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INDEPENDENT AUDITORS' REPORT

Honorable O.C. "Hoppy” Toler, Mayor
and Members of the City Council
City of Abernathy, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Abernathy, Texas,
as of and for the year ended September 30, 2006, which coilectively comprise the City’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the City of
Abernathy, Texas' management. Our responsibility is to express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, and the standards applicable fo financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United Sfates. 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 10 above present fairly, in all maierial respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Abernathy, Texas, as of September 30, 2006,
and the respective changes in financial position and cash flows where applicable, thereof for the year then
ended in conformity with accounting principles generally accepied in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 16,
2006, on our consideration of the City's internal control over financial reporting and on our tests of its
compliance with cerfain 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 resulis 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 on pages 3-8 and 25,
respectively, 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 infermation and express no opinicn on it
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Abernathy, Texas’ basic financial statements. The additional schedules as listed in
the table of contents are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The additional schedules as listed in the table of contents have been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

/33_6;‘,7_‘,,/ /£7w/ W?’Mm AL P

Certified Public Accountants

November 16, 2006



CITY OF ABERNATHY
MANAGEMENT'S DISCUSSION AND ANALYSIS

November 16, 2008

Honorable Mayor, City Council Members and Citizens of the City of Abernathy, Texas,

This section of Abernathy’s annual financial report presents our discussion and analysis of the City of
Abernathy's financial performance during the fiscal year that ended on September 30, 2008. Please
read it in conjunction with the City's financial statements and independent auditors’ report.

FINANCIAL HIGHLIGHTS

The assets of the City exceeded its liabilities at the close of the most recent fiscal vear by $5,064,696 (net
assets) as compared to $4,887,151 for the previous fiscal year. Of this amount, $1,008,302 (unrestricted
net assets) may be used to meet the City’s ongoing obligations to citizens and creditors.

The City's total net assets increased by $177,545 as a result of this year's operations as compared to an
increase of $391,325 in the previous year.

During the year ended September 30, 2006 and 2005, the City's expenses were $1,960,258 and
$1,513,672, respectively, compared to $2,137,803 and $1,904,997 generated in taxes and other
revenues.

The balance of cash and investments at September 30, 2006 and 2005, were $953,968 and $985,500,
respectively.

Expenditures

Total fund expenditures for the year ending September 30, 2006, compared with the year ending
September 30, 2005, are as follows:

Expenditures

Fund 2005-2006 2004-2005 Change
General Fund $ 1,527,559 $ 1,289,483 $ 238076
Water/Sewer Fund 582,156 583,258 18,898
Airport Fund 18,854 49,780 {30,926)
Total $ 2128569 $ 1,902,521 $ 226,048

The increase in General Fund expenditures is largely attributable to the Home grant expenditures.



Revenues

The City's revenues for were up for the year ending September 30, 2006, when compared with the year
ending September 30, 2005. Year-end revenue totals are as follows:

Revenues
Fund 2005-2006 2004-2005 Change
General Fund $ 1,518,388 $ 1,117,267 3 401,121
Water/Sewer Fund 620,803 757,831 (137.028)
Airport Fund 4,426 31,912 (27,486)
Total $ 2,143,617 $ 1,907,010 3 236,607

The increase in Fund revenues is largely attributable to grant revenues received for Home grant
expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements and notes o those statements. The
statements are organized so the reader can understand the City as a whole and then proceed to provide
an increasingly detailed look at specific financial acfivities.

The government-wide financial statements include the Statement of Net Assets and the Statement of
Activities. These provide information about the activities of the City as a whole and present a longer-
term view of the City's property and debt obligations and other financial matters. They reflect the flow of
total economic resources in a manner similar to the financial reports of a business enterprise.

Fund financial statements report the City's operations in more detail than the government-wide
statements by providing information about the City's most significant funds. For governmental activities,
these statements tell how services were financed in the short-term, as well as what resources remain for
future spending. They reflect the flow of current financial resources and supply the basis for tax levies
and the appropriations budget.

The notes to the financial statements provide narrative explanations and additional data needed for full
disclosure in the government-wide statements and the fund financial statements.

Reporting the City as a Whole

Government-Wide Financial Statements

The analysis of the City's overall financial condition and operations is presented in the Statement of Net
Assets and the Statement of Activities. Its primary purpose is to show whether the City is better off or
worse off as a result of the year's activities. The Statement of Net Assets includes all the City's assets
and liabilities at the end of the year while the Statement of Activities includes all the revenues and
expenses generated by the City's operations during the year. These statements apply the accrual basis
of accounting which is the basis used by private sector companies.



All of the current year's revenues and expenses are taken into account regardiess of when cash is
received or paid. All the City's assets are reported whether they serve the current year or future years.
Liabilities are considered regardless of whether they must be paid in the current or future years.

These two statements report the City's net assets and changes in them. The City's net assets (the
difference between assets and liabilities) provide one measure of the City's financial health, or financial
position. Over time, increases or decreases in the City's net assets are one indicator of whether its
financial health is improving or deteriorating. To fully assess the overall health of the City, however, you
should consider non-financial factors as well, such as changes in the City's infrastructure, its property tax
base and the condition of the City's facilities.

In the Statement of Net Assets and the Statement of Activities, the City is reporting its governmental
activities which include water, sewer, vector control (mosquito spraying) and garbage collection.

Reporting the City's Funds

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds — not the City
as a whole. Laws and contracts require the City to establish some funds. The City's administration
establishes many other funds to help it control and manage money for particular purposes. The City's
two fund types — governmental and proprietary — use different accounting approaches.

+ Governmental funds — Most of the City's basic services are included 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 the fund financial statements.

e Proprietary funds — The City’s business activities such as water sales, sewer services, and airport
operations are included in proprietary funds. These also use modified accrual accounting in
reconciliation schedules following the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis focuses on the net assets (Table 1) and changes in net assets (Table 2) of the City's
governmental and business-type aclivities.

