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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and
Members of the City Council of the
City of Shenandoah, Texas

29955 145

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, 2011, 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 our 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 alse includes assessing the accounling principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a2 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, cach
major fund, and the aggregate remaining fund information of the City of Shenandoah, Texas, as of September 30, 2011, 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,

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis, budgetary comparison schedules, and the schedule of funding progress as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in the appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s response to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us with sutficient
evidence (o express an opinion or provide any assurance,

Heneford. Lyuch. Sellans & Rekham, P. L.

HEREFORD, LYNCH, SELLARS & KIRKHAM, P.C.
Certified Public Accountants

Conroe, Texas
May 21, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(Unaudited)

As management of the City of Shenandoah, Texas (City), we offer readers of the City's financial statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended September 30, 2011. We encourage
readers to consider the information presented here in conjunction with the additional information that we have furnished in
the accompanying basic financial statements (which immediately follow this discussion).

FINANCIAL HIGHLIGHTS

e The assets of the City exceeded its liabilities at the close of the fiscal year by $23,010,999 (net assets). As required
by GASB Statement No. 34, net assets also reflect $20,767,776 that is invested in capital assets, net of related debt.

¢  During the vear, the City’s expenses were $236,166 less than the $7,926,947 generated in taxes and other revenues
for governmental activities.

e The General Fund reported a fund balances this year of $1,966,393, all of which was unassigned. The amoum
equals 34% of General Fund expenditures,

s The City issued $4,300,000 in General Improvement Bonds for the year ending September 30, 201 1.

s The overall financial position of the City has improved, as noted by the aggregate increase in net assets of
$1,014.631.

OVERVIEW OF THE FINANCIAL STATEMENTS

‘This discussion and analysis is intended 1o serve as an introduction to the City's basic financial statements. The City's basic
financial statements are comprised of three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains other suppiementary information in addition to
the basic financial statements themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the City's finances, in a
manner similar to a private-sector business.

The statement of net assets presents all of the City's assets and liabilities, with the difference between the two reported as net
assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial position of the

City is improving or deteriorating.

The starement of activities presents information showing how the City's net assets changed during the most recent fiscal year.
All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cashflows. Thus, revenues and expenses are reported in this statement for some items that will orly result in
cash flows in future fiscal periods (e.g., uncollected taxes and earned but not used vacation feave).

Both of the government-wide financial statements distinguish functions of the City that are principaily 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-type activities). The governmental activities of the City include
general government, public safety, public works, community development, interest on long-term debt, and facitities repair
and maintenance. The business-type activities of the City include is water and sewer operations. The City mcludes a discrete
component unit in its report - Shenandoah Municipal Development District (SMDD).

The government-wide financial statements can be found as noted in the table of contents of this report.

Ll



Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain conirol over resources that have been segregated for specitic
activities or objectives. The City, like other state and local governments, uses fund accounting o ensure and demonstrate
compliance with finance-related legal requirements. The funds of the City are classified as governmental funds or proprietary
funds.

Governmental Funds

Govermmental funds are used to account for essentiafly the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund
financial statements focus on how money flows into and out of those funds and the balances left at year-end that are available
for spending. Such information may be useful in evaluating a government's near-term financing requirements,

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

The City maintains six governmental funds. Information is presented in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances for the general fund, hotel/motel
occupancy tax fund, debt service fund, and capital improvements fund, which are considered to be major funds.

The City adopts an annual appropriated budget for its general fund. A budgetary comparison statement has been provided for
the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found as noted in the table of contents of this report.

Proprietary Funds

The City charges customers for the services it provides, whether to outside customers or to other departments within the City.
These services are generally reported in an enterprise fund. Proprietary funds — enterprise funds are reported in the same way
that all activities are reported in the Statement of Net Assets and the Statement of Activities, only in more detail. Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide [inancial statements.
The City's enterprise fund is used to account for its waier services and sewer services. Enterprise funds are used to account
for operations that are financed and operated in a manner similar to private business enterprise where the intent of the
governing body is that the costs (expenses, including depreciation) of providing goods or services to the general pubiic on a
continuing basis be financed or recovered primarily through user charges.

The basic proprietary fund financial statements can be found as noted in the table of conteats of this report.

Notes to Financial Stafements

The notes provide additional information that is essential to a full understanding of the data provided in the government-wide
and fund financial statements. The notes to the financial statements can be found as noted in the table of contents of this

report.



FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net Assets, The City’s combined net assets were $23,010,999 at September 30, 2011, which is an increase from the prior
year. {See Table A-1).

Table A-1
City of Shenandoah's Net Assels
1011 2010
Governmental Business-Type Governmental  Business-Type
Activities Activities Total Activities Activities Total

Assets:
Current & Other $ 9,373,044 % 708,303 § 10,081,147 § 12257925 § 3189935 §  12.576.920
Capital Assets, Net 31,497,386 13,528,800 43,026,386 25.952 360 12,271,391 38,223,751

Total Assets 40,870,630 14,236,903 585,107,533 38,210,285 12,590,386 50,800,671
Liabilities:
Long-Term 245,800,098 49,776 29,849 874 26,561,564 38,279 26,399,843
Other Liabilities 2,047,358 199,302 2,246,660 2.104.424 100.036 2.204.460

Total Liabilities 31,847,456 249,078 32,096,534 28,605,988 138,318 18,804,303
Net Assets;
Invested in Capital Assets,

Net of Related Debt 7,238,976 13.528.800 20,767,776 6,936,265 12,271,391 19.207.656
Unrestricted 1,784,198 459,025 2,243,223 2.608,032 180.680 2.788.712

Total Net Assets 5 9,023,174 $ 13987825 3 23010999 5 9544297 5 12452071 5 21,996,368

The City’s tolal assets of $55,107,533 are largely comprised of capital assets net of accumulated depreciation of $45,026,386,
or 82%. Prior to 2004, infrastructure (roads, bridges, signs, etc.) was not included in capital asset reporting of governmental
activities; however, 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 1o satisfy City obligations.

Long-term liabilities of $29,849,874 comprise the largest portion of the City’s total liabilities of 532,096,534 at 93%. Of
total Jong-term labilities, $1,513,620 is due within one year, with the remaining $28,336,254 being due over a period of time
greater than one vear. A more in-depth discussion of long-term debt can be found in the notes to the financial statements.

Approximately 90% of total net assets or $20,767,776 represents investiments in capital assets, net of related debt. The
$2,243,223 (10%) of unrestricted net assets represent resources available to fund the programs of the City next year,



Changes in net assets. The City’s combined changes in net assets were 1,014,631 at September 30, 2011, (See Table A-
2)

Table A-2
City of Shenandoah's Change in Net Assets
2011 2010
Governmental Basiness-Type Governmental  Business-Type
Activities Activities Total Activities Activities Total

REVENUES
Program Revenues:

Charges for Services 5 547,769 § 2,232141 5 2779910 % 773,643 § 981,510 § 1,755,153

Capital Grants

and Contributions - 127,493 127,495 720,033 166,768 886,801

General Revenues:

Sales Taxes 4,499,233 - 4,499,233 4,217,352 - 4,217,352

Property Taxes 1,651,087 - 1,651,087 1,650,664 - 1.650.664

Franchise, Local,

and Other Taxes 1,010,147 - 1,010,147 028,926 - 928.926

Intergovernmentat 96,984 - 96,584 473,993 “ 473,993

Investment Earnings [2,362 806 13,168 26,306 624 27130

Other 109,365 - 109,365 255,273 368 255.641
Total Revenues 7,926,947 2,360,442 10,287,389 9,046,390 1,149,270 14,195,660
EXPENSES
Governmental Activities:

General Government 2.057.056 - 2,057,056 1,901,603 - 1.901.6G3

Public Safety 2.696,838 - 2696838 3,336,943 - 3,336,943

Public Works 1,531,923 - 1,331,923 1,641,233 - 1641,233

Comm. Development 608,352 - 608,352 674,946 - 674,946

Interest and

Fiscal Charges 784,707 - T84.707 1,173,095 - F.173.093

Facilitics Repair

and Maintenance § 1903 - 11,903 - - -
TFotal Governmental

Activities 7,690,781 - 7,690,781 8,727,820 - 8,727,820
Business Type Activities:

Water and Sewer - 1,581,977 1,581,977 - 1,583,534 1,583,534
Fotal Business-

Type Activities - 1,581,977 1,581,977 - 1,583,534 1,583,534
Total Expenses 7,690,781 1,581,977 9,272,758 8,727,820 1,583,534 16,311,354
Excess (Deficiency )

Before Transfers

and Special Items 236,166 778,465 1,014,631 318,370 (434,264} (115,694
Special liems - - - 435,861 - 433,861
Transfers In (Out) (757,289 757,289 - {1,451.596) 1,451,596 -
Change in Net Assets (321,123) 1,535,754 1,014,631 (697,165) 1,617,332 320,167
Beginning Net Assets 9,544,297 12,452,071 21,996,368 10,241,462 11,434,739 21,676,201
Ending Net Assets $ 9023174 § 13,987,828 5§ 23010999 & 9,544,297 § 12,452,071 § 21,996,308




Governmental Activities

The City’s total revenues were $7,926,947 from all governmental activities. A significant portion, $4,499,233 or 57%, of the
City's revenue comes from sales taxes. Property tax revenue accounts for $1,651,087, or 21% and charges for services are
$547,769. or 7% of total revenue for governmental activities. (See Figure A-1).

