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March 28, 2007

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

State law requires that every general-purpose local government publish within six months
of the close of each fiscal year a complete set of audited financial statements.  This report
is published to fulfill that requirement for the fiscal year ended September 30, 2006.

Management assumes full responsibility for the completeness and reliability of the
information contained in this report, based upon a comprehensive framework of internal
control that it established for this purpose.  Because the cost of internal control should
not exceed anticipated benefits, the objective is to provide reasonable, rather than
absolute, assurance that the financial statements are free of any material misstatements.

Wm. Pierce Arthur, Certified Public Accountant, has issued an unqualified (“clean”)
opinion on the City of Columbus’ financial statements for the year ended September 30,
2006.  The independent auditor’s report is located at the front of the financial section of
this report.

Management’s discussion and analysis (MD&A) immediately follows the independent
auditor’s report and provides a narrative introduction, overview, and analysis of the basic
financial statements.  MD&A complement this letter of transmittal and should be read in
conjunction with it.
 
Profile of the Government

The City of Columbus was established in 1835, first incorporated on June 5, 1837. 
Current incorporation occurred on January 10, 1927. It is located in Colorado County on
Interstate Highway 10 and State Highway 71, is located in central Texas, approximately
73 miles west of Houston and approximately 120 miles east of San Antonio.  The City
currently has a land area of 2 square miles and a population of 3,916.  The City of
Columbus is a Type A, General Law City and utilized the Council-Manager form of
government organized under Chapter 25 of the Local Government Code. Policy-making
and legislative authority are vested in a governing council consisting of a mayor and five
council members elected by position. The City Council is responsible, among other
things, for passing ordinances, adopting the budget, appointing the City Manager and
City Attorney.  The City Manager is responsible for carrying out the policies and

www.columbustexas.net

http://www.columbustexas.net
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ordinances of the governing council, for overseeing the day to day operations of the City
and for appointing the heads of the various departments.  Council members serve two
year terms. with the mayor and 2 council members elected in odd numbered years and
three council members elected in even numbered years.  The mayor appoints the
Municipal Court Judge, and members of various city committees with the approval of the
City Council.

The City of Columbus provides a full range of services, including police and fire
protection, the construction and maintenance of streets and other infrastructure, a public
library and recreational activities, including parks and a swimming pool. In addition to
general governmental activities, the City of Columbus operates water, sewer, garbage
service, and gas utilities.  In addition, the City is financially accountable for the activities
of the Columbus Convention and Visitor’s Bureau and the Columbus Community
Industrial Development Corporation legally separate entities, which are reported
separately within the City of Columbus’ financial statements.  

The City Council is required to adopt a final budget by no later than the close of the
fiscal year.  This annual budget serves as the foundation for the City of Columbus’
financial planning and control.  The budget is prepared by fund, function, department,
and object. The City Manager may transfer resources within a fund during the fiscal year. 
To amend the total expenditures, a budget amendment must be approved by City
Council.

Local economy

As measured by the City’s sales tax, Columbus has experienced unprecedented economic
growth over the past three years.  For Fiscal Years 2001, 2002 and 2003, the sales tax
reported was $538,719, $535,736 and $545,516 respectively; these years were essentially
flat, with little growth reflected in monthly reports.  However, Fiscal Year 2004
experienced growth of sales tax to $596,037, a 10.3% growth over the average of the past
three years.  In Fiscal Year 2005, sales tax grew to $634,052.  This was a six percent
increase over the previous year.  Sales tax continued to grow with Fiscal Year 2006
revenue increasing to $653,999, a three percent increase over the previous year. 

The City’s economy is experiencing broad sector growth.  No single large new business
arrived to drive up the City’s sales tax result.  Steady, sound growth is being experienced
throughout the business sector.

The future of the City’s economy is also bright.  As the City of Columbus is located
almost midway between Houston, Austin and San Antonio, the City is buoyed by the
growth of these large metropolitan areas.  New providers are considering Columbus as a
new potential site for distribution activities.  The City’s advantage lies in the fact that
markets will grow to the City from at least three different directions.  As this Sun Belt
region grows, as the energy sector expands and as the City’s fundamentals improve,
Columbus has the potential to be a leading small town in this area for years to come.
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During the past ten years, the City’s expenses related to law enforcement have increased 
by 59%.  Much of this increase reflects a regional trend that has seen the salaries and
benefits of police grow at a faster rate than other categories of public-sector employees.

Long-term financial planning

The City of Columbus maintains sufficient cash reserves and unreserved fund
balances/unrestricted net assets in the general and enterprise (utility) funds to avoid
borrowing for general operating purposes and to handle emergency situations, while
providing quality service levels to the public.

During Fiscal Year 2005, the City was successful in obtaining certificates of obligation
for $4.75 million to fund a major Water and Sewer Improvement Project. These funds are
allowing the City to drill a new water well, install new water and sewer lines throughout
the City, and enhance the air piping system at the sewer plant.  Currently there are two
pressure heads in the water distribution system, each with two water wells. One main
goal of this project will enable the city to convert the water distribution system to one
pressure head.  This will allow the City to take a well offline for maintenance without
affecting the water supply to the citizens.  This project will also enhance the water and
sewer lines in the south part of the city where projected growth is expected.  

Relevant financial policies

The City awards its depository contract through official bidding procedures for a two
year period with an option to extend for a year.  The current depository contract with The
First State Bank expires September 30, 2008.  

The City’s bank depository agreement requires that all demand deposits and time
deposits are secured by pledged collateral with a market value equal to 102 percent of the
deposits, less $100,000 which is insured by the Federal Deposit Insurance Corporation. 
Evidence of the pledged collateral is maintained by a third party financial institution.  

During 2006, the City Council renewed the existing Investment Policy as required by
state law and no changes were made to the policy.

Major initiatives

Technology improvements will continue to be a big area of change for the City.  Next
year, technology enhancements will continue with a new utility billing software system.

The Water and Sewer Improvement Project as mentioned earlier is continuing.  It is
anticipated that this project will insure the life of the water and sewer systems which will
in turn benefit all the citizens of Columbus.  The City anticipates this project to be
completed in 2008.
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The City’s Master Planning Study which will encompass areas such as base mapping and
studies, park, recreation and open space, economic development, thoroughfare study,
central business district, capital improvements plan, and subdivision ordinance, is nearing
completion.  Because of the potential growth in the area, the Study will enable the City to
accommodate changes.
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management of the City of Columbus’ finances.

