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INDEPENDENT AUDITOR’S REPORT

City Coungil

City of Shenandoah, Texas
29955 1-45

Shenandoah, Texas 77381

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 Shenandoah, Texas (City), as of and for the year ended September 30, 2009,
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's 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, 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
Shenandoah, Texas, as of September 30, 2009, and the respective changes in financial position and, where
applicable, cash flows 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 budgetary comparison information noted in the table of
contents are not a required part of the basic financial statements but are supplementary information required
by accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.

RFeneford, Lynck. Sellane & Ronbtian:, P. L.
HEREFORD, LYNCH, SELLARS & KIRKHAM, P.C.
Certified Public Accountants

Conroe, Texas
March 12, 2010
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(Unaudited)

This section of the City of Shenandoah, Texas (the City) Annual Financial Report presents our discussion
and analysis of the City's financial performance during the fiscal year ended September 30, 2009, Please
read it in conjunction with the City's financial statements, which follow this sectign.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to City of Shenandoah's basic
financial statements. Beginning in fiscal year 2004, the City began presenting its basic financial
statements under a new reporting model established by the Governmental Accounting Standards Board’s

(GASB's) Statement No. 34. The basic financial statements include two kinds of statements that present
different views of the City:

» The first two statements are government-wide financial

Statements that provide both long-term and short-term the City’s Annual Financial Report
information about the City’s overall financial status.
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Figure A-2. Major Fentures of the City's Government-wide and Fund Financial Statements Figure A-2 summarizes
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Government-wide Financial Statements

The government-wide statements report information about the City as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the
government's assets and liabilities. All of the current year's revenues and expenses are accounted for in
the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City's net assets and how they have changed. Net
assets—the difference between the City’s assets and liabilities—is one way to measure the City's
financial health or position. .

» Over time, increases or decreases in the City's net assets are an indicator of whether its financial
health is improving or deteriorating, respectively.

* To assess the overall health of the City, one needs to consider additional nonfinancial factors such
as changes in the City's tax base.

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
fype activities). The governmental activities of the City include general government, public safety, public

works, community development, and interest on long-term debt. The business-type activities of the City
include its Water & Sewer operations. :

The government-wide financial statements include not only the City itself (known as the primary
government), but also the legally separate entity, Shenandoah Industrial Development Corporation
{SIDC), for which the City is financially accountable. Financial information for this component unit is
reported separately from the financial information presented for the primary government itself.

See the table of contents in the front of this report to find the government-wide financial statements.



Fund Financial Statements

The fund financial statements provide more detailed information about the City's most significant funds—
not the City as a whole. Funds are accounting devices that the City uses to keep track of specific sources
of funding and spending for particular purposes.

Some funds are required by State law and by bond covenants.

The City Council establishes other funds to control and manage money for particular purposes or to
show that it is properly using certain taxes and grants.

The City has the following kinds of funds:

Governmental funds—WMost of the City's basic services are included in governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and
out and (2) the balances left at year-end that are available for spending. Consequently, the
governmental fund statements provide a detailed short-ferm view that helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the City’s
programs. Because this information does not encompass the additional lang-term focus of the
government-wide statements, we provide additional information on the page subsequent to the
governmental funds statement that explains the relationship (or differences) between the
governmental fund and government-wide statements. See the table of contents of this report to find
the governmental fund financial statements.

Proprietary funds—Services for which the City charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long-term
and short-term financial information. See the table of contents in the front of this report to find the
proprietary fund financial statements.

Notes fo Financial Statements—The notes to the financial statements provide additional
information that is essential to a full understanding of the data provided in the government-wide
and fund financial statements. See the table of contents in the front of this report to find the notes
to the financial statements.

Other Information—In addition to basic financial statements, this MD&A, and accompanying
notes, this report also presents certain Required Supplementary Information (RSI). The RS| that
GASB Statement No. 34 requires includes a budgetary comparison schedule for the general fund.
See the table of contents in the front of this report to find RSI,

FINANCIAL HIGHLIGHTS

The assets of the City exceeded its liabilities at the close of the fiscal year by $20,562,668 (net
assets). Of this amount, $266,999 is restricted for specific purposes. As required by GASB
Statement No. 34, net assets also reflect $18,235,561 that is invested in capital assets, net of
related debt. :

During the year, the City's expenses were $330,864 more than the $8,561,396 generated in taxes
and other revenues for governmental activities.

The General Fund reported a fund balance this year of $2,616,975, all of which was unreserved
and undesignated. This amount equals 33% of General Fund expenditures.



= The City issued general improvement honds in the amount of $6,395,000 and ceriificates of
obligation in the amount of $2,405,000 for the year ending September 30, 2009.

* The overall financial position of the City has improved as noted by the aggregate increase in fund
balance of $417,328. '

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net assets. The City's combined net assets were $20,502,668 at September 30, 2008, which,. is a
decrease from the prior year. (See Table A-1).

Table A-1
Net Assets
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total
2009 2009 2009 2008 2008 2008
Current and ]

Other Assets § 17707453 5§ 811824 § 18,619,377 § 17,002373 35 1,585,196 $ 18,587,569
Capital Assets 20,881,871 10,707,594 31,589,465 14,255,286 9,767,505 24,022,791

Total Assets 38,589,324 11,619,518 50,208,842 31,257,659 11,352,701 42,610,360
Long-Term

Liabilites Outstanding 27,747,825 24,676 27,772,501 18,788,138 18,121 19,806,259
Other Liabilites 1,773,570 160,103 1,933,673 1,549,535 195,424 1,744,959

Total Liabilities 29,521,385 184,779 29,706,174 21,337,673 213,545 21,551,218
Net Assets:

Invested in Capital Assets,

Net of Related Debt 7,527,967 10,707,594 18,235,561 4,862,868 8,767,505 14,630,373
Restricted 266,959 - 266,999 420,912 - 420,912
Unrestricted 1,272,963 727,145 2,000,108 4,636,206 1,371,650 6,007,856

Total Net Assets $ I 9,067,929 5 11,434,739 % 20,502,668 % 9,919,986 % 11,139155 § 21,059,141

The City's total assets of $50,208,842 are largely comprised of capital assets net of related debt of
$31,589,465, or 63%. Histerically, infrastructure (roads, bridges, signs, etc.} has not been included in
capital asset reporting of governmental activities; howaever, GASB Statement No. 34 requires that all
capital assets, including infrastructure, be reported in the government-wide statements. Capital assets
are non-liquid assets and cannot be utilized to satisfy City obligations.

Long-term liabilities of $27,772,501 comprise the largest portion of the City's total liabilities of
329,706,174 at 93%. Of total [ong-term liabilities, $1,255,138 is due within one year, with the remainder
526,517,362 being due over a period of time greater than one year. A more in-depth discussion of long-
term debt can be found in the notes to the financial statements.

Approximately 1%, or $266,999, of the City's net assets represents restricted net assets. These
resources are subject to external restrictions on how they may be used. Restrictions include statutory

requirements, bond covenants, and granting conditions. The City of Shenandoah's restricted net assets
are restricted to service its debt.



Changes in net assets. The City's combined changes in net assets were ($919,789) at September 30,

2009. (See Table A-2).