The total cost of all governmental programs and services was $7,690,781. The public safety function accounted for
$2,696,838, or 35% of this total. (See Figure A-2).

FigureA-1
Revenues by Source - Governmental Activities

Property Taxes

21%
Intergovernmental
1%
Franchise, Local, and
Sales Taxes Other Taxes
57% 13%
. irm——————____Investment Earnings
\ 0%
) ] Other
CapitalGrantsand o
. . 19%
Contributions Charges for Services
0% 7%
Figure A-2

Program Revenues and Expenses
Governmental Activities

3,000,000
2,500,000 e # Revenues|
W Expenses
2,000,000 - )
1,500,000 - -
1,000,000 e e R s -
500,000
General Public Safety Public Works Community Interest and Fiscal
Governiment Deveiopment Charges




Program revenues of $547,769 are comprised in large part (71%) of general government revenues of $389.721. The public
works function makes up 23% of program revenues at $137,627, and the community development function, 4% at 320,421
As expected, general revenues provided the required support and coverage for additional expenses.

The governmental activities showed a decrease in net assets over the prior year which is attributable to the decrease in total
revenues was greater than the decrease in total expenditures.

Business-type Activitics

Business-type activities are financed in whole or in part by fees charged to external users for goods or services. They are
reported in an enterprise fund. Business-type activities increased the City’s net assets by $1,535,754. Revenue can be
reported as program revenue or general revenues. There are two categories under which program revenues can be reported.
The first is charges for services, which includes revenues autributable 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 capital grants and contributions, which are not generated by the
program, and generally the grantor is not the beneficiary of the goods, services, or privileges provided. Charges for services
were $2,232,141, capital grants and contributions were $127,495, and program expenses were $1,581,977. The increase in
net assets is due to an increase in charges for services,

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, unassigned
fund balance may serve as a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

As the City completed the year, its governmental funds, as presented in the balance sheet, reported combined ending fund
batances of $6,698,144, which is a decrease of $3,162,322 from last year's total of $9,860.466.

The General Fund is the operating fund of the City. At the end of the current fiscal year, unassigned fund balance of the
General Fund was $1,966,593, which represented 100% of total general fund balance. As a measure of the General Fund's
liquidity, it may be useful to compare unassighed fund balance to total fund expenditures. Unassigned fund balance
represents 34% of total General Fund expenditures.

The hotel/motel occupancy tax fund ending fund balance of $230,212, all of which is restricted for the payment of expenses
related to community development. The hotel/mote]l occupancy tax fund balance increased $22,398 during the year,
primarily due to an increase in taxes collected.

The debt service fund has a total fund balance of $9,043 all of which is restricted for the payment of debt service. The net
decrease in fund balance of $27,119 relates to the increase of scheduled debt payments of principal and interest to

$2,345,235.

The capital project fund has a total fund balance of $4,497,269 all of which is restricted for capial expenditures. The net
decrease in fund balance during the current year in the capital projects fund was $2,879,057. The decrease was due to
increased expenditures for capital projects.

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial statements, but in
more detail.

Unrestricted net assets of the Water and Sewer Fund at the end of the year amounted to $459,025. The total increase in net
assets of $1,535,754 was largely due to an increase in charges for services.



General Fund Budgetary Highlights

Over the course of the year, the City revised its budget multiple times. Difference between the originally-adopted budget and
the final amended budget of the general fund were to increase appropriations $88,613. The most signiftcant changes were to
increase public works. Actual expenditures are $231.452 under the final budgeted amounts, largely due to the general
government function of government. Resources available were $31,279 above the final budgeted amount. This is due
fargely to the fact that sales tax revenues and intergovernmental revenues were greater than expected.

CAPITAL ASSETS AND DBEBT ADMINISTRATION
Capital Assets

At the end of 2011, the City had invested $45.026,386 in a broad range of capital assets, including land, equipment,
buildings, and infrastructure. (Sec Table A-3).

Table A-3
City of Shenandoah's Capital Asscts
2811 2016
Governmental Business-Type Governmential Business-Type
Activities Activities Total Activities Activities Total

Land ) 4,853,886 $ 1,673,568 § 6527454 % 4.853.886 § 1.673.368 § 6.527.454
Const. in Progress 9545878 2.348.816 11,894,694 7,723,286 3.427.005 11,150,291
Infrastructure 19,461,275 - 19,461,275 15,383,986 - 15,383,986
Bidgs. & Improv. 3,587,119 - 3.587.119 3,587,119 - 3387119
Furn. & Equip. 2,040,970 457,536 2,498,526 1,697,310 437,556 2,154,866
Water and

Sewer Sy stem - 20,588,573 20,588,373 - 17,781,117 17,781,817
Totals 39,489,128 15,008,513 64,557,641 33,245,387 23,339,246 56,584,833
Accum. Depree. (7,991,342) {11,539,713) (19.331,255) {7.293,227) {11,067.853) (18.361,082)
Net Capital Assets §7 314973886 § 13528800 § 45026386 0§ 25952360 § 12,271,391 % 38.323,751

More detailed information about the City’s capital assets is presentied in Note E of the basic financial statements.

Long-Term Debt
At year-end the City had $29,849,874 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,

Table A4
City of Shenandoah's Long-Term Belbt
2011 2010
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activifies Total
Bonds Payable L3 233,000 % - 8 235000 % 465,008 § - 3 463,000
Certif. of Oblig 13,060,000 . 13,060,000 13,940,000 - 13,940,000
Gen, Improv. Bonds 16,030,000 - 16,030,000 11,943,000 - 11,945,000
Premiwms 152,073 - 152,073 52,770 - 32,770
Discounts (9.897) - (9.897) {10,349} - {10.349)
Comp. Abscnces 249,274 37.966 287,240 115,196 30,662 145,858
Net Pension Oblig, 83,648 11,810 93,458 53,947 7,617 61,564
Total Long-Term Debt § 29,800,098 % 49,776 &  29,849.874 5 26,561,564 S8 38,279 § 26,599,843




ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

s Appraised value used for the 2012 budget preparation is $512,543,159, a 2.8% increase from 2011. The ad valorem
1ax rate decreased to 0.3237 per $100.

« Sales tax revenues are projected to be $4,358,107 in 2012. Overall revenues are projected to increase approximately
2%.

s General operating fund spending increases in the 2012 budget from $5,732,389 1o $5,916,548. This is a 3%
mcrease.

If these estimates are realized, the City’s budgetary General Fund balance is not expected to change appreciably by the close
of 2012,

CONTACTING THE CITY’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, 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.



