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Independent Auditors’ Report 
 
To the Honorable Mayor and 
   Members of the City Council 
City of Waco, Texas 
 
 
We 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 Waco, Texas, as of and for the year 
ended September 30, 2008, 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 
Waco, Texas’ management.  Our responsibility is to express opinions on these financial 
statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe that 
our audit provides a reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining 
fund information of the City of Waco, Texas, as of September 30, 2008, and the respective 
changes in financial position and, where applicable, cash flows thereof and the respective 
budgetary comparison for the general fund for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
January 23, 2009, on our consideration of the City of Waco, Texas’ internal control over 
financial reporting and our tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements and other matters.  The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on the internal control over financial reporting or on 
compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards, and should be read in conjunction with this report in 
considering the results of our audit. 
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Management’s Discussion and Analysis 
 
 
As management of the City of Waco (the City), we offer readers of the City’s financial 
statements this narrative overview and analysis of the financial activities of the City for the 
fiscal year ended September 30, 2008.  We encourage readers to consider the information 
presented here in conjunction with additional information that we have furnished in our letter of 
transmittal, which can be found on pages xi through xv of this report.   
 
FINANCIAL HIGHLIGHTS 
 

• The assets of the City exceeded its liabilities as of September 30, 2008 by 
$434,307,790 (net assets).  Of this amount $62,740,975 (unrestricted net assets) may 
be used to meet the City’s ongoing obligations to citizens and creditors in 
accordance with the City’s fund designation and fiscal policies. 

 

• The City’s total net assets increased by $37,321,302. 
 

• As of the close of the current fiscal year, the City’s governmental funds reported 
combined ending fund balances of $126,823,699.  Of this amount, $111,428,731 are 
unreserved fund balances available for use within the City’s fund designation and 
fiscal policies. 

 

• As of September 30, 2008, unreserved, undesignated fund balance for the General 
Fund was $14,306,973 or 15.26% of the 2009 budgeted general fund expenditures 
and other financing uses. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the City’s basic financial 
statements. The City’s basic financial statements are comprised of three components: (1) 
government-wide financial statements, (2) fund financial statements and (3) notes to the 
financial statements.  This report also contains other supplementary information in addition to 
the basic financial statements themselves. 
 
Government-wide financial statements – The government-wide financial statements, which 
begin on page 21 of this report, are designed to provide readers with a broad overview of the 
City’s finances, in a manner similar to a private-sector business. 
 
The Statement of Net Assets presents information on all of the City’s assets and liabilities, with 
the difference between the two reported as net assets.  Over time, increases or decreases in net 
assets may serve as a useful indicator of whether the financial position of the City is improving 
or deteriorating. 
 
The Statement of Activities presents information showing how the City’s net assets changed 
during the fiscal year.  All changes in net assets are reported when the underlying event giving 
rise to the change occurs, regardless of the timing of related cash flows.  Thus, revenues and 
expenses are reported in this statement for some items that will only result in cash flows in the 
future fiscal periods (e.g., uncollected taxes and earned but unused compensated absences). 
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Both of the government-wide financial statements distinguish functions of the City that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from 
functions that are intended to recover all or a significant portion of their costs through user fees 
and charges (business-type activities).  The governmental activities of the City include general 
government, public works, public safety, culture and recreation, public health, and housing and 
community development.  The business-type activities of the City include water, wastewater, 
solid waste, airport, convention services, Ranger Hall of Fame, Cameron Park Zoo, transit 
services, and Cottonwood Creek Golf Course. 
 
The government-wide financial statements can be found on pages 21 – 23 of this report. 
 
Fund financial statements – 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, 
like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements.  All funds of the City can be divided into 
three categories – governmental funds, proprietary funds, and fiduciary funds. 
 
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 fund financial 
statements focus on current sources and uses 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 funds balance sheet and 
the governmental funds statements of revenues, expenditures, and changes in fund balances 
provide a reconciliation to facilitate this comparison between governmental funds and 
governmental activities. 
 
Beginning on page 24 of this report, information is presented separately in the Governmental 
Funds Balance Sheet and in the Governmental Funds Statement of Revenues, Expenditures, 
and Changes in Fund Balances for the general fund and the 2007 general obligation bond fund, 
both of which are considered major funds.  A budgetary comparison statement has been 
provided for the general fund to demonstrate compliance.  Data from all other governmental 
funds are combined into a single, aggregated presentation.  Individual fund data for each of 
these non-major governmental funds is provided in the form of combining and individual fund 
statements and schedules elsewhere in this report. 
 
