employees through a nontraditional, joint
contributory, hybrid defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS}, one of 82]
administered by TMRS, an agent multiple-employee retirement system.

Benefits depend upon the sum of the employee’s contribution to the plan, with interest, and the City-financed monetary
credit, with interest. At the date the plan began, the City granted monetary credits for services 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 credit referred to as an updated service credit, which is a theoretical amount that
when added to the employee’s accumulated contribution rate and City matching percent had always been in existence and
if the employee’s salary had always been the average of his/her salary in the last three years that are one year that 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.

Members can retire at age 60 and above with five or more years of service or at an age with 20 or more year of service,

The plan provisions are adopted by the governing body of the City, within the options available in the state statutes
governing TMRS and within the actuarial constraints also in the statutes.

Contributions — The contribution rate for the employees is 5% and the City matching ration is currently I to I, both as
adopted by the governing body of the City. Under the state law governing TMRS, the actuary annually determines the
City contribution rate. The rate consists of the normal cost contributions rate and prior service contribution rate, both of
which are calculated to be level percent of payroll from year to year. The normal cost contribution rate finances the
currently accruing monetary credits due to the City matching percent, which are the obligation of the City a of an
employee’s retirement date, not at the time the employee’ contributions are made. The normal cost contribution rate is the
actuarially determined percent of payroll necessary to satisfy the obligation of the City to each employee at the time
his/her retirement becomes effective. The prior service cost contribution rate amortizes the unfunded (over-funded)
actuarial liability (asset) over the remainder of the plan’s 25-year amortization period. The unit credit actuarial cost
methed issued for determining the City contribution rate. Both the employees and the City make contributions monthly.
Since the City needs to know its contribution rate in advance for budgetary purposes, there is a one-year delay between
the actuarial valuation that serves as the basis for the rate and the calendar year when the rate goes inte effect. (i.e.
December 31, 2006, valuation is effective for rates beginning January 2008.)



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM — Continuation

ACTUARIAL YALUATION INFORMATION

Actuarial valuation date 12/31/06 12/31/05 12/31/04
Actuarial cost method Unit credit Unit credit Unit credit
Amortization method Level percentage Level percentage Level percentage
of payroll of payroll of payroil
Remaining amortization period 25 years 25 years 25years
Asset valuation method Amortized cost (to Amortized cost (to Amortized cost (to
accurately reflect accurately reflect accurately reflect
the requirements of the requirements of the requirements of
GASB stmt, No. 25, GASB stmt, No, 25, GASB stmt, No. 25,
paragraphs 36e, 138) paragraphs 36e, 138) paragraphs 36e, 138)
Actuarial Assumptions:
Investment return 7.00% 8.00% 8.00%
Projected salary increases None None None
Inflation None None None
Cost-of-living adjustment None None None

The City of Clarendon is one of 821 municipalities having the benefit plan administered by TMRS. Each of these
municipalities has an annual, individual actuarial valuation performed. All assumptions for the December 31, 2006,
valuation are contained in the 2006 TMRS Comprehensive Annual Financial Report, a copy of which may be obtained by
writing P.O. Box 149133, Austin, Texas 78714-2153,

Trend Information — Trend information gives an indication of the progress made in the accumulation of sufficient assets
to pay benefits when due. Trend information, for which three years is required, is presented as follows:

TREND INFORMATION FOR THE RETIREMENT PLAN FOR THE EMPLOYEES OF
CITY OF CLARENDON, TEXAS

Accounting Annual Pension Percentage of Net Pension
Year Ending Cost (APC) APC Contributed Obligation
September 30, 2005 $ 13,982 100% $ -
September 30, 2006 13,692 100 -
September 30, 2007 12,865 100 -



CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2007

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM (continued)

SCHEDULE OF FUNDING PROGRESS FOR THE RETIREMENT PLAN
FOR THE EMPLOYEES OF CITY OF CLARENDON, TEXAS

Actuarial Actuarial Actuarial Unfunded Funded Annual UAAL as a
Valuation Value of Accrued AAL Ration Covered Percentage of
Date Assets Liability {(UAAL) (a/b) Payroll Covered
{a) (AAL) (b-a) {c} Payroll
(b} ((b-a)c)
12/31/04 $ 274395 $ 322997 $ 48,602 85.00% $ 294734 16.5%
12/31/06 281,503 327,349 45,846 86.00 292,527 15.7
12/31/07 322,803 369,656 46,853 87.33 304,867 15.37