BASIC FINANCIAL STATEMENTS
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CITY OF SHENANDOAH
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2011

ASSETS

Cash and cash equivalents

Investments

Receivables, net

Intemnal balances

Deferred charges

Non-depreciable capital assets

Capital assets, net of accumulated depreciation

Total Assets

LIABILITIES

Accounts payable
Accrued labilities
Accrued interest payable
Retainage payable
Customer deposits
Deferred revenue
Noncurrent liabilities:

Due within on year

Due in more than one year

Total Liabilities

NET ASSETS
Invested i capital assets, net of related debt

Unrestricted

Total Net Assets

Primary Government

EXHIBIT A-1

Component Unit

Govermnmental

Business-type

activities: activities: Total SMDD
1483911 § 714,116 % 2,198,027 $ 705,353
6,046,421 96,893 6,143,314 1,088,709
832,518 195,991 1,028,509 232963
298,897 {298,897) - -
711,297 - 711,297 -
14,399,764 4,022,384 18,422,148 -
17,097,822 9.506,416 26,604,238 -
40,870,630 14,236,903 55,107,533 2027025
1,061,451 96,046 1,157,497 5816
167,162 8,659 175,821 -
122,962 - 122,962 -
491,905 5,151 497,036 29,064
153,878 §9.446 243324 -
50,000 - 50,600 -
1,494,637 18,983 1,513,620 -
28,305,461 30,793 28,336,254 -
31,847,436 249078 32,096,334 34,880
7,238,976 13,528,800 20,767,776 -
1,784,198 459,025 2,243,223 1,992,143
9,023,174 3 13,987,825 5 23,010,999 5 1,992,143

The accompanying notes are an integral part of these financial statements,
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CITY OF SHENANDOAH
STATEMENT OF ACTIVITIES
SEPTEMBER 30, 2011

Functions/Prograns

PRIMARY GOVERNMENT:
Governmental activities:
General govemment
Public safety
Public works
Community development
Interest and fiscal charges

Facilities repairs and maintenance

Total governmental activities

Business-type activities:
Water and Sewer

Total Primary Government

COMPONENT UNITS:

Shenandoah Municipal Development District

Total Component Units

Program Revenues

Capital
Charges for Grants and
Expenses Services Contributions
3 2,057,056 § 389,721 S -
2,696,838 - -
1,531,923 137,627 -
608,352 20,421 -
784,707 . -
11,905 - -
7,690,781 547,769 -
1,581,977 2,232,141 127493
9,272,758 2,779,910 127,495
683,263 - -
5 685,263 § - § -

General Revenues:
Sales taxes
Property taxes
Franchise taxes
Other taxes

Grants and contributions not restricted to specific programs

Investment revenue
Other revenues
Trans fers

Total general revenues, special items. and transfers

Change in Net Assets
Net Assets - Beginning
Net Assets - Ending

The accompanying notes are an integral part of these financial statements.

14



Net (Expense) Revenue and Changes in Net Assets

EXHBIBIT A-2

Component Unit

Governmental
Activitics

Business-type
Activities

(1.667,335)
(2,696,838)
(1,394,296)
(587,931)
(784,707)
(11,905)

{7,143,012)

777,659

{7,143,0612)

777,659

4,499,233
1,651,087
374,149
635,998
96,984
12,362
109,365

(757,289)

806

757,289

6,621,889

758,003

(521,123)
9,544,297

1,535,754
12,452,071

9,023,174

13,987,825

15

3

Total

SMBPD

(1,667,335)
(2,696,838)
(1,394,296)
(587,931)
(784,707)
(11,905)

(7,143,012)

771,659

(6.365,333)

4,499,233
1,631,087
374,149
635,998
96,984
13,168
109,365

{685,263)

(685,263)

1,405,527
1,237
6,600

7,379,984

1.412,764

1,014,031
21,996,368

727,501
1,264,644

23,010,999

1,992,145



CITY OF SHENANDOAH

BALANCE SHEET — GOVERNMENTAL FUNDS

SEPTEMBER 30, 2011

ASSETS

Cash and cash equivalents
Investments

Receivables, net

Due from other funds

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable

Accrued liabilities

Retainage payable

Due to other funds

Customer deposits

Deferved revenue

Total Liabilities

Fund balances:
Restricted for hotel/motel occupancy tax
Restricted for debt service
Restricted for capital improvements
Unassigned

Total fund balances

Total Liabilities and fund balances

The accompanying notes are an integral part of these financial statements,

$

General Fund

1,255,312
129,243
801,665
420,985

2,607,205

136,300
164,926

127,154
153,878
58,354

640,612

1,966,593

1,966,593

2,607,205
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Hotel/Matel

Occupancy Tax

Fund

148,844
204,715

118,983

123,347

230212

Debi Service
Fund

7175
30,833
1,868

39,896



Capital
Improvements
Fund

79,755
3,705,288

127,154

5,912,197

1,414,928

4,497,269

4,497,269

5,912,197

Other
Governmenial
Funds

(4,973)
(4,973)

17

EXHIBIT A-3

Total
Govemmental
Funds

1,483,911
6,046,421
832,518
550,007

8,912,857

1061451
167,162
491,903
5LIN0
153,878
89,207

2,214,713

230,212
9.043
4,497,269
1,961,620

6,698,144

8,912,857
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CITY OF SHENANDOAH

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

SEPTEMBER 30, 2011

EXHIBIT A-4
Fotal Fund Balances - Governmental Funds (Exhibit A-3) $ 6,698,144
Amounts reported for governmental activities in the statement of net assets are different because:

Bond issuance costs are reported as expenditures in the governmental funds, but are
capitalized and amortized over the lives of the associated bonds in the statement of net
assets. This is the balance of bond issvance costs, net of accunulated amortization. 711,297

Capital assets used in governmental activities are not current financial resources,
and therefore are not reported in the governmental funds. This is the balance of
capital assets pertaining to governmental activities, net of accumulated depreciation. 31,497,586

Property taxes receivable that are unavailable to pay fromcurrent period expenditures are
deferred in the funds. 39,207

Long-term liabilities of governmental activities are not payable from current financial
resources, and therefore are not reporied in the governmental funds. The balance of
long-term liabilities pertaining to governmental activities consists of the following:

Bonds Payable, at Original Par $ (29,325,000)
Premiums on Bonds Payable (152,073}
Discounts of Bonds Payable 9,897
Accrued Interest on Debt {122,962}
Compensated Absences (249,274)
Net Pension Obligation (83,048)

(29,923,060)
Total Net Assets - Governmental Activities (Exhibit A-1) 5 9,023,174

The accompanying notes are an integral part of these financial statements.
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CITY OF SHENANDOAH

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES — GOVERNMENTAL FUNDS

SEPTEMBER 30, 2011

REVENUES
Taxes:
Sales taxes
Property taxes
Franchise taxes
Other taxes
Licenses and pennits
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 outlays

Total Expenditures

Excess (Deficiency) of Revenues

Over (Under) Expenditures

OTIHER FINANCING SOURCES (USES)

Transfers in

Transfers out

Proceeds fromthe sales of 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 these financial statements.

b

$

General Fund

4,499,233
776,921
374,149
254,042

94,847
156,548
2,248
130,447
108,580

1,998,369
2,309,632
1,086,343

§9,444

248,601

3,732,389

664,626

572,480
(1,515,645)

(943,165)

(278,539)
2,245,132

1,966,593

20

Hotel/Motel

Occupancy Tax

Fund

635,998

1,500
451

785
638,734

498,545

408,545

140,189

(117,791)

(117,791)

22,398
207,814

230212

3

Debt Service
Fund

$70.880

§71.206

2,447

1,325,000
1,017,788

2,345,235

(1,474,029}

1446910

1.446,910

(27,119)
36,162
9,043



7,776,033

(7,766,696}

586,024

4,407,354
{105,779}

4,887,639

{2.879,057)
7,376,326
4,497,269 5

jiv]

Capital Other
Improvements Govemmental
Fund Funds
- 3 -
- 2137
9,337 -
- 5232
9,337 7,369
3,921 4.809
- 2,363
7,772,112 -

7,374

3)

&)
(4,968)
(4.973)

EXHIBIT A-5

Totai
Govemmental
Funds

b3 4,499,233
1,647,801

374,149

635,998

254,042

96,984

158,048

12,362

135,679

109.365

7.923.601

2,009,546
2,312,197
1,086,343

587,989

1,325,000
1,017,788

16,359,576

(8,435,913}

2.605.414
(1,633.436)
4,407,394

{105,779)

5,273,593

(3,162,322)
9,860,460

$ 6,098,144
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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, 2011

EXHIBIT A-6
Total Net Changes in Fund Balances - Governmental Funds (Exhibit A-5) $ (3,162,322)
Amounts reported for governmental activities in the statement of activities are different because:
Capital outlays are reported in governmental funds as expenditures; however, in the

statement of activities, the cost of those assets is allocated over their estimated useful
lives as depreciation expense,

Capital Asset Expenditures Capitalized $ 6,279,541
Depreciation Expense {734,313) 5,545,226

Because some property taxes will not be collected for several months afier the City's fiscal
year end, they are not considered "available” revenues and are deferred in the govemmental
funds. Deferred taxrevenues increased (decreased) by this amount this year. 3,280

The issuance of long-term debt (e.g., bonds, certificate of obligation notes) provides current
financial resources to goveramenial funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds. Also, governmental funds
report the effect of issuance costs, premiums, discounts, and similar items when debt is first
issued, whereas, these amounts are deferred and amortized in the statement of activities. This
amount is the net effect of these differences in the treatment of long-term debt and related items.