Table A-2
Change in Net Assetls
Govern Business- Govern Business-
mental Type mental Type
Activities Activities Total Activities Activities Total
2008 2009 2009 2008 2008 2008
REVENUES
Program Revenues:
Charges for Services 5 723,366 % 1,162,752 $ 1,886,118 § 957,332 % 1,249370 § 2,206,702
Operating Granis
and Contributions 318,737 - 318,737 236,835 - 236,835
General Revenues:

Property Taxes 1,575,460 - 1,575,460 1,480,859 - 1,489,859

Sales Taxes 4,331,944 - 4,331,944 4,351,253 - 4,351,253

Franchise, Local,

and Other Taxes 995,650 - 995,650 906,068 - 806,068

Intergovernmental 17,323 - 17,323 1,609,814 - 1,609,814

Investment Earnings 169,354 14,224 183,578 378,813 - 378,813

Other 429,562 (5,262) 424,300 69,979 71,339 141,318
Total Revenues 8,561,396 1,171,714 9,733,110 9,999,953 1,320,709 11,320,662
EXPENSES
Governmental Activilies:

General Government 1,899,783 - 1,899,783 1,916,746 - 1,516,746

Public Safety 3,127,379 - 3,127,379 3,486,324 - 3,486,324

Public Works 1,946,894 - 1,946,894 1,813,820 - 1,813,820

Community Development 917,31 - 917,321 914,532 - 914,532

Interast and Fiscal Charges 1,000,883 - 1,000,883 78,856 - 678,850

Total Governmental '
Activities 8,892,260 - 8,892,260 8,910,278 - 8,910,278
Business Type Aclivities:
Water and Sewer - 1,760,639 1,760,639 - 1,929,744 1,929,744
Total Business Type
Activities - 1,760,639 1,760,639 - 1,929,744 1,929,744
Total Expenses 8,892,260 1,760,639 10,652,899 8,910,278 1,929,744 10,840,022
Excess {Deficlency)

Before Transfers (330,864) {588,925) {919,780) 1,089,675 (608,035) 480,640
Transfers In (Out) (884,509) ‘884,509 - (B891,200) 891,200 -
Change in Net Assets {1,215,373) 295,584 {919,789) 198,475 282,165 ABD,640
Net Assets - Beginning 9,518,986 11,139,155 21,059,141 9,434,234 10,741,860 20,176,094
Prior Period Adjustment 363,316 - 363,316 287,278 115,130 402,408

Net Assets - Ending $ 9,067,920 5 11,434,733 § 20,502,668 § 9,919,987 § 11,139,155 § 21,059,142

Governmental Activities

The City's total revenues were $8,561,396 from all governmental activities. A significant portion,
$4,331,944 or 51%, of the City's revenue comes from sales taxes. Property tax revenue accounts for
$1,575,480, or 18%; and charges for services include $723,366, or 8% of total revenue for governmental

activities. (See Figure A-3.)



The total cost of all governmental programs and services was $8,892,260. The public safety function
accounted for $3,127,379, or 35% of this total. (See Figure A-4)

Figure A-3
Revenues by Source - Governmental Activities
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Program revenues of $1,042,103 are comprised in large part (55%) by general government's revenues of
$568,548. The public safety function makes up 1% of program revenues at $12,540; the public works
function 10% at $108,760 and the Community Development function 3% at $33,518. As expected,
general revenues provided the required support and coverage for additional expense.

The governmental activities showed a decrease in net assets over the prior year which is attributable to
an increase in general government, public safety, and interest and fiscal charge expenses.

Business-type Activities

Business-type activities are financed in whole or part by fees charged to external users for goods or
services. They are reported in the enterprise fund. Business-type activities increased the City's net
assets by $295,5684. Revenue can be reported as program revenue or general revenue; all revenues are
general unless they are required to be reported as program revenues, There are two categories under
which program revenues can be reported. The first is charges for services, which includes revenues
attributable to a specific program because they result from exchange-like transactions or other events,
such as charges to customers. Charges for services reduce the net cost of the program financed from
general revenues. The second is program-specific grants and coniributions, which are not generated by
the program, and generally the grantor is not the beneficiary of the goods, services, or privileges
provided. Charges for service were $1,162,752, and program expenses were $1,760,639.

At the end of the current year, the City is able to report positive balances in all categories of net assets,
both for the government as a whole, as well as for its governmental and business-type activities
separaiely.

FINANCIAL ANALYSIS OF THE CITY'S FUNDS
Governmental Funds

The focus of the City'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.

The general fund is the chief operating fund of the City. At the end of the current year, unreserved,
undesignated fund balance of the general fund was $2,177,858. The fund balance of the City's general
fund decreased by $2,055,154 during the current fiscal year. Key factors in this decline are as follows:

» Decrease in intergovernmental revenuss

= Increase in capital outlay expenditures
The fund balance of the SIDC decreased by $680,211. This is largely due to expansion projects.
Proprietary Funds

The City's proprietary funds provide the same type of information found in the government-wide financial
statements, hut in mare detail.

Unrestﬁcted het'assets of the Water and Sewer Fund at the end of the year amounted to $727,145. The
total increase in net assets of $295,584 was largely due to water and sewer charges of $635,047 and
$470,786 respectively.

General Fund Budgetary Highlights

Over the course of the year, the City revised its budget one time. Actual expenditures are $1,314,217
over the final budgeted amounts, largely due to capital purchases that were not budgeted for.



Resources available were $652,277 below the final budgeted amount. This is due largely to the fact that
intergovernmental revenues and sales tax revenues were less than budgeted.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of 2008, the City had invested $31,589,465 in a broad ran

equipment, buildings, and infrastructure. (See Table A-3.}

Land

Construction in Progress
{nfrastructure

Buildings & Improvements
Furniture & Equipment
Water & Sewer System
Totals

Accumulated Depreciation
Net Capital Assets

ge of capital assets, including land,

Table A-3
Capital Assets
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total
2008 2009 2008 2008 2008 2008
3 4,668,440 & 1,506,800 6,175,240 % 3,037,601 § 1,506,800 § 4,544,401
4,210,488 1,380,069 5,590,557 - - -
13,940,831 - 13,940,831 12,513,289 - 12,513,289
3,253,237 - 3,253,237 3,253,237 - 3,253,237
1,797,072 436,829 2,233,901 1,617,477 399,364 2,016,841
- 18,004,616 18,004,616 - 18,004,616 18,004,616
27,870,068 21,328,314 49,198,382 20,421,604 19,910,780 40,332,384
. (5,988,197) (10,620,720) (17,608,917} (6,166,318) (10,143,275) {16,309,593)
$ 20881871 § 10,707,594 $ 31,589,465 % 14,265,286 §

9,767,505 § 24,022,751

More detailed information about the City's capital assets is presented in Note E of the basic financial

statements.

Long-Term Debt

At year-end the City had $27,772,501 in long-term debt outstanding as shown in Table A-4. More
detailed information about the City's debt is presented in Note G of the basic financial statements.

Bonds Payable

Certificates of Obligation
General Improvement Bonds
Premiums

Discounts

Compensated Absences

Net Pension Obligation

Total Long-Term Debt

Table A-4
Long-Term Debt

Governmental Business-type Governmental Business-type )

Activities Activities Total Activities Activities Total
2009 2009 2009 2008 2008 2008

% 685,000 % - & 685000 & 900,000 3 - 5 800,000

14,780,000 - 14,780,000 13,065,000 - 13,065,000

12,055,000 - 12,055,000 5,660,000 - 5,660,000

55,977 - 55,977 8,058 - 8,059

{10,801) - (10,801} {11,253) - (11,253)

149,934 20,344 170,278 166,332 18,121 184,453

32,715 4,332 37,047 - - -

$ 27,747 B25 & 24,676 & 27,772,501 §$ 19,788,138 $ 18,121 % 19,806,259

10



ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

» Appraised value used for the 2010 budget preparation is $505,290,810, an 11% increase from
2009. The ad valorem tax rate decreased slightly to 0.3282 per $100; however, the increased

appraised value of property in the area is expected to lead to an increase in properly tax revenues
in 2010.

= Sales tax revenues are projected to be $4,362,032 in 2010. Overall revenues are projected fo
increase approximately 10%.