NOTE 10 - RISK MANAGEMENT

The city’s major areas of risk management are: public officials’ liability, automobile liability, airport liability, general
comprehension liability, property damage, workers’ compensation, and employee health insurance. The City has obtained
insurance with an insurance company and a public entity risk pool in which all risk is transferred to those entities for all the
above areas. The City pays a deductible per incident except on the employee health insurance in which the deductible is the
responsibility of the employee. There have been no significant reductions in health insurance coverage from the priar year.

NOTE 11 - COMMITMENTS

On July 10, 1985, the City, along with other cities, entered into a contract with Greenbelt Municipal and Industrial Water
Authority (the “Authority™), whereby the Authority will sell o the cities water produced by the facilities of the Authority. In
return, the cities agree to pay for such water based on a usage formula that will provide reimbursements for operations.
maintenance and debt service payments to the Authority. The participating cities arc jointly and severally responsible for the
above payments. Each city’s proportionate share is determined annually according to its demand usage from the system. The
City paid $1356.298 to the Authority for the fiscal year ended September 30, 2007.

NOTE 12 - LITIGATION

The City is a defendant from time to time in various lawsuits. In the opinion of the City's management, any liabilities
resulting from such lawsuits will not have a material effect on the financial position of the City.

NOTE 13— EXPENDITURES IN EXCESS OF BUDGETED AMOUNTS

During the year ended September 30, 2007, the City had expenditures in excess of the budgeted account in the General Fund
in the foljowing areas and amounts:

Library Saving $ 1,220

k]



CITY OF CLARENDON, TEXAS
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30, 2007
WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2006

2007 2006
Budgeted Amounts Variance with
Final Budget-
Actual Positive Actual
Qriginal Final Amounts (Negative) Amounts
Revenues
Taxes:
Property taxes $ 277,000 $ 277,600 $ 134,147 $  {142,853) $ 246,070
General sales and use taxes 205,000 205,000 222,594 17,594 222,313
Franchise tax 87,817 87,817 79,8930 {7,887) 79,680
Intergovernmental revenue and granis 33,000 33.000 33,000 - 12,024
Fines and fees 72,064 72,064 47,391 (24 673) 47 186
Investment earnings 25,384 25,384 26,252 868 27,049
Other revenue 15,031 15,031 15,457 426 16,632
Total revenues 715,296 715,296 558,771 (156,525) 650 954
Expenditures
Current:
General government:
Administration 228,808 228,808 208,113 20,695 124,738
Municipal court 36,153 36,153 27,882 8,271 6,366
Animal confrol 4,000 4,600 2,273 1,727 5,106
Public safety:
Police 131,500 131,500 131,399 101 131,586
Fire protection 16,015 19,015 18,944 71 21,511
Public warks:
Highways and streets 170,746 170,746 147,041 23,705 © 150,655
Culture and recreation:
Parks 700 700 395 305 6588
Libraries 73,443 75,193 73,949 1,244 73,011
Airport 1,800 1,800 3,954 (2,154) 1,918
Debt service:
Bond principal 2.801 2,801 2,801 - 2,395
Bond interest 330 330 330 - 738
Capital outiay:
Capital outlay 46,000 46,000 43,186 2,814 -
Total expenditures 715,286 717,046 660,267 56,779 518,710
Excess (deficiency) of revenues over
{under) expenditures - {1,750} (101,496) {99,746} 132,244
Other financing sources {uses)
Transfers In - 1,750 111,236 109,486 15639
Transfers Out (use) - - (50,307) (5C,307) {25,165}
Total cther financing
sources (uses) - 1,750 60,929 55,179 {9,526}
Net change - - {40,587) (40,567) 122,718
Fund balance - October 1 (Beginning 491,600 491,600 491,600 - 386,525
Prior period adjustment {17,643}
Fund balance - September 30 (Ending) $ 491,600 $ 491,600 $ 451,033 $ (40,567) $ 491,600

FThe accompanying notes are an integral part of this statement.
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Revenues
Taxes:
Other taxes
Investment earnings
Total revenues

Expenditures
Current:
General government:
Total expenditures

Excess (deficiency) of revenues over
{under) expenditures
Fund balance - Qctober 1 (Beginning

Priar pericd adiustment

Fund balance - September 30 {(Ending)

The accompanying notes are an integral part of this statement.