Proceeds from Bonds $ (4,407,394)
Payment of Principal 1,325,000
Bond Issuance Costs increased 105,779
Amortization of Bond Issuance Costs (39,108)
Accrued Interest on Debt 264,550
Amortization of Bond Premium and Discount 7,639 (2,743,334)

The {increase) decrease in the net pension obligation is reported in the statement of activities but
does not require the use of current financial resources; therefore, it is not reported as an
expenditure in the govemmental funds. (29,701

The {increase) decrease in compensated absences is reported in the statement of activities but does
not require the use of current financial resources and, therefore, is not reported as an expenditure
in the governmental funds. (134,078)

Change in Net Assets for Governmental Activities (Exhibit A-2) 3 (521,123)

The accompanying notes are an integral part of these financial statements.
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CITY OF SHENANDOAH
STATEMENT OF NET ASSETS
ENTERPRISE FUND
SEPTEMBER 30, 2011

ASSETS

Current assets:
Cash and cash equivalents

investments
Receivables, net

Total current assets

Noencurrent assets:
Land
Construction in progress
Water and sewer system
Fumiture and equipment
Less: accumulated depreciation

Total noncurrent assets

Total assets

LIABILITIES

Current liabilities:
Accounts payable
Accrued habilities
Retainage payable
Due to other funds
Customer deposits
Compensated absences payable, current

Total current Habilities

Noncurrent liabilities:
Compensated absences payable, noncurrent
Net pension obligation

Total noncurrent liabikities

Total Labilities

NET ASSETS

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

Total net assets

The accompanying notes are an integral part of these financial statements.

EXHIBIT A-7

Water and
Sewer Fund

714,116
96,893
195,991

1,007,000

1,673,568
2,348.816
20,588.373
457,356

{11,539,713)

13,528.800

14,533,800

96,046
8,659
5,151

298,897

89,446

18,983

517,182

18,983
11,810

30,793
347,975

13,528,800
439,025

$ 13,987.825



CITY OF SHENANDOAH

STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN FUND NET ASSETS - ENTERPRISE FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Operating revenues:

Water charges

Sewer charges

Penalties and reconnect fees
Groundwater reduction plan fees
Other services

Total operating revenues

Operating expenses:
Personnel
Supplies and services
Maintenance
Depreciation expense

Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses)

Intergovernmental
Investment earnings

Total nonoperating revenues (expenses)

Income {lass) before transfers and capital contributions

Capital contributions
Transfers out

Change in net assets

Total net assets - beginning

Total net assets - ending

The accompanying notes are an integral part of these financial statements.
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$

EXHIBIT A-8

Waterand
Sewer Fund

1,191,299
796,863
78,889
164,377
713

548,423
257,903
303,791
471,858

1,581,977

650,164

778,465

1,729,267

(971,978)

1,535,754

12,432,071

13,987,825



CITY OF SHENANDOAH
STATEMENT OF CASH FLOWS

ENTERPRISE FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2011

Cash Flews from Operating Activities:

Cash received from customers
Cash payments to other suppliers for goods and services

Net Cash Flows from Operating Activities

Cash Flows from Non-capital Financing Activities:
Transfers (to) fromother funds

Net Cash Flows from Non-capital Financing Activities

Cash Flows from Capital and Related Financing Activities:

Acquisition or construction of capital assets
Capital contributions
Grant contributions

Net Cash Flows from Capital and Related Financing Activilies

Cash Flows from lnvesting Activities:

Proceeds fromsales and maturities of securitics
Interest and dividends on investiments

Net Cash Flows from Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income to
Net Cash Flows from Operating Activities:

Operating Income {Loss)

Adjustiments {o reconcile operating income
to net cash flows from operating activities:

Depreciation

Change in assets and liabilities:
Decrease (increase) in receivables
Increase (decrease) in accounts payabie
Increase (decrease) in accrued liabilities
Increase (decrease) in retainage payvable
Increase (decrease) in due to other funds
Increase (decrease) in compensated absences payable
Increase (decrease) in net pension obligation
Increase {(decrease) in customer meter deposits

Total adjustments
Net Cash Flows from Operating Activities

The accompanying notes are an integral part of these financial statements,
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EXHIBIT A-9

Waterand
Sewer Fund

2,507,357

(1,234,408)

},272,949

{971,978}

3

(371,978}

(1,729,267)
1,729267
127,495

127,495

277,810

806
278,616
707,082

7,034
14,116

050,164

471,858

248,389
61818
5470
5,151
(208,225)

7.304
4.193
26,827

622,785

1,272,949



CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

A, Summary of Sienificant Accounting Policies

The combined financial statements of the City of Shenandoah {the City) have been prepared in conformity with
accounting principles applicable to governmental units which are generally accepted in the United States of America,
The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles.

1.

2

Reporting Entity

The City of Shenandoah is a municipality governed by an elected mayor and a five-member council. The
accompanying financial statements present the resuits of the government's operations and its resultant financial
position, as well as the financial activities and positions of the City’s component units. Component units are legally
separate entities for which the government is considered 1o be financially accountable. One such entity existed
within the current fiscal year, which is deseribed briefly below. In order io emphasize its legal separation from the
primary government, the component unit’s financial information has been discretely presented in a separate column
in the government-wide financial statements.

Discretely Presented Component Unit
Shenandoah Municipal Development District

The Shenandoah Municipal Development District (SMDD) is a political subdivision of the City of Shenandoah,
authorized under Chapter 377 of the Texas Local Government Code, which was formed on May 8, 2009 when the
citizens of Shenandoah approved its creation and authorized it to impose a one-half percent sales {ax to finance
development projects beneficial to the District. State law allows the District fo collect a sales tax up to one-half of
one percent, and tax receipts began in October of 2009, The District was created for the purpose of planning,
acquiring, establishing, developing, constructing, or renovating one or more development projects, as defined by
law. The City is considered financially accountable for the SMDD because the District's five member board of
directors is wholly appointed by and serves at the discretion of the City Council.

The SMDD does not issue separate financial statements.

Basis of Presentation, Basis of Accounting

a. Government-wide Statements: The statement ol net assets and the statement of activities include financial
activities of the primary government. Eliminations have been made to minimize the double-counting of internal
activities. These statemenis distinguish between the governmental and business-type activities of the City.
Govermnmental activities generally are financed through taxes, intergovernmental revenues, and other
nonexchange transactions. Business-type activities are financed in whole or in part by fees charged 1o 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 program or function and, therefore, are clearly
identifiable to a particular function. The City does not allocate indirect expenses in the statement of activities.
Program revenues include (a) fees, fines, and charges paid by the recipients of goods or services offered by the
programs, and (b) grants and contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues that are not classified as program revenues, including all taxes, are presented
as general revenues.

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



CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated
with the prineipal activity of the fund. Exchange transactions are those in which each parly 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.

Hotel/Motel Occupancy Tax Fund. This fund is a special revenue fund used to account for the revenues
collected from taxes levies on the City’s hotels and motels. Revenues are authorized 1o be spenl on community
development.

Debt Service Fund This fund is used to account for the accumulation of resources for and the payment of
general obligation bonds, 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 vears. 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 reports the following major enterprise funds:

Weater/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 private business entities, and the costs of providing
services are intended to be recovered primarily through charges to the general public for use of such services,

b. Measurement Focus, Basis of Accounting

Government-wide and Proprietary Fund Financial Statements: These financial statements are reported using the
economic resources measurement focus. The government-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 incwrred, regardless of when the related cash flows iake place. Nonexchange
transactions, in which the City gives {or receives) vaiue without directly receiving (or giving) equal value in
exchange, include property taxes, grants, entitlements, and donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal year for which the taxes are levied. Revenues from grants,
entitlements, and donations are 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 methed, revenues are
recognized when measurable and available. The City does not consider revenues collecied after its year-end to
be available in the current period. Revenues from ocal sources consist primarily of property taxes. Property
tax 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 earned, since they are both measurable and available.
Expenditures are recorded when the related fund liability is incurred, except for principal and interest on general
long-term debt, claims and judgments, and compensated absences, which are recognized as expenditures 1o the
extent they have matured. General capital asset 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.



CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

When both restricted and unrestricted (committed, assigned, or unassigned) resources are avatlable for use, it is
the City's policy 1o use restricted resources first, then unrestricted resowrces as they are needed. The City
considers that committed amounts would be reduced first, followed by the assigned amounts, and then
unassigned amounts when expenditures are incurred for purposes for which amounts in any unrestricted fund
balance classification could be used.

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 Standards 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 10 apply future FASE
standards (including amendments to earlier pronouncements), or 2) continuing to follow new FASE
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 depositorics are considered cash
equivalents.

Property Taxes

Property taxes are levied during September of each year, are due upon receipt of the City’s tax bill, and become
delingquent on Febroary 1 of the following vear. The City’s tax lien exists from January 1 (the assessment date)
each year uniil the taxes are paid. The penalties and inferest accumulate on the unpaid accounts until July 1, at
which time the delinquent accounts are turned over to 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 to delinquent taxes on February 1. The penalty amount increases
10 a maximum of 12% on July 1 of each year, with interest continuing to increase at 1% per month until the
account is paid. An additionzl 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, 2011 was $0.3282 per $100, aliocated $0.1587 for the
General Fund and $0.1693 for the Debt Service Fund.

Capital Assets

Purchased or constructed capital assets are reported at cost or estimated 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 fives:

Estimated
Asset Class Useful Lives
Fumiture and equipment 3to 20 years
Buildings and improvements 30 to 40 years
Infrastructure 3010 40 years
Water and sewer system 40 years
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CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

d.

Interfund Activity

Interfund activity results from loans, services provided, reimbursements or transfers between funds. Loans are
reported as interfund receivables and payables as appropriate and are subject to elimination upon consolidation.
Services provided, deemed lo be at market or near market rates, are treated as revenues and expenditures or
expenses. Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and
reduces its refated cost as a reimbursement.  All 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 statement of
activities. Similarly, interfund receivables and payables are netted and presented as a single “internal balances”
line on the government-wide statement of net assets.

f.ong-term Obligations

In the government-wide financial statements and proprietary fund type financial stalements, long-term debt and
other long-term abligations are reported as labilities in the applicable governmental activities, business-type
activities, or proprietary fund type statement of net assets. Bond premiums and discounts, as well as issuance
costs, are deferred and amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. Debt issuance costs are reported as deferred
charges and amortized over the term of the related debt,

in the fund financial statements, govermmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Fund Equity

Beginning with fiscal year 2011, the City implemented GASB Statement No. 54, “Fund Balance Reporting and
Governmental Fund Type Definitions,” This Statement provides more clearly defined fund balance categories to
make the nature and extent of the constraints placed on a government’s fund balances more transparent. The
following classifications describe the relative strength of the spending constrainis:

+  Nonspendable fund balance ~ amounts that are not in spendable form (such as inveniory) or are required to
be maintained intact,

« Restricted fund balance — amounts constrained to specific purposes by thelr providers (such as grantors,
bondholders, and higher levels of government), through constitutional provisions, or by enabling
legisiation.

« Committed fund balance — amounts constrained to specific purposes by the City itself, using its highest
level of decision-making authority (i.¢., City Council). To be repotted as commiited, amounts cannot be
used for any other purpose unless the City takes the same highest level action to remove or change the
constraint.

«  Assigned fund balance — amounts the City intends to use for a specific purpose. Intent can be expressed by
Council or by an official or body to which the Council delegates the anthority.

« Unassigned fund balance — amounts that are available for any purpose. Positive amounts are reported only
in the general fund.

Beginning fund balances for the City’s governmental funds have been restated to reflect the above
classifications.

The City Council established (and modifies or rescinds) fund balance commitments by passage of a resolution.
This is typically done through adoption and amendment of the budget. A fund balance commitment is further
indicated in the budget document as a designation or commitment of the fund (such as for special incentives).
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CITY OF SHENANDOAH
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED SEPTEMBER 30, 2011

Assigned fund balance is established by the City Administrator or his designee through adoption or amendment
of the budget as intended for specific purpose (such as the purchase of fixed assets, construction, debt service,
or for other purposes).

Use of Estimates

i

The preparation of financial statement in conformity with GAAP requires the use of management’s estimates.
Actual results may differ from those estimates.

Budgetary Data

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

B. Compliance and Accounfability

1. Finance-Related Legal and Contractual Provisions
In accordance with GASB Statement No. 38, Certain Financial Statement Note Disclosures, violations of finance-
related legal and contractual provisions, il any, must be disclosed. There were no such violations in the current
fiscal year.
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, along with remarks which address
such deficits:
Deficit
Fund Name Ameunnt Remarks
LEQSE Fund 5 (2,752} The General Fund will transfer funds i 2012 to offset
Designated Court Fund (2,221) these negative fund balances,
Total Other Governmental Funds k) (4,973)
3. Excess of Expenditures Over Appropriations

For the vear ended September 30, 2011, expenditures for capilal outlays exceeded appropriations in the General
Fund by $129,853. Expenditures for debt service exceeded appropriations in the Debt Service Fund by $403,879.

. Deposits and Investments

The City’s funds are required to be deposited and invested under the terms of a depository contract. The depository bank
deposits for safekeeping and trust with the City’s agent bank approved pledged securities in an amoumt 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 to the extent of the deposttory bank’s dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance.

Cash Deposits:

At September 30, 2011, the carrying amount of the City’s deposits {cash, certificates of deposit, and interest-bearing
savings accounts included in temporary investments) was $2,198,027 and the bank balance was 83,343,616, The City’s
cash deposits at September 30, 2011 and during the year then ended were entirely covered by FDIC insurance or by

pledged collateral held by the City’s agent bank in the City’s name.
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SMDD maintains deposits at various financial institutions and credit unions. At September 30, 2011, the carrying
amount of SMDD's deposits (cash, certificates of deposit and interest-bearing savings accounts) was $705,353 and the
bank balance was $827,580, At September 30, 2011, all bank balances were covered by federal deposit insurance, or
pledged collateral held by the financial institution in the City’s name.

investments:

The City is required by Govermment Code Chapter 2256, The Public Funds Investment Act, to adopt. implement. and
publicize an investment policy. That policy must be written; primarily emphasize safety and liquidity: address
investment diversification, yield, and matwrity and the quality and capability of investment management; and include a
list of the types of investments in which the investing entity’s funds may be invested; and the maximum allowable stated
maturity of any individual investment owned by the entity.

The Public Fuads Investment Act (Act) requires and 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
practices, management reports, and establishment of appropriate policies, the City adhered to the requirements of the
Act. Additionally, investment practices of the City were in accordance with local polices.