Respectfully submitted,



7

City of Columbus, Texas
Organizational Chart



8

City of Columbus, Texas
List of Principal Officials

September 30, 2006

              Title                     Name          

Mayor Richard Heffley

Councilman (Mayor Pro-Tem) Chuck Rankin
Councilman Brian Berger
Councilwoman Lori Cloat Sprague

         Councilman Curtiss Schonenberg
Councilman Milton Wavra

City Manager David Meisell

City Secretary/Finance Director Patti Glaeser
Police Chief Danny Jackson
Fire Chief Robert C. Walla

Utility Supervisor Eddie Hernandez
Street and Sanitation Supervisor Michael Poncik
Fire Marshal/Building Inspector Jerry Krenek

Municipal Judge Leonard Peters



9

FINANCIAL SECTION
 



10

(This page intentionally left blank.)



11

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members of the City Council
City of Columbus, Texas

  I have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of Columbus, Texas, as of and for the
year ended September 30, 2006, which collectively comprise the City’s basic financial
statements as listed in the table of contents.  These financial statements are the responsibility of
the City of Columbus's management. My responsibility is to express opinions on these financial
statements based on my audit.

  I conducted my audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that I 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.  I believe that my audit provides a reasonable basis for my opinions.

  In my opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Columbus, 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 accepted in the United States of America. 

  The management’s discussion and analysis and required supplementary information on pages
13 through 21 and 50 through 54 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.   I 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, I did not audit the information and express no opinion on
it.
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   My 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 statements and schedules, and statistical tables are presented for
purposes of additional analysis and are not a required part of the basic financial statements.  The
combining and individual nonmajor fund statements and schedules have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in my opinion, are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.
The introductory section and statistical tables have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, I express no opinion on
them. 

Columbus, Texas
January 31, 2007
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City of Columbus, Texas

Management’s Discussion and Analysis 

As management of the City of Columbus, we offer readers of the City of Columbus’s financial
statements this narrative overview and analysis of the financial activities of the City of
Columbus for the fiscal year ended September 30, 2006.  We encourage readers to read the
information presented here in conjunction with additional information that we have furnished in
the City of Columbus’s financial statements, which follow this section. 

Financial Highlights

· The assets of the City of Columbus for its governmental and business-type activities
exceeded its liabilities at the close of the fiscal year by $7,634,256.  Of this amount,
$4,848,447 are capital assets, net of related debt, $1,089 was reserved for debt service,
and $2,784,719 is for unrestricted uses in accordance with finance related legal
requirements reflected in the City’s fund structure.  

· The City’s total net assets increased by $377,112, mostly to an increase in utility rates.
· As of the close of the current fiscal year, the City’s governmental funds reported

combined ending fund balances of $1,619,194 a decrease of $282,881 in comparison
with the prior year.  Approximately 99 percent of this total amount, or $1,601,115, is
available for spending at the City’s discretion (unreserved fund balance).  

· At the end of the current fiscal year, unreserved fund balance for the General Fund was
$1,390,565, or 62 percent of total general fund expenditures for the fiscal year. 

· The City’s total debt decreased by $ 52,129 (1 %) during the current fiscal year.  The
City made its first payment on its outstanding certificates of obligation which were issued
to fund a major Water and Sewer Improvement Project during the year; and added a
capital lease for the purchase of accounting, utility and public safety software.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of Columbus’
basic financial statements.  The City’s basic financial statements consist of three components; 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements (see Figure 1). The basic financial statements present two different views of the City
through the use of government-wide statements and fund financial statements.  In addition to the
basic financial statements, this report contains other supplemental information that will enhance
the reader’s understanding of the financial condition of the City of Columbus.  
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Required Components of Annual Financial Report

Figure 1

Basic Financial Statements

The first two statements in the basic financial statements are the Government-wide Financial
Statements.  They provide both short and long-term information about the City’s financial
status. 

The next statements are Fund Financial Statements.  These statements focus on the activities
of the individual parts of the city government.  These statements provide more detail than the
government-wide statements.  There are two parts to the Fund Financial Statements:  1) the
governmental funds statements and 2) the proprietary fund statements.  

The next section of the basic financial statements is the notes.  The notes to the financial
statements explain in detail some of the data contained in those statements.  After the notes,
supplemental information is provided to show details about the City’s individual funds.
Budgetary information also can be found in this part of the statements. 

Notes to the

Financial

Statements

Fund Financial
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Government-wide Financial Statements 

The government-wide financial statements are designed to provide the reader with a broad
overview of the City’s finances, similar in format to a financial statement of a private-sector
business.  The government-wide statements provide short and long-term information about
the City’s financial status as a whole. 

The two government-wide statements report the City’s net assets and how they have changed.
Net assets are the difference between the City’s total assets and total liabilities.  Measuring
net assets is one way to gauge the City’s financial condition.  

The government-wide statements are divided into three categories:  1) governmental
activities; 2) business-type activities; and 3) component units.  The governmental activities
include most of the City’s basic services such as public safety, public health, parks and
recreation, and general administration and include non-major funds such as Equipment Fund,
Fire Equipment Fund, Hotel Occupancy Fund, Debt Service Fund and Capital Projects Fund
as well as the major General Fund.  Property taxes, sales taxes and state and federal grant
funds finance most of these activities.  The business-type activities are those in which the City
charges customers to provide services.  These include the water, sewer, garbage service, and
gas offered by the City of Columbus.  The final category is the component units. The City of
Columbus has two component units.   Although legally separate from the City, the Columbus
Community Industrial Development Corporation and the Columbus Convention and Visitors
Bureau are important to the City because each component unit is fiscally dependent upon the
City and the City exercises control over the Boards by appointing their members.

Fund Financial Statements

The fund financial statements (see Figure 2) provide a more detailed look at the City’s most
significant activities.  A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives.  The City of
Columbus, like all other governmental entities in Texas, uses fund accounting to ensure and
reflect compliance with finance-related legal requirements, such as the General Statutes or the
City’s budget ordinance.  All of the funds of the City of Columbus can be divided into two
categories:  governmental funds and proprietary funds.
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Governmental funds.  Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year.  Such information may
be useful in evaluating a government’s near-term financing requirements.

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

The City of Columbus maintains six individual governmental funds.  Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the general fund, which is
considered to be a major fund.  Data from the other five governmental funds are combined
into a single, aggregated presentation.  Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report. 

Proprietary Funds.  The City of Columbus has one kind of proprietary fund. Enterprise
Funds are used to report the same functions presented as business-type activities in the
government-wide financial statements.  The City of Columbus uses its enterprise fund to
account for its water, sewer, garbage and gas operations.  This fund is the same as those
functions shown in the business-type activities in the Statement of Net Assets and the
Statement of Activities. 

Unrestricted net assets of the water, sewer, garbage and gas departments at the end of the
fiscal year amounted to $ 1,175,124.  The total increase in net assets was $515,008.  Other
factors concerning the finances of this fund are addressed later in the discussion of the city’s
business-type activities.  

