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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Members of the City Counci! of the
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 unit, 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, 2012, 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 abowt 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 unit, each
major fund, and the aggregate remaining fund information of the City of Shenandoah, Texas, as of September 30, 2012, 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 Governmenial 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 inguiries 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 net express an
opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Fereford, Lyack, Sellars & Rokham. P. L.

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

Conroe, Texas
March 13,2013
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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, 2012. 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 Habilities at the close of the fiscal year by $27,910,942 (net assets). As required
by GASB Statement No. 34, net assets also reflect $23,032,076 that is invested in capital assets, net of related debt,

e During the year, the City’s expenses were $617,253 less than the $8,500,340 generated in taxes and other revenues
for governmental activities.

¢ The General Fund reported a fund balances this year of $3,736,900, all of which was unassigned. The amount equals
60% of General Fund expenditures.

» The overall financial position of the City has improved, as noted by the aggregate increase in net assets of
54,899,543,

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Governmeni-Wide Financial Statements

The government-wide financial statemenis 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
agsets. Over ime, increases or decreases in net assets may serve as a useful indicator of whether the financial position of the
City is improving or deteriorating.

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

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-type activities). The governmental activities of the City include
general government, public safety, public works, community development, interest on long-term debt, and facilities repair
and maintenance. The business-type activities of the City include is water and sewer operations. The City includes 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.

Fund Financial Statements

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



Governmental Fuuds

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements, However, unlike the government-wide financial statements, governmental fund
financial statements focus on how money flows info 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 statements; it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By doing so, readers may better understand the long-term impact of the
government's near-term financing decisions. Both the governmental 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 funds and governmental activities.

The City maintains six governmental Tunds. 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-fype activities in the government-wide financial statements.
The City's enterprise fund is used to account for its water 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 public 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 contents of this report,

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the government-wide
and fund financial statements. The notes to the financial statements can be found 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 $27,910,942 at September 30, 2012, which is an increase from the prior
year. (See Table A-1).

Table A-1
City of Shenandoah Texas’s Net Assets
2012 2011
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total

Assets:
Current & Other $ 7,566,964 % 1,353,002 § 8910966 3% 9373.044 § 708,103 § 10,081,147
Capital Assets, Net 34075434 15,047,982 49,123,416 31,497,586 13,528,800 43,026,386

Total Assets 41,642,398 16,460,984 58,043,382 40,870,630 14,236,903 55,107,533
Liabilities:
Long-Term 28,354,611 57,272 28411883 29,800,098 49,776 20849874
Other Liabilitics 866,343 177,091 1,043,434 2,047.358 199,362 2,246,660

Total Liabilities 29,220,954 234,363 19,455,317 31,847,456 249,078 32,696,534
Net Assets:
Iavested in Capital Assets,

Net of Related Debt 7,984,004 13,047,982 23,032,076 7238976 13,528.800 20.767.176
Unrestricted 3,760,227 1,118,639 4,878,866 1,784,198 439 025 2,243,223

Total Net Assets 5 “*744z321 $ 16,166,621 §  27.910,942 % 9,023,174 $ 13987825 § 23,010,999

The City’s total assets of $58,043,382 arc larsely comprised of capital assets net of accumulated depreciation of $49,123 416,
or 85%. 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 to satisfy City obligations.

Long-term liabilities of $28,411,883 comprise the largest portion of the City’s total liabilities of $29,455,317 at 96%. Of
total long-term liabilities, $1,438,249 is due within one year, with the remaining $26,973,634 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 83% of total net assets or $23,032,076 represents investments in capital assets, net of related debt. The
34,878,866 (17%) of unrestricted net assets represents resources available to fund the programs of the City next year.



Changes in net assets. The City’s combined changes in net assets were $4,741,989 at September 30, 2012, (See Table A-2).

