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CITY OF MURPHY

March 2, 2009

Honorable Mayor and City Council
City of Murphy
Murphy, Texas

Dear Mayor and Council Members:

The Comprehensive Annual Financial Report (CAFR) of the City of Murphy, Texas, for the year
ended September 30, 2008, is submitted herewith.

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 is
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.

Conway Company CPAs, P.C. have issued an unqualified (“clean”) opinion on the City of
Murphy’s financial statements for the year ended September 30, 2008. The independent
auditor’s report is located in the beginning of the financial section of the CAFR.

This letter of transmittal is designed to compliment Management's Discussion and Analysis
(MD&A) and should be read in conjunction with it. The City’s MD&A can be found immediately
following the independent auditors’ report and provides a narrative introduction, overview and
analysis of the basic financial statements.

GENERAL INFORMATION — CITY OF MURPHY

The City of Murphy, Texas, incorporated in 1958, is located in Collin County, the northeastern
part of the Dallas-Fort Worth metroplex. It currently occupies 5.1 square miles and serves a
population of 14,500. The City of Murphy, Texas is empowered to levy a property tax on both
real and personal property located within its boundaries. It also is empowered by state statute to
extend its corporate limits by annexation, which it has done from time to time.

The City of Murphy, Texas has operated under the council-manager form of government since
February 7, 2004. Policy-making and legislative authority are vested in a governing council
(“Council”) consisting of the mayor and six other members, all elected on a non-partisan basis.
The Council appoints the government’s manager, who in turn appoints the heads of the various
departments. Council members serve three-year terms. The Mayor and Council members are
elected at large.



The City of Murphy, Texas provides a full range of service, including police and fire protection;
emergency medical services; water, sewer and refuse collection and disposal; community
development (planning and zoning;); the construction and maintenance of roadways, streets and
other infrastructure; public improvements; and parks, recreational and community activities.

The financial reporting entity (the government) includes all funds of the primary government (i.e.,
the City of Murphy as legally defined), as well as all of its component units. Component units are
legally separate entities for which the primary government is financially accountable and are not
part of the primary government’s operations. The Murphy Economic Development Corporation
and Murphy Community Development Corporation are included in the financial statements as
other governmental funds.

The 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 Murphy, Texas financial planning and
control. The budget is prepared by fund, function (e.g., public safety) and department (e.g.,
police).

ECONOMIC CONDITIONS AND OUTLOOK

The City of Murphy is located in an area that has been recognized by planners and economists
as one of the nation’s top locations for future business and industrial development. According to
U.S. Census Bureau estimates, Murphy is one of the fastest growing cities in the DFW
Metropolitan Area. Its growth from 3,099 persons in the 2000 census to its current estimated
population of 14,500 makes it a favorable location for future retail and commercial growth.

D Magazine rated Murphy “No. 7” out of 62 Dallas/Fort Worth suburbs in its July, 2008 issue.
With the construction and near completion of Murphy MarketPlace and Murphy Crossing, which
includes such businesses as Lowes, Sprouts, 24 Hour Fitness (state of art facility), several
restaurants and other small businesses, Murphy anticipates an increase in sales tax dollars.
There are several other prime real estate locations ready for development.

Standard and Poor upgraded the City of Murphy Bond Rate from an A- to A+ in August, 2008.

MAJOR INITIATIVES

For Fiscal Year 2008-2009, top priority projects for the City of Murphy include:

Issuance of first phase of bonds approved in November, 2008 (with a voter turnout of
approximately 80%) for construction of parks, streets/roads and remodeling of “The Old City Hall”

Begin construction/upgrade of several parks

Begin construction of one million gallon elevated storage tank
Complete Phase | and Il of Gables Park

Complete Master Parks Plan Update

Begin the remodeling of “The OId City Hall”



FINANCIAL INFORMATION

Accounting Procedures and Budgetary Controls

The City’s accounting records for general government are maintained on a modified accrual
basis, with revenues being recorded when available and measurable, and expenditures being
recorded when the services or goods are received and the liabilities are incurred. Accounting
records for the City’s water and sewer utility and other proprietary activities are maintained on the
accrual basis.