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

Other Information.  In addition to the basic financial statements and accompanying notes,
this report includes certain required supplementary information (RSI) concerning the City of
Columbus’s progress in funding its obligation to provide pension benefits to its employees.
Schedules comparing actual results with the original budget and the final amended budget for
the City’s General Fund are also presented in the RSI section .  RSI can be found after the
notes on pages 50-54 of this report.
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The combining statements referred to earlier in connection with nonmajor governmental
funds are presented immediately following the required supplementary information.
Combining and individual fund statements and schedules can be found on pages 56-61 of this
report.

Government-Wide Financial Analysis

The City of Columbus Net Assets

Figure 2

As noted earlier, net assets may serve over time as one useful indicator of a government’s
financial condition.  The assets of the City of Columbus exceeded liabilities by $7,634,255 as
of September 30, 2006.  The City’s net assets increased by $377,112 for the fiscal year ended
September 30, 2006. Investments in Capital Assets, net of related debt of $4,848,447 account
for the greatest portion (64%) of net assets.   A small portion ($1,089) of the City of
Columbus’s net assets represents resources that are restricted to debt service.  The remaining
balance of $ 2,784,719 is unrestricted.

Several particular aspects of the City’s financial operations positively influenced the total
unrestricted governmental net assets:

· Continued diligence in the collection of property taxes by maintaining a             
           tax collection percentage of 98.5%,

· Increased sales tax revenues of approximately $19,947 due to economic             
          growth in the City.
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City of Columbus Changes in Net Assets

Figure 3

Governmental activities.  Governmental activities decreased the City’s net assets by
$137,894.  Key elements of this decrease are as follows:

· Sales tax revenue of $19,947 and property tax revenue increase of $101,463        
          were offset by an increase in general governmental wages of $123,053, due         
          to a change in the City’s wage allocation method.

· Operating grants and contributions decreased by $118,943.
· $16,000 in necessary drainage repairs at the City swimming pool also                  

          contributed to the decrease. 

Business-type activities.  Business-type activities increased the City of Columbus’s net
assets by $515,008, accounting for 136% of the total growth in the City’s net assets.

· Charges for services for business-type activities increased by $599,288 (30%).   
          The City increased rates in each of its departments effective October 1, 2005.

· Interest revenue increased $181,855. $4,620,000 in proceeds from certificates     
          of obligation issued for water and sewer system improvements were invested at  
         rates of 4% to 5.4% during the year.  Rising interest rates also contributed to the  
         increase in interest revenue.
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· The City received a $90,000 capital grant from the Columbus Community
                      Industrial Development Corporation.  The funds will help the City meet its
                      debt service requirements of its certificates of obligation, which were issued to
                      provide funds for water and sewer improvements.

· While the above factors contributed to the increase in net assets, interest              
          expense increased $155,760 from the prior year.  Total interest paid was              
          $179,919 on certificates of obligation and $1,347 on capital leases.

Financial Analysis of the City’s Funds

As noted earlier, the City of Columbus uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds.  The focus of the City of Columbus’s governmental funds is to
provide information on near-term inflows, outflows, and balances of usable resources.  Such
information is useful in assessing the City of Columbus’s financing requirements.
Specifically, unreserved fund balance can be a useful measure of a government’s net
resources available for spending at the end of the fiscal year.

The General Fund is the chief operating fund of the City of Columbus.  At the end of the
current fiscal year, unreserved fund balance of the General Fund was $1,390,565, while total
fund balance reached $1,408,644.  As a measure of the General Fund’s liquidity, it may be
useful to compare both unreserved fund balance and total fund balance to total fund
expenditures.  Unreserved fund balance represents 62 percent of total General Fund
expenditures. 

General Fund Budgetary Highlights:  During the fiscal year, the City revised the budget on
several occasions.  Generally, budget amendments fall into one of three categories:  1)
amendments made to adjust the estimates that are used to prepare the original budget
ordinance once exact information is available; 2) amendments made to recognize new funding
amounts from external sources, such as Federal and State grants; and 3) increases in
appropriations that become necessary to maintain services. 

Budgeted Revenues increased due to funding from grants.  Budgeted expenditures increased
because $85,000 supplemental appropriations were needed to replace a front end wheel
loader.  An additional $14,585 supplemental appropriation was necessary due to electrical
repairs needed at the golf course.
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Capital Asset and Debt Administration

Capital assets.  The City of Columbus’s investment in capital assets for its governmental and
business–type activities as of September 30, 2006, totals $4,848,447 (net of accumulated
depreciation).  These assets include land, buildings, improvements, machinery and
equipment, and construction in progress.

City of Columbus Capital Assets

Figure 4

Major capital asset transactions during the year include the following additions:

· In April 2005, the City outsourced its garbage services.  As a result, during         
          fiscal year 2006, the City sold three garbage trucks for a total of $29,000.  The    
          trucks had an original cost of $206,068 and were fully depreciated.

· Front end wheel loader was purchased for $85,000.
· A new fire truck was acquired for $275,900.
· $60,000 was spent on software for law enforcement and general ledger                

          administration.
· A new police car was purchased for $21,000.

Additional information on the City’s capital assets can be found in Note I.I. and Note II.C. of
the Basic Financial Statements.

Long-term Debt.  As of September 30, 2006, the City of Columbus had total long-term
certificates of obligation outstanding of $4,620,000.  This debt is backed by the full faith and
credit of the City.
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City of Columbus Outstanding Debt

Figure 5

Additional information regarding the City of Columbus’s long-term debt can be found in
Note II.F.

Economic Factors and Next Year’s Budgets and Rates

• The unemployment rate for Colorado County is currently 4.1 percent (Columbus is the 
largest of the three incorporated cities in the county), which is a decrease from a rate of
4.3 percent a year ago.  This compares favorably to the state’s average unemployment
rate of 4.7 percent and the national average rate of 4.6 percent.

• Inflationary trends in the region compare favorably to national indices.
• The State Comptroller reported an increase of 4% in taxable sales for the City.  Sales

tax revenue has increased 49.6% since 1997.
• Property tax values continue to climb in Colorado County and the region in general. 

Real property values increased $11,212,028 from 2005.  Values have increased 77
percent from 1997. 

All of these factors were considered in preparing the City’s budget for the 2007 fiscal year.

Property tax rates were not raised for the 2007 budget.  Utility rates for the 2007 budget year
were unaffected.  The rate increase instituted October 1, 2005 is expected to meet the City’s
current financial needs for 2007.

Requests for Information

This report is designed to provide an overview of the City’s finances for those with an 
interest in this area.  Questions concerning any of the information found in this report or
requests for additional information should be directed to the Patti Glaeser, P.O. Box 87,
Columbus, Texas 78934, 979-732-2366, www.columbustexas.net. 

http://www.columbustexas.net
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BASIC FINANCIAL STATEMENTS
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City of Columbus, Texas

Reconciliation of the Statement of Revenues,

Expenditures, and Changes in Fund Balances of Governmental Funds

To the Statement of Activities

For the Year Ended September 30, 2006

Amounts reported for governmental activities in the statement of activities (page 25) are

   different because:

       Net change in fund balances – total governmental funds (page 27) $ (282,881)

           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 .  