Proprietary funds – The City maintains two types of proprietary funds.  Enterprise funds are 
used to report the same functions presented as business-type activities in the government-wide 
financial statements.  The City uses enterprise funds to account for water, wastewater, solid 
waste, airport, convention services, Ranger Hall of Fame, Cameron Park Zoo, transit services, 
and Cottonwood Creek Golf Course operations.  Internal service funds are an accounting 
device used to accumulate and allocate costs internally among the City’s various functions.   
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The City uses its internal service funds to account for its risk management, health insurance, 
engineering, and fleet services.  These internal service functions have been included within 
governmental activities in the government-wide financial statements. 
 
Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail.  The basic proprietary fund financial statements which begin on 
page 36 of this report provide separate information for the water, wastewater, and solid waste 
enterprise funds since these are considered to be major funds of the City.  Data from the other 
enterprise funds are combined into a single, aggregated presentation.  Individual fund data for 
each of these non-major enterprise funds is provided in the form of combining and individual 
fund statements and schedules elsewhere in this report.  All internal service funds are combined 
into a single aggregated presentation in the proprietary fund financial statements.  Individual 
fund data for the internal service funds is provided in the form of combining and individual 
fund statements and schedules elsewhere in this report. 
 
Fiduciary funds – Fiduciary funds are used to account for resources held for the benefit of 
parties outside the government.  Fiduciary funds are not reflected in the government-wide 
financial statement because the resource of these funds is not available to support the City’s 
own programs.  The accounting used for fiduciary funds is much like that used for proprietary 
funds.  The Statement of Fiduciary Net Assets can be found on page 41 of this report. 
 
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.  The notes to the financial statements can be found on pages 43 through 80 of this 
report. 
 
Other information – In addition to the basic financial statements and accompanying notes, this 
report also presents combining and individual fund statements and schedules that further 
support the information in the financial statements.  The combining and individual fund 
statements for nonmajor funds are presented immediately following the notes to the financial 
statements beginning on page 85 of this report. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
As noted earlier, net assets may serve over time as a useful indicator of the government’s 
financial position.  In the case of the City of Waco, assets exceeded liabilities by $434,307,790 
as of September 30, 2008. 
 
The largest portion of the City’s net assets ($347,515,904) reflects its investments in capital 
assets (e.g., land, building, equipment, improvements, construction in progress, infrastructure 
and water rights), less any outstanding debt used to acquire those assets.  The City uses these 
capital assets to provide service to citizens; consequently, these assets are not available for 
future spending.  Although the City’s investment in its capital assets is reported net of related 
debt, it should be noted that the resources needed to repay this debt must be provided from 
other sources, since the capital assets themselves cannot be used to liquidate these liabilities. 
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Governmental activities – Key elements of the increase in governmental net assets include: 
 

• Charges for services increased by $1,168,901 (19.83%) during the year primarily due to 
increased court fine revenues as a result of the enforcement efforts of the police street 
crime unit and enhanced collection activities. 

 
• Capital grants and contributions increased by $1,481,033 (25.55%) due to donations for 

the new South Waco Library branch and the Mammoth project. 
 

• Ad valorem taxes increased $7,041,736 (17.94%), a result of a rate increase (from 
.699700 to .786232 per $100 valuation) to fund the debt service requirements for the 
$63 million general obligation bonds and a 5.4% growth in the property tax base. 

 
• Investment earnings increased $1,355,078 (15.12%) due to the $63 million bond issue 

accounted for in a major capital projects fund. Without the additional $2.5 million of 
investment earnings generated from the full year of investment activity from these 
bonds, investment earnings would have decreased $1.1 million as a result of interest 
rates. 

 
• Overall, governmental expenses increased $6,407,552 (6.48%) primarily due to an 

across-the-board salary increase of 3.5% for all employees except upper management 
who received 2.5%.  General government increased $2,613,485 (27.52%).  $1,203,797 
of this increase was due to increased project activities in the tax increment zones, 
$806,759 was for professional archaeological services, and $700,000 was to purchase 
complete interest in the Riverbend Softball/Baseball complex.  Public safety, which 
reports the largest number of employees, reflects the across-the-board salary increase.  
Public safety expenses increased $2,657,782 (5.23%).  Interest on long-term debt 
increased $2,237,879 (85.22%) due to the first year of debt service for the $63 million 
general obligation bonds approved in the May 2007 bond election.  