The budgetary process begins each year with the preparation of both current and proposed year
revenue estimates by the City’s finance director, and expenditure estimates by each City
department. Budgets are reviewed by the City Manager who makes final decisions and submits a
recommended budget to the City Council.

As part of each year's budget development process, departments are required to update
expenditure estimates for the current fiscal year. These estimates are reviewed by the City
Manger, Finance Director, and the City Council concurrent with review of the proposed budget.
This re-estimated budget may require a supplemental appropriation and, if so, such supplemental
appropriation is approved by ordinance adopted by the City Council prior to the end of the current
fiscal year.

During the course of the fiscal year, expenditure controls are maintained by each department
head with overall review exercised by the Director of Finance. Monthly departmental
expenditures are generated by an automated management accounting system and provide
expenditure totals for the most recently completed month, as well as a year-to-date total, and an
actual versus planned rate of expenditure. Major expenditure requests are approved by the City
Council when the budget is approved.

The objective of these controls is to regulate expenditures to be in accordance with the budget
and the directives of the City Council. These controls are inherently limited by the segregation of
duties of a small government.

Relevant financial policies

The City has adopted an investment policy to document the strategy of the City’s investments and
maintain an efficient cash management program. To further enhance cash management and
improve investment income the City requested proposals from banking institutions and contracted
with Wells Fargo Bank in April 2005. First Southwest Company provides additional financial
advisory services to the City

General Governmental Functions

Tax Rates: All eligible property within the City is subject to assessment, levy, and collection by
the City of a continuing, direct ad valorem tax sufficient to provide for the payment of principal and
interest on outstanding bonds within the limits prescribed by law, and the payment of operation
and maintenance costs as approved by the City Council. The City’s tax rate history as adopted
by the City Council is shown below:

Tax Rate
2004-2005 .4683
2005-2006 .4683
2006-2007 .4683
2007-2008 .4683
2008-2009 .5183



OTHER INFORMATION

Awards and Acknowledgments

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Murphy, Texas for its comprehensive annual
financial report (CAFR) for the fiscal year ended September 30, 2007. This was the fourth year
that the government has received this prestigious award. In order to be awarded a Certificate of
Achievement, the government had to publish an easily readable and efficiently organized CAFR
that satisfied both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
CAFR continues to meet the Certificate of Achievement Program'’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

Independent Audit: The City of Murphy has engaged the firm of Conway Company CPAs, P.C.
to perform the annual audit and their opinion has been included in this report. It should be noted
that the auditors included all funds in their audit, performed their audit in accordance with
generally accepted auditing standards, and stated that, in their opinion, the statements herein
present fairly, in all material respects, the financial position of the City at September 30, 2008,
and the changes in financial position and cash flows of its proprietary funds for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.

Acknowledgements

Many persons are responsible for the preparation of this report, and for the maintenance of
records upon which it is based. Appreciation is expressed to the City employees throughout the
organization, especially those employees of the Finance Department who were instrumental in
the successful completion of this report.

Our appreciation is also extended to the Mayor and City Council for providing the resources
necessary to maintain the integrity of the City’s financial affairs.

Respectfully submitted,

James Fisher
City Manager
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CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2008

As management of the City of Murphy, we offer readers of the City of Murphy's financial statements this
narrative overview and analysis of the financial activities of the City of Murphy for the fiscal year ended
September 30, 2008. We encourage readers to read the information presented here in conjunction with
additional information that we have furnished in the City's financial statements, which follow this narrative.

Financial Highlights

e The assets of the City of Murphy exceeded its liabilities at the close of the fiscal year by
$73,244,749 (net assets). Of this amount, $2,413,027 (unrestricted net assets) may be used to
meet the government's ongoing obligations to citizens and creditors.

* The government's total net assets increased by $876,113, (excluding prior period adjustments)
due to an increase in the government-type activities net assets.

 As of the close of the current fiscal year, the City of Murphy's governmental funds reported
combined ending fund balances of $4,195,114, a decrease of ($418,522) in comparison with the
prior year. Approximately 52% of this total amount, or $2,181,845, is available for spending at the
government's discretion (unrestricted fund balance)

« At the end of the current fiscal year, unreserved fund balance for the General Fund of $941,571
was 11% percent of total general fund expenditures for the fiscal year.

e« The City of Murphy's total bonded debt decreased by $1,490,000 or 5% during the current
fiscal year.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of Murphy's 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
Murphy.



CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

Required Components of Annual Financial Report

Figure 1
Management's Basic
Discussion and Financial
Analysis Statements
Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements
Summary » Detail

Basic Financial Statements

The first two statements (Pages 19 - 21) 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 (Pages 22 - 31) are Fund Financial Statements. These statements focus
on the activities of the individual parts of the City’s government. These statements provide more
detail than the government-wide statements. There are three parts to the Fund Financial
Statements: 1) the governmental funds statements; 2) the budgetary comparison statements;
and 3) 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 required by the General Statutes also can be found in this part of the
statements.



CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

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, parks and recreation, and general administration.
Property taxes and state and federal grant funds finance most of these activities. The business-
type activities are those that the City charges customers to provide. These include the utility
services offered by the City of Murphy. The final category is the component unit.

The government-wide financial statements are on pages 19, 20 and 21 of this report.
Fund Financial Statements

The fund financial statements (see pages 22 - 31) 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 Murphy, like
all other governmental entities in Texas, uses fund accounting to ensure and reflect compliance
(or non-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 Murphy can be divided into two categories:
governmental funds and proprietary funds.

Governmental Funds — Governmental funds are used to account for those functions reported as
governmental activities in the government-wide financial statements. Most of the City’'s basic
services are accounted for in governmental funds. These funds focus on how assets can readily
be converted into cash flow in and out, and what monies are left at year-end that will be available
for spending in the next year. Governmental funds are reported using an accounting method
called modified accrual accounting which provides a short-term spending focus. As a result, the
governmental fund financial statements give the reader a detailed short-term view that helps him
or her determine if there are more or less financial resources available to finance the City’s
programs. The relationship between government activities (reported in the Statement of Net
Assets and the Statement of Activities) and governmental funds is described in a reconciliation
that is a part of the fund financial statements.

The City of Murphy adopts an annual budget for its General Fund, as required by the General
Statutes. The budget is a legally adopted document that incorporates input from the citizens of
the City, the management of the City, and the decisions of the council about which services to
provide and how to pay for them. It also authorizes the City to obtain funds from identified
sources to finance these current period activities. The budgetary statement provided for the
General Fund demonstrates how well the City complied with the budget ordinance and whether or
not the City succeeded in providing the services as planned when the budget was adopted. The
budgetary comparison statement uses the GAAP basis of accounting and is presented using the
same format, language, and classifications as the legal budget document. The statement shows
four columns: 1) The original budget; 2) the final budget as amended by the council; 3) the actual
resources, charges to appropriations, and ending balances in the General Fund; and 4) the
difference or variance between the final budget and the actual resources and charges. To



CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

account for the difference between the budgetary basis of accounting and the modified accrual
basis, a reconciliation showing the differences in the reported activities is shown at the end of the
budgetary statement. The Governmental Fund financial statements can be found on pages 22-25
of this report.

Proprietary Funds — The City of Murphy has one type 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 Murphy uses enterprise funds to account for its water and sewer
activity. These funds are the same as those functions shown in the business-type activities in the
Statement of Net Assets and the Statement of Activities.

Proprietary Funds provide the same type of information as the government-wide financial
statements, only in more detail. The basic proprietary fund financial statements can be found on
pages 29 to 31 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 are on pages 32 to 48 of this report.

Other Information — In addition to the basic financial statements and accompanying notes, this
report includes certain required supplementary information concerning the City of Murphy’s
progress in funding its obligation to provide pension benefits to its employees. Required
supplementary information can be found beginning on page 51 of this report.

Government-Wide Financial Analysis

The government-wide financial statements for the fiscal year ended September 30, 2008 continue
the implementation of a new standard of financial reporting for the City of Murphy, and many
other wits of government across the United States. Prior to the year 2004, the City of Murphy
maintained their governmental and proprietary fund groups as two separate and very distinct
types of accounting without any type of consolidated statement that accurately reflected the
operations and net assets of the government as a whole. There was a total column that
appeared on the financial statements, but it was a memorandum total only. No attempt was
made to adjust the statements in such a way that the total column would represent the overall
financial condition of the City of Murphy. These statements were basically the equivalent of the
fund financial statements that appear in this report with fiduciary funds and two account groups,
the long-term debt and the general fixed assets, added in.