                       Capital Outlay 468,357

                       Depreciation (182,014)

           Revenues in the statement of activities that do not provide current financial resources

             are not reported as revenues in the funds

                       Deferred grant revenue (1,282)

                       Deferred Tax Revenue (2,451)

           The net effect of various miscellaneous transactions involving capital assets

             (i.e. sales, trade-ins, and donations) is to increase (decrease) assets

                       Sale of Land - Collection of CISD Note Receivable Payment (79,000)

           The issuance of long-term debt (e.g., bonds, leases) provides current financial

             resources to governmental funds, while the repayment of the principal of long-term

             debt consumes the current financial resources of governmental funds.  Neither

             transaction, however, has any effect on net assets.  

                       Capital Lease Financing (82,191)

                       Capital Lease Payments 34,964

           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

         Compensated Absences (11,396)

       Change in net assets of governmental activities (page 25) $ (137,894)
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City of Columbus, Texas

Notes to the Financial Statements

September 30, 2006
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 I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. General Statement

The City of Columbus was incorporated under the laws of the State of Texas in 1927 and

operates  under a Manager-Council form of government.   The following services are

provided by the City:  public safety (police and fire), public works (streets and drainage),

parks and recreation, and utilities (water, sewer, garbage, and natural gas).

The accompanying financial statements present the City and its component units, entities

for which the City is considered to be financially accountable.  Each discretely presented

component unit is reported in a separate column in the government-wide financial

statement (see note below for description) to emphasize that it is legally separate from the

City.

The accounting and reporting policies of the City relating to the funds included in the

accompanying basic financial statements conform to accounting principles generally

accepted in the United States of America applicable to state and local governments.

Generally accepted accounting principles for local governments include those principles

prescribed by the Governmental Accounting Standards Board (GASB), the American

Institute of Certified Public Accountants in the publication entitled Audits of State and

Local Governmental Units and by the Financial Accounting Standards Board (when

applicable).  The more significant accounting policies of the City are described below.

B. Financial Reporting Entity

The following component units are discretely presented:

The Columbus Community Industrial Development Corporation (corporation) is a nonprofit

corporation organized pursuant to the provisions of the Development Corporation Act of

1979, and is responsible for promoting, assisting and enhancing economic development

activities within the City’s jurisdiction.  The members of the Corporation’s governing board

are appointed by the Mayor and approved by the City Council.  The Corporation is fiscally

dependent upon the City as the City levied a ½ cent sales and use tax for the benefit of

the Corporation.

The Convention and Visitors’ Bureau (bureau) is responsible for the development of the

local tourism industry.  It is managed by a board appointed by the City Council.  The

Bureau is fiscally dependent upon the City as the Council approves the Bureau’s budget

and the City provides the majority of the Bureau’s funds via the hotel/motel occupancy

tax.

Financial statements for each of the individual component units may be obtained at the

entity’s administrative offices.

             Columbus Convention and Visitors’ Bureau           Columbus Community Industrial

                 425 Spring Street                                                      Development Corporation

                 Columbus, Texas 78934                                         605 Spring St.

                                                                                              Columbus, Texas 78934
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C.  Basis of Presentation

Government-wide Financial Statements:

The government-wide financial statements (the statement of net assets and the statement

of activities) report information on all of the activities of the City.  The effect of interfund

activity, within the governmental and business-type activities columns, has been removed

from these statements. Governmental activities, which normally are supported by taxes

and intergovernmental revenues, are reported separately from business-type activities,

which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a

given program are offset by program revenues.  Direct expenses are those that are clearly

identifiable with a specific program.  Program revenues include 1) charges to customers

or applicants who purchase, use or directly benefit from goods, services or privileges

provided by a given program and 2) operating or capital grants and contributions that are

restricted to meeting the operational or capital requirements of a particular program.

Taxes and other items not properly included among program revenues are reported

instead as general revenues. 

Fund Financial Statements:

The City segregates transactions related to certain functions or activities in separate funds

in order to aid financial management and to demonstrate legal compliance.  Separate

statements are presented for governmental and proprietary activities.  These statements

present each major fund as a separate column on the fund financial statements; all non-

major funds are aggregated and presented in a single column.

Governmental funds are those funds through which most governmental functions typically

are financed.  The measurement focus of governmental funds is on the sources, uses and

balance of current financial resources.  The City reports the following major governmental

fund:

General Fund

The General Fund is the main operating fund of the City.  This fund is used to account for

all financial resources not accounted for in other funds. All general tax revenues and other

receipts that are not restricted by law or contractual agreement to some other fund are

accounted for in this fund.  General operating expenditures, fixed charges and capital

improvement costs that are not paid through other funds are paid from the General Fund.

Proprietary Funds are accounted for using the economic resources measurement focus

and the accrual basis of accounting.  The accounting objectives are determinations of net

income, financial position and cash flow.  In accounting for proprietary funds, the City has

chosen, as allowed by GASB Statement No. 20, to follow all GASB pronouncements as

well as all applicable Financial Accounting Standards Board (FASB) pronouncements

issued on or before November 30, 1989 which do not contradict or conflict with GASB

pronouncements.  All assets and liabilities are included on the Statement of Net Assets. 
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The City has presented the following major proprietary fund:

Utility Fund

The Utility Fund is used to account for the provision of water, sewer, natural gas services,

and garbage collection to the residents of the City.  Activities of the fund include

administration, operations and maintenance of the water, sewer, and natural gas systems

and billing and collection activities for garbage collection.  All costs are financed through

charges to utility customers with rates reviewed regularly and adjusted if necessary to

ensure integrity of the funds.

Proprietary funds distinguish operating revenues and expenses from non-operating items.

Operating revenues and expenses generally result from providing services and producing

and delivering goods in connection with a proprietary’s principal ongoing operations.

Operating expenses for the proprietary fund include the cost of personal and contractual

services, supplies and depreciation on capital assets.  All revenues and expenses not

meeting this definition are reported as non-operating revenues and expenses.

D. Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when

revenues and expenditures are recognized in the accounts and reported in the financial

statements.  Basis of accounting relates to the timing of the measurement made,

regardless of the measurement focus applied.

The government-wide financial statements are reported using the economic resources

measurement focus and the accrual basis of accounting, as are the proprietary 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 and similar

items are recognized as revenue as soon as all eligibility requirements imposed by the

provided have been met.

Governmental fund financial statements are reported using the current financial resources

measurement focus and are accounted for using the modified accrual basis of accounting.

Revenues are recognized as soon as they are both measurable and available.  Revenues

are considered to be available when they are collectible within the current period or soon

enough thereafter to pay liabilities of the current period.  For this purpose, the City

considers revenues to be available if they are collected within 60 days of the end of the

current fiscal period.  Expenditures generally are recorded when a liability is incurred, as

under accrual accounting.  However, debt service expenditures, as well as expenditures

related to compensated absences and claims and judgments, are recorded only when

payment is due.