= General operating fund spending decreases in the 2010 budget from $7,829,109 to $7,058,595.
This is a 10% decrease.

If these estimates are realized, the City's budgetary general fund balance is not expected to change
appreciably by the close of 2010.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a general overview of the City's finances and to demonstrate the City’s accountability for the money it

receives. If you have questions about this report or need additional financial information, contact the
City's Finance Department.

11
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CITY OF SHENANDOAH
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2009

ASSETS

Cash and cash equivalents

Investments

Receivables, net of allowance for uncollectibles

Internal balances

Deferred charges

Non-depreciable capital assets

Capital assets, net of accumulated depreciation
Total assets

LIABILITIES
Unpresented checks
Accounts payable and other current liabilities
Customer deposits
Accrued interest payable
Accrued liabilities
Noncurrent liabllities

Due within one year

Due in more than one year

Tolal liahilities

NET ASSETS
Invested in captial assets, net of related debt
Restricted for:
Debt service
Unrestricted
Total net assets

§

Primary Government

EXHIBIT A-1

Governmental Business-type Component
Aclivities Activities Tolal Unit
627,756 3 160,398 $ 788,154 1,563
15,529,333 596,377 16,125,710 1,368,297
833,336 190,013 1,023,349 220,491
34,864 (34,864) - -
682,164 - 682,164 -
8,878,928 2,886,869 11,765,797 -
12,002,943 7,820,725 19,823,668 -
38,589,324 11,619,518 50,208,842 1,590,351
408,781 39,043 448,824 -
859,149 34,761 893,210 224,000
196,742 82,985 279,737 5,000
283,070 - 283,070 -
24,828 3,304 28,132 -
1,244,967 10,172 1,255,139 -
26,502,858 14,504 26,517,362 -
28,521,395 184,779 28,708,174 229,000
7,527,967 10,707,504 18,235,561 -
266,998 - 266,999 -
1,272,963 727,145 2,000,108 1,361,351
9,067,929 5 11434739 $ 20,502,668 1,361,351

The accompanying notes are an integral part of this statement.



CITY OF SHENANDOAH
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Functions/Programs

PRIMARY GOVERNMENT:

Governmental activities:
General government
Public safety
Public works

" Community development
Interest and fiscal charges

Total governmental activities

Business-type Activities:
Water and Sewer
Total Primary Government

COMPONENT UNIT:
Shenandoah Industrial Development Corporation

Expanses

3 1,889,783
3,127,379
1,946,894

917,321
1,000,883

8,892,260

1,760,639

3 10,652,899

5 2115977

General revenues:
Property taxes
Sales taxes
Other taxes
Franchise taxes
Intergovernmental
Investment revenue
Other revenues
Transfers
Total general revenues
Change in net assets
Net assets - beginning
Prior peried adjusiment
Net assets - ending

The accompanying notes are an integral part of this statement.
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Operating

Charges for Grants and
Services Conlributions
568,548 L3 316,468
12,540 2,269
108,760 -
33,518 -
723,366 318,737

1,162,752

§

$

Program Revenuas

1,886,118

$ 318,737



EXHIBIT A-2

Net (Expense) Revenue and Changes in Net Assets

Governmental Business-type Component
Activities Activities Total Unit

5 (1,014,767) § (1,014,767)
{3,112,570) (3,112,570)
{1.838,134) (1,838,134)
(883,803) (883,803)
{1,000,883) (1,000,883}
(7,850,157} {7,850,157)
- & {597,887) {597,887)
{7,850,157) (597,887} {8,448 044)

B {2,115,977)

1,575,460 - 1,575,460 -
4,331,944 - 4,331,044 1,406,227
654,087 - 654,087 -
341,563 - 341,563 -
17,323 - 17,323 -
169,354 14,224 183,578 29,539
429,562 (5,262) 424,300 .
(884,509) 884,500 - -
6,634,784 893,471 7,528,255 1,435,766
(1,215,373) 295,584 (919,789} (680,211
9,919,986 11,139,155 21,059,141 2,041,562
363,316 - 363,316

5 9,087,929 % 11,434,739 § 20,502,668 § 1,361,351




CITY OF SHENANDOAH
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2009

ASSETS
Cash and cash equivalenls
Investments
Receivables, net of allowances for uncoliectibles
Due from other funds
Total assets

LIABILITIES AND FUND BALANCES
Liabilities:

Unpresented checks

Accounts payable

Customer deposits

Retalnage payable

Due to other funds

Accrued liabilities

Deferred revenue

Total liabilities

Fund balances:
Reserved for;
Debt service
Capital improvements
Unreserved
Total fund balances

Total liabilities and fund balances

The accompanying notes are an integral part of this statement.
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439,117

2,177,858

§

General
Fund

576,684
1,224,607
746,956
68,728

2,616,975

47,897
146,202
196,742

29,538

17,548
1,081

2,177,858

2,616,975

b

Debt
Service
Fund

517,208
39,298

556,504

510,771

510.771T

§

556,604



EXHIBIT A-3

Capital Other Total
Improvements Governmental Governmental
Fund Funds Funds
3 - $ 51,072 5 627,756
13,482,026 305,494 15,529,333
47,082 - 833,336
- 33,138 101,866
§ 13,529,108 $ 389,704 & 17,092,291
5 361,784 3 - $ 409,781
480,925 6,042 634,069
- - 196,742
225,080 - 225,080
2,006 35,067 67,002
- 1,147 24,828
- - 40,389
1,069,885 43,156 1,697,891
- - 510,771
12,450,223 - 12,459,223
- .. 346,548 2,524 406
12,459,223 346,548 15,484,400

$ 13,528,108 3 388,704 ‘ L] 17,092,261
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EXHIBIT A4
CITY OF SHENANDOAH

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

SEPTEMBER 30, 2009

Total fund balances - governmental funds balance sheet $ 15,404,400

Amounis reperted for governmental aclivities in the statement of net assets
are different because:

Capital assets used in governmental activities are not reporied in the funds. 20,881,871
Properly taxes receivable unavailable to pay for current period expenditures are deferred in the funds. 40,389
Payables for bond principal which are not due in the current period are not reported in the funds. {27,565,178)
Payables for bond interest which are not due in the current period are not reported in the funds. (283,070)
Fayables for compensaled absences which are not due in the current period are not reported in the funds, (149,934)
Other long-term assets are not available to pay for current period expenditures and are deferred in the funds. 682,164
The Net Pension Obligation which is not due in the current period is not reported in the funds. (32,715)
MNet assets of governmental aclivities - statement of net assets $ 9,067,929

The accompanying notes are an integral part of this statement.
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CITY OF SHENANDOAH

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

REVENUES
Taxes:
Property taxes
Sales {axes
Other taxes
Franchise taxes
Licenses and permits
Intergovernmental
Charges for services
Investment revenue
Fines and forfeitures
Other revenues
Total revenues

EXPENDITURES
Current:
General government
Public safety
Public works

Community development

Debt service:
Principal

Interest and fiscal charges

Capital outlay
Total expenditures

Excess (deficiency} of revenues
over {under) expendituras

OTHER FINANCING SOURCES (USES):

Transfers in
Transfers out

Proceeds frorm bonds

Other Financing Uses
Total other financing sources (uses)
Net change in fund balance

Fund balances - beginning
Fund balances - ending

The accompanying notes are an integral part of this statement.