The changes in the financial statement reporting model are mandated by the Governmental
Accounting Standards Board (GASB). GASB Statement 34 dictated the changes you see in the
City of Murphy’s financial reports as well as those of many other units of government. While the
City of Murphy was required to implement these changes for the fiscal year ended September 30,
2004, other units were required to implement Statement 34 in 2002 and 2003.



CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

The City of Murphy's Net Assets

Figure 2
Governmental Business-Type Total Primary
Activities Activities Government
2008 2007 2008 2007 2008 2007
Current and other assets $ 4722839 $ 5,840,627 $ 3,102,797 % 3,065,470 $ 7,825,636 $ 8,906,097
Capital assets 64,371,531 63,842,291 29,408,044 30,588,683 93,779,575 94,430,974
Total assets 69,094,370 69,682,918 32,510,841 33,654,153 101,605,211 103,337,071
Long-term liabilities outstanding 26,500,410 27,828,317 510,575 634,274 27,010,985 28,462,591
Other Liabilities 625,730 1,268,065 723,747 401,430 1,349,477 1,669,495
Total liabilities 27,126,140 29,096,382 1,234,322 1,035,704 28,360,462 30,132,086
Net assets:
Invested in capital assets,
net of related debt 37,749,814 35,389,937 28,918,044 29,978,683 66,667,858 65,368,620
Restricted 1,884,281 737,265 2,279,583 - 4,163,864 737,265
Unrestricted 2,334,135 4,459,334 78,892 2,639,766 2,413,027 7,099,100
Total net assets $ 41,968,230 $ 40,586,536 $ 31,276,519 $ 32,618,449 $ 73,244,749 $ 73,204,985

As noted earlier, net assets may serve over time as one useful indicator of a government's financial condition. The
net assets of the City of Murphy exceeded liabilities by $73,244,749 as of September 30, 2008. The City's net
assets increased by $876,113 excluding prior period adjustments, for the fiscal year ended September 30, 2008.
However, a large portion, 91.02%, reflects the City's investment in capital assets (e.g. land, buildings, machinery
and equipment) less any related debt still outstanding that was issued to acquire those items. The City of
Murphy uses these capital assets to provide services to citizens; consequently, these assets are not available
for future spending. Although the City of Murphy's investment in its capital assets is reported net of the
outstanding related debt, the resources needed to repay that debt must be provided by other sources, since the
capital assets cannot be used to liquidate these liabilities. An additional portion of the City of Murphy's net
assets, 5.68%, represents resources that are subject to external restrictions on how they may be used.
The remaining balance of $2,413,027 is unrestricted.

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

« Property taxes increased 14% from the previous yeatr.
¢ Sales taxes increased 6% from the previous year.

« Franchise fees increased 11% from the previous year.



CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

The City of Murphy's Changes in Net Assets

Figure 3
Governmental Business
Activities Activities Total
2008 2007 2008 2007 2008 2007
REVENUE:
Program Revenues:
Charge for Services $ 1,209,876 $ 1,343,220 $ 5,884,321 $ 5,239,554 $ 7,094,197 $ 6,582,774
Grants and contributions 314,042 457,380 - 84,276 314,042 541,656
General Revenues:
Property Taxes including P&l 6,229,450 5,486,728 - - 6,229,450 5,486,728
Franchise Fees 666,481 600,950 - - 666,481 600,950
Fines and Forfeitures 576,373 688,528 - - 576,373 688,528
Sales Tax Collected 1,237,613 1,170,553 - - 1,237,613 1,170,553
Licenses and Permits 848,234 1,054,823 - - 848,234 1,054,823
Investment Income 173,235 341,766 68,216 145,512 241,451 487,278
Donations 1,302,523 - 197,967 - 1,500,490 -
Miscellaneous 157,314 154,666 13,163 - 170,477 154,666
Total Revenues 12,715,141 11,298,614 6,163,667 5,469,342 18,878,808 16,767,956
EXPENSES:
Program Expenses:
General Government 2,831,983 3,237,678 - - 2,831,983 3,237,678
Public Safety 4,324,267 4,274,898 - - 4,324,267 4,274,898
Public Works 999,560 490,453 - - 999,560 490,453
Public Services and Operations 708,362 677,551 - - 708,362 677,551
Parks and Recreation 917,352 1,881,564 - - 917,352 1,881,564
Interest and Fiscal Agent Fees 1,281,977 1,260,131 - - 1,281,977 1,260,131
Economic Development 416,901 255,631 - - 416,901 255,631
Community Development 293,800 134,794 - - 293,800 134,794
Environmental Waste Services 603,612 629,528 - - 603,612 629,528
Water and Sewer - - 5,034,881 4,859,805 5,034,881 4,859,805
Total Expenses 12,377,814 12,842,228 5,034,881 4,859,805 17,412,695 17,702,033
Increase in Net Assets before Transfers
and Extraordinary expense 337,327 (1,543,614) 1,128,786 609,537 1,466,113 (934,077)
Transfers 1,289,005 850,000 (1,289,005) (850,000) - -
Extraordinary expense (590,000) - - - (590,000) -
Increase in Net Assets 1,036,332 (693,614) (160,219) (240,463) 876,113 (934,077)
Net Assets, October 1 40,586,536 41,280,150 32,618,449 32,858,912 73,204,985 74,139,062
Prior Period Adjustments 345,362 - (1,181,711) - (836,349) -
Net Assets, September 30 $41,968,230 $40,586,536  $31,276,519 $32,618,449 $73,244,749 $73,204,985
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CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

Governmental-type activities - The General Fund increased the City's net assets by
$1,036,332, excluding prior period adjustments. Key elements of this increase are as follows:

Property tax revenues increased by 14%.

Sales tax revenues increased by 6%.

Expenses and Program Revenues - Governmental Activities

(amounts expressed in thousands)
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CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

Business-type Activities - Proprietary fund activities decreased the City of Murphy's net
assets by ($160,219), excluding prior period adjustments. A key element of this decrease is

as follows:

Water and Sewer revenues were 13% less than the budgeted amount.

Expenses and Program Revenues - Business Activities

(amounts expressed in thousands)
/Iépenses I Program Revenues

Revenues By Source - Business Activities

Se/ EXtraorainary
Charges for Services Revenue

7 >
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CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

Financial Analysis of the City's Funds

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

Governmental Funds - The focus of the City of Murphy'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 Murphy'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 Murphy. At the end of the current fiscal year,
unreserved fund balance of the General Fund was $941,571. As a measure of the General Fund's liquidity, it
it may be useful to compare the unreserved fund balance to total fund expenditures. Unreserved fund
balance represents 11% of total General Fund expenditures.

At September 30, 2008, the governmental funds of the City of Murphy reported a combined fund balance
of $4,195,114, an 8.73% decrease over last year. The City reserved $1,305,645 during the year ended
September 30, 2008. $336,726 of this amount is for capital outlays. This affects the availability of fund
resources for future use.

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.

Revenues were slightly less than the budgeted amounts mainly in the areas of sales taxes and fine
revenue. However, expenditures were generally in line with budgeted amounts.

Proprietary Funds - The City of Murphy's proprietary funds provide the same type of information found

in the government-wide statements but in more detail. Unrestricted net assets of the Utility Fund at the end
of the fiscal year amounted to $78,892 and $28,918,044 invested in net assets less related debt.

13



CITY OF MURPHY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

Capital assets - The City of Murphy's investment in capital assets for its governmental and business-
type activities as of September 30, 2008, totals $93,779,575 (net of accumulated depreciation). This
investment in capital assets includes buildings, roads and bridges, land, machinery and equipment.

Major capital asset events during the current fiscal year included the following:

« Infrastructure in the amount of $720,649 was donated to the City by developers.
« Right of ways in the amount of $758,438 were donated to the City by developers.

Figure 4

City of Murphy
Capital Assets
As of September 30, 2008
(net of depreciation)

Governmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007
Land $ 8,147,189 $ 6474683 $ -3 - $ 8,147,189 $ 6,474,683
Buildings 19,293,879 20,143,924 29,155,737 30,364,178 48,449,616 50,508,102
Infrastructure 36,359,770 36,401,019 - - 36,359,770 36,401,019
Machinery & Equipment 570,693 822,665 252,307 224,505 823,000 1,047,170
Total $ 64,371,531 $ 63,842,291 $ 29,408,044 $ 30,588,683 $ 93,779,575 $ 94,430,974

More detailed information about the City's capital assets is presented in Note F to the financial
statements on pages 40 and 41.