REVENUES
Program Revenues:
Charges for Services
Capital Grants
and Contributions
General Revenues:
Sales Taxes
Property Taxes
Franchise, Local,
and Other Taxes
Intergovernmenial
Investment Earnings
Procecds from Sak of
Capital Assets
Other
Total Revenues

EXPENSES
Governmental Activities:
General Government
Public Safety
Public Works
Community Development
Interest and
Fiscai Charges
Facilities Repair
and Mainfenance
Total Governmental Activities

Business Type Activities:
Water and Sewer
Total Business-Type Activities

Total Expenses

Excess (Detficiency) Before
Transfers and Special Items

Special Hems
Transfers In (Out)

Change in Net Assets
Beginning Net Assets
Prior Period Adjustment
Ending Net Assets

Table A-2

City of Shenandeah Texas's Change in Net Assets

2012 2011
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total
b 387313 § 2,544,509 § 3132222 % 547,769 % 2232141 § 2,779.910
- 958,562 938,562 - 127,495 127,495
4,805,613 - 4,803,613 4,499,233 - 4,499,233
1693, 116 . 1,695,116 1.631.087 - 1,651,087
L112.990 - 1,112,990 1,010,147 - 1,010,147
325,288 - 325288 96,984 - 96,984
581 2.641 8452 12,362 806 13,168
2,225,358 2,225,558 - - -
302,028 144,063 446,091 109,363 - 109,365
11,059,717 3,650,175 14,709,892 7,926,947 2,360,442 10,287,389
2,181,818 - 2,181,818 2,057,056 - 2.057.056
2.611,739 - 2611739 2696838 - 2,696,838
1,327,671 - 1327671 1,531,923 - £,531.923
514.905 - 514.9035 608,352 - 608,352
1,246,954 - 1,246,934 784,707 - 784,707
- . - 11,905 - 11,905
7,883,087 - 7,883,087 7,690,781 - 7,690,781
- 1725439 1,725 439 - 1,581,977 1,581.977
- 1,725,439 1,725,439 - 1,581,977 1,581,977
7,883,087 1,725,439 9,608,526 7,690,781 1,581,977 9,272,758
3,176,630 1.924.736 5,101.366 236,166 778,465 1,014,631
(677.123) - (677,123} - - -
221640 (221.640) - (757,28%) 757,289 -
2,721,347 1,703,096 4,424,243 {521,123} 1,535,754 1,014,631
9,023,174 13,987.825 23010999 9,544,297 12,452,071 21,996,368
475,700 475,700

$ 11,744,321 §

16,166,621 § 27,910,942

$ 9,023,174 § 13,987,825 § 23,010,999




Governmental Activities

The City’s total revenues were §11,059,717 from all governmental activities. A significant portion, $4,8035,613 or 36%, of
the City’s revenue comes from sales taxes. Property tax revenue accounts for $1,695,116, or 20% and charges for services
are $253,494, or 3% of total revenue for governmental activities. (See Figure A-1).

The total cost of all governmental programs and services was $7,883,087. The public safety function accounted for
$2,611,739, or 33% of this total. (See Figure A-2).

Figure A-1
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Program revenues of $253,494 are comprised in large part (70.5%) of general government revenues of $178,673. The public
safety function makes up 29% of program revenues at $73,572, and the community development function, .5% at $1,249, As
expected, general revenues provided the required support and coverage for additional expenses.

The govermmental activities showed an increase in net assets over the prior year which is attributable to an increase in sales
and other tax revenue, licenses and permits, and other revenues.

Business-type Activities

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 $1,703,096. 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 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 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 $2,544,909, capital grants and contributions were $958,562, and program expenses were §1,725.439. The increase in
net assets is due to an increase in charges for services, and contributed capital from the Shenandoah Municipal Development
District (SMDD). The contributed capital is attributable to the Catahoula Water Well that is being drilled, as part of the GRP
Participant agreement between the City of Shenandoah and the City of Panorama Village.

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 vear, its governmemnial funds, as presented in the balance sheet, reported combined ending fund
balances of $5.458,234, which is a decrease of §1,239,910 from last year's total of $6,698,144.

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 $3,736,900, which represented 100% of total general fund balance. As a measure of the General Fund's
liquidity, it may be useful to compare unassigned fund balance to total fund expenditures. Unassigned fund balance
represents 60% of total General Fund expenditures,

The hotel/mote] occupancy tax fund ending fund balance of $411,872, all of which is restricted for the payment of expenses
related to community development. The hotel/mote]l occupancy tax fund balance increased $181,660 during the year,
primarily due to an increase in taxes collected.