General
Fund

G 43,043
4,331,944

341,563
138,097
316,468
216,272

22,730
295,647
428,562

6,136,226

1,863,154
2,866,584
1,608,163

1,680,208

_ 7,928,109

{1,792 ,883)

506,100
(768,371)

{262,277)
(2,055,154)

4,233,012

$ 2,177,858

22

Pebt
Service
Fund

3 1,532,417

4,100

153517

1,846

905,000
797,781

1,704,607
{168,000)

195,044

185,044
26,854

483,817
$ 510,771



Capital
Improvements
Fund

L] -

17,323

136,772

154,085

21,685

5,428,245

5,448,930

{5,295,835)

795,528
(1,413,808)
8,848,364

(266,833)
7,963,250

2,667,415

9,791,808

& 12,459,223

Other
Governmental
Funds

5 -

654,087

2,269
52,542
5,752
15,107
4,800

734,557

22,850
783

733,711

757 444

{22,B87)

(195,000)

{199,000
(221,887)

568,435
$ 346,548

nno

EXHIBIT A-5

Total
Governmental
Funds

3 1,675,460
4,331,944
654,087
341,563
138,897
336,060
266,814
169,354
310,754
434,362
8,561,385

1,809,635
2,867,367
1,609,163

733,71

905,000
797,761
7,018,453
15,841,000

(7,279,695)

1,496,672
(2,381,180)
B,848,364

(266,833)
7,667,023

417,328

16,077,072
3 15,484 400
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EXHIBIT A-6
CITY OF SHENANDOAH
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, 2009

Net change in fund balances - total governmental funds 3 417,328

Amounts reparied for governmental activities In the statement of activities
("SOA") are different because:

Capital outlays are not reported as expenses in the SOA, 6,974,575
The depreciation of capital assets used in governmental activities is not reported in the funds. {711,305)
Repayment of bond principal is an expenditure In the funds but is not an expense in the SOA. 905,000
Bond issuance costs and similar items are amortized in the SOA but not in the funds. 244 578
{Increase) decrease in accrued interest from beginning of period to end of period. (180,868)
Compensated absences are reported as the amount earned in the SOA but as the amount paid in the funds. 16,358
Proceeds of bonds do not provide revenue in the SOA, bul are reported as current resources in the funds, (8,800,000}
Bond premiums are reported in the funds but not in the SOA. (48,364}
(tncrease} decrease in the Net Pension Obligation from beginning of period to end of period. {32,7158)
Change in net assets of governmental activities - statement of activities 5 (1,215,373)

The accompanying notes are an integral part of this statement.



CITY OF SHENANDQAH
STATEMENT OF NET ASSETS
ENTERPRISE FUND
SEPTEMBER 30, 2009

ASSETS
Current assets:

Cash and cash equivalents

Investments

Receivables, net of allowances for uncollectibles
Due from other funds
Total current assets

Noncurrent assets:

Capital assets:
Land

Construction in progress

Water and sewer system

Furniture and equipment

Less: accurnulated depreciation
Total noncurrent assets

Total assets

LIABILITIES
Current liabiiities:

Unpresented checks

Accounts payable

Compensated absences payable, current
Customer deposits

Due to other funds
Accrued liabilities

Total current liabilities

Current liabilities payable from restricled assets:
Noncurrent liabilities:
Compensated absences payable, noncurrent
Net pension obligation

Total noncurrent liabilities

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Unrestricted net assets

Total net assets

The accompanying notes are an integral part of this statement,
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Enterprise
Fund
Water
and Sewer
Fund

3 160,398
596,377

190,013

40

946,828

1,506,800
1,380,069
18,004,616
436,829
(10,620,720)

10,707 534
§__11,854.222

$ 39,043
34,761

10,172

82,005

34,904

3,304

205,179

10,172
4,332
14,504
219,683

10,707,594
727,145
$__ 11,434,739

EXHIBIT A-7



CITY OF SHENANDOAH

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET ASSETS - ENTERPRISE FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2009

Operaling revenues:
Water charges
Sewer charges
Penalties and reconnect fees
Total operating revenues

Operaling expenses:
Personnel
Supplies and services
Maintenance
Depreciation expense
Total operaling expenses

Operating income
Nonoperating revenues (expenses):
Investment earnings
Other
Total nonoperating revenues {expenses)
Income before transfers

Transfers in
Transfers out

Change in net assets

Total net assets - beginning
Total net assets - ending

The accompanying notes are an integral part of this statement.

7

Enterprise
Fund
Water
and Sewer
Fund

5 635,047
470,786

56,919
_Afea,75

645,211
441,298
186,685
477 445

1,760,639

(597,887)

14,224
(5,262)
8,962

(588,525)

1,413,809
(529,300)

295,584

11,138,155
$_ 11434739

EXHIBIT A-8



CITY OF SHENANDOAH

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2009

Cash Flows from Operating Activities:

Cash Received from Cuslomers

Cash Payments to Employees for Services

Cash Payments to Other Suppliers for Goods and Services
Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-capital Financing Activities:
Increase (Decrease) in Customer Deposits
Transfers From (To} Primary Government

Net Cash Provided (Used) by Non-capital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Acquisition or Construction of Capital Assels

Net Cash Provided (Used) for Capital & Related Financing Activities

Cash Flows from Investing Activities:
Proceeds from Sale and Maiurities of Securities
Net Cash Provided (Used) for Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Eqguivalents at End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income (Loss)
Adjustmentis to Reconcile Operating Income o Net Cash
Provided by Operating Activities
Depreciation
Change in Assets and Liabilities:
Decrease (Increase) in Recejvables
increase {(Decreass) in Accounts Payable
Increase (Decrease) in Compensated Absences Payabis
Increase (Decrease) in Accrued Wages Payable
Increase {Decrease) in Net Pension Obligation
Total Adjusiments
Nat Cash Provided (Used) by Operating Activities

The accompanying notes are an integral part of this statement.
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Enterprise
Funds

Water &

Sewer

$ 1,171,489
(635,352)
(697,466)

(161,329)

15,595
718,797

7

{1,417 ,534)
—(14T7.5%)

815,198
815,198

(29,273)
189,671
§ 160,398

§  (603,149)

477,445

8,737
(54,221)
2,223
3,304
4,332
441,820

5 (161,329)

EXHIBIT A-9



CITY OF SHENANDOAH
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

SEPTEMBER 30, 2009

ASSETS .
Cash and cash equivalents
Total assets

LIABILITIES

Accounts payabla
Total liabilities

The accompanying notes are an integral part of this statement.

LsTat

£ 9

7 R

Agency
Fund

C.l.8.D.

40
0

40
40

EXHIBIT A-10



CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

A, Summary of Significant Accounting Policies

The combined financial statements of the City of Shenandoah (the "City") have been prepared in conformity with
accounting principles applicable to governmental unils which are generally accepted in the Uniled States of
America. The Governmental Accounting Standards Board ("GASB") is the accepled standard sefting body for
establishing governmental accounting and financial reporiing principles.

1.

Reporting Entity

The City's basie financial statements include the accounts of all its operations. The City evaluated whether any
other entity should be included in these financial statements. The criteria for including organizations as
component units within the City's reporting entity, as set forth in GASB Statement No. 14, "The Financial
Reporting Entity,” include whether:

the organization is legally separate {can sue and be sued in its name)

the City holds Ihe corporate powers of the organization

- the City appoints a voting majority of the organization's board

- the City is able to impose its will on the organization

- the organization has the potential to impose a financial benefit/burden on the City

- there is fiscal dependency by the organization on the City

the exclusion of the organization would result in misleading or incomplete financial statements

The City also evalualed each legally separate, tax-exempt organization whose resources are used principally to
provide support to the City to determine if its omission from the reporting entity would result in financial
staternents which are misleading or Incomplete. GASB Statement No. 14 requires inclusion of such an
organization as a component unit when: 1) the economic resources received or held by the organization are
entirely or almost entirely for the direct benefit of the City, its component unils or its conslituents, and 2) the City
or its component units is entitied to, or has the ability to otherwise access, a majority of the economic resources
received or held by the arganization; and 3) such economic resources are significant to the City.