Changes in Net Assets

Net assets of the City's governmental and business-type activities increased from $4,887,151 in 2005 to
$5,064,696 in 2006. Unrestricted net assets — the part of net assets that can be used to finance day-to-
day operations without constraints established by debt covenants, enabling legislation, or other legal
requirements — increased from $843,623 to $1,006,302.



Table |
City of Abernathy, Texas

NET ASSETS
September 30,
2006 2005
Current and Other Assets 3 1,265,845 3 1,308,793
Capital Assets 4,317,082 4,231,937
Total Assets % 5582927 &% 5,540,730
Current Liabilities $ 306,671 % 326,637
Long-Term Liabilities 211,560 326,942
Total Liabilities $ 518,231 $ 653,579
Net Assets:
Invested in Capital Assels
Net of Related Debt $ 3,990,140 & 3,781,754
Restricted 68,254 261,774
Unrestricted 1,006,302 843,823
Total Net Assets 3 5064696 $ 4,887,151
Table Ii
City of Abernathy, Texas
CHANGES IN NET ASSETS
September 30,
2006 2005
Revenues:
Program Revenues;
Charges for Services $ 966,500 % 866,324
Operating Grants and Contributions 356,126 43
Capital Grants and Contributions 179,425 485,830
General Revenues:
Property Taxes 314,806 301,286
Franchise Taxes 110,328 77,228
Sales Taxes 136,816 117,081
Licenses and Permils 4,098 7,350
investment Earnings 29,927 20,222
Miscellaneous 39,687 29,632
Total Revenue $ 2,137 803 3 1,804,997
Expenses.
Primary Government:
General Government $ 620,106 3 235 842
Public Safety 252,420 251,285
Public Works 319,777 276,148
Health and Welfare 92,880 70,064
Cuitural and Recreation 7,445 7.713
Depreciation 66,620 59,581
Business-type activities:
Non-Departmental 120,097 106,696
Utility Accounting and Billing 108,395 113,759
Maintenance 353,011 367,488
Interest on Debt 18,6807 25,085
Total Expenses 3 1,860,258 3 1.513,672
Increase in Net Assets 3 177,545 $ 391,325
Net Assets at October 1, 2005 4 887 151 4,495 826
Net Assets at September 30, 2008 $ 5,064,696 $ 4 887 151




The City's total revenues increased from to $1,804,997 in 2005 o $2,137,803 in 20086, an increase of
$232,806. This increase was atiributable to an increase in tax revenues and Home grant revenue. The
total expenditures of the Cily increased by $446,586 from $1,513,672 to $1,960,258, a result of Home
grant expenditures and increase in salaries.

Other factors impacting the City's financial position include the following:

The purchase of vehicles in the Police, EMS, and Water Departments.
The ongoing work on the Community Park.

Capital Improvements at the Landfill

The accelerated rate of demolition of sub-standard structures

. " o »

Fund Balances

The City's total Governmental Funds fund balance at September 30, 2006 and 2005, was $236,838 and
$245,837, respectively. This fund balance is reported in the General Fund. The General Fund balance
of $215,258 is available for current spending; however, it has been the practice of the City to try and
maintain a fund balance that is at least several months operating expenses. Additionally, the City has
designated $21,580 of this fund balance for future construction of the Community Park.

Budgetary Highlights

Over the course of the year, the City Council revised the City's budget. These budget amendments were
necessary to reflect the revised estimates of revenues and expenses. The principal amendment was
construction expenditures allowing for various grants the City received during the year.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of 20086, the City had $4,317,082 of capital assets, net of accumulated depreciation. Financial
statement footnote 2 discloses the capital asset activity of the City for the fiscal year ending September
30, 2006.

Debt

At the end of 2006, the City had $326,942 of total debt outstanding. $115,382 of this is due within one
year. The funding for the payment of the capital leases comes from general revenues and funding for
the payments on the bonds come from water utilities collected for debt repayment. Financial statement
footnote 3 discloses the debt activity of the City for the fiscal year ending September 30, 20086.
FACTORS BEARING ON THE CITY'S FUTURE

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City operates.

Local economy. The City of Abernathy is a largely residential city that has a commercial section along
Interstate 27. Both the City's General and Water/Sewer Funds rely heavily on revenues received from all
sectors of the community. Global Pumps and two dairies relocating to the community, will bring a sizable

-7-



increase of jobs in our area. This can only strengthen our security that revenues should remain stable in
the future.

The General Fund's three largest revenue sources, which are sales tax, property tax and franchise fees,
make up 37% of the revenues, and all three have performed well over the last several years. For fiscal
year 2006-07, sales tax, property tax, and franchise fees are projected to be $507,133.

The Water/Sewer Fund’s two largest revenue sources, water sales and sewer services, make up 87% of
the revenues. For fiscal year 2006-07, water sales and sewer services are projected to be $542,000.

Property taxes for the City (21% of General Fund revenues) have shown growth in recent years, and this
trend is expected to continue in the near future due to a strong residential real estate market. Residential
construction continues to increase with single home family dwellings expecting to continue to increase.
This will serve a vital role of stimulating local businesses and enhancing the City's economic stability.

Long-term financial planning. While the City's largest revenue sources have shown positive trends
over the last several years, total revenues have not increased at the same level as increases in the cost
of providing services. This gap between revenues and expenditures is expected to widen in the
upcoming years due to increased costs for health insurance premiums, workers compensation, and
general liability costs. The City is actively pursuing a number of revenue enhancements to close that gap
in future years.

The City will continue to seek out expansion at the Abernathy Municipal Airport. In the past year, the
City has had two separate parties locating business operations at the airport and recent interest from
another. Any piace the City can recapture a portion of the O&M expenses should be given a high

priority.

While most of the City's revenue sources have shown positive trends in recent years, the health of the
City's budget, like many cities throughout the state, hinges in large part on action at the state level,

Cash management policies and practices. With the change in banking facilities to Security Bank in
late 2003, the City has been able to maintain interest bearing checking accounts. This wasn't the case in
previous years. The City should continue to explore and take advantage every avenue of maximizing
earning capacities of operating capital in a healthy environment.