The revenues susceptible to accrual are property taxes, licenses, charges for service,

interest income and intergovernmental revenues.  Sales taxes collected and held by the

state at year-end on behalf of the government are also recognized as revenue.  All other

governmental fund revenues are considered to be measurable and available only when

cash is received by the City.
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E.  Deposits and investments

The City pools cash resources of its General and Utility funds to facilitate the

management of cash.  Cash applicable to a particular fund is readily identifiable.  The

balance in the pooled cash accounts is available to meet current operating requirements.

Cash in excess of current requirements is invested in various interest-bearing deposits

and disclosed as part of the City’s deposits and investments.

The City’s cash and cash equivalents are considered to be cash on hand, demand

deposits, and short-term investments with original maturities of three months or less from

the date of acquisition.

Investments for the City, as well as for its component unit, the corporation, are reported at

fair value.  The Texas Cooperative Liquid Assets Securities System (Texas CLASS) and

the Texas Local Government Investment Cooperative (LOGIC) pools operate in

accordance with state laws and regulations.  The reported value of the pools is the same

as the fair value of the pool shares.

F.  Interfund Receivables and Payables

Any residual balances outstanding between the governmental activities and business-type

activities are reported in the governmental-wide financial statements as “internal

balances”.

G.  Transactions Between Funds

Legally authorized transfers are treated as interfund transfers and are included in the

results of operations of both Government and Proprietary Funds.

H. Restricted Assets

Certain proceeds of the City’s certificates of obligation are classified as restricted assets

on the balance sheet because they are maintained in separate bank accounts and their

use is limited by debt covenants.

I.  Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, are

reported in the applicable governmental or business-type activities columns in the

government-wide financial  statements and in the fund financial statements for proprietary

funds.  All capital assets are valued at historical cost or estimated historical cost if actual

historical cost is not available.  Donated assets are valued at their fair market value on the

date donated.  Repairs and maintenance are recorded as expenses.  Renewals and

betterments are capitalized.  Interest has not been capitalized during the 2006

construction period on capital assets.  General infrastructure assets acquired prior to

October 1, 2003 are not reported in the basic financial statements.  

Assets capitalized, not including infrastructure assets, have an original cost of $1,000 or

more and a useful life of over one year.
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Depreciation has been calculated on each class of depreciable property using the

straight-line method.  Estimated useful lives are as follows:

   Assets                                                  Years

                                    Buildings                20-50

                                    Improvements 10-50

                                    Machinery and equipment 5-20

J.  Compensated Absences

Full-time permanent employees are granted vacation benefits in increasing amounts

depending on their years of service with the City.  Generally, vacation leave may not be

accumulated or carried over.  Earned vacation leave not used by the employee’s

anniversary hire date will be lost as vacation leave and converted to sick leave.  All

vacation pay is accrued when incurred in the government-wide and proprietary fund

financial statements.  A liability for these amounts is reported in the governmental funds

only if they have matured, for example, as a result of employee resignations and

retirements.  And then, only if material.

Accumulated sick leave is for the sole purpose of permitting an employee to be relieved of

his duties during actual illness and may not be used under any other circumstances.

There is no liability for unpaid accumulated sick leave since the City does not pay any

amounts when employees separate from service.

K. Long-term Obligations

In the government-wide financial statements, and proprietary fund types in the fund

financial statements, long-term debt and other long-term obligations are reported as

liabilities in the applicable governmental activities, business-type activities, or proprietary

fund type statement of net assets.  The City’s long-term obligations in its governmental

activities consist of two capital leases.  The City’s long-term obligations in its business-

type activities consist of a capital lease and 2005 certificates of obligation.  Debt premium

and issuance costs are deferred and amortized over the life of the certificates of

obligation.  Certificates of obligation payable are reported net of the applicable bond

premium.

L.  Nature and Purpose of Reserves of Fund Equity

  

In the City’s governmental funds reservations of fund balance represent amounts that are

not appropriable or are legally restricted by outside parties for use for a specific purpose.

Designations of fund balance represent tentative management plans that are subject to

change.

M.  Net Assets

Net assets represent the difference between assets and liabilities.  Net assets invested in

capital assets, net of related debt consists of capital assets, net of accumulated

depreciation, reduced by the outstanding balances of any borrowing used for the

acquisition, construction or improvements of those assets, and adding back unspent
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proceeds.  Net assets are reported as restricted when there are limitations imposed on

their use either through the enabling legislation adopted by the city or through external

restrictions imposed by creditors, grantors or laws or regulations of other governments.

II. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS

A. Deposits and Investments

At year end, the carrying amount of the City's deposits with financial institutions was

$5,738,387 and the bank balance was $6,069,603.  Of the bank balance, $200,000 was

covered by federal depository insurance.  The remaining balance was covered by

collateral held in the pledging financial institutions' trust department in the City's name.

The City’s deposits and investments consist of the following as permitted by The Public

Funds Investment Act and the City of Columbus’s adopted Investment Policy:

Fully insured or collateralized certificates of deposit from a bank doing

business in the State of Texas and under the terms of a written depository

agreement with that bank, not to exceed one year to stated maturity; and

constant dollar Texas Local Government Investment Pools.

The City’s investment policy, in an effort to control credit risk, requires depositories to

provide 102% of the market value of the City’s time or demand deposits as collateral.

The City also only invests in governmental investment pools which maintain a constant

dollar value.

At year end the City’s investments were in the Texas Cooperative Liquid Assets

Securities System (Texas CLASS).  The carrying amount and market value of the

investments was $523,939. Texas CLASS is a local government investment pool

supervised by a Board of Trustees who is elected by its participants.  Texas CLASS

invests solely in securities permitted under the Public Funds Investment Act.  Texas

CLASS is not registered with the SEC; as an intergovernmental trust comprised solely of

governmental entities, it is statutorily exempt from registration.  The Program

Administrator/Investment Advisor to Texas CLASS, MBIA Municipal Investors Service

Corp., is registered with the SEC as a Registered Investment Advisor.  The Texas

CLASS program is rated AAA/V1+ by Fitch Ratings.

Texas CLASS operates in a manner consistent with the SEC’s Rule 2a7 of the

Investment Company Act of 1940.  These investments are not subject to categorization.

Interest rate risk is the risk that changes in market interest rates will adversely affect the

fair value of an investment.  Generally, the longer the maturity of an investment the

greater the sensitivity of its fair value to changes in market interest rates.  One of the

ways that the City manages its exposure to interest rate risk is by allowing no more than

20% of its investments to have maturities greater than one year.