The debt service fund has a total fund balance of $3,116 all of which is restricted for the payment of debt service. The net
decrease in fund balance of $5,927 relates to the increase of scheduled debt payments of principal and interest to 52,570,335,

The capital project fund has a total fund balance of $1.309,245 all of which is restricted for capital expenditures. The net
decrease in fund balance dwring the current vear in the capital projects fund was $3,188,024. The decrease was due 1o
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 $16,166,621. The total increase in
net assets of $1,703,096 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 thmes. Difference between the originaliy-adepted budget and
the final amended budget of the general fund were to decrease appropriations $17,367. The most significant changes were to
decrease general government. Actual expenditures are $410,065 over the final budgeted amounts, largely due to the capital
outlay function of government. Resources available were $838,318 above the final budgeted amount. This is due largely to
the fact that sales tax revenues and intergovernmental revenues were greater than expected.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of 2012, the City had invested 349,123,416 in a2 broad range of capital assets, including land, equipmeni,
buildings, and infrastructure. (See Table A-3).

Table A-3
City of Shenandeah's Capital Assets
2012 2011
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total
Land $ 5296854 % 1,673,568 3 6570422 % 4853886 § 1.673,568 § 6,527.454
Construction i Progress 6,308.700 3,288,833 9.597.353 9,545.878 2348816 11,894,694
Infrastructure 23,044,551 - 23,044,551 19,461,275 - 19461275
Buiidings & Improvements 3,931,564 - 5951564 3.387.119 - 3,587,119
Furniture & Equipment 1,982,576 452,872 2435448 2,040,970 437556 2498526
Water and Sewer Syslem ~ 21,654,685 21,654,685 - 20,588,573 20,588.573
Totals 42,584,245 27,009,978 69,054,223 39,489,128 25,068,513 64,557,641
Accumulated Depreciation {8,508.811) (12,021,996} (20,530,807 {7,991 5423 {11,539,713) (19.531.255)
Net Capital Assets $ 34,075,434 § 15047982 § 49,123,416 5§ 31,497,586 § 13,528,800 § 45,026,386

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 $28,411,883 in long-term debt outstanding as shown in Table A-4, More detaited information about

the City’s debt is presented in Note G of the basic financial statements.

Table A-4
City of Shenandoah Texas's Long-Term Debt
2012 2011
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total
Bonds Payable $ - % - - 8 235000 % -8 233,000
Certificates of Obligation 12,150,000 - 12,150,000 13,060,000 - 13,060,000
General Iimprovement Bonds 15,805,000 - 15,805,000 16,430.000 - 16,030,000
Premiums 143,752 - 143,752 152073 - 132,073
Discounts {9,445} - (9,445) (9.897) - (9,897}
Compensated Absences 181,112 45,385 226497 249274 37,966 287240
Net Pension Obligation 84,192 11,887 96,079 83.648 11,810 95458
Teotal Long-Term Debt § 28,354,611 % 57,272 § 28411,883 § 29,800,098 § 49,776 § 129,849.874




ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

e  Appraised value used for the 2013 budget preparation is $549,378,658, a 7.2% increase from 2012. The ad valorem
tax rate decreased to 0.3137 per $100.

s  Sales tax revenues are projected to be $4,631,195 in 2013. Overall revenues are projected to increase approximately
2%.

»  QGeneral operating fund spending increases in the 2013 budget from $£3,869,434 to $7,507,500. This is a 25%
increase.

If these estimates are realized, the City’s budgetary General Fund balance is not expected to change appreciably by the close
of 2013,

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.
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CITY OF SHENANDOAH, TEXAS
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2012

Primary Government

EXHIBIT A-1

Compaonent Unit

Governmental  Business-type

Activities Activities Total SMDD
ASSETS
Cash and Cash Equivalents § 4337415 § 1,114,208 § 5,431,713 8 1,422,892
Investments 1,554,357 32,555 1,586,912 1,086,947
Receivables, Net 073,634 238,985 1,212,619 269,992
Internal Balances 32,836 £32,836) - -
Deferved Charges 668,722 - 668,722 -
Non-depreciable Capital Assets 11,605,554 4962421 16,567,975 -
Capital Assets, Net of Accumulated Depreciation 22,469 880 10,085,561 32,555441 -
Total Assets 41,642 398 16,400,984 58,043,382 2,782,831
LIABILITIES
Accounts Payable 359,206 56,097 415,303 141,264
Accrued Liabilities 149,341 7,797 157,138 -
Accrued Interest Payable 136,722 - 136,722 -
Retainage Payable 71,202 9,654 80.856 114,059
Customer Deposits 149 872 103,543 253,415 -
De-annexation Payable 677,123 - 677,123 -
Noncurrent liabilities:
Due Within One Year 1415536 22,693 1,438,249 -
Due in More than One Year 26,939,055 34,579 26,973 634 -
Total Liabilities 29,898,077 234363 30,132,440 255,323
NET ASSETS
Invested in Capital Assets, Net of Related Debt 7,984,094 15,047,982 23,032,076 -
Unrestricted 3,760,227 1,118,639 4,878,866 2,527,508
Total Net Assets § 11,744,321 § 16,166,621 § 27910942 § 2,527,508