Long-term Debt - As of September 30, 2008, the City of Murphy had total long-term debt outstanding of
$26,775,000. This debt represents bonds secured solely by specified revenue sources (i.e., revenue
bonds).

City of Murphy
Outstanding Bonds
As of September 30, 2008

Governmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007

General Obligation Bonds

and Certificates of Obligation ~ $ 25,750,000 $ 26,975,000 $ - $ - $ 25,750,000 $ 26,975,000
(backed by tax revenues and

net Water/Sewer revenues

Refunding Bonds 535,000 680,000 - - 535,000 680,000
(backed by tax revenues)
Revenue Bonds - - 490,000 610,000 490,000 610,000
(backed by Water/Sewer
revenues)
Total $ 26,285,000 $ 27,655,000 $ 490,000 $ 610,000 $ 26,775,000 $ 28,265,000

The City of Murphy's bonded debt decreased by $1,490,000 (5.27%) during the past fiscal year.

More detailed information about the City's long-term liabilities is presented in Note G to the financial
statements. 14



CITY OF MURPHY, TEXAS
MANAGMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2008

Economic Factors and Next Year's Budgets and Rates
The FY 08-09 budget incorporates an increase in the property tax rate to $0.5183 per $100 valuation.

The 2009 budget will raise more total property taxes than last year's budget by $1,312,700, 21.8%, and of
that amount $422,449 is tax revenue to be raised from new property added to the roll this year.

The City's General Fund budget for revenues increased 12% from the previous fiscal year. Sales tax
revenues continue to increase in new commercial and retail development.

The City staff is not requesting any pay increase in the next fiscal year with the exception of some pay
equity and leadership changes within the public safety departments.

The proprietary fund has budgeted a decrease of 20.4% in utility revenues for the 2009 budget in comparison
with the budget for the year 2008. Expenditures for the proprietary fund for the 2009 budget have also been
decreased in comparison with the 2008 budget by 30.8%, a decrease of $3,530,700.

Requests for Information
This report is designed to provide a general overview of the City's finances for those with an interest in the
government's finances. Questions concerning any of the information provided in this report or requests for

additional financial information should be addressed to the City of Murphy, Finance Department, 206 N.
Murphy Rd., Murphy, TX 75094.
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CITY OF MURPHY, TEXAS
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008

ASSETS
Cash and Cash Equivalents
Receivables (net of allow for
uncollectibles)
Restricted Assets:
Cash and Cash Equivalents
Prepaid Expense

Capital Assets not being depreciated:

Land

Capital Assets net of accumulated

depreciation:
Infrastructure

Buildings and Improvements
Machinery and Equipment

Total Assets

LIABILITIES
Accounts Payable
Accrued Expenses
Accrued Interest Payable
Customer Deposits
Deferred Revenues
Other Liabilities
Noncurrent Liabilities:

Due within one year:
Compensated Absences
Bonds Payable

Due in more than one year:
Compensated Absences
Bonds Payable

Total Liabilities

NET ASSETS

Investment in capital assets, net of

related debt
Restricted for:

Debt Service

Use of Impact fees

Court technology

Capital Outlay
Unrestricted (deficit)

Total Net Assets

The notes to the financial statements are an integral part of these financial statements.