The City holds a large portion of its portfolio in Certificates of Deposits. Recent economic conditions
appear promising. Interest rates have continued fo move upwards over the last year. Whether or not the
rates will continue to rise remains {o be seen.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the City's finances and to demonstrate the City's accountability for
the money it receives. If you have questions about this report or need additional financial information,
contact the Abernathy City Manager, 811 Avenue D, Abernathy, Texas 79311.



-9-
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Exhibit 1
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2006
Primary Government
Governmental Business-Type
Activities Activities Total

ASSETS

Current Assets:

Cash and Cash Equivalents % 18,552 5 48 869 $ 65 421

Investments 387,370 454 503 841,873

Receivables (Net) 204,958 96,140 301,098

internal Balances 232,345

Taotal Current Assets % 608,880 3 331,857 5 1,208,382
Noncurrent Assets:

Restricted Cash $ $ A5 674 % 46 674

Capital Credits 10,779 10,77¢

Capital Assets:

Bufldings and Equipment, Net of Depreciation 1,235,492 3,081,500 4 317,082
Total Noncurrent Assets % 1,235 482 $ 3,139,043 $ 4374 535
Total Assets $ 1,844372  § 3970900 § 5,582,927
LIABILITIES
Current Liabilities:

Accounts Payable and Accrued Expenses $ 139,836 § 69594 § 148,830

Internal Balances 225,745 6,600

Meter and Other Deposits 44 459 44 459

Current Portion of Long-Term Obligations 5382 110,000 115,382

Total Current Liabilities $ 370963 % 168,053 $ 306671
Noncurrent Liabilities:

Nencurrent Portion of Long-Term Obiligations 11,560 200,000 211,560
Total Liabilities $ 382,523 § 368053 % 518,231
NET ASSETS
Invested in Capital Assets, Net of Related Debt % 1,218,550 $ 2,771,580 3 3,980,140
Restricted for:

Debt Service 46,674 46 674

City Park 21,580 21,580
Unrestricted {Deficit) 221719 784 583 1,006,302

Total Net Assets $ 1,461,849 g 3,602,847 3 5,064,696

See accompanying notes to financial statements.
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CITY OF ABERNATHY, TEXAS

Exhibit 3
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2006
General
Fund
ASSETS
Cash $ 16,552
Certificates of Deposit 387,370
Accounts Receivable (Less Provision for
Uncollectibies of $3,450) 198,497
Delinquent Taxes Receivable (Net of Allowance for
Uncollectibles of $24,463) 6,461
Total Assels k3 808,880
LIABILITIES AND FUND EQUITY
LIABILITIES
Accourts Payable $ 136,836
Deferred Revenue - Property Taxes 5,461
Due to Other Funds 225,745
Total Liabilities 3 372,042
FUND EQUITY
Reserved For;
City Park 3 21,580
tnreserved 215,258
Total Fund Balance $ 236,838
Amounts reported for governmental activities in the
statement of net assets (Exhibit 1) are different because;
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. (Net of accumulated depreciation) 1,235,492
Long-term obligations are not due and payabie in the current period and
therefore are not reported in the funds. (16,942)
Deferred property tax revenue is recognized in fund above but not in the
statement of net assets. 6,461
Net assets of governmenial activilies $ 1,461,849

See accompanying notes to financial statements,
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CITY OF ABERNATHY, TEXAS

Exhibit 4
STATEMENT OF GOVERNMENTAL FUNDS REVENUE,
EXPENDITURES, AND CHANGES IN FUND BALANCES
- GENERAL FUND TYPE
FOR THE YEAR ENDED SEPTEMBER 30, 2006
General
Fund
REVENUE
Property Taxes $ 293,339
City Sales Taxes 136,816
Penalties 27,453
Franchise Taxes 110,328
Licenses and Permits 4,008
Leases and Rents 19,930
Court Fees 29,441
Fire Calls 26,347
Mosquito Spraying 10,470
Interest Income 13,667
Ambulance Calis 145,733
Sanitation Revenue 171,966
Grant Revenue 519,058
Miscellanecus Revenue 9,742
Total Revenue § 1518388
EXPENDITURES
City Hall 3 472,960
Legislative 2,442
Administrative 113,350
Sanitation Department 223,471
Streets 96,306
Fire Department 63,192
Police Department 202,336
Library 5500
Ambulance 123,746
Judicial 42237
Parks 182,019
Total Expenditures $ 1,527 559
Excess of Expenditures Over Revenues 3 (9.171)
OTHER FINANCING SQURCES (USES)
Sale of Propsrty 172
Net Change in Fund Balance $ (8,999)
Amounts reported for governmental activities in the statement of activities
(Exhibit 2) are different because:
Governmentat funds report capital outlay as expenditures, Howsever, the statement
of activities reports these as assets that are depreciated aves their useful lives. 216,690
Depreciation is recorded in the statement of activities as an expense but
not in governmenta! funds. (66,620)
Principal payments are recorded as expenditures in governmental funds but
excluded in the statement of activities. 18,241
Deferred revenue is not recorded in the statements of net assets thus the change
is exciuded in activities. {5,986}
Change in net assets of governmental activities $ 153,326

See accompanying notes fo financial statements.