The Act determines the types of investments which are allowable for the City. These include, with certain restrictions,
(1} obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas, (2) certificates of deposit, (3) certain
municipal securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers acceptances, (7) mutual
funds, £8) investment pools, (9) guaranteed investment contracts, and (10) common tust funds,

The City’s investments at September 30, 2011 are shown below:

Fair Valuces

Primary Component
Investment Type Maturity Government Unit
Texpool n/a g 6,137,879 3 1,088,709
TexPool Pritme n/a 5,435 .
Total Inves tments ) 6,143,314 $ 1,088,709

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 refated disclosures:

a.  Credit Risk. State law and the City’s investment policy limit investments to obligations of states, agencies, counties,
and other political subdivisions of any state rated not less than A or its equivalent by nationally recognized
investment rating firms, Commercial paper must be rated not less than A-1 or P-1 or an equivalent rating by at least
two nationally recognized credit rating agencies. At year end, the City’s investment in TexPool was rated AAAm
by Standard and Poor’s.

b.  Custodial Credit Risk. This is the risk that, in the event of bank failure, the City’s deposits may not be returned.
The City’s investment policy requires funds on deposit to be collateralized. At year end, market values of pledged
securities and FDIC insurance exceeded bank balances.

c.  Concentration of Credit Risk. This risk is the 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 a concentration of credif risk.

d. Interest Rate Risk. This is the risk that changes in interest rates will adversely affect the fair value of an investment.
At vear end, the City was not exposed 1o interest rate risk.
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TexPool was established as a trust company with the Treasurer of the State of Texas as trustee, segregated from all other
trustees, investments, and activities of the trust company. The State Comptroller of Public Accounts exercises oversight
responsibility over TexPool, including the ability to significantly influence operations, designation of management. and
accountability for fiscal matters. The State Comptroller has also established an advisory board composed of both
participants of TexPool and other persons who do not have a business relationship with TexPool which reviews the
mvestment policy and management fee structure. Standard and Poor’s rates TexPool AAAm. As a requirement to
maintain the rating, weekly portfolio information must be submitted to Standard and Poor’s, as well as to the office of
the Comptrolier of Public Accounts,

Receivables
The following comprise receivable balances at year end:

Primary Government Fund

Water and Component
General Debt Service Sewer Unit
Property taxes $ 8354 3§ 30,853 § - % -
Franchise taxes 29,462 - - -
Sales taxes 737.305 . - 232,963
Accounts and other 26,544 - 198,991 -
Gross receivables 801,665 30,853 198,991 232,963
Less: allowance for uncollectibles - - (3,000) -
Net total receivables 3 801,665 g 30,853 LY 195,991 5 232.963

Revenues of the Water and Sewer Fund are reported net of estimated uncollectible amounts, Total uncollectible amounts
related to revenues of the current period increased (decreased) revenues as follows:

Uncollectibles Related to Water and Sewer Fund Utilities b3 -
Total Uncollectibles of the Current Fiscal Year $ -

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate fiabilities of the current period or in connection with resources that have been received, but not yet
earned. At the end of the current fiscal year, the various components of deferred revenue reported in the governmental
funds were as follows:

Unavaiiable Unearned
Delinquent Property TaxReceivable (General Fund) 3 §354 8§ -
Definquent Property TaxReceivable (Debt Service Fund) 30,853 -
Farnest money for land sold in 11-12 (General Fund) - 50,006
Total Deferred/Unearned Reveuue for Governmental Funds $ 39,207 8 50,000
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E.

Capital Assets

Capital asset activity for the year ended September 30, 2011 was as follows:

Governmesttal Activities:

Capital assets not being depreciated:
Land
Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated:
Infrastructure
Buildings and improvements
Fumiture and equipment

Total capital assets being depreciated

Less accumulated depreciation for
Infrastructure
Buildings and huprovements
Furniture and equipment

Total accunulated depreciation
Total capital assets being depreciated, net

Governmental activifies capital assets, net

Business-type activities:

Capital agsets not being depreciated:
Land
Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated:
Furniture and equipment
Water and sewer system

Total capital assets being depreciated

Less accumulated depreciation for:
Fumiture and equipment
Water and sewer system

Total accumulated depreciation
Total capital assets being depreciated, net

Business-type activities capital assets, net

Beginning Reclass and Eading
Balance Additions Disposals Balance
3 4,853,886 3 -3 -5 4,853,886
7,723,286 6,042,846 (4,220,254 9,545,878
12,577,172 6,042,846 (4,220,254 14,399,764
15,383,986 - 4,077,289 19,461,275
3,587,119 - - 3,587,119
1,697,310 236,693 H06,965 2,040,970
20,668,415 236,695 4,184,254 25,089,364
(5,500,136) {427.519) - (5,927.655)
{725,825) (91.018) 36,000 (780.843)
(1.667,2606) (215,778} - (1,283,044)
(7,293,227 {734,315} 36,000 (7,991,542
13,375,188 {497,620} 4,220,254 17,067,822
$ 25,982,360 § 5,545,226 % - 5 31,497,586
Beginning Reclass and Ending
Balance Additions Disposals Balance
k) 1,673,568 5 -5 -5 1,673,568
3,427,003 1,397,973 (2.476,162) 2,348,816
5,100,573 1,397,973 (2,476,162) 4,022,384
457,550 - “ 457,556
17,788,117 331,294 2,476,162 20,588,573
18,238,673 331,294 2,476,162 21,046,129
{266,175) (27,330 - (293,505}
(10,801,680) (444,528} - {11,246,208)
{11,067,855) (471,858) - {11,539,713)
7.170,813 {140,564 2476,162 9,506,416
$ 12271391 § 1,257,409 § - § 13,528,800
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Depreciation was charged to the following functions:

Governmental Activities

Public safety $ 293,374
Public works 421,572
Community development 19,372
5, 74315
Business-type Activities
Water and sewer 3 471,858
$ 471,858

F. Interfund Balances and Activity

1. Due To and From Other Funds

Balances due to and due from other funds at September 30, 2011, consisted of the following, and represent the
current portion of lending/borrowing and interfund charges for goods and services arrangements outstanding at the
fiscal vear end:

Inferfund Interfund

Receivables Payables
General Fund 3 420,983 3 127,154
Hotel/Motel Occupancy Tax Fund - 118,983
Debt Service Fund 1,868 -
Capital Improvements Fund 127,134 -
Water and Sewer Fund - 298.897
Other Governmental Funds - 4,973
Total 5 550,007 $ 550,007

Al amounts due are scheduled to be repaid within one year.
2. ‘Fransfers To and From Other Funds

Transfers to and from other funds at September 30, 2011 consisted of the following:

Transfers From Transfers To Amount
Hotel/Motel Occupancy Tax Fund General Fund 5 117,791
Water and Sewer Fund Ceneral Fund 434,689
General Fund Debt Service Fund 1,370,713
General Fund Capital Projects Fund 144,932
Water and Sewer Fund Debt Service Fund 76,197
Water and Sewer Fund Capital Projects Fund 441,092
Total A3 2,605.414

The transfers were utilized to pay budgeted expenditures or to reimburse expenditures of the respective fund.
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G. Lopg-Term Obligations

The following is a sunmmary of changes in the City’s total governmental long-term liabilities for the year ended
September 30, 2011, In general, the City uses the General and Debt Service Funds to liquidate long-term debt liabilities.

Amonnts

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities:
General obligation bonds S 465,000 § - 8 (230,000 § 235,000 § 233,000
Certificates of obligation 13,940,000 - (880.000) 13,060,000 910,000
General improvement bonds 11,945,000 4,300,000 (215,000) 16,030,000 225,000
Less: deferred amounts
Issuance premium 52,770 107,394 (8.091) 152,073 -
Issuance discount {10,349) - 452 (9,897) -
Compensated absences™ 115,190 321,796 (187,718} 249,274 124.637
Net pension obligation 53,947 29,701 - 83,648 -
Total governmental activities $ 20,561,564 § 4,758,891 § (1,520,357} 5 29,800,098 § 1,494,637
Business-type activities:
Compensated absences™® 5 30,662 5 41,091 § {33,787) § 37,966 % 18,983
Net pension obligation 7.617 4.193 - 11,810 -
Total business-type activities 5 38279 3 45,284 § (33,787) % 49,776 § 18,983
* Other long-term labilities
The funds typically used to liquidate other long-term labilities are as follows:
Liability Activity Type Fund
Compensated absences Govermmental General
Compensated absences Business-type Water and Sewer
Net Pension obligation Govermnmental General

Net Pension obligation Business-tvpe Water and Sewer
Long-term debt balances at September 30, 2011 and activity for the year then ended are comprised of the debt issues
displayed below. Information is displayed according to debt type and is followed by the debt service requirements for
that type of debt. Total debt service requirements for the City at September 30, 2011 complete this section.