Based on these criteria, the Gity has one component unit, the Shenandoah Industrial Development Corporation.
Discretely Presented Component Unit

Shenandoah Industrial Development Corporation

Shenandoah Industrial Development Corporation {the "SIDC") has been included in the reporting entity as a
discretely presented component unit. In 1998, the City of Shenandoah formed the SIDC, which was created by
voters approving an additional 1/2 percent sales tax. State law allows the City to collect sales tax to assist in the
promotion and development activities of the City. The Cily began receiving sales tax in 2000,

The SIDC was crealed by the City under the Texas Developmeni{ Corporation Act of 1979 for the purpose of
promoting, assisting, and enhancing economic development activites on behalf of the City. The Board of
Direclors is appointed by and serves at the discretion of the City Council. City Council approval Is required for

annual budgets and honded debt issuance.

Volers approved the dissolution of the SIDC on May, 9, 2009, at which time net assels were conveyed to the
City. The 1/2-percent sales tax collected for SIDC was also repealed at that time.

30



CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS .
FOR THE YEAR ENDED SEPTEMBER 30, 2009

2,

Basis of Presentation, Basis of Accounting

a.

Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activilies include the
financial aclivities of the overall government, except for fiduciary activities. Eliminations have been
made lo minimize the double-counting of internal activities. These stalements distinguish between the
govemmental and business-type aclivities of the City. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other nonexchange fransactions, Business-type activilies
are financed in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for the
different business-type activities of the City and for each function of the City's governmental activities.
Direct expenses are those that are specifically associated with a pragram or function and, therefore, are
clearly identifiable to a particular function. The Cily does not allocale indirect expenses in the statement
of activities. Program revenues include (a) fees, fines, and charges paid by the reciplents of goods or
services offered by the programs and (b) grants and contributions that are resiricled to meeting the
operational or capital requirements of & particular program. Revenues that are not classified as pregram
revenues, including all taxes, are presented as general revenues,

Fund Financial Statements: The fund financial stalements provide information about the City's funds,
with separate statements presented for each fund category. The emphasis of fund financial statements is
on major governmental and enterprise funds, each displayed in a separate column, All remaining
governmental and ernterprise funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associaled with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as subsidies and investment
earnings, result from nonexchange transactions or ancillary activities.

The City reports the following major governmental funds:

General Fund. This is the City's primary operating fund. it accounts for all financial resources of the City
except those required to be accounted for in another fund.

Debt Service Fund. This fund is used to account for the accumulation of resources for and the payment of
general obligation bonds, contractual obligations, certificates of obligation, and other long-term debt.
Generally accepted accounting principles do not mandate the use of a debt service fund to service debt
unless the government is legally mandated to do so or unless resources are accumulated for payments
maturing in future years. The principle source of revenue for the debt service fund is property taxes,

Capital Improvements Fund. This fund is a capital projects fund used to account for financial resources
that are used for the acquisition or construction of major capital assets and infrastructure. This fund is
financed principally from bond proceeds and certificates of obligation.

The City reporis the following major enterprise funds:
Water/Sewer Fund. This fund is used to account for water, wastewater, and sanitation operations. These
services are financed and operated in a manner similar to privale business enlities, and the costs of

providing services are intended to be recovered primarily through charges to the general public for their
use of such services.
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CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

in addition to the governmental funds listed above, the City reports the following fund types:

Agency Funds. Agency funds typically involve only the receipt, temporary inveslment, and remittance of
resources lo individuals, private organizations, or other governments, Funds are held in a purely custodial
manner, are not available to support the goverfnment's own programs, and are therefore not consolidated
with other funds in the governmentwide statements. Financial information about agency funds
administered by the City is presented in a separate Statement of Net Assets,

b. Measurement Focus, Basis of Accounting

Government-wide, Proprietary, and Fiduciary Fund Financial Statements: These financial statements are
reporied using the economic resources measurement focus. The governiment-wide and proprietary fund
financial statements are reported using the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when the related cash
flows take place. Nonexchange transactions, in which the City gives {or receives) value without directly
receiving (or giving) equal value in exchange, include property taxes, grants, entitlements, and
donations. On an accrual basis, revenue from property laxes is recognized in the fiscal year for which the
taxes are levied. Revenue from grants, entitlements, and donations Is recognized in the fiscal year in
which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method, revenues
are recognized when measurable and available. The City considers all revenues reported in the
governmental funds to be available if the revenues are coflected within sixty days afier year-end.
Revenues from local sources consist primarily of property laxes, Property lax revenues and revenues
received from the State are recognized under the susceptible-to-accrual concept.  Miscellaneous
revenues are recorded as revenue when received in cash because they are generally not measurable until
actually received. Investment earnings are recorded as eamned, since they are hoth measurable and
available. Expenditures are recorded when the related fund fiability is incurred, except for principal and
interest on general long-term debt, claims and judgments, and compensated absences, which are
recognized as expendilures to the extent they have matured. General capital assel acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions
under capital leases are reporied as other financing sources,

When the City incurs an expenditure or expense for which hoth restricted and unrestricted resaurces may
be used, it is the City's policy to use restricted resources first, then unrestricied resources.

Under GASB Statement No. 20, "Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities That Use Proprietary Fund Accounting,” all proprietary funds will continue to
follow Financial Accounting Siandards Board ("FASB") standards issued on or before November 30, 1989.
However, from that date forward, proprietary funds will have the option of either 1) choosing not to apply
fulure FASB standards {including amendments of earlier pronouncements), or 2} conlinuing to follow new
FASB pronouncements unless they conflict with GASB guidance. The City has chosen to apply future
FASB standards.

3. Financial Statement Amounts
a. Cash and Cash Equivalents

For purposes of the statement of cash flows, cash on hand and in bank depositories are considered to be
cash equivalents.
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CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

b. Property Taxes

Property taxes are levied during September of each year, are due upon receipt of the City's tax bill, and
become delinquent on February 1 of the following year. The City's tax lien exisls from January 1 (the
assessment date) each year until the taxes are paid. The penalties and interest accumulate on the
unpaid accounts until July 1, al which time the delinquent accounis are furned over o the tax attorney for
legal action. The interest continues to accumulate on the account at 1% per month, but the penalty
remains at a maximum of 12% until paid.

A penalty of 6% and interest of 1% is added 1o delinquent taxes on February 1. The penalty amount
increases lo a maximum of 12% on July 1 of each year, with interest continuing lo increase at 1% per
month until the account is paid. An additional penalty of 15% Is added in July for attorney costs. There
are no discounts allowed on taxes.

The combined current tax rate to finance general governmental services and payment of principal and
interest on long-term debt for the year ended September 30, 2009 was $0.3470 per $100, allocated
$0.0094 for the General Fund and $0.3375 for the Debt Service Fund.

c. Capital Assets
Purchased or constructed capital assets are reported at cost or estimaled historical cost. Donated fixed
assets are recorded at their estimated fair value at the date of the donation, The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets' lives are
not capitalized. A capitalization threshold of $5,000 is used.