The City’s funds in Texas CLASS have a dollar weighted average maturity of 35 days.
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At year-end the Columbus Industrial Development Corporation’s investments were with

the Texas Local Government Investment Cooperative (LOGIC).  The carrying amount

and market value of the investments was $526,869. LOGIC fund investments are not

categorized in accordance with GASB 3 because they are not evidenced by securities

that exist in physical or book entry form.

The Cooperative’s governing body is a three-member Board of Directors comprised of

three government officials or employees.  An advisory board member with expertise in

pubic finance represents the General Manager of the Cooperative.  Day to day

administration of the Cooperative is performed by Southwest Securities Group, Inc.

(General Manager).  The portfolio is managed by Citigroup Asset Management

(subadvisor) and SW S Capital Corporation (Administrator) a subsidiary of Southwest

Securities Group, Inc.  The LOGIC fund is rated Aaa/MR1 by Moody’s.  The State

Comptroller of Public Accounts exercises oversight responsibility over the Texas Local

Government Investment Pool.

LOGIC invests in those instruments that are allowed under the Texas Public Funds

Investment Act.  LOGIC further limits its investments to obligations of the U. S. Or its

agencies and instrumentalities, other obligations unconditionally guaranteed by the U. S.

with repurchase agreements collateralized by such obligations. 

B. Receivables

Receivables at September 30, 2006 were as follows:

Allowance Total

Accounts Taxes Other for Uncollectibles Receivables

Governmental activities:

  Ad valorem --   $ 21,728 --   $ (7,559) $ 14,169

  Sales taxes --   114,368 --   114,368

  Other:

    Insurance claim --   --   $ 10,930 --   10,930

    Intergovernmental --   --   2,583 --   2,583

   Miscellaneous --   491 --   491

--   $ 136,096 $ 14,004 $ (7,559) $ 142,541

Business-type activities:

  Utilities $ 303,232 --   --   $ (11,057) $ 292,175

Property taxes attach as an enforceable lien on property as of January 1.  Taxes are

levied on October 1 and are payable by February 1, at which time they become

delinquent.  The Colorado County Central Appraisal District assesses, bills and collects

property taxes for the City.
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C. Capital Assets

Capital asset activity for the year ended September 30, 2006 was as follows:

Beginning Ending

Balance Increases Decreases Balance

Governm ental activities:

   Capital assets not being depreciated:

   Land $ 253,152 --   --   $ 253,152

   Total capital assets not being depreciated 253,152 --   --   253,152

   Other capital assets:

   Buildings and im provem ents 1,269,623 $ 3,000 --   1,272,623

   Machinery and equipm ent  1,704,256 465,357 --   2,169,613

   Total other capital assets at historical cost 2,973,879 468,357 -0-  3,442,236

   Less accum ulated depreciation for:

   Buildings and im provem ents 823,307 48,326 --   871,633

   Machinery and equipm ent 1,258,457 133,688 --   1,392,145

   Total accumulated depreciation 2,081,764 182,014 -0-  2,263,778

   Total other capital assets, net 892,115 286,343 -0-  1,178,458

   Governm ental activities, capital assets, net $ 1,145,267 $ 286,343 $              -0-  $ 1,431,610

Business-type activities:

   Capital assets not being depreciated:

   Land $ 24,183 --   --   $ 24,183

   Construction in progress 94,790 $ 1,597,679 $ 41,712 1,650,757

   P ipeline 250,000 16,897 --   266,897

   Total capital assets not being depreciated 368,973 1,614,576 41,712 1,941,837

   Other capital assets: .

   Buildings and im provem ents 581,700 --   --   581,700

   D istribution and collection system s 6,174,939 86,127 73,406 6,187,660

   Machinery and equipm ent 708,209 39,743 212,068 535,884

   Total other capital assets at historical cost 7,464,848 125,870 285,474 7,305,244

   Less accum ulated depreciation for:

   Buildings and im provem ents 494,152 13,802 --   507,954

   D istribution and collection system s 3,445,326 169,738 45,879 3,569,185

   Machinery and equipm ent 665,499 20,861 212,068 474,292

   Total accumulated depreciation 4,604,977 204,401 257,947 4,551,431

   Total other capital assets, net 2,859,871 (78,531) 27,527 2,753,813

    Business-type activities capital assets, net $ 3,228,844 $ 1,536,045 $ 69,239 $ 4,695,650
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Depreciation expense was charged to functions/programs of the City as follows:

Governmental activities :

    General government $ 14,032

    Police 29,098

    Fire 56,798

    Public health 197

    Streets 31,117

    Parks and recreation 50,772

       Total governmental activities $ 182,014

Business-type activities:

   W ater $ 77,961

   Sewer 87,277

   Garbage 13,938
   Gas 25,225

       Total business-type activities $ 204,401

D. Payables

Payables at September 30, 2006 were as follows:

State Total

Vendors Fines Retainage Other Payables

Governm ental activities:

  General $ 17,813 $ 8,624         –   $ 366 $ 26,803

Business-type activities:

  Utilities $ 285,154         –   $ 45,644 $ 5,002 $ 335,800

E. Interfund Receivables, Payables, and Transfers

The composition of interfund balances, which result from the time lag between the dates

that reimbursable expenditures occur, as of September 30, 2006 is as follows:

Due to/Due From:

Interfund Interfund

Fund Receivable Payable

General $ 2,888 $ 14,855

Equipm ent 10,000 –    

U tility 4,855 2,888

   Totals $ 17,743 $ 17,743
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Transfers In/Transfers Out:

Fund Transfers In Transfers Out

General $ 451,650 $ 11,500

Equipment 10,000 134,427

Fire Equipment 28,000 100,000

Debt Service --    71,080

Capital Project --    37,176

Utility 71,080 206,547

  Totals $ 560,730 $ 560,730

The General Fund transferred $11,500 to the Fire Equipment Fund to cover future capital

purchases.

The Equipment Fund transferred $49,438 to the General Fund for a portion of the cost of

a new fire truck and $84,989 to the General Fund for the cost of a new front end loader.

The Fire Equipment Fund transferred $100,000 to the General Fund for a portion of the

cost of a new fire truck.

The Debt Service Fund transferred $71,080 to the Utility Fund to aid in paying down the

2005 certificates of obligation debt.

The Capital Project Fund transferred $37,176 to the General Fund after the MidTown

Park Project was completed and unused funds remained.

The Utility Fund transferred $60,075 to the General Fund to cover budgeted indirect

costs and $23,599 to cover firemen pension costs.  The Utility Fund transferred

payments in lieu of taxes of $96,373 to the General Fund.  The Utility Fund transferred

$16,500 to the Fire Equipment Fund and $10,000 to the Equipment Fund to cover future

capital purchases.