ASSETS
Current Assets:
Cash
Investments
Accounts Receivable {Less Provision for
Uncollectibles of $2,$34)
Due (to) from Other Funds
Total Current Assets

Noncurrent Assets:

Restricted Cash

Capital Credits

Fixed Assets (Net of Depreciation)
Total Noncurrent Assats

Total Assets

LIABILITIES

Current Liabilities:

Accounts Payable

Due to Other Funds

Meter Deposits

Deferred Lease Deposit

Accrued Interest

Current Portion of Bonds Payable

Current Portion of Certificates of Obligation
Total Current Liabilities

Noncurrent Liabilities:
Bonds Payable
Certificates of Obligation
Total Noncurrent Liabilities
Total Liabilities

NET ASSETS
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CITY OF ABERNATHY, TEXAS

Invested in Capital Assets, Net of Related Debt

Restricted for Debt Service
Unrestricted

Total Net Assets

Exhibit 5
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2006
Proprietary Funds
Water

& Sewer Airport Total
$ 43,740 3 512¢ & 48,859
424,393 30,110 454 503
96,140 96,140
232,345 232,345
$ 796618 % 35,239 % 831,867
$ 46,674 3 5 48,874
10,779 10,778
2,611,344 470,246 3,081,580
$ 2668797 $ 470246 § 3,139,043
$ 3485415 § 505485 § 3970900
$ 4823 $ 5 4,823
6,800 6,600
43,959 43,959
500 500
2,17 2,171
70,000 70,000
40,000 40,000
$ 160,953 & 7,100 § 168,053
5 75,000 % $ 75,000
125,000 125,000
$ 200,000 3 0 3 200,000
$ 3609853 % 7,100 % 368,053
$ 2,301,344 & 470,248 & 2771590
46,674 46,674
756,444 28,138 784,583
$ 3104462 & 498385 § 3602847

See accompanying notes to financial statements.
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CITY OF ABERNATHY, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2006

OPERATING REVENUES
Water Revenue
Sewer Revenue
Water/Sewer Permits
Reconnect and Late Fees
Total Operating Revenue

OPERATING EXPENSES
Non-Departmental
Uility Accounting and Billing
Maintenance
Total Operating Expenses

Operating income (Loss)

NONOPERATING REVENUES (EXPENSES)
Interest income
Miscellaneous Revenue (Expense)
Grant Revenue
Interest Expense
Total Nonoperating Revenue (Expenses)

Change in Net Assets
TOTAL NET ASSETS - BEGINNING

TOTAL NET ASSETS - ENDING

Exhibit &
Proprietary Funds
Water
& Sewer Airport Total
$ 412,223 % $ 412,223
125,551 125,551
1,788 1,798
23.131 23,131
$ 562,703 § 0 % 562,703
$ 107,682 % 12,415 % 120,097
107,049 1,346 108,395
347,918 5093 353,011
3 562649 % 18,854 % 581,503
$ 54  $ (18.854) % {18,800)
$ 15,348 § g1 3 16,260
26,258 3,515 29,773
16,493 16,493
{19,507) {12,507}
$ 38583 & 4426 % 43,019
$ 38647 % (14,428} $ 24,219
3,065,815 512,813 3,678 628
$ 3104462 3 498385 § 3,602,847

See accompanying notes to financial statements.
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STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts From Customers
Payments to Suppliers and Employees
Net Cash Used in Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTWITIES
Net Cash Provided by Noncapifal Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Additions of Fixed Assets
interest Paid on Bonds
Grant Revenles
Payments on Certificates of Obligation
Payments on Long-Term Borrowings
Net Cash Used in Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTWITIES
Interest Barned on Invesiments
Net Cash Provided by Investing Activities

DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

Reconciliation of Operating Loss to Net Cash
Flows From Operating Activities:

Operating Loss

Adjustments to Reconcile Loss From Operations to
Net Cash From Operating Activities:
Depreciation Expense
Miscellaneous Revenues
Change in Assets and Liabilities:
Receivables
Due from Cther Funds
Accounts Payable
Meter and Other Deposits

Cash Flows From Operating Activitiss

A 5

Exhibit 7
Proprietary Funds
Water
& Sewer Alrport Total

585611 % 3615 & 589,128
(639 540) (5,939} (645,479)
(53,929} §% (2424) & (56,353)
¢ & C % Q
(48,743) § $ (468,743)
(20,220) (20,220}
147,819 147,819
{35,000) {35,000}
{(70,000) {70,000}
(24,144) § 0 s {24 144}
15348 % 811 & 16,260
15348 & 911 8 16,260
{62,724) % (1.513) &% (84,237}
577,531 36,752 614,283
514,807 % 35239 § 550,048
54 & (18854) % {18,800)
99,253 % 12415 & 111,668
26,258 3,515 20,773
{6,194} (5,194}
40,330) (40,330)
(135,814) (135,814)
2,844 500 3,344
{53.683) $ 16430 % {37,553)
(53,929) % (2424) § (56,353)

See accompanying notes to financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Abernathy, Texas (the City) operates under a Council / City Manager form of government.
The City's major operations include police and fire protection, sanitation and recreation, public works,
and general administrative services. In addition, the City owns and operates a water and sewer
system.

The City's financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP). The Governmental Accounting Standards Board
(GASB) is responsible for establishing GAAP for state and local governments through its
pronouncements (Statements and Interpretations). Governments are also required to follow the
pronouncements of the Financial Accounting Standards Board (FASB) issued through November 30,
1989 (when applicable) that do not conflict with or contradict GASB pronouncements. Although the
City has the option to apply FASB pronouncements issued after that date to its business-type activities
and enterprise funds, the City has chosen not to do sc. The more significant accounting policies
established in GAAP and used by the City are discussed below,

A. REPORTING ENTITY

These financial statements present the City (the primary government). As defined by GASBS No.
14, component units are legally separate entities that are included in the City’s reporting entity
because of the significance of their operating or financial relationships with the City. The City does
not have component units.

B. BASIC FINANCIAL STATEMENTS — GOVERNMENT-WIDE STATEMENTS

The City’s basic financial statements include both government-wide (reporting the City as a whole)
and fund financial statements (reporting the City's general fund). Both the government-wide and
fund financial statements categorize primary activities as either governmental or business-type.
The City's police and fire protection, sanitation and recreation, public works, and general
administrative services are classified as governmental activities. The City's water and sewer
services and airport are classified as business-type activities.