 
Business-type activities – Key elements of the increase in business-type net assets include: 
 

• Charges for services increased $8,312,139 (11.7%) (primarily due to increases in the 
base rate for residential, commercial and industrial water and wastewater customers.  In 
addition, residential rates were increased for solid waste customers during the fiscal 
year to provide enhanced brush collection services. 

• Capital grants and contributions increased $3,789,405 (76.90%) due primarily to 
contributions for a major exhibit at the zoo and capital grant funding for transit bus fleet 
replacements. 

• For the most part, increases in expenses closely paralleled inflation and demand for 
services.  The primary components of the increases were the across-the-board increase 
of 2.5% for upper management and 3.5% for all other employees, fuel costs, and water 
and wastewater interest expenses.   

 
Government-wide activities – Total government-wide activities for 2008 are depicted in the 
graphs below: 
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FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS 
 
Governmental funds - The focus of the City of Waco's governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources.  Such 
information is useful in assessing the City's financing requirements.  In particular, unreserved 
fund balance may serve as a useful measure of a government's net resources available for 
spending at the end of the fiscal year. 
 
At the end of the current fiscal year, the City of Waco's governmental funds reported combined 
ending fund balances of $126,823,699. Approximately 88% of this total amount 
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• $700,000 increase to purchase complete interest in the Riverbend Softball/Baseball 

Complex. 
 

• $350,000 increase for capital outlay at the Texas Ranger Headquarters Office. 
 

• $330,000 increase for Municipal Information’s cable channel studio. 
 

• $233,356 allocated increase for police department to provide funding for tasers and 
mobile data computers. 

 
• $190,000 increase for City’s assistance with housing projects. 

 
• $185,000 in increases for City’s assistance with economic development project. 

 
• $178,572 increase for capital outlay in Cameron Park. 

 
• $170,942 increase for the Monkey Run/Training Facility move. 

 
• $143,625 for increases allocated to relocating the City’s antenna system. 

 
• $119,377 in increases allocated to information technology to provide funding for a 

document imaging solution. 
 
Of this increase, $1,037,000 was from fund balance designated for capital improvements, 
$1,912,702 from fund balance reserved for encumbrances, $682,659 from fund balance 
designated for contingencies, $330,000 from increases in gross receipts taxes, $233,356 from 
increases in court fines, $190,000 from fund balance designated for housing, and $170,942 
from increases in miscellaneous revenue.   
 
Refer to the General Fund Statement of Revenues, Expenditures and Changes in Fund Balances 
- Budget and Actual on pages 27 to 34 of this report for a detailed presentation of the actual 
General Fund operations compared to both the original and final budget for fiscal year 2008. 
 
CAPITAL ASSETS 
 
The City of Waco's investment in capital assets for its governmental and business-type 
activities as of September 30, 2008, amounts to $525,590,227 (net of accumulated 
depreciation).  This investment in capital assets includes land, building, machinery and 
equipment, improvements other than buildings, infrastructure and construction work in 
progress.  Major capital asset events occurring during the current fiscal year included the 
following: 
 

• Expended approximately $20.2 million on various water, wastewater, and solid 
waste systems projects; 

 
• Capitalized $5.5 million in street and drainage expenditures and  contributions; 
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• Expended $3.6 million on Airport Improvement Program projects; 
 

• Capitalized $4.2 million for library facilities; 
 

• Expended $2.8 million on various park facility improvements; 
 

• Expended $2.5 million to replace Waco Transit bus fleet; 
 

• Expended $1.6 million on convention facility improvements; 
 

• Expended $1.5 million on ongoing Asian Forest exhibit at Cameron Park Zoo. 
 

City of Waco 
Capital Assets at Year-End 

 
      Governmental       Business-type 
          Activities                     Activities                        Totals              
 2008 2007 2008 2007 2008 2007 
 
Land $    40,712,004 39,576,424 4,081,511 3,569,278 44,793,515 43,145,702 
Buildings 27,890,410 20,833,872 53,338,354 47,890,972 81,228,764 68,724,844 
Improvements 
  other than 
  buildings 30,033,571 27,907,765 270,422,332 241,480,061 300,455,903 269,387,826 
Machinery and 
   equipment 33,139,735 31,030,001 37,458,580 34,893,465 70,598,315 65,923,466 
Museum collections -      -      1,765,557 1,667,057 1,765,557 1,667,057 
Infrastructure 240,222,357 234,291,138 -      -      240,222,357 234,291,138 
Construction work 
  in progress 5,547,442 4,815,395 68,690,491 77,304,929 74,237,933 82,120,324 
Water rights -      -      33,334,140 32,892,699 33,334,140 32,892,699 
Less: accumulated 
  depreciation (168,140,916) (158,154,299) (152,905,341) (142,233,622) (321,046,257) (300,387,921) 
 
Total capital 
  assets $   209,404,603  200,300,296  316,185,624  297,464,839  525,590,227  497,765,135 
 
Additional information on the City's capital assets can be found in Note IV on pages 59 - 61 of 
this report. 
 