F. Long-term Debt

The following is a summary of changes in long-term liabilities reported in the

governmental-wide financial statements for the year ended September 30, 2006:

Primary government

Beginning

Balance

Additions/

Proceeds

Reductions/

Payments

Ending

Balance

Due W ithin

One Year

Governm ental activities:

Capital leases $ 65,199 $ 82,191 $ 34,964 $ 112,426 $ 33,639

  Total governm ent activities $ 65,199 $ 82,191 $ 34,964 $ 112,426 $ 33,639

Business-type activities:

Certificates of obligation $ 4,750,000 --   $ 130,000 $ 4,620,000 $ 175,000

Prem ium  on certificates 66,046 --   3,357 62,689 --   

Capital leases --   $ 38,414 7,770 30,644 6,867

  Total Business -type activities $ 4,750,000 $ 38,414 $ 137,770 $ 4,650,644 $ 181,867
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Component unit

Total Payable Current Portion

Columbus Community Industrial 

Development Corporation:

1998 Sales tax revenue bonds 4.20 to 5.75% maturing annually

through 2023,  interest payable semi-annually $ 1,875,000 $ 55,000

Long-term Debt Activity

Long-term debt activity for the year ended September 30, 2006 was as follows:

Am ounts

Beginning Ending Due W ithin

Balance Additions Reductions Balance One Year

Com ponent Unit:

  Colum bus Com m unity Industrial

    Development Corporation

     Sales Tax Revenue Bonds $1,925,000 –   $ 50,000 $ 1,875,000 $ 55,000

Certificates of Obligation

The City has issued certificates of obligation to provide funds for the acquisition and

construction of major capital facilities.  Certificates of obligation have been issued for the

City’s business-type activities.  The original amount of certificates of obligation issued in

prior years was $4,750,000 for water and sewer improvements at annual interest rates

from 3.00% to 4.85% with a maturity date of August 2025.

Sales Tax Revenue Bonds

The Columbus Community Industrial Development Corporation component unit has

issued sales tax revenue bonds for the acquisition and construction of major capital

facilities.  The original amount of the bonds issued in prior years was $2,170,000 for

water and sewer lines and street and drainage improvements at the Texas Crossroads

Industrial Park at annual interest rates from  4.20% to 5.75% with a maturity date of 2023.
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The annual requirements to pay principal and interest on long-term obligations

outstanding at September 30, 2006, are as follows for the City and its component unit:

Primary Government Component Unit

Certificates of Obligation Sales Tax Revenue Bonds

Principal Interest Principal Interest

2007 $ 175,000 $ 179,693 $ 55,000 $ 105,527

2008 180,000 174,442 60,000 101,253

2009 185,000 169,043 65,000 97,415

2010 190,000 163,493 70,000 93,900

2011 200,000 157,793 75,000 89,985

2012-2016 1,095,000 679,715 450,000 381,172

2017-2021 1,325,000 459,415 620,000 231,168

2022-2025 1,270,000 155,487 480,000 42,549

  Totals $ 4,620,000 $ 2,139,081 $ 1,875,000 $ 1,142,969

Capital Leases

The City has a long-term capital lease with Tymco to finance the acquisition of a street

sweeper.  On December 26, 2006, the City Council voted to pay the outstanding balance

early.

The City has a entered into a lease agreement as lessee for financing the acquisition of

software.  This lease agreement qualifies as a capital lease for accounting purposes and,

therefore, has been recorded at the present value of future minimum lease payments at

the date of inception of the lease.  The lease has an annual interest rate of 7.34% and

will mature in October 2010.

The assets acquired through the capital lease are as follows:

Governmental Business-Type

Activities Activities

Asset:

  Software $ 60,359 $ 38,414

  Less: Accumulated depreciation (11,882) N/A      

       Total $ 48,477 $ 38,414
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The future minimum lease obligations and the net present value of these minimum lease

payments as of September 30, 2006 were as follows:

Business-Type

Governm ental Activities Activities

Year ending Septem ber 30 Street Sweeper Software Total Software

2007 $ 20,187 $ 19,506 $ 39,693 $ 9,117

2008 20,187 19,506 39,693 9,117

2009 8,412 19,506 27,918 9,117

2010 –  19,505 19,505 9,116

Total m inim um  lease paym ents 48,786 78,023 126,809 36,467

Less: amount representing interest (1,928) (12,456) (14,384) (5,822)

Present value of m inim um  lease paym ents  $ 46,858  $ 65,567  $ 112,425  $ 30,645

III. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

Budgets for the General, Special Revenue (Equipment Fund, Fire Equipment Fund and

Hotel Occupancy Tax Fund), Debt Service and Utility Funds are adopted on a basis

consistent with generally accepted accounting principles (GAAP).  Annual appropriated

budgets are adopted for all funds.  A budget was not adopted for the MidTown Capital

Project Fund.  All annual appropriations lapse at fiscal year end. 

The City’s fiscal year is the twelve-month period beginning October 1.  The departments

submit to the City Manager a budget of estimated expenditures for the ensuing fiscal year

after which the City Manager subsequently submits a budget of estimated expenditures

and revenues to the City Council by September 1.

Upon receipt of the budget estimates, the Council holds public hearing on the proposed

budget.  Information about the Budget Ordinance is then published in the official

newspaper of the City.

At least ten days prior to October 1, the budget is legally enacted through passage of an

ordinance.  The City Manager is authorized to transfer budgeted amounts between line

items and departments within any fund; however any revisions that alter the total

expenditures of any fund must be approved by the City Council.

Budgeted amounts are as originally adopted or as amended by the City Council.   The

Council made several supplemental budgetary appropriations throughout the year,

including in the General Fund: 1) a $56,580 increase in professional services for

infrastructure planning and analysis and 2) an $85,000 increase in capital outlay for the

purchase of a new front end loader tractor.  Other supplementary budgetary

appropriations made in the General Fund were not material.  The City Council amended

the budgeted transfers out in the Equipment Special Revenue Fund; transfers out to the
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General Fund were increased by $85,000 to provide funds for the purchase of the

aforementioned front end loader tractor.

B. Excess of Expenditures Over Appropriations

For the year ended September 30, 2006, expenditures exceeded appropriations in the

Hotel Occupancy Tax Fund (Special Revenue Fund) by $3,374.  These overexpenditures

were funded by greater than anticipated occupancy tax revenues.

IV. OTHER INFORMATION

A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and

destruction of assets; errors and omissions; injuries to employees; and natural disasters.

For its liability, property and worker’s compensation insurance, the City is a participant in

the Texas Municipal League Intergovernmental Risk Pool (TML), a public entity risk pool

operated by The Texas Municipal League for the benefit of political subdivisions of the

State of Texas.  The City pays an annual premium to TML for this coverage. 

TML is considered a self-sustaining risk pool that will provide coverage for its members

for up to $1 million per occurrence for property damage, $1 million per occurrence for

general liability and $1 million per occurrence for worker’s compensation.  TML obtains

independent coverage for insured events in excess of the amounts listed above.  There

has been no significant reductions in insurance coverage and settlement amounts have

not exceeded insurance coverage for the current year or the three prior years.