In the government-wide Statement of Net Assets, both the governmental and business-type
activities columns (a) are presented by column, and (b) are reported on a full accrual, economic
resource basis, which recognizes all long-term assets and receivables as well as long-term debt
and obligations. The City's net assets are reported in three parts ~ invested in capital assets, net of
related debt; restricted net assets; and unrestricted net assets. The City first utilizes restricted
resources to finance qualifying activities.

The government-wide Statement of Activities reports both the gross and net cost of each of the
City’s functions and business-type activities (police, fire, public works, etc.). The functions are also
supported by general government revenues (property, sales and use faxes, cerlain
intergovernmental revenues, fines, permits and charges, etc.). The Statement of Activities reduces
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gross expenses (including depreciation) by related program revenues, operating and capital grants.
Program revenues must be directly associated with the function (police, public works, etc) or a
business-type activity. Operating grants include operating-specific and discretionary (either
operating or capital) grants while the capital grants column reflects capital-specific grants.

The net costs (by function or business-type activity) are normally covered by general revenue
(property, sales or franchise taxes, intergovernmental revenues, interest income, etc).

The City does not allocate indirect costs.

This govemment-wide focus is more on the sustainability of the City as an entity and the change in
the City’s net assets resulting from the current year’s activities.

. BASIC FINANCIAL STATEMENTS —~ FUND FINANCIAL STATEMENTS

The financial transactions of the City are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts that
comprises its assets, liabilities, reserves, fund equity, revenues, and expenditures/expenses. The
various funds are reported by generic classification within the financial statements.

The following fund types are used by the City:
1. Governmental Funds:

The focus of the governmental funds measurement (in the fund statements) is Lpon
determination of financial position and changes in financial position (sources, uses, and
balances of financial resources) rather than upon net income. The following is a description of
the governmental funds of the City:

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

2. Proprietary Funds:

The focus of proprietary fund measurement is upon determination of operating income,
changes in net assets, financial position, and cash flows. The accounting principles generally
accepted in the United States of America applicable are those similar to businesses in the
private sector. The following is a description of the proprietary fund of the City:

Enterprise funds are required to be used to account for operations for which a fee is
charged to external users for goods or services and the activity (a) is financed with debt that
is solely secured by a pledge of the net revenues, (b) has third party requirements that the
cost of providing services, including capital costs, to be recovered with fees and charges, or
(c) establishes fees and charges based on a pricing policy designed to recover similar
costs,
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D. BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues or expenditures/expenses are recognized
in the accounts and reported in the financial statements. It relates to the timing of the
measurements made regardless of the measurement focus applied.

1.

Accruatl;

Both governmental and business-type activities in the government-wide financial statements
and the proprietary funds financial statements are presented on the accrual basis of accounting.
Revenues are recognized when earned and expenses are recognized when incurred.

Modified Accrual:

The governmental funds financial statements are presented on the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recorded when
susceptible to accrual, i.e., both measurable and available. “Available” means collectible within
the current period or within 60 days after year end. Expenditures are generally recognized
under the modified accrual basis of accounting when the related liability is incurred. The
exception to this general rule is that principal and interest on general obligation long-term debt,
if any, is recognized when due.

E. FINANCIAL STATEMENT AMOUNTS

1.

Cash and Cash Equivalents:

The City has defined cash and cash equivalents to include cash on hand, demand deposits,
and cash with fiscal agent.

Investments:
Investments are stated at fair value, (quoted market price or the best available estimate).
Capital Assets:

Capital assets purchased or acquired with an original cost of $1,000 or more are reported at
historical cost or estimated historical cost. Contributed assets are reported at fair market value
as of the date received. Additions, improvements, and other capital outlays that significantly
extend the useful life of an asset are capitalized. Other costs incurred for repairs and
maintenance are expensed as incurred. Depreciation on all assets is provided on the straight-
line basis over the following estimated useful lives:

Buildings 20-40 years
Water and sewer systems 15-40 years
Machinery and equipment 5-20 years

Automotive 7-10 years
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4. Revenues:

Substantially all governmental fund revenues are accrued. Property taxes are billed and
collected within the same period in which the taxes are levied. Subsidies and grants to
proprietary funds, which finance either capital or current operations, are reported as
nonoperating revenue based on GASBS No. 33. in applying GASBS No. 33 to grant revenues,
the provider recognizes liabilities and expenses and the recipient recognizes receivables and
revenue when the applicable eligibility requirements, including time requirements, are met.
Resources transmitted before the eligibility requirements are met are reported as advances by
the provider and deferred revenue by the recipient.

5. Expenditures:
Expenditures are recognized when the related fund fiability is incurred.
6. Compensated Absences:

The City accrues accumulated unpaid vacation and sick leave and associated employee-related
costs when earned (or estimated to be earned) by the employee.

7. Interfund Activity:

Interfund activity is reported as either advances, services provided, reimbursements, or
transfers. Advances are reported as interfund receivables and payables as appropriate and are
subject to eiimination upon consolidation. Services provided, deemed to be at market or near
market rates, are treated as revenues and expenditures/expenses. Reimbursements are when
one fund incurs a cost, charges the appropriate benefiting fund, and reduces its related cost as
a reimbursement. Transfers between governmental or proprietary funds are netted as part of
the reconciliation to the government-wide financial statements.