General Obligation Bonds

Maturity Interest Original Beginning Ending

Series Date Rate Issue Balance Adiditions Reductions Balance
2003 2012 3.5-3.625% § 2,355,000 % 465000 § - § (230,000 $ 235,600
Totals h 465,000 § - & {(230.000) $ 235,000

Debt Service Requirements
for the Year Ending September 30,

2012

Totals

General Ohbligation Bonds

Principal Interest Total
3 235,000 § 8518 3 243,518
b 235000 § 8.518 % 243,518
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Certificates of Obligation

Maturity Interest Original Beginning Ending
Series Date Rate Issue Balance Additions Reductions Balance
2003 2012 3.5-3.625% & 3,650,000 § LOHLO0O S -8 {(493,000) $ 515,600
2007 2027 4.0-4.150% 9,043,000 8,650,000 - {125,000) 8,525.000
2008 2016 3.5-4.0% 2,225,000 1,995,000 - {125,000) 1,870,600
2009 2024 2.0-4.0% 2,405,000 2,285,000 - {135,000) 2,150,000
Tofals $ 13,940,000 % -5 (880,000) 5 13,060,000
Debt Service Requirements Certificates of Obligation
for the Year Ending September 30, Principal Interest Total
2012 5 910,000 $ 510,120 % 1,420,120
2013 690,600 479,076 1,169,076
2014 715,000 454,926 1,169.926
2015 745.000 428.451 1173453
2016 770,000 400.850 1.170.850
2017-2021 4,315,000 1,336,500 5,851,500
2022-2026 4,185,000 632,218 4,817,218
2027-2031 730,060 30,296 760,296
Totals § 130600800 § 4472437 § 17,532,437
General Improvement Bonds
Maturity Interest Original Beginning Ending
Series Date Rate Issue Balance Additions Reducfions Balance
2008 2033 40-45% 3§ 35060000 % 5,550,000 3 - % (1150000 & 5,435,000
2009 2028 2.0-4.5% 6,395,000 6,395,000 - {100,000} 6,295 060
2011 2031 3.0-4.25% 4,300,000 - 4,300,000 - 4.300.,000
Totals § 11945800 §  4300,000 % 1500008 16,030,000

Debt Service Requirements
for the Year Ending September 30,

o

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036

Totals $

37

General Improvement Bonds

Principal Interest Total
225000 % 679,849 % 904,849
635,000 614,687 1,249,687
650,000 556,987 1,246,987
670,000 575,737 £,245.737
690,000 553,837 1,243,837
3,813,600 2,401,286 6,216,286
4,620,800 1,614,095 6,234,095
4,000,600 628,183 4.628,185

725,000 49.276 774,276

16,036,000 8

7,713,939 § 23,743,939
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H.

Debt Service Requirenents Primary Government Total, All Debt Types
for the Year Ending September 30, Principal Interest Total
2012 $ 1,370,000 § 1,198,487 § 2,568,487
2013 1,325,000 1,093,763 2,418,763
2014 1,365,000 1,051,913 2,416,913
2015 1,415,000 1,004,188 2,419,188
2016 1,460,000 954,687 2414.687
2017-2021 8,130,000 3,937,786 12,067,786
2022-2026 8.805,000 2,246,313 11,051,313
2027-2031 4,730,000 638,481 5,388,481
2032-2036 725,000 49,276 714,276
Totals $ 293250080 8§ 12,194,894 § 41,519,894

The City has entered inio a continuing disclosure undertaking to provide Annual Reports and Material Event Notices 1o
the State Information Depository of Texas, which is the Municipal Advisory Council. This information s required under
SEC Rule [5¢2-12 to enable investors to analyze the financial condition and operations of the City.

Risk Management

The City is exposed to various risks of loss related to torts, theft, damage or destruction of assets, errors and omissions,
injuries to employees, and natural disasters. During fiscal year 2011, the City obtained general liability coverage at a
cost that is considered to be econoimically 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 the insurance coverage
mentioned above. The agreement for the formation of TML provides that TML will be seli-sustaining through member
premiums and witl reinsure through commercial companies for claims in excess of acceptable risk levels; however, each
category of coverage has its own leve] of reinsurance. The City continues to carry commercial insurance for other risks
of loss. There were no significant reductions in commercial insurance coverage in the past fiscal year, and settled claims
resulting from these risks have not exceeded coverage in any of the past three fiscal years,

Pension Plan

1. The City provides pension benefits for all of its eligible employees through a non-traditional, joint contributory,
hybrid defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS), an agent multiple-
employer public employee retirement system. The plan provisions that have been adopted be the City are within the
options available in the governing statues of TMRS.

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and
required supplementary information (RSI) for TMRS. The report also provides detailed explanations of the
contributions, benefits, and actuarial methods and assumptions used by the System. The report may be obtained
from TMRS” website at www.tmrs.com.
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'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)
2010 2011
Employec deposit rate 7.00% 7.00%
Matching ratio (City to employee) 2to 1 210}
Years required for vesting 5 5
Service retirement eligibility ‘ 6075, 0/20 6075, 0/20
(expressed as age/years ofservice)
Updated Service Credit 100% Repeating, 100% Repeating,
Transfers Transfers
Annuity Increase (to retirees) 70% of CPI Repeating 70% of CP1 Repeating

2. Funding Palicy

Under state law governing TMRS, the contribution rate for each city is determined annually by the actuary using the
Projected Unit Credit actuarial method. This rate consists of the normal cost contribution rate and the prior service
cost coniribution rate, which is calculated to be a level percent of payroll from year to year. The normal cost
contribution rate finances the portion of an active member's projected benefit allocated annually; the prior service
contribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the applicable period for that
city. Both the normal cost and prior service contribution rates include recognition of the projected impact of
annually repeating benefits, such as Updated Service Credits and Annuity Increases,

The City contributes to the TMRS Plan at an actuariatly determined rate. Both the employees and the City make
contributions monthly. Since the City needs o know its contribution rate in advance for budgetary purposes, there
is a one-year delay between the actuarial valuation that serves as the basis for the rate and the calendar year when
the rate goes into effect. The annual pension cost and net pension obligation are as follows:

Annual Required Contribution (ARC) $ 461,955
Interest on Net Pension Obligation 4,617
Adjustments to the ARC (3,759
Annual Pension Cost (APC) 462,813
Conuibutions Made {428,919)
Increase (Decrease) in Net Pension Cbligation 33,894
Net Pension Obligation, Beginning of Year 61,564
Net Pension Obligation, End of Year $ 95,458
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The increase in pension obligation was charged to the following functions:

Governmental Activities:

General Government
Public Safety

Public Works
Community Development

Total Governmental Activities

Business-type Activities:

Water and Sewer

Total Business-type Activities

3. Trend information for the plan:

7,002
17,300
4,399
991

29,701

4,193

4,193

Actuai
Annual Pension Contribution Percent of APC Net Pension
Fiscal Year Ending Cost {(APC) Made Contributed Obligation
September 30, 2009 kY 407653 % 370,606 91% 37.047
September 30, 2010 467,625 443,108 95% 61,564
September 30, 2011 462,813 428,919 93% 95,458
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The required contribution rates for fiscal year 2011 were determined as part of the December 31, 2008 and 2009
actuarial valuations. Additional information as of the latest actuarial valuation, December 31, 2010, is as follows:

Actuarial Valuation Date

Actuarial Cost Method

Amortization Method

GASB 25 Equivalent
Single Amortization Period

Amortization Period

12/31/2008

Projected Unit
Credit

Level Percent of

Payroll

29 Years;
Closed Period

1273172009

Projected Unit

Credit

Payroil

29 Years;
Closed Period

L 30 Year 30 Years
for new Gains/Losses oY Years Sv years
10-year
Asset Valuation Method Amortized Cost Smoothed
Market
Actuarial Assumptions:
investment Rate of Retum* 7.5% 1.5%

Projected Salary Increases®

Varies by Age

Varies by Age

and Service and Service
*Includes nflation at 3.00% 3.009%%
Cost-of-Living Adjustments 2.1% 2.1%

Funded Status and Funding Progress:

Level Percent of

12/31/2010-prior to

restructuring

Projected Unit

Credit

Level Percent of

Payroll

27.4 Years:
Closed Period

30 Years

fQ-year
Smoothed
Market

7.5%

Varies by Age
and Service

3.00%

21%

12/31/2010-
Restructured

Projected Unit
Credit

Level Percent of

Payroll
27.3 Years:
Closed Period

30 Years

t0-year
Snwothed
Market

7.0%

Varies by Age
and Service

3.00%

2.1%

In June, 2011, SB 350 was enacted by the Texas Legislature, resulting in a restructure of the TMRS funds. This
legislation provided for the actuarial valuation to be completed, as if restructuring had occurred on December 31,
2010, In addition, the actuarial assumptions were vpdated for the new fund structure, based om an actuarial
experience study that was adopted by the TMRS Board at their May, 2011 meeting (the review compared actual to
expected experience for the four-year period of January 1, 2006 through December 31, 2009). For a complete
description of the combined impact of the legislation and new actuarial assumptions, including the effects on TMRS
city rates and funding ratios, please see the December 31, 2010 TMRS Comprehensive Annual Financial Report

{CAFR).