B. Contingent Liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment

by grantor agencies, principally the federal government.  Any disallowed claims, including

amounts already collected, may constitute a liability of the applicable funds.  The amount,

if any, of expenditures which may be disallowed by the grantor cannot be determined at

this time although the City expects such amounts, if any, to be immaterial.

C. Construction Commitments

The City has active construction projects as of September 30, 2006.  The projects include

utility construction work as follows:

Project Spent-to-Date
Remaining

Commitment

Telemetry (Data Acquisition System)

    for Water and Wastewater Systems  –     $ 151,000

Sewer drying beds --     184,900

Water Distribution System $ 725,052 454,621

    Total $ 725,052 $ 790,521
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D. Subsequent event

On November 27, 2006, the City authorized the sale of its gas pipeline to San Felipe

Pipeline Company for $250,000.

E. Employee Retirement Systems and Plans

The City provides pension benefits for all of its full-time employees through a non-

traditional, joint contributory, hybrid defined benefit plan in the state-wide Texas

Municipal Retirement System (TMRS), one of 811 currently administered by TMRS, an

agent multiple-employer public employee retirement system.  Each of the 811

municipalities have an annual, individual actuarial valuation performed.  All assumptions

for the December 31, 2005 valuations are contained in the 2005 TMRS Comprehensive

Annual Financial Report, a copy of which may be obtained by writing to P. O. Box

149153, Austin, Texas 78714-9153.  The City of Columbus Volunteer Firemen are

covered by a separate pension plan, therefore they are not included in the Texas

Municipal Retirement System plan.

Benefits

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 at least 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 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 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 6%

                                  Matching Ratio (City to Employee)               1.5 to 1

                                  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 (expressed as years of service/age) are:

 

                                                   5yrs/age 60, 25 yrs/any age
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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 cost 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 his/her

retirement becomes effective.  The prior service contribution rate amortizes the unfunded

(overfunded) actuarial liability (asset) over the remainder of the plan’s 25-year

amortization period.  The unit credit actuarial cost method is used for determining the City

contribution rate.  Both the employees and the City make contributions monthly.  Since

the City needs to know its contribution rate in advance for budgetary purposes, there 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 into effect.  (i.e. December 31, 2005 valuation is

effective for rates beginning January 2007).  A summary of actuarial assumptions is as

follows:

Actuarial Cost Method Unit Credit

Amortization method Level percent of payroll

Remaining amortization period 25 years - open period

Asset Valuation Method Amortized cost

Investment Rate of Return 7%

Actuarial Valuation Date December 31, 2005

Projected salary increases None

Inflation rate 3.5%

Cost-of-living adjustments None

Annual City TMR pension cost and related information for the last three years is as

follows:

Fiscal Annual Percentage Net

Year Pension of APC Pension

Funding Cost (APC) Contributed Obligation

09/30/04 $ 67,545 100% $        -0-

09/30/05 $ 78,541 100% $        -0-

09/30/06 $ 93,658 100% $        -0-
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Texas Statewide Emergency Services Personnel Retirement Fund

The City acts as agent for the Texas Statewide Emergency Services Personnel

Retirement Fund (the “Fund”) which is a component unit of the State of Texas.  The City

reimbursed the Fund $12,361 for benefits paid on a pay-as-you-go basis during the year

in recognition of services provided to the City by volunteer firemen.  The Fund has a

Board of Directors not designated by City officials and is administered by the State Fire

Fighters’ Pension Commissioner.  There are 36 active participants currently covered by

the Fund and payments are being made to 27 retirees or their survivors.  The Fund does

not prepare separate financial statements for participating departments; however,

financial statements for the fund as a whole may be obtained from the administrator at

Fire Fighters’ Pension Commissioner, P. O. Box 12577, Austin, Texas 78711. 
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City of Columbus, Texas
Required Supplementary Information

Schedule of Funding Progress for Participation in Texas Municipal Retirement System
September 30, 2006

The City’s Texas Municipal Retirement System’s trend information on funding progress for

the last three actuarial valuations is as follows:

Actuarial UAAL as a

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability AAL Funded Covered of Covered

Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll

Date (a) (b) (b-a) (a/b) © ((b-a)/c)

12/31/03 $ 1,408,545 $ 1,902,170 $ 493,625 74.0% $ 922,056 53.5%

12/31/04 $ 1,606,935 $ 2,151,190 $ 544,255 74.7% $1,026,478 53.0%

12/31/05 $ 1,780,903 $ 2,309,034 $ 528,131 77.1% $1,101,077 48.0%
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Notes to Required Supplementary Information

September 30, 2006

Budgetary Information

The annual budget for the General Fund is adopted on a basis consistent with generally

accepted accounting principles (GAAP).  All annual appropriations lapse at fiscal year

end. 

Budgeted amounts are as originally adopted or as amended by the City Council.   The

Council made several supplemental budgetary appropriations throughout the year which

increased total budgeted expenditures by $179,254.  These amendments were as

follows:

Date Budget Amended Purpose Amount

February 13, 2006 Electrical repairs at the golf course $ 14,585

March 13, 2006 New computers for the library (to be purchased with
grant funds) 10,735

April 10, 2006 Police supplies (to be purchased with forfeiture
funds) 3,273

April 17, 2006 Microphone system for Council Chambers 2,517

May 8, 2006 Library books (to be purchased with grant funds) 2,249

July 10, 2006 Professional fees for infrastructure and planning
analysis (to be paid with $49,200 of grant funds) 56,580

July 24, 2006 Purchase books, audio visual equipment and
supplies (to be paid with memorials) 4,315

August 31, 2006 Purchase a front end loader tractor 85,000

                           Total Additional Appropriations $ 179,254



55

Nonmajor Governmental Funds

Special Revenue Funds

Special revenue funds are used to account for specific revenues that are legally restricted to expenditure for
particular purposes.

Equipment Fund - This fund is used to maintain funds set aside for the purposes of financing purchases of long-
lived equipment.

Fire Equipment Fund - This fund is used to account for funds set aside for the future purchase of fire department
equipment.

Hotel Occupancy Tax Fund - This fund is used to account for the City’s hotel occupancy tax revenues and related
tourism and economic development expenditures.

Debt Service Fund

The City’s Debt service fund is used to account for resources accumulated and transferred to the Proprietary
Fund.  These resources supplement Utility Fund resources used to make payments on the principal and interest
of the City’s 2005 Combination Tax and Revenue Certificates of Obligation.

Capital Projects Funds

Capital projects funds are used to account for the acquisition and construction of major capital facilities other than
those financed by proprietary funds.

MidTown Park Fund - This fund is used to account for the construction of recreation park facilities.  The City is
financing this project with a state grant from the Texas Parks & Wildlife.  This project has been completed.
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