The accompanying notes are an integral part of these financial statements.
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CITY OF SHENANDOAH, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions  Contributions
PRIMARY GOVERNMENT:
Governmental activities:
General Government $ 2,181,818 % 178673 § - 8 -
Public Safety 2,611,739 73,572 - -
Public Works £,327,671 333,819 - -
Community Development 514,905 1,249 - -
Interest and Fiscal Charges 1,246,954 - - -
Total governmental activities 7,883,087 587313 - -
Business-type activities:
Water and Sewer 1,725,439 2,544 909 - 958,562
Total Primary Government $ 9608526 § 3,132,222 & - % 958,562
COMPONENT UNITS:
Shenandoah Municipal Development District $ 1,300,850 § - % - 3 .
Total Component Units 5 1,309,850 % - % - % -

General Revenues;

Sales Taxes

Property Taxes

Franchise Taxes

Other Taxes

Grants and contributions not restricted to specific programs
Investment Revenue

Proceeds from the Sales of Capital Assets

Other Revenues

Transfers

Total general revenues, special items, and transfers

Special Items:
De-annexation Lawsuit Expense
Total special items

Change in Net Asscts

Net Assets - Beginning
Prior Period Adjustment
Net Assets - Ending

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

$

Net (Expense) Revenue and Changes in Net Assets

Governmental
Activities

(2,003,145)
(2,538,167)
(993,852)
(513,656)
(1,246,954)
(7,295.774)

_ (7.295,774)

4,805,613
1,695,116
399,178
713,812
325,288
5,811
2,225,558
302,028
221,640
10,694.044

(677,123)
(677,123)

2,721,147
9,023,174

11,744,321

$

Business-type
Activities

1,778,032
1,778,032

2,641

144,063

(221,640)
(74.936)

1,703,096

13,987,825
475,700
16,166,621

$

$

Total

(2,003,145)
(2,538,167)
(993,852)
(513,656)
(1,246 .954)
(7,295,774)

(5,517,742)

4,805,613
1,695,116
399,178
713,812
325,288
8,452
2,225,558
446,091

677123
(677,123)

4,424,243

23,010,999
475,700
27,910,942

EXHIBIT A-2

Conmpenent Unit

SMDD

(1,309,850)

{1,309,850)

1,544,070

299,905

1,845,213

535,363
1,992,145

2,527,508




CITY OF SHENANDOAH, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2012

ASSETS

Cash and Cash Equivalents

Investments

Receivables, Net
Due from Other Funds
Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:

Accounis Payable
Accrued Liabilities
Retainage Payable
Due to Other Funds
Customer Deposits
Deferred Revenue
De-annexation Payable
Total Liabilities

Fund balances:

Restricted - Capital Acquisitions & Contractual Obligations

Restricted - Debt Service
Restricted Other

Unassigned

Total fund balances

Total liabilities and fund balances

Hotel/Motel
Occupancy Tax

Debt Service

General Fund Fund Fund
4,003,784 % 21414 8§ -
36,673 204,047 3,141
947,941 - 25,693
45,767 - -
5,054,165 § 416,361 B 28,834
317,186 % 1976 § -
147,181 2,160 -
18,332 - -
- 353 25
149,872 - -
7,571 - 25,693
677,123 - -
1,317,265 4,489 25,718
- - 3,116
- 411,872 -
3,736,900 - -
3,736,900 411,872 3,116
5,054,165 % 416,361 $ 28,834

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

Capital
Improvements
Fund

122,217
1,289,596

Other
Governmental
Funds

EXHIBIT A-3

Total
Governmental
Funds

411,813

4,337,415
1,554,357
973,634
45,767

40,044

52,870
9,654

6,911,173

359,206
149,341
71,202
12,931
149,872
33,264
677,123

102,568

1,452,939

1,309,245

{2,899)