CITY OF CLARENDON, TEXAS
HOTEL/MOTEL BED TAX FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30, 2007
WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2006

2007 2008
Budgeted Amounts Variance with
Final Budget-
Actual Positive Aciual
Original Final Amounts {Negative) Amounts
5 64,090 $ 64,090 5 66,365 3 2,275 3 68,281
098 948 8,435 7,437 1,049
65,088 65,088 74,800 9,712 69 340
26,052 26,052 43,178 17,126 28,381
26,052 26,0582 43,178 17 128 28,381
39,035 39,036 31,622 {7.414) 40,958
72,098 72,098 78,098 - 31,138
$ 111,134 § 111,134 $ 109,720 3 (7.414) 5 72,007
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CITY OF CLARENDON, TEXAS
LIBRARY SAVINGS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30, 2007
WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2006

2006
Budgeted Amounts Variance with
Final Budget-
Actual Positive Actual
Original Final Amounts (Negative} Amounts
Revenues
Fines and fees 8 4,667 4 667 3 7,762 8 3,095 3 4,447
Investment earnings 3,400 3,400 3,161 (239) 3,300
Other revenue - - - - 458
Total revenues 8,067 8,067 10,923 2,856 8,205
Expenditures
Current:
Cuiture and recreation:
Libraries - 1,220 {1.220) -
Total expenditures - - 1,220 (1.220) -
Excess (deficiency) of revenues over
{under) expenditures 8,067 8,067 9,703 1,636 8,205
Other financing sources (uses)
Transfers In - - - - -
Transfers Out (use) (6,500) (8,250) - (8,250) {15,639)
Total other financing
sources (Uses) {6,500) (8,250) - {8,250) (15,639}
Net change 1,967 (183) 9,703 (6,614) (7,434}
Fund balance - October 1 (Beginning 88,130 88,130 88,130 - 95,564
Prior period adjustment -
Fund balance - September 3¢ (Ending) % 89,697 87,947 $ 97,833 3 (5,614} 3 88,130

The accompanying notes are an integral part of this statement.
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ASSETS
Cash and cash equivalents

Tota! assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable

Total fiabilities

Fund balances:
Unreserved and Undesignated:
Reparted in the
Capital improvement Fund
Total fund baiances

Total liabilities and fund baiances

CITY OF CLARENDON, TEXAS
COMBINING BALANGE SHEET
MAJOR CAPITAL PROJECTS FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

2007
Community Total

Development Improvement Capital
Fund Fund Projects Fund
$ - % 70,041 $ 70,041
- 70,041 70,041
- 70,041 70,041
- 70,041 70,041
3 - $ 70,041 3 70,041

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
COMBINING BALANCE SHEET
MAJOR SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

2007
Hotel/Motel Library Total
Bed Tax Savings Special
Fund Fund Revenue Fund
ASSETS
Cash and cash equivalents $ 108,640 $ 92,833 $ 202,473
Restricted assets:
Investments 5,000 5,000
Total assels 108,640 97,833 207,473
LIABILITIES AND FUND BALANCES
iiabilities:
Accounts payable 5,920 - 5920
Total liabilities 5,820 - 5,920

Fund balances:
Restricted for:

Liabrary - 5,000 5,000
Unreserved and Undesignated:

Reported in the

Special Revenue Fund 103,720 92,833 196,553
Total fund balances 103,720 97,833 201,553
Total liabilities and fund balances 3 109,640 % 97,833 $ 207,473

The accompanying notes are an integral part of this statement.
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ASSETS

Cash and cash equivalents

Total assels

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable

Total liabilities

Fund balances:

Unreserved and Undesignated:

Reported in the

Special Revenue Fund
Total fund balances

Total liabilities and fund balances

CITY OF CLARENDON, TEXAS

COMBINING BALANCE SHEET

NON-MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

2007
Total
Court Library Nonmajor
Tech Tooker Special
Fund Fund Revenue Funds
g 1,807 $ 7,810 3 9,617
1,807 7,810 9,617
1,807 7.810 9,617
1,807 7.810 9,617
$ 1,807 5 7.810 3 8617