2. CAPITAL ASSETS

Governmental Activities:

Assets

Beginning Ending

Balance Increases Decreases Balance
Buildings $ 550966 % $ $ 550,966
Street Paving 285,318 285,318
Fire Fighting Equipment 230,041 230,041
Furniture and Fixtures 12,216 12,216
Machinery and Equipment 232,044 26,840 258,884
Automotive 143,093 35,866 179,859
City Park - CWIP 319,819 153,984 473,803

$ 1774397 $ 216690 % 0 § 1991087
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Accumulated Depreciation

Beginning Ending

Balance Increases Decreases Balance
Buildings $ 119639 §& 12,652 $ 132,291
Street Paving 230,458 4,783 235,241
Fire Fighting Equipment 182 560 13,231 195,791
Furniture and Fixtures 9,067 639 9,708
Machinery and Equipment 84,693 13,534 98,227
Automotive 62,558 21,781 84,339
$ 688975 & 66620 0 § 755585

Business-Type Activities:
Assets — Water and Sewer

Beginning Ending

Balance Increases Decreases Balance
Land $ 456,321 3 $ 4586321
Buildings 317,914 317,914
Water System 1,685,323 1,685,323
Sewer System 1,185,547 280,251 1,465,798
Automotive 173,826 173,826
CWIP 233,508 (233,508) 0
$ 4052438 & 45,743 0 % 4,009,182

Assels — Airport

Beginning Ending

Balance Increases Decreases Balance
Land $ 216,237 % $ 216,237
Improvements 455,260 455 260
$ 671497 % 0 0 & 671497
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Accumulated Depreciation — Water and Sewer

Beginning Ending

Balance Increases Decreases Balance
Buildings $ 13,8089 8 7848 & $ 21,857
Water System 803,227 44 521 647,748
Sewer System 896,655 33,142 728797
Automotive 74,794 13,642 88,438
$ 1388585 $ 99253 3 O % 1,487,838

Accumulated Depreciation — Airport

Beginning Ending
Balance increases Decreases Balance
Improvements $ 188,836 % 12,415 % 0 % 201,251

3. LONG-TERM OBLIGATIONS

Capital Lease Obligation
During the ended September 30, 2005, the City financed $28,280 for the purchase of a John Deere
5220 tractor. Terms of the lease include an interest rate of 4.75% for five annual instaliments with
the final instaliment due November 18, 2008. The outstanding balance at September 30, 2008, is
$16,942. Payments to maturity are as follows:

2007 $ 8,204
2008 6,204
2009 6,204
18,612

Less: Amount Representing Interest {1,670)
$ 16,942

Revenue Bonds
The ordinance for the revenue bonds of the Water and Sewer Fund require the establishment of a
Bond Sinking Fund and a Bond Reserve Fund. The Sinking Fund requires a monthly deposit of
one-twelfth (1/12} of the next annual principal and interest instaliment. The Reserve Fund requires
a monthly deposit until the fund has a balance of $50,000. The amount in the Reserve Fund as of
September 30, 2008, is $46,674. These funds are carried on the Balance Sheet of the Water and
Sewer Fund as restricted assets.
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The following is a summary of revenue bond activities for the year ended September 30, 2006, and
the principal and interest requirements for the next 12 months.

Balance Balance Next Twelve Months
10/1/2005 issued Retired 89/30/2006 Principal interest
Water & Sswer
Revenue Bonds -
5-1-1998 $ 218000 % 5 70,000 & 145000 % 70,000 $ 5,885

Principai obligations to maturity are as follows:

Amount

913012007 $ 70,000
9/30/2008 75,000
$ 145,000

The 1998 Series bonds are payable from net revenues of the Water and Sewer Fund, with final
payment due in 2008. Interest is payable annually at 5.15% per annum.

Certificates of Obligation
in 2000, the City issued certificates of obligation totaling $350,000. Proceeds from this issue were
used for the purchase of land and installation of a water well. This debt carries an interest rate of

6% and matures in 2010.

The following is a summary of certificate activities for the year ended September 30, 20086, and the
principal and interest requirements for the next 12 months,

Amounts Due

Balance Balance Next Twelve Months
10/1/2005 Issued Retired 9/30/20086 Principal Interest
Certificates of
Obligation - 2000 $ 200,000 $ $ 35000 $ 165,000 & 40,000 3 8,700

Principal obligations to maturity are as follows:

Amount
O/30/2007 $ 40,000
9/30/2008 40,000
89/30/2009 40,000
8/30/2010 45 000

$ 165,000
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4. LITIGATION — COMMITMENTS

As of September 30, 2008, there were no claims or assessments nor any litigation pending against the
City.

5. PENSION PLAN

Plan Description
The City provides pension benefits for all of its full-time employees through a non-traditional, joint
contributory, defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS),
one of 811 administered by TMRS, an agent multi-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 service rendered before the plan began of a theoretical amount equal to two times what
would have been contributed by the employee, with interest, prior to establishment of the plan.
Monetary credits for service since the plan began are a percent (100%, 150%, or 200%) of the
employee's accumulated contributions. In addition, the City can grant, as often as annually,
another type of monetary credit referred to as an updated service credit which is a theoretical
amount which, when added to the employee's accumulated contributions and the monetary credits
for service since the plan began, would be the total monetary credits and employee contributions
accumulated with interest if the current employee contribution rate and City matching percent had
always been in existence and if the employee's salary had always been the average of his salary in
the last three years that are one year before the effective date. At retirement, the 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 governing body of the City, within the options available in
the state statutes governing TMRS, and within the actuarial constraints also in the statutes. Plan
provisions for the City were as follows (as of 4/19/06):

Deposit Rate: 5%
Matching Ratio (City to Employee) 1to1
A member is vested after 5 Years

Members can retire at certain ages, based on the years of service with the City.
The service retirement eligibilities for the city are: 5 yrs/ age 60, 25 yrs/ any age.

Contributions
Under the state law governing TMRS, the actuary annually determines the City contribution rate.
This rate consists of the normal cost contribution rate and the prior service contribution rate, both of
which are calculated to be a level percent of payroll from year to year. The normal cost contribution
rate finances the currently accruing monetary credits due to the City matching percent, which are
the obligation of the City as of an employee's retirement date, not at the time the employee's
contributions are made. The normal cost contribution rate is the actuarially determined percent of
payroll necessary to satisfy the obligation of the City to each employee at the time hisfher
retirement becomes effective. The prior service contribution rate amortizes the unfunded



-24-
CITY OF ABERNATHY, TEXAS

NOTES TC FINANCIAL STATEMENTS

(overfunded) actuarial liability (asset) over the remainder of the plan's 25-year amortization period.
The unit credit actuarial cost method is used for determining the City contribution rate. Both the
employees and the City make contributions monthly. Since the City needs to know its contribution
rate in advance to budget for it, there is a one-year delay between the actuarial valuation that is the
basis for the rate and the calendar year when the rate goes into effect (i.e. December 31, 2005,

valuation is effective for rates beginning January, 2007).