Capital assets are being depreciated using the straight-line method over the following estimated useful lives:

Eslimated
Asset Class Useful Lives
Vehicles 4 to 20 years
Furnilure and equipmnent 5 to 20 years
Infrastructure 20 to 50 years
Water and sewer system .20 to 50 years
Buildings and improvements 20 to 50 years

d. Interfund Activity

Interfund activity results from loans, services provided, reimbursements or transfers betweest funds. Loans
are reported as interfund receivables and payables as appropriate and are subject fo elimination upon
consolidation. Services provided, deemed to be at market or near market rates, are lreated as revenues
and expenditures or expenses, Reimbursements oceur when one fund incurs @ cost, charges the
appropriate benefitng fund and reduces its related cost as a reimbursement. Al other interfund
transactions are treated as transfers. Transfers In and Transfers Out are netted and presented as a single
"Transfers” line on the government-wide stalement of aclivities. Similarly, interfund receivables and
payables are netted and presented as a single "Internal Balances” line of the government-wide statement
of net assets.

e. Use of Estimates

The preparation of financial statements in conformity with GAAP requires the use of management's
estimates. Actual resulls may differ from those estimates.
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CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

4. Budgetary Data

Annual budgets are adopled on a basis consistent with generally accepted accounting principles except for the
capital projects fund, wich adopts a project length budget. The original budget is adopted by the City Council
prior to the beginning of lhe fiscal year. The legal level of contral is the object and purpose slaled in the
approved budget. Appropriations  lapse at the end of the year, excluding capilal projects budgets,
Supplemental budget appropriations were made for the year ended.

B. Compliance and Accountability
1. Finance-Related Legal and Contractual Provisions

In accordance with GASB Statement No. 38, "Certain Flnancial Statement Note Disclosuras,” violations of finance-
related legal and contractual provisions, if any, are reported below, along with actions taken to address such violations:

Vinlation Action Taken
None reported Not applicable

2. Deficit Fund Balance or Fund Net Assets of Individual Funds

Following are funds having deficit fund balances or fund net assets at year end, if any, along with remarks which address
such deficits:

Deficit
Fund Name Amount ‘Remarks
None reported Not applicable  Naot applicable

3. Excess of Expenditures over Appropriations

For the year ended September 30, 2009, expenditures exceeded appropriatiuﬁs in Public Works
by $54,147 which were funded by greater than anlicipated revenues,

C. Deposits apd Investments

The City's funds are required to be deposited and invested under the lerms of a depository contract. The depository
bank deposits for safekeeping and trust with the City's agent bank approved pledged securities in an amount sufficient
to protect City funds on a day-to-day basis during the period of the contract. The pledge of approved securities is

waived only o the extent of the deposilory bank's dollar amount of Federal Deposit Insurance Corporation ("FDIC")
insurance.

Cash Deposits:

At September 30, 2009, the carrying amount of the City's deposits (cash, cerlificates of deposit, and interest-bearing
savings accounts included in temporary investments) was $338,375 and the bank balance was §1,009,457. The City's
cash deposits at September 30, 2009 and during the year ended September 30, 2009, were enlirely covered by FDIC
insurance or by piedged collateral held by the City's agent bank in the City's name.
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CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Invesiments:

The City is required by Government Code Chapter 2256, The Public Funds Investment Act, {o adopt, implement, and
publicize an investment policy. That policy must be wrilten; primarily emphasize safety of principal and liquidity;
address Investment diversification, yleld, and maturily and the quality and capability of investment management; and
include a list of the lypes of authorized investmenis in which the investing entity's funds may be invested; and the
maximum allowable stated maturily of any Individual investment owned by the entity,

The Public Funds Investment Act ("Act") requires an annual audit of investment practices. Audit procedures in this
area conducted as a part of the audit of the general purpose financial statements disclosed that in the areas of
investment praclices, management reporls and establishment of appropriate policles, the Cily adhered to the
requirements of the Act. Additionally, investment practices of the City were in accordance with local policies.

The Act determies the types of investments which are allowable for the City. These include, with cerlain restrictions,
(1) obligations of the U.S. Treasury, cerain U.S. agencies, and the Stale of Texas, (2) cerlificates of deposit, {3)
certain municipal securilies, (4) money market savings accounts, {5} repurchase agreements, (6) bankers acceplances,
{7) mutual funds, {8) investment poaols, (9} guaranteed investment contracts, and (10) common trust funds.

The Cily's investment at September 30, 2002 are shown below.

Investment or Investment Type Maturity Eair Value

TexPool NIA 5 17,128,604
TexPool Prime 365,403
Total Investments 5 17,494,007

Analysis of Specific Deposit and Investment Risks:

GASB Statement No. 40 requires a determination as to whether the City was exposed to the following specific
investment risks at year end and if so, the reporting of certain related disclosures:

a. Credit Risk

State law and the City's inveslment policy limils investments to obligations of states, agencies, counties and
other political subdivisions of any state related as lo investment quality by nationally recognized investment
rating firms to be not less than A or its equivalent. Further, commercial paper must be rated not less thant A-1 or
P-1 or an equivalent rating by at lease two nallonally recognized credit raling agencies. As of year end, the
City's inveslment in TexPool was rated AAAm by Standard and Poor's.

b.  Custodial Credit Risk

In the case of deposits, this is the risk that in the event of a bank failure, the City's deposits may not be returned
to it. The City's investment policy requires funds on deposit at the depository bank to be collateralized. As of
year end, markel values of pledged securities and FDIC insurance exceeded bank balances.

c. Concentration of Credit Risk

This risk is.ihe risk of loss attributed to the magnitude of a government's investment in a single issuer. At year
end, the City was not exposed to concentration of credit risk.

d. Interest Rale Risk

This s the risk that changes in interest rates will adversely affect the fair value of an investment. At year end, the
City was not exposed to interast rate risk,
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TexPoo]

TexPool was eslablished as a trust company with the Treasurer of the State of Texas as tfruslee, segregated from alt
other lrustees, investments, and activities of the trust company. The State Complroller of Public Accounls exercises
oversight responsibility over TexPool. Owersight includes the ability to significantly influence operations, designation
of management, and accountahility for fiscal matlers. Additionally, the State Comptroller has established an advisory
board composed of bolh participants in TexPool and other persons who do not have a business relationship with
TexPool.  The advisory board members review the investment policy and management fee structure, Finally,
Standard and Poor's rates TexPaol AAAM. As a requirement to maintain the rating, weekly porifolio Information must
be submitted to Standard and Poor's, as well as to the office of the Comptroller of Public Accounts for review.

D. Receivables

The following comprise recelvable balances at year end:

Capital ) Discrete
Debt Improvements Component
‘ General Service Fund Enterprise Unit
Property Taxes b 1,091 $ 39,208 3 -5 -5 -
FFranchise Taxes 25,919 - - - -
Sales Taxes 661,473 - - - 220,491
Accounts - - 47,082 193,013 -
Other 58,473 - - - -
Gross Recelvables 746,956 39,208 47,082 193,013 220,491
Less: Allowance for :
Uncollectibles - - - (3,000) -
Net Total Receivables $ 746,956 § 39,298 % 47,082 § 196,013 § 220,49
E. Capifal Assets
Capital asset activity for the year ended September 30, 2009, was as follows:
Beginning Ending
Balances Increases Decreases Balances
Capital assets not belnyg depreciated:
Land ' $ 3,037,601 & 1,630,839 § -5 4,668,440
Construction in progress - 4,210,488 - 4,210,488
Total capital assets not being depreciated 3,037,601 5,841,327 - 8,878,928
Capital assels being deprecialed:
Infrastructure 12,987,178 953,652 - 13,940,831
Buildings and improvements 3,253,237 - - 3,253,237
Fumiture and Equipment 1,817,477 179,595 - 1,797,072
Total capital assets being depreciated 17,857,893 1,133,247 - 18,801,140
Less accumulated depreciation for:
Infrastructure (4,741,311) (379,412) - {6,120,723)
Buildings and improvements (563,163) (81,331) - (644,494)
Furniture and equipment {972,418) {250,562) - (1,222 ,980)
Total accumulated depreciation {6,276,892) {711,305) - (6,988,197}
Total capital assets being depreciated, net 11,581,001 421,042 - 12,002,943
Gavernmental activities capital assets, net 3 14,618,602 § 6,263,269 $ -5 20,881,871
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Beginning Ending
Balances Increases Decreases Balances
Business-type activities:
Capital assets not being depreciated:
Land $ 1,506,800 § - § -5 1,506,800
Construction in progress - 1,380,069 - 1,380,069
Total capital assets not being depreciated 1,506,800 1,380,069 - 2,886,869
Capital assets being depreciated:
Furniture and equipment 399,364 37,465 - 436,829
Water and sewer system 18,004,616 - - 18,004,616
Total capital assels being depraciated 18,403,080 37,465 - 18,441,445
Less accumulated depreciation for:
Furniture and equipment (211,515) (27,330) - (238,845)
Water and sewer system (9,931,760) (450,115) - (10,381,875)
Total accumulated depreciation (10,143,275) {477,445) - {10,620,720)
Total capital assets being depreciated, net 8,260,705 (439,980} - 7,820,725
Business-type activities capital assets, net $ 9,767,505 % 940,089 § - % 10,707,594
Depreciation was charged to functions as follows:
v e viti
Public Safety & 284,179
Public Works 408,361
Community Development 18,765