The funded status as of December 31, 2010, under the two separate actuarial valuations, is presented as follows:

Actuarial Actuarial Unfunded UAALas a
Actuariai Value of Accrued Funded AAL Cowered Percentage of
Valuation Assels Liability (AAL) Ratio (UAAL) Payroll Covered Payroll
Date (a} (b} (a/b) (b-a) ) (b-a)/c)
1231200100 § 3,027,673 § 5,648,898 336% % 2621225 8§ 3,389.815 73.0%
12/31/201(° 3,225,935 6,182,564 522% 2,956,629 3,589,815 82.4%

(I Actuarial valuation pesTormed under the osiginal fund stracture,
(2) Actuarial valuation performed under the sew fusd structure
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Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of
events far into the future. Actuarially determined amounts are subject to continual revision as actual results are
compared to past expectations and new estimates are made about the future.

Actuarial calculations are based on the benefits provided under the terms of the substantive plan in effect at the time
of each valuation, and reflect a long-term perspective. Consistent with that perspective actuarial methods and
assumptions used include techniques that are designed to reduce short-term volatility in actuarial accrued liabilitics
and the actuarial value of assets. The schedule of funding progress, presented as Required Supplementary
Information following the notes to the financial statements, presents multi-year trend information about whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial acerued liability of

benefits.

J.  Commitments and Contingencies

1.

Commitments

The City has active construction projects underway as of September 30, 2011. The projects include expansion of
public works buiiding and street and drainage projects throughout Shenandoah. At year end, the City’s
commitments with contractors are as follows:

Spent Remaining
Project To Date Conunitment
Priority Area Il Reconstruction h 1,115,063 5 2245475
Public Works Building 350,947 1,334,657
Catahouta Well 261,577 628,923
Totals 5 1,927,587 h) 4,209,055
Contingencies

The City participates in grant programs which are governed by various rules and regulations of the grantor agencies.
Costs charged to the respective grant programs are subjeci fo audit and adjustment by the grantor agencies;
therefore, to the exient that the City has not complied with the rules and regulations governing the grants, refinds of
any money recetved may be required and the collectability of any related receivable may be impaired. In the
opinion of the City, there are no significani contingent liabilities relating to compliance with the rules and
regulations governing the respective grants; therefore, no provision has been recorded in the accompanying basic

financial statements for such contingencies.
Litigation

No reportable litigation was pending against the City at September 30, 2011.



REQUIRED SUPPLEMENTARY INFORMATION

Regquired supplementary information includes financial information and disclosures required by the Governmental
Accounting Standards Board that is not a part of the basic financial statements.
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REVENUES

Taxes:

Sales taxes

Property 1axes

Franchise taxes
Licenses and permits
Intergovermmental
Charges forservices
Investment revenue
Fines and forfeitures
Other revenues

Total Revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Community development
Capital outlays

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

Total Other Financing Sources {Uses)

Net Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Ending

EXHIBIT B-!

Varince with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)

5 4,380,932 3 4430603 % 4,499,233 § 68,630
769,734 769,734 776,921 7,187
356,488 371,288 374,149 2,861
270,000 290,000 254,042 (35,938)

- - 94,847 94,847
221,460 238,960 156,348 (82,412}
49000 2,000 2,248 248
215,000 102,165 130,447 28,282
178,000 160,986 108,580 (52,406)
6,440,614 6,365,736 6,397,015 31,279
2,190,321 2,198,875 1,998,369 200,506
2,431,325 2415747 2,309,632 106,115
1,062,427 1,124,317 1,086,343 37,974
112,185 106,154 89,444 16,710
78.970 118,748 248,601 {129,853)
5,875,228 5,963,841 5,732,389 231452
565,386 401,895 664,626 262,731
547472 547472 372,480 25,008
{1,118,239) (1,118,239) {1,515,645) £397,406)
(570,767} (370,767} {943,165) {372,398)
(5,38) {168,872) {278,539) (109,667
2,245,132 2,245,132 2,245,132 .
3 2239751 § 2076260 % 1,966,593 % (109,667}
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EXHIBIT B-2

Variance with
Final Budget

Budgeted Amounts Positive
Original Final Actual {Negative)
REVENUES
Taxes:
Other taxes b 651,946 $ 651,946 $ 635,998 b (15,948)
Charges for services 2,000 2,600 1,500 (500)
Investment revenue 7,000 7,600 451 (6,549)
Other revenues 500 500 785 285
Total Revenues 661,446 661,446 638,734 {22,7112)
EXPENDITURES
Curmrent:

Community devefopment 635,479 668,640 498,545 170,093
Total Expenditures 635479 668,640 498,545 170,095
Excess {Deficiency) of Revenues

Cver (Under) Expenditures 25,967 (7,194) 140,189 147,383
OTHER FINANCING SOURCES (USES)

Transfers out - - (117,791} {117,791}

Total Other Financing Sources (Uses) - - (117,791} (117,791)
Net Change in Fund Balance 25,967 (7,194) 22,398 29,592
Fund Balances - Beginning 207,814 207,814 207,814 -
Fund Balances - Ending b 233,781 5 200,620 3 230,212 § 29,592
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CITY OF SHENANDOAH

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS

TEXAS MUNICIPAL RETIREMENT SYSTEM
YEAR ENDED SEPTEMBER 30, 2011

Actuarial Actuarial Unfunded UAAL as a

Actuarial Value of Accrued Funded AAL Covered Percentage of
Valuation Assets Liability (AAL) Ratio (UAAL) Payroll Covered Payroll

Date (a) {b} {a/'h) (b-a) {c) (b-a)/c)
12/31/2003  § 35007 § 239,175 14.6%% § 04,168 % 1,661,364 12.3%
1273172004 183,476 587,428 31.2% 403,952 1,863,871 2L.7%
12/31/2005 403,996 846,523 47.7% 442,527 2017744 20.9%
12/31/2606 710,493 1,219,671 58.3% 309,178 2,779,627 18.3%
12/31/2607 1,110,797 2,603,690 42.7% 1,492 893 3,417,194 43.7%
12/31/2008 1,670,173 3,628,341 46.0% 1,958,168 3,355,196 38.4%
12/31/2609 2,434,300 5,196,587 46.8% 2,762,287 3,837,015 72.0%
12312000 3,027,673 5,648,898 53.6% 2,621,225 3,589,815 73.0%
12/312000° 3,225,935 6,182,564 52.2% 2,956,629 3.589.815 §2.4%%

() Actoarial valuation pezformed under the origina! fued struciure.
{2} Actuariaivaluation performed onder the new fund structure
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OTHER SUPPLEMENTARY INFORMATION

This section includes financial information and disclosures not required by the Governmenial Accounting Standards Board
and not considered a part of the basic financial statements. It may include information that is required by other entities,
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CITY OF SHENANDOAH
DEBT SERVICE FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED SEPTEMBER 30, 2011
EXHIBIT B-3

Variance with
Final Budget

Budgeted Amounts Positive
Original Final Actual (Negative)
REVENUES
Taxes:
Property taxes $ 822,116 § §22t16  § 870,880 S 48,764
Invesiment revenue 1,000 1.0060 326 {674)
Total Revenues 823,116 8§23 116 871,206 48,090
EXPENDITURES
Current:
General government 1,000 1,040 2447 (1.847)
Debt service:
Principal 1,065,000 1,065,060 325,000 {260,000}
Interest and fiscal charges 875,356 875,356 1,017,768 (142,432)
Total Expenditures 1,941,356 1,941,356 2,345 235 {403,879)
Excess (Deficiency) of Revenues
Over (Under) Expenditures (1,118,240} {1,118,240) (1,474,029} {353,789)
OTHER FINANCING SOURCES (USES)
Transfers in 1,118,240 1,118,240 1,446,910 328,670
Total Other Financing Sources (Uses) 1,118,240 1,118,240 1,446,910 328,670
Net Change in Fund Balance - - (27,119} (27,119)
Fund Balances - Beginning 36,162 36,162 36,162 -
Fund Balances - Ending ;3 36,162 § 36,162 % 9043 % {27,119)
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