Schedule of Actuarial Liabilities and Funding Progress

Actuarial Valuation Date
Actuarial Value of Assels
Actuarial Accrued Liability
Percentage Funded

Unfunded (Overfunded) Actuarial Accrued Liability (UAAL)

Annual Covered Payroll

UAAL as a Percentage of Covered Payroll
Net Pension Obligation (NPO) at the

Beginning of Period

Annual Pension Cost

Annual Required Contribution (ARC)

Interest on NPO
Adjustment to the ARC

Contributions Made
Increase in NPO

NFO at the End of Period

Actuarial Cost Method
Amortization Method

Remaining Amortization Period

Asset Valuation Method

Actuarial Assumptions

12/31/05
$ 317,787
$ 526,888
680.3%
$ 209089
$ 348,000
60.1%
$ 0
$ 26,098
$ 26,906
(26,996)
) 0
Unit Credit

Level Percent of Payrolt

25 Years — Open Period
Amortized Cost

(to accurately reflect the
requirements of GASB stmt,
No. 25, paragraphs 36e
And 138)

investment Rate of Return
Projected Salary Increases
Includes Inflation At

Cost of Living Adjustments

7%

None
3.5%
None
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6. Deposits and Investments
Legal and Contractual Provisions Governing Deposits and Investments

The Public Funds Investment Act (Government Code Chapter 2258) contains specific provisions in
the areas of investment practices, management reports and establishment of appropriate policies.
Among other things, it requires the City to adopt, implement, and publicize an investment palicy.
That policy must address the following areas: (1) safety of principal and liquidity, (2) portfolio
diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates of return, {6)
maximum allowable stated maturity of portfolio investments, (7} maximum average dollar-weighied
maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, and {9) bid solicitation preferences for certificates of deposit. Statutes authorize the City
to invest in (1) cbligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas: (2)
certificates of deposit, (3) certain municipal securities, (4) money market savings accounts, (5)
repurchase agreements, (6) bankers acceptances, (7) Mutual Funds, (8) Investment pools, (9)
guaranteed investment contracts, and (10) common trust funds. The Act alsc requires the City to
have independent auditors perform test procedures related to investment practices as provided by
the Act. The City is in substantial compliance with the requirements of the Act and with local
policies.

Policies Governing Deposits and Investments

In compliance with the Public Funds Investment Act, the City has adopted a deposit and investment
policy. That policy does not address the following risks:

a. Custodial Credit Risk ~ Deposits and Investments: In the case of deposits, this is the risk that in
the event of a bank failure, the government's deposits and investments in certificates of deposits
may not be returned to it. The City's policy does not contain legal or policy requirements that
would limit the exposure to custodial credit risk for deposits and investments, other than the
foliowing: The State of Texas requires that a financial institution secure deposits and investments
made by state or local governments by pledging securities in excess of the highest cash balance
of the government. The City is not exposed to custodial credit risk, for its deposits are all
covered by depository insurance and pledged securities held by a third party in the City’s name.

b. Concentration of Credit Risk - The investment policy of the City contains no limitations on the
amount that can be invested in any one issuer. Investments in any one issuer (other than U.S.
Treasury securities, mutual funds, and external investment pools) that represent five percent or
more of the total entity investments represent a concentration risk. At September 30, 2008, all of
the City’s investments are with Security Bank which are covered by FDIC insurance and pledged
securities, and as such the City has no risk.

c. Credit Risk ~ The risk that an issuer of other counterparty to an investment will not fulfill its
obligations. The ratings of securities by nationally recognized rating agencies are designed fo
give an indication of credit risk. At September 30, 2006 the City was not significantly exposed to
credit risk.



-26-
CITY OF ABERNATHY, TEXAS

NOTES TO FINANCIAL STATEMENTS

d. Interest Rate Risk — Not applicable
e. Foreign Currency Risk ~ Not applicable

The carrying amount of the City's cash and temporary investments at September 30, 2008,
approximates fair value and consisted of the following shown below:

Primary
Government
Cash in Bank $ 112,085
Certificate of Deposits 841,873

Total Cash and Investments 853,068
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CITY OF ABERNATHY, TEXAS
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2006

REVENUES

Property Taxes

City Sales Taxes

Panallies

Franchise Taxes

Licenses and Permits

Leases and Renis

Court Fees

Mosquito Spraying

Interest Income

Ambuiance Calls

Sanitation Revenue

Grani Revenue

Miscellaneous Ravenuas
Total Revenues

EXPENDITURES
City Hall
Legislative
Administrative
Banitation
Sireets
Fire
Police
Library
Ambuiance
Judiciat
Parks

Total Expenditures

Excess of Revenues Over {Under)
Expenditures

tnbudgeted Amounts:
Fire Department Funds
Police Department Funds
Ambuiance Funds
Sale of Properiy

EXCESS (DEFICIT) OF REVENUES CVER {UNDER)
EXPENDITURES - TOTAL

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

RSI-1
GENERAL FUND

Variance
Criginal Final Positive
Budget Budget Actuai {Negative)
§ 288014 $ 288014 3 203339 % 5325
115,500 115,500 136,818 21.3186
6,500 8500 27,453 20,953
80,000 80,000 110,328 50,328
8,000 8,000 4,098 {3,802)
17,238 17,238 19,930 2,692
16,800 18,600 29 441 9,841
16,000 10,800 10,470 470
15,000 15,600 13,427 (1,573}
85,000 95000 95,607 607
168,800 168,800 171,966 3,168
815,000 815,000 519,058 (295,942)
10,800 10,600 4,907 (5,693)
$_1628252 5 1828252 3 1436840 § (192412
$ 624864 % 6824864 $ 472980 % 151,904
5,650 5650 2,442 3,208
106,012 106,012 113,350 {7,338)
192,467 192,467 223,471 {31,004)
73,300 73,300 G6,306 {(23,008)
35,888 35,998 34,152 1,848
201,325 201,325 201,108 219
5,000 6,000 5,800 500
35,650 35,850 73,476 (37.826)
31,786 31,788 42,237 {10,451}
322 800 322,600 182,019 140,581
$_1.835652 § 1635852 $ 1447019 § 188833
3 8400 % (6400) & (10179) 8 {3,778}