Primary Government

Governmental Business-type

Activities Activities Total
$ 2935058 $ 887,866 $ 3,822,924
504,065 632,584 1,136,649
1,269,898 1,582,347 2,852,245
13,818 - 13,818
8,147,189 - 8,147,189
36,359,770 29,155,737 65,515,507
19,293,879 - 19,293,879
570,693 252,307 823,000
69,094,370 32,510,841 101,605,211
319,497 178,198 497,695
189,656 188,787 378,443
98,005 11,449 109,454
- 312,301 312,301
- 32,578 32,578
18,572 434 19,006
38,934 5,818 44,752
1,455,000 215,000 1,670,000
176,476 14,757 191,233
24,830,000 275,000 25,105,000
27,126,140 1,234,322 28,360,462
37,749,814 28,918,044 66,667,858
1,455,000 215,000 1,670,000
- 2,064,583 2,064,583
92,557 - 92,557
336,724 - 336,724
2,334,135 78,892 2,413,027
$ 41,968,230 $ 31,276,519 $ 73,244,749
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CITY OF MURPHY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Function/Program Activities
Primary Government
Governmental Activities:
General Government $ 2,831,983 $ 600,040 $ - % 129,649
Public Safety 4,324,267 16,166 33,554 138,839
Public services and operations 708,362 - - 12,000
Parks and recreation 917,352 29,398 - -
Public works 999,560 1,285,992 - -
Sanitation Services 603,612 704,378 - -
Community Development 293,800 - - -
Economic Development 416,901 - - -
Interest on Long-Term Debt 1,281,977 - - -
Total governmental activities 12,377,814 2,635,974 33,554 280,488
Business-type Activities:
Water and sewer 5,034,881 5,884,321 - -
Total business-type activities 5,034,881 5,884,321 - -
Total primary government 17,412,695 8,520,295 33,554 280,488

General revenues:
Property taxes
Sales taxes
Franchise fees
Investment income
Donations
Miscellaneous
Extraordinary Revenue(Expense)
Transfers
Total general revenues and transfers
Change in net assets
Net assets - beginning
Prior Period Adjustment
Net assets - ending

The notes to the financial statements are an integral part of these financial statements.
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Net (Expense) Revenue
and Changes in Net Assets

Primary Government

Governmental Business
Activities Activities Total
$ (2,102,294) $ - $ (2,102,294)
(4,135,708) - (4,135,708)
(696,362) - (696,362)
(887,954) - (887,954)
286,432 - 286,432
100,766 - 100,766
(293,800) - (293,800)
(416,901) - (416,901)
(1,281,977) - (1,281,977)
(9,427,798) - (9,427,798)
- 849,440 849,440
- 849,440 849,440
(9,427,798) 849,440 (8,578,358)
6,229,450 - 6,229,450
1,237,613 - 1,237,613
666,481 - 666,481
173,235 68,216 241,451
1,302,523 197,967 1,500,490
155,823 13,163 168,986
(590,000) - (590,000)
1,289,005 (1,289,005) -
10,464,130 (1,009,659) 9,454,471
1,036,332 (160,219) 876,113
40,586,536 32,618,449 73,204,985
345,362 (1,181,711) (836,349)
$ 41,968,230 $ 31,276,519 $ 73,244,749

The notes to the financial statements are an integral part of these financial statements.
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CITY OF MURPHY, TEXAS
BALANCE SHEET - GOVERNMENT FUNDS
SEPTEMBER 30, 2008

Debt Capital Other
General Service Projects Governmental
Fund Fund Fund Funds Total

ASSETS
Cash and Investments $ 1,085,028 $ - $ 555059 $ 1,294,971 $ 2,935,058
Receivables (net of allowances for uncollectibles) 319,494 46,575 6,717 131,278 504,064
Prepaid Expenses 13,818 - - - 13,818
Cash - restricted 103,387 829,787 336,724 - 1,269,898
Total Assets 1,521,727 876,362 898,500 1,426,249 4,722,838
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts Payable 281,265 - 15,037 22,550 318,852
Accrued Expenses 187,118 - - 2,538 189,656
Other Liabilities 19,216 - - - 19,216

Total Liabilities 487,599 - 15,037 25,088 527,724
FUND BALANCES
Reserved for:

Debt Service - 876,362 - - 876,362

Court technology 92,557 - - - 92,557

Capital Improvements - - 336,726 - 336,726
Unreserved, designated for, reported in:

Capital Improvements - - 546,737 - 546,737

Promotional expenses - - - 160,887 160,887
Unreserved-Undesignated 941,571 - - 1,240,274 2,181,845

Total Fund Balances 1,034,128 876,362 883,463 1,401,161 4,195,114

Total Liabilities and Fund Balances $ 1,521,727 $ 876,362 $ 898,500 $ 1,426,249 $ 4,722,838

The notes to the financial statements are an integral part of these financial statements.
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