1,309,245
3,116
411,872
3,734,001

1,309,245

{2,899

1,411,813

5,458,234

6911,173
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CITY OF SHENANDOAH, TEXAS EXHIBIT A-4
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

SEPTEMBER 30, 2012

Total Fund Balances - Governmental Funds (Exhibit A-3) $ 5458,234
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 issuance cosis, net of accumulated amortization. 668,722

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
assefs pertaining to governmental activities, net of accumuiated depreciation, 34,075,434

Property taxes receivable that are unavatiable to pay from current period expenditures
are deferred in the funds. 33,264

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

Bonds Payable, at Original Par T (27,953,000)
Premiums on Bonds Payable (143,752)
Discounts of Bonds Payable 9,445

Accrued Interest on Debt {136,722)
Compensated Absences (181,112)
Net Pension Obligation (84,192

(28.491,333)
Total Net Assets - Governmental Activities (Exhibit A-1) £ 11,744,321

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES — GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

REVENUES
Taxes:

Sales Taxes

Property Taxes
Franchise Taxes

Other Taxes

Licenses and Permits
Intergovernmental

Charges for Services
Investment Revenues
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

OTHER FINANCING SOURCES (USES)

Transfers In
Transfers Out

Proceeds from the Sale of Capital Assets
Total Other Financing Sources {Uses)

SPECIAL ITEMS
De-annexation Settlement Expense
Total special items

Net Change in Fund Balance

Fund Balances - Beginning
Fund Balances - Ending

General Fund

$ 4,805,613
783,335
399,178
333.819
325,288
178,673

2,529
71,498
301,812
7.201,745

2,189,616
2,313,989
857,245
92,101

826,548

6279499

922,246

s ——

567,956
(1.268,330)
2,225,558

1,525,184

{677,123}
(677,123)

1,770,307

1,966,593

$ 2,736,900

The accompanying notes are an integral part of these financial statements.
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Hotel/Matel
Occupancy Tax
Fund

713,812
1,249
589

216

715,866

412,176

303,690

181,660

230,212

211872

Debt Service
Fund

$ -

917,724

1,370,000
1,198,488

2,570,333
(1,632.454)

1,646,527

1,646,527

(5,927)

_ 9,043
$ 3,116



EXHIBIT A-5

Capital Other Total
Improvements Governmental Governmental
Fund Funds Funds

3 - $ - 5 4,805,613
- - 1,701,059

- - 399,178

- - 713,812

- - 333,819

- - 325,288

- - 179,922

2,536 - 5,811

- 2,074 73,572

- - 302.028
2,536 2,074 8,840,102

. - 2,191,463
- - 2,313,089
- - 857,245
- - 504,277

- - 1,370,000
- - 1,198,488
2,588,077 - 3,414,625
2,588,077 - 11,850,087

(2,585,541 2,074 (3,009.983)

96,558 - 2,311,041
(699,041) - {2,089,401)

- - 2,225,558
(602,483) - 2,447,198

- - (677,123)
- - (677,123)

(3,188,024) 2,074 (1,239.910)

4497369 {4,973) 6,698,144
5 1,309,245 b {2,869) 5 5,458,234




{This page was intentionalily left blank)
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CITY OF SHENANDOAH, TEXAS EXHIBIT A-6
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, 2012

Total Net Changes in Fund Balances - Governmental Funds (Exhibit A-5) $ (1,239.910)
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 $ 3414625
Depreciation Expense (836,777) 2,577,848

Because some property taxes will not be coliected for several months after the City's fiscal
year end, they are not considered "avaitahle” revenues and are deferred in the governmental
funds, Deferred tax revenues increased (decreased) by this amount this year. {5.,943)

The issuance of fong-term debt {e.g., bonds, certificate of obligation notes) provides current
financial resources to governmental 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.

