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In developing and maintaining the City’s accounting system, consideration is given to the adequacy of the 
internal control structure.  Internal accounting controls are designed to provide reasonable, but not absolute, 
assurance regarding: (1) the safeguarding of assets against loss from unauthorized use or disposition; and (2) the 
reliability of financial records for preparing financial statements and maintaining accountability of assets.  The 
concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to 
be derived; and (2) the evaluation of costs and benefits requires estimates and judgments by management. 
 
All internal control evaluations occur within the above framework.  We believe that the City’s internal controls 
adequately safeguard assets and provide reasonable assurance of proper recording of financial transactions. 
 
The annual budget serves as the foundation of the City’s financial planning and control.  The City Charter 
provides that the City Council shall adopt the annual budget prepared by the City Administrator.  The proposed 
budget must be submitted to the City Secretary no later than August 1st with the adoption taking place no later 
than September 23rd.  The City Administrator 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.   
 
Budgetary control has been established at the departmental level.  Financial reports are produced showing 
budget and actual expenditures by line item, and are distributed monthly to the departmental management and to 
others upon request. 
 
Individual line items are reviewed and analyzed for budgetary compliance.  Personnel expenditures are 
monitored and controlled at a position level and capital expenditures are monitored and controlled item by item.  
Revenue budgets are reviewed monthly.     
 
Budget-to-actual comparisons are provided in this report for the General Fund on pages 16 – 18.   
 
Long Range Planning/Financial Management.  Users of this document, as well as others interested in the 
programs and services offered by the City of Stephenville, are encouraged to read the City’s Fiscal Year 2007 –2008 
Budget. The document details the City’s long-term goals and financial policies, describes program accomplishments 
and initiatives, and outlines the City’s capital improvement program.  Also available for reference is the City of 
Stephenville’s Comprehensive Plan, which was adopted in 2006, and maps out the City’s future strategies. 
 
The City’s ability to respond to ongoing economic challenges will require careful long-range planning.  The 
City has responded by fiscal conservatism and implementing operating budget efficiencies that have resulted in 
its maintaining healthy fund balances in its General Fund and water/wastewater funds.  
 
Debt Management.  The City has been funding its capital program from current revenues and surplus working 
capital since 1996. 
 
Cash Management.  The City utilizes its bank depository contract and its investment policy in the management 
of all cash.  Under the bank depository contract, the City operating account earns the bank’s public fund interest 
rate.  During the fiscal year ended September 30, 2007, the average rate on the operating account balances was 
5.40 percent.  The City’s investment policy embraces current state regulations on the investment of public funds 
and authorizes the City to invest in certificates of deposits from the bank depository, direct obligations of the 
United States Government, obligations of an agency of the United States Government and local government 
investment pools.  The combination of these investment vehicles provided a weighted average return of 5.16 
percent over the fiscal year.  The City requires that all deposits be collateralized with securities held in joint 
accounts at First Financial Bank of Stephenville. Collateral is monitored monthly to ensure that the market value 
of the pledged securities equals or exceeds the related deposit or investment balance. Investments are always 
executed delivery-versus-payment method.  That is, funds are not wired or paid until verification has been made 
that the correct security has been received.  Securities are held on behalf of the City by the City’s agent.  All 
collateral shall be subject to verification and audit by the Finance Director and the City’s independent auditors. 
 



 
NONMAJOR GOVERNMENTAL FUNDS 

 
 
 

Special Revenue Funds are used to account for specific revenue that is legally 
restricted to expenditures for particular purposes. 
 

Hotel/Motel Occupancy Tax – This fund is used to account for hotel/motel 
occupancy tax revenue to be used for enhancing and promoting tourism and 
convention activity for the benefit of the hotel industry. 
 
Child Safety – This fund is used to account for court costs used to operate a 
City school crossing guard program, or programs designated to enhance child 
safety, health, or nutrition; including child abuse prevention and intervention 
and drug and alcohol abuse prevention. 
 
Public Safety  – This fund is used to account for court costs used to promote 
various public safety programs. 
 

 
The Debt Service Fund is used to account for the accumulation of resources and 
payment of general obligation bond principal and interest from governmental 
resources. 
 
 

 



 
NONMAJOR ENTERPRISE FUNDS 

 
 

Enterprise Funds are used to account for operations that are financed and operated in 
a manner similar to private business enterprises – where the intent is that the costs of 
providing goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges; or where the City has decided that periodic 
determination of net income is appropriate for accountability purposes. 
 

Sanitary Landfill  – This fund is used to account for solid waste collection 
and disposal services provided to the residents of the City. 
 
 
Airport – This fund is used to account for municipal airport services and to 
support air transportation and charter services. 
 
 
Storm Water Drainage – This fund is used to account for revenues collected 
and project costs for mitigating storm water drainage problems throughout the 
City. 

 
 
 
  

 



FIDUCIARY FUNDS 
 

 
Agency funds are used to account for assets held by the City as an agent for 
individuals, private organizations, other governments and/or other funds. 
 

 
Senior Citizens – This fund is used to account for assets held for the benefit of 
a citizens’ group. 

 



STATISTICAL SECTION 
 

 
This part of the City of Stephenville, Texas’ comprehensive annual financial report 
presents detailed information as a context for understanding what the information in the 
financial statements, note disclosures, and required supplementary information says about 
the City’s overall financial health. 
 
 
Contents Page 

 
Financial Trends 57 
 These schedules contain trend information to help the reader 

understand how the City’s financial performance and well-being have 
changed over time. 

 
Revenue Capacity 63 
 These schedules contain information to help the reader assess the City’s 

most significant local revenue sources.  Although sales taxes are the 
City’s most significant local revenue source, information about revenue 
base is unavailable and information about principal revenue payers is 
confidential under Texas statutes.  Trend information about sales tax 
revenues is provided in Table 2.  Additionally, information about the 
City’s second most significant local revenue source, the property tax, is 
provided. 

 
Debt Capacity 67 
 These schedules present information to help the reader assess the 

affordability of the City’s current levels of outstanding debt and the 
City’s ability to issue additional debt in the future. 

 
Demographic and Economic Information 72 
 These schedules offer demographic and economic indicators to help 

the reader understand the environment within which the City’s 
financial activities take place. 

 
Operating Information 74 
 These schedules contain service and infrastructure data to help the reader 

understand how the information in the City’s financial report relates to 
the services the City provides and the activities it performs. 

 
 
 
Sources: Unless otherwise noted, the information in these schedules is derived from the 

comprehensive annual financial reports for the relevant year. 
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