Business-type Activifles:

Water and Sewer

F.  Interfund Balances and Activity

1.  Due To and From Other Funds

i 711,305

3 477 445

3 477,445

Balances due to and due from other funds at September 30, 2009, consisted of the following, and represent the
current porlion of lending/borrowing and interfund charges for goods and services arrangements oulstanding at

the fiscal year end:

Due To Fund Due From Fund Amount
General Fund Water & Sewer Fund § 34,904
Debt Service Fund 300
Capitat Projects Fund 2,096
Other Nonmajor Funds 31,428
Water & Sewer Fund General Fund 40
Other Nonmaijor Funds General Fund 33,138

Total

All amounts due are scheduled to be repaid within one year.

L b 4

3 101,906
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2. Transfers To and From Other Funds

Transfers to and from other funds at Seplember 30, 2009, co

were paid for from one fund, but are being capitalized by another:

Transfers From Transfers To Amount
General fund Water & Sewer Fund $ 199,000
Other Nonmajor Funds 307,100
Water & Sewer Fund Debt Service Fund 195,044
Capital Projects Fund General Fund 795,527
Water & Sewer Fund 1,413,808
Total 5 2,810,480

G. Long-Term Obligationg

1. Long-Term Obligation Activity

The following is a summary of chan

nsisted of the following and represent amounts that

ges in the City's total governmental long-term liabilities for the year ended.

In general, the City uses the General and Debt Service Funds to liquidate governmental long-term debt

liabilities.

Amounis
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
General obligation bonds 5 500,000 3 -3 {215,000) % 685,000 $ 220,000
Certificates of obligation 13,065,000 2,405,000 (690,000} 14,780,000 840,000
General improvement bonds 5,660,000 6,395,000 - 12,055,000 110,000
Less: deferred amounts
Issuance premium B,059 48,364 (448) 55,977 -
Issuance discount (11,253) - 452 {10,801) -
Compensated absences* 166,332 133,138 (149,536) 149,934 74,967
Net Pension Obligation - 32,715 - 32,715 -
Total governmental activities 19,788,138 3 8,014,217 % (1,054,530 % 27,747 825 5 1,244,967
BusH ) tvities:
Compensated absences* 3 18,121 % 19,246 § (17,023) § 20344 % 10,172
Net Pension Obligation - 4,332 - 4,332 -
Total business-type activities $ 18,121 $ 23,578 $ {(17,023) § 24676 § 10172
SIDG:
General obligation bonds 3 1,355,399 & 1,813,500 § (3,168,899) & -5 -
Total component’s activities  § 1,355,399 § 1,813,500 & (3,168,899) 5 - % -

* Other long-term liabilities

The funds typically used to liquidate other long-term liabilities in the past are as follows:

Liability Activity Type Ftind
Compensated absences Governmental  General
Compensated absences Business-type  Waler & Sewer
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2.  Debt Service Requirements
Debt service requirements on long-term debt at September 30, 2009, are as follows:

General Obligation Bonds - Governmental
Year Ending September 30, Principal Interest Tota]
2010 3 220,000 § 23,719 3 243,719
2011 230,000 16,560 246,569
2012 235,000 8,518 243,518
2013 - - -
2014 - - -
2015-2019 - - -
2020-2024 - - -
2025-2029 - - -
2030-2034 - - -
2035-2039 - - -
Tolals L 665,000 % 48,806 $ 733,806

Certificates of Obligation

Year Ending Seplember 30, Principal Interest Total

2010 3 840,000 $ 560,037 % 1,400,037
2011 880,000 539,520 1,419,520
2012 910,000 510,120 1,420,120
2013 680,000 479,076 1,169,076
2014 715,000 454,926 1,169,926
2015-2019 : 4,005,000 1,851,206 5,856,208
2020-2024 4,640,000 1,000,844 5,640,844
2025-2029 2,100,000 176,273 2,276,273
2030-2034 - - -
2035-2038 - - -
Totals 3 14,780,000 $ 5,672,002 5 20,352,002

; General Improvement Bonds
pember 30, Principal Interest Total

2010 3 110,000 $ 456,250 5 566,250
2011 215,000 471,663 686,663
2012 225,000 465,063 690,063
2013 485,000 458,162 923,162
2014 480,000 445,662 925,562
2015-2018 2,645,000 1,973,238 4,618,238
2020-2024 3,165,000 1,441,206 4,606,206
2025-2029 3,360,000 721,178 4,081,175
2030-2034 1,380,000 159,344 1,549,344
2035-2039 - - -
Totals 5 12,055,000 % 6,891,663 § 18,646,663

3.  Continuing Disclosure

The City has entered into a continuing disclosure undertaking to provide Annual Repaorts and Material Event
Notices to the State Information Deposilory of Texas, which is the Municipal Advisory Councll. This Information
is required under SEC Rule 15¢2-12 to enable investors to analyze the financial condition and operations of the

City.



CiTY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

H.

Risk Management

The City is exposed to various risks of loss related to torts, theft, damage or destruction of assels, errors and omissions,
injuries to employees, and natural disasters. During fiscal year 2008, the City obtained general liabilty coverage at a
cost that Is considered to be economically justifiable by joining together with other governmental entities in the State
as a member of the Texas Municipal League Intergovernmental Risk Pool {"TML", TML is a self-funded pool
operating as a common risk management and Insurance program. The City pays an annual premium to TML for its
above Insurance coverage. The agreement for the formation of TML provides that TML will be self-sustaining through
member premiums and will reinsure through commercial companies for claims in excess of acceptable risk levels;
however, each category of coverage has its own level of reinsurance. The City continues to carry commercial
insurance for other risks of loss. There were no significant reduclions in commercial insurance coverage in the past

fiscal year and settled claims resulling from these risks have nol exceeded coverage in any of the past lhree fiscal
years,

Pension Plan
1. Plan Description

The City provides pension benefits for all of iis eligible employees through a non-tradilional, joint contributory,
hybrid defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS), an agent

muitiple-employer public employee retirement system. The plan provisions that have been adopled by the City
are within the options available in the governing statutes of TMRS.