(2,683

3.620

81

172

3 (8,998)

245,837

$__236838
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Uniforms

Contract Services
Accotnting

Duss and Registration
Travel

Office Supplies
Printing

Postage

Janitorial Supplies
Utilities

Telephone

General insurance
State Fees and Permits
Fuel and Ol

Small Tools
Chemicals

Supplies

Vehicle Maintenance
Equipment Maintenance
Tires and Accessories
Building and Grounds
Water/Sewer Treatment
Utitity Maintenance
Leases Payable
Misceilaneous
Salaries

TML Insurance

FICA

TMRS Retirement
Bad Debts
Depreciation

Totals
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CITY OF ABERNATHY, TEXAS

Schedule 2
WATER AND SEWER FUND
SCHEDULE OF OPERATING EXPENSES BY DEPARTMENT
FOR THE YEAR ENDED SEPTEMBER 30, 2006
Utility
Non Accounting
Departmental and Billing Maintenance Total

$ $ £639 § 5638

3.657 12,283 15,950

8,500 8,500

1,420 2,365 3,785

35 2,417 2,452

629 829

570 570

4,792 4,792

0

7,803 50,205 58,108

1,484 1,484

19,343 19,343

636 836

21,355 21,355

1,409 1,409

1,809 1,509

54 5,398 5,452

1,503 1,503

477 12,274 12,751

2,383 2,383

787 488 1,275

12,053 12,053

26,051 26,051

16 16

6,201 2,898 9,089

38,099 142,868 180,967

4272 30,687 34,859

2,593 9,722 12,315

8,004 3,865 12,859

7,642 7,642
898,253 98,253
107,682 $ 107,049 § 347,818 & 562,649
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CITY OF ABERNATHY, TEXAS
Schedule 3
WATER AND SEWER FUND
SCHEDULE OF DEBT PRINCIPAL AND INTEREST REQUIREMENTS TO MATURITY
SEPTEMBER 30, 2006

1998 2000
Fiscal Year Certificates of Obligation Certificates of Obligation Grand
Ended Septernber 30, Principal Interest Principal interest Total
2007 $ 70,000 $ 3734 % 40,000 $ 8700 & 122434
2008 75,000 1,831 40,000 6,300 123,231
2008 40,000 3,800 43,900
2010 45,000 1,350 46,350

§ 145,000 $ 5665 $§ 165000 $ 20250 $ 335815
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CITY OF ABERNATHY, TEXAS
Schedule 4
SCHEDULE OF CHANGES IN DELINQUENT TAXES RECEIVABLE
SEPTEMBER 30, 2006

Property Property
Taxes Adjust- Taxes
Receivable menis Receivable
Year Qct. 1, 2005 Assessed and Collections Sept. 30, 2006
1891 and Prier  § 1115 5 3 638 § 477
1892 422 289 133
1893 682 548 134
1604 437 302 138
1995 740 578 164
1986 831 550 281
1967 871 312 559
1968 1,067 350 707
1999 1,827 500 1,118
2000 2,358 872 1,688
2001 2,798 854 1,845
2002 4432 1,600 2,832
2003 6,889 2,557 4,332
2004 12,447 5,986 6,461
2005 304,194 282 234 11,8680

Totals $ 36,707 § 304,184 § 307877 % 32,824
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CITY OF ABERNATHY, TEXAS

SCHEDULE OF INVESTMENTS
SEPTEMBER 30, 2006

Investments - General Fund

Security Bank - For the City
Security Bank - For the City
Security Bank - Faor the City
Security Bank - For EMS

Total General Fund

Investments - Water and Sewer Fund
Security Bank - For the City
Security Bank - For the City
Security Bank - For the City

Total Water and Sewer Fund

Investments - Airport Fund
Security Bank - For the City
Total Airport Fund

Total - All Funds

Maturity interest

CD# Date Rate

5300060 11/30/2008 1.35%
5300061 14/30/20086 3.85%
5300218 10/17/2008 1.45%
8300196 14112007 3.75%
5300065 11/30/2006 3.85%
5300066 11/30/2006 3.85%
5300187 11/30/2006 4.20%
5300181 8/6/2007 4.30%

Schedule 5
$ 103242
258,108
20,000
8,022
$__387.370
$ 103,242
180,674
140,477
$ 424393
3 30,110
$__30,110

841,873



INTERNAL CONTROL AND COMPLIANCE SECTION



BOLINGER, SEGARS, GILBERT & Moss, 1L.L.P.
certified public accountants
PHONE: {(BO6) 747-38086
FAX: (B08) 747-3815
8215 Nashville Avenue

LUBROCK, TEXAS 79423

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

Honorable O.C. “Hoppy” Toler, Mayor
and Members of the City Council
City of Abermathy, Texas

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Abernathy, Texas, as of and for
the year ended September 30, 2008, which collectively comprise City of Abernathy, Texas' basic financial
statements and have issued our report thereon dated November 16, 2006. 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 the City of Abernathy, Texas' internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide an opinion on the internal control over financial reporting.
Our consideration of the internal control over financial reporting would not necessarily disclose all matters
in the internal control over financial reporting 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 to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements being audited may
oceur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting that we
consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining assurance about whether the City of Abernathy, 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 fo be
reported under Government Auditing Standards.
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This report is intended solely for the information and use of the management, the 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.

Certified Public Accountants

November 168, 2006