DEBT ADMINISTRATION 
 
At the end of the current fiscal year, the City of Waco had total bonded debt, loans and notes 
payable, and capital lease obligations of $374,288,698.  Of this amount, $356,545,836 
represents bonded debt backed by the full faith and credit of the government, and $15,000,000 
represents a state participation loan secured by water revenues and an interest in water storage 
capacity.  The City's capitalized lease obligations of $469,757 pertain to purchases of 
telecommunications and computer equipment.  The $2,273,375 notes payable are for purchase 
of pump station and water transmission lines. 
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City of Waco 

Bonds, Notes and Capitalized Obligations Payable 
 
     Governmental      Business-type 
         Activities                 Activities                    Totals           
 2008 2007 2008 2007 2008 2007 
 
General obligation 
  certificates  $  108,457,851  111,616,400,  248,087,985 249,410,055 356,545,836 361,026,455 
State partici- 
  pation loan -      -      15,000,000 15,000,000 15,000,000 15,000,000 
Capital lease 
  obligations 469,757 547,669 -      -      469,757 547,669 
Notes payable              -                   -          2,273,375     2,326,901     2,273,375     2,326,901 
 
 $  108,927,608 112,164,069 265,361,360 266,736,956 374,288,968 378,901,025 
 
During the fiscal year, the City issued $13,875,000 in general obligation certificates of 
obligation. The proceeds will be used for various general City improvements and 
improvements to the City's water and solid waste systems.   
 
The City's combination tax and revenue certificates of obligation bond rates are listed below: 
 
  Moody's Standard 
  Investors Service and Poor's 
 
 General obligation bonds Aa3 AA- 
 
Most of the City's bonds are insured, thus holding a AAA credit rating from both Moody's and 
Standard and Poor's.  Additional information on the City of Waco's long-term debt can be 
found in Note IV on pages 65 to 69 of this report. 
 
ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

 
The general fund budget (including transfers in) for fiscal year 2009 is based on projected 
revenue growth of 5.5% compared to the original fiscal year 2008 budget.  Taxes account for 
the majority of the increase.  Property taxes, which are about 41% of general fund revenues, are 
budgeted at a 10% increase compared to the 2008 budget.  This increase reflects the net effect 
of increased valuations, annexations, and new construction.  Approximately 30% of general 
fund revenues are sales taxes.  Sales taxes have been budgeted to increase only .6% over the 
original fiscal year 2008 budget and .71% less than actual for the 2008 fiscal year due to the 
volatility of this revenue source and continuing uncertainty regarding the global economic 
climate.   
 
The 2009 budget includes a 5% salary increase for all employees.  A total of ten new positions 
were added, but due to changes in other positions the net increase was 9.21 full-time equivalent 
positions. The Texas Municipal System made significant changes in the actuarial assumptions 
and funding methodology used in calculating cities’ contribution rates for 2009.  These changes 
resulted in an approximate additional $1 million expense impact for next year. 
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Fiscal year 2009 is the first years in several years that no rate increases were included for 
residential, commercial, and industrial water and wastewater customers.  No changes in any 
water or wastewater fees were included.  Solid waste residential fees were increased $.50 per 
month effective March 1, 2008 due to the enhancement of the brush pickup program.  All 
commercial, roll-off, and landfill rates remained unchanged for 2009.   
 
Fiscal year 2009 represents the second year of the third biennial budget process.  State law and 
the City Charter allow for operating with a biennial budget while adopting an annual budget. 
 
REQUEST FOR INFORMATION 
 
The financial report is designed to provide our citizens, customers, investors and creditors with 
a general overview of the City's finances.  If you have questions about this report or need any 
additional information, contact Janice Andrews, Finance Director, at P. O. Box 2570, Waco, 
Texas 76702-2570, or call (254) 750-5758. 
 
 
 
 
 
 
 
 
 
 
 
 

 








































































































































































































































































































































































































































































































































