TMRS Issues a publicly available comprehensive annual financial report that includes financial statements and
required supplementary inforration (RSl) for TMRS; the report also provides detailed explanations of the
contributions, benefits, and actuarial methods and assumptions used by the System.  This report may be
obtained by writing to TMRS, P.O. Box 149153, Austin, TX 78714-9153 or by caling 800-924-8677; in addition,
the report is available on TMRS' website at www.tmrs.org,

The plan provisions are adopted by the governing body of the City, within the options available in the state
statutes governing TMRS. Plan provisions for the City were as follows:

Plan Year Plan Year
{Calendar Year) (Calendar Year)
2008 2009
Employee deposit rate 6.0% 7.0%
Matching ratio (City to employee) 2101 2o 1
Years required for vesting 5 5
Service retirement eligibility
(expressed as age/years of service) 60/5, 0/20 60/5, 0/20
Updated Service Credit 100% Repeating, 100% Repeating,
Transfers Transfers
Annuily Increase (to refirees) 70% of CPI Repeating 70% of CPI Repeating

2. Funding Policy

Under the state law governing TMRS, lhe contribution rate for each city is determined annually by the actuary,
using the Projected Unit Credit actuarial cost method. This rale consists of the normal cost contribution rate and
the prior service cost contribution rate, which is calculated to be a ievel percent of payroll from year to year. The
normal cost contribution rate finances the portion of an aclive member's projected benefit allocated annuaily;
the prior service contribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the
applicable period for that city. Both the normmal cost and prior service contribution rates included recognition of
the projected impact of annually repeating benefits, such as Updated Service Credits and Annuity Increases,
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The City contributes to the TMRS Plan at an actuarially determined rate. Both the employees and the City
make contributions monthly.  Since the City needs to know ils 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. The annual pension cost and net pension obligation/(asset) are as

follows:
3. Annual Pension Cost
The annual pension cost and net pension obligation/{asset) are as follows:
Annual Required Contribution (ARC) & 407,653

Interest on Net Pension Obligation -
Adjustments to the ARG '

Annual Pension Cost (APC) 407,653
Contributions Made (370,606)
Increase (Decrease) in Net Pension Obligation 37,047
Net Pension Obligation/(Asset), Beginning of Year -
Net Pension Chligation/(Asset), End of Year 3 37,047

The increase in pension obligation was charged to the following functions:

Gov | Activities:
General Government 5 6,545
Public Safety 18,420
Public Works 5,231
Community Development 2,519
S_____ 32715
Business-type Activities:
Water and Sewer 3 4,332

¥ 4,332

4, Trend information for the plan:

Annual Percentage Net
Fiscal Year Pension of APC Pension
Ending Cost (APC) Caontributed Obligation
September 30, 2007 & 221,578 100% § -
September 30, 2008 327,408 100%

September 30, 2009 407,653 91% 37,047
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The required contribution rates for fiscal year 2009 were determined as part of the December 31, 2006 and 2007

actuarial valuations. Additional information as of the latest actuarial valuation, December 31, 2008 follows:

Valuation Date
Actuarial Cost Method

Amortization Method
Remaining Amortization Period
Asset Valuation Method
Actuarial Aésumptlons:
Investment Rate of Return

Projected Salary Increases

Includes Inflation at
Cost-of-Living Adjustments

12/31/2008 12/31/2007 12/31/2008
Unit Credit Projected Unit  Projected Unit
Credit Credit
Level Percent Level Percent Level Percent
of Payroll of Payroll of Payraoll
25 years; 30 years; 29 years;
open period closed period closed period
Amortized Cost  Amortized Cost  Amortized Gost
7.0% 7.0% 7.5%
Varies by age Varies by age Varies hy age
and service and service and service
3.00% 3.00% 3.00%
NA 21% 2.1%

3. Schedule of Fund Progress for the Retirement Plan for employees of the City of Shenandoah:

UAAL as a

Actuarial Acluarial Percentage of

Actuarial  Funded Value of Accrued Unfunded AAL Covered Covered

Valuation Ratio Assets Liability (AAL) {UAAL) Payroll Payroll

Date (a/b) (a) {b} (b-a) (c) {{b-a)/c)
12/31/06 58.3% § 710,493 $ 1,219,671 § 509,178 & 2,779,627 18.3%
12131/07 42.7% 1,110,797 2,603,680 1,482,893 3,417,104 43.7%
12/31/08 46.0% 1,670,173 3,628,341 1,958,168 3,355,196 58.4%

). Commitments and Conti .

1. Contingencies

The City participates in grant programs which are
agencies. Costs charged to the respective grant pro
agencies; therefore, to the extent that the City has not complied with the rules and re
grants, refunds of any money received may be re

impaired.

the rules and regulations governing the respective

accempanying basic financial statements for such contingencies,

2. Litigation

Mo repartable litigation was pending against the City at September 30,2009.

K. Prior Period Adjustment

The City's financial statements contain a prior period adjustment to account
depreciation associated with infrastructure assets donated to the City in 2001.
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governed by various rules and reguiations of the grantor
grams are subject to audit and adjustment by the grantor
gulations governing the
quired and the colleclibility of any related receivable may be
In the opinion of the City, there are no significant contingent liabiliies relating 1o compliance with
grants; therefore, no provision has been recorded in the

for the cost and accumulated



Required Supplementary Information

Required supplementary information includes financial information and disclosures required by the Governmental
Accounting Standards Board but not considered a part of the basic financial statements.



CITY OF SHENANDOAH

GENERAL FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2009

REVENUES
Taxes:
Froperty taxes
Sales taxes
FFranchise taxes
Licenses and permits
Intergovernmental
Charges for services
Investment revenue
Fines and forfeitures
Other revenues
Total revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES {USES):
Transfers in
Transfers out
Total ather financing sources (uses)

Net change in fund balance

Fund balances - beginning
Fund balances - ending

EXHIBIT B-1

Variance with

Final Budgel
Budgeted Amounts Paositive

Originat Final Actual {Negative)
5 42,400 & 42400 § 43,043 5 643
4,418,700 4,400,029 4,331,944 (68,085)
320,400 341,805 341,563 (242)
330,000 220,000 138,997 (81,003)
724,700 824,700 316,468 (508,232)
209,500 219,038 216,272 (2,766)
109,000 29,990 22,730 (7,260)
370,600 320,568 295,647 (24,941)
55,000 389,953 420,562 39,608
6,580,300 6,788,503 6,136,226 (652,277)
2,003,355 1,956,976 1,863,154 93,822
3,128,050 2,984,000 2,866,584 117,416
1,728,950 1,655,016 1,609,163 (54,147)
106,250 1,643,987 1,590,208 53,779
6,966,605 B,139,979 7,929,108 210,870
(3886,305) {1,351,476) - - {1,792,883) (441,407)
145,185 145,155 506,100 360,945
- - (768,371} (768,371)
145,155 145,155 {262,271) {407,426)
{241,150} (1,206,321} {2,055,154) (848,833)
4,233,012 4,233,012 4,233,012 -
§__ 30991862 4% 3026651 3§ 2177858 5§ (848,833




Other Supplementary Information

This section includes financial information and disclosures not required by the Governmental Accounting Standards

Board and not considered a part of the basic financial statements. It may, however, include information which is
required by other entities.
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DEBT SERVICE FUND

BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED SEPTEMBER 30, 2009

REVENUES
Taxes:
Property taxes
Investment revenue
Total revenues

EXPENDITURES
Current:
General government
Bebt service:
Principal
Interest and fiscal charges
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES):
Transfers in
Total other financing sources (uses)

Net change in fund halance

Fund balances - beginning
Fund balances - ending

EXHIBIT B-2

Variance with

Final Budget
Budgeted Amounts Positive
Original Finai Actual {Negative)
$ 1,522,700 & 1,622,700 1,832,417 § 9,717
18,500 18,500 4,100 (14,400)
1,541,200 1,541,200 1,536,517 (4,683)
9,700 9,700 1,846 7,854
805,000 905,000 905,000 -
804,848 B04,848 797,761 7,087
1,719,548 1,718,548 1,704,607 14,941
(178,348) (178,348) {168,090) 10,258
202,130 202,130 195,044 {7,086)
202,130 202,130 195,044 (7,086)
23,782 23,782 26,954 3,172
483,817 483,817 483,817 -
B 507,599 § 507,599 510,771 3 3,172
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