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
COMBININB STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE - MAJOR CAPITAL PROJECTS FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2007

2007
Community Total
Development Improvement Capital
Fund Fund Projects Fund
Revenues
intergovernmenta! revenue and grants $ - 5 30,000 5 30,000
Federal government grants 153,024 - 163,024
Fines and fees - 95,159 95,159
Other revenue - 2,000 2,000
Total revenues 153,024 127,159 280,183
Expenditures
Capital outlay:
Capital outlay 153,024 - 153,024
Total expenditures 153,024 - 163,024
Excess (deficiency) of revenues over
(under) expenditures - 127,159 127,159
Other financing sources (uses}
Transfers Out (use) - (119,871) (119,871)
Total other financing
sources (Uses) - (119,871} (119,871)
Net change - 7,288 7,288
Fund balance - October 1 {Beginning - 62,753 62,753
Fund balance - September 30 (Ending) 5 - $ 70,041 5 70,041

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
FUND BALANCE MAJOR SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2007

2007
Hotel/Motel Library Totat
Bed Tax Savings Special
Fund Fund Revenue Fund
Revenues
Taxes:

Other taxes 3 66,365 5 - 3 66,365
Fines and fees - 7.762 7,762
Investment earnings 8,435 3,161 11,596

Total revenues 74,800 10,923 85,723
Expenditures
Current:

General government:
Administration 43,178 - 43,178
Culture and recreation:
Libraries - 1,220 1,220
Total expenditures 43,178 1,220 44,398
Excess (deficiency) of revenues over

(under) expenditures 31,622 9,703 41,325
Fund balance - October 1 (Beginning) 72,098 88,130 160,228
Fund balance - September 30 {Ending) ] 103,720 $ 97,833 3 201,553

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2007

2007
Total
Court Library Nonmajor
Tech Tooker Special
Fund Fund Revenue Funds
Revenues
intergovernmentai revenue and grants 13,058 13,058
Fines and fees 1,243 - 1,243
Total revenues 1,243 13,058 14,301
Expenditures
Cuiture and recreation:
Libraries - 5,248 5,248
Total expenditures - 5,248 5,248
Excess (deficiency) of revenues over
{under} expenditures 1,243 7.810 9,053
Fund balance - Octeber 1 {Beginning 564 - 564
Fund balance - September 30 (Ending) 3 1,807 3 7,810 $ 9,617

The accompanying notes are an integral part of this statement.
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‘I'racy Lambert C.P.A. Childress, Texas 79201 940-937-8681

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

Mayor and City Council
City of Clarendon, Texas

Members of the City Council:

We have audited the financial statements of the govermmental activities, the business-type activities, each major
fund, the discretely presented component unit, each major fund, and the aggregate remaining fund information of
City of Clarendon, Texas, as of and for the year ended September 30, 20067, which collectively comprise the City of
Clarendon, Texas’, basic financial statements and have issued our report thereon dated December 11, 2007, We
conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

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

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the City
of Clarendon, Texas’, ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of
the City of Clarendon, Texas’, financial statements that is more than inconsequential will not be prevented or
detected by the City of Clarendon, Texas’, internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies. that results in more than
a remote likelthood that a material misstatement of the financial statements will not be prevented or detected by the
City of Clarendon, Texas’, internal control.

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

As part of obtaining reasonable assurance about whether City of Clarendon, Texas’, financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws. regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

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

*

¢ - LLC

Foster & Lambert
February 12, 2008
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CITY OF CLARENDON, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Summary of Auditor’s Results

1. Financial Statements
Type of auditor's report issued: Unqualified
Internal Control over financial reporting:

Material weakness(es) identified? Yes X No

Reportable condition(s) identified that are
not considered to be material weaknesses? Yes x No

Non compliance material to financial
statements noted? Yes x No

I3

Federal Awards

Under the guidelines of OMB Circular A-133, a Single Audit was not required for the
year ended September 30, 2007.

Financial Statement Findings

At September 30, 2007 there were unsecured cash balances.

Federal Award Findines and Questioned Costs

Under the guidelines of OMB Circular A-133, a Single Audit was not required for the year ended
September 30, 2007,
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CITY OF CLARENDON, TEXAS
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2007

None
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