Payment of Principal $ 1,370,000

Amortization of Bond Issuance Costs (42,375)

Accrued Interest on Debt (13,760}

Amortization of Bond Premium and Discount 7.869 1,321,534

The {increase} decrease in the net pension obligation is reported in the statement of activities bt
does not require the use of current financial resources; therefore, it is not reported as an
expenditure in the governmental funds. (544)

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. 68,162
Change in Net Assets for Governmental Activities (Exhibit A-2) § 2,721,147

The accompanying notes are an integral part of these financial statements.
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CITY OF SHENANDOAH, TEXAS
STATEMENT OF NET ASSETS
ENTERFPRISE FUND

SEPTEMBER 30, 2012

ASSETS
Current assets:
Cash and Cash Equivalents
Investments
Receivables, Net
Total current assets

Noncurrent assets:

Land

Construction in Progress

Water and Sewer System

Furniture and Equipment

Less: Accumulated Depreciation
Total noncurrent assets
Total assets

LIABILITIES
Current Habilities:
Accounts Payable
Accrued Liabilities
Retainage Payable
Due to Other Funds
Customer Deposits
Compensated Absences Payable, Current
Total current liabilities

Noncurrent liabilities:
Compensated Absences Payable, Noncurrent
Net Pension Obligation
Total noncurrent liabilities
Total liabilities

NET ASSETS
Unrestricted
Total net assets

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

EXHIBIT A-7

Water and
Sewer Fund

$ 1,114,298
32,555
238,985

—— e

1,385,838

1,673,568
3,288,853
21,654,687
452,868
(12,021,994)
15,047,582
16,433,820

56,097
7,797
9,654

32.836

103.543

22,693

232,620

22,692
11,887
34,579
267,199

16,166,621
§ 16,166,621



CITY OF SHENANDOAH, TEXAS

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

FOR THE YEAR ENDED SEPTEMBER 30, 20i2

OPERATING REVENUES
Water Charges
Sewer Charges
Penalties and Reconnect Fees
Groundwater Reduction Plan Fees
Total operating revenues

OPERATING EXPENSES
Personnel
Supplies and Services
Maintenance
Depreciation Expense
Total operating expenses

Operating income (loss)

NONOPERATING REVENUES (EXPENSES)
Investment Earnings
Other Revenues
Total nonoperating revenues (expenses)

Income (loss) before transfers and capital contributions

Capital Contributions
Transfers In
Transfers Out
Total transfers and capital contributions

Change in net assets
Total net assets - beginning

Prior period adjustment
Total net assets - ending

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

EXHIBIT A-8

Water and
Sewer Fund

1,340,966
903,868
99.638
206,437
2,544,909

494 554
349,831
339,010
542,044
425,439

819470

2,641
144,063
146,704

966,174

958,562
571,887

(793.527)
736,822

1,703,096
13,987,825

475,700
16,166,621



CITY OF SHENANDOAH, TEXAS
STATEMENT OF CASH FLOWS

ENTERPRISE FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Cash Flows from Operating Activities:
Cash received from customers
Cash payments to other suppliers for goods and services
Net Cash Provided by (Used for) Operating Activities

Cash Flows from Non-capital Financing Activities:
Transfers (to} from other funds
Net Cash Provided by (Used for} Non-capital Financing Activities

Cash Flows Used for Capital and Related Financing Activities:
Acquisition or construction of capital assets
Capital contributions
Local contributions
Net Cash Provided by (Used for) Capital and Related Financing Activities

Cash Flows from Investing Activities:
Proceeds from sales and maturities of securities
Interest and dividends on investments
Net Cash Provided by (Used for) 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)
Adjustments to reconcile operating income
10 net cash flows from operating activities:
Depreciation
Change in assets and liabilities:
Decrease (increase) in receivables
Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities
Increase (decrease) in retainage payable
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 Provided by (Used in) Operating Activities

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

Water and
Sewer Fund

$ 2,516,012
{1,478,268)
1,037,744

(221,640)
(221.,640)

(2,061.226)
1 434,262
144,063
{482,901)

64,338
2,641
66,979
400,182

714,116
3 1,114,298

3 819.470

542,044

(42,994)
(39,949)

(362)

4,503
{266.061)

7419

77

14,097

218,274
§__ . 1037,744



CITY OF SHENANDOAH, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2012

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 anits which are generally accepted in the United States of America.
The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
zovernmental accounting and financial reporting principles.

1.

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 results of the government’s operations and its resultant financial
position, as well as the financial activities and positions of the City’s component unit. Component units are legally
separate entities for which the government is considered to be financially accountable. OCne such entity existed
within the current fiscal year, which is described briefly below. In order to 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 potitical subdivision of the City of Shenandoah,
authorized under Chapter 377 of the Texas Local Government Code, which was formed on May 9. 2009 when the
citizens of Shenandoah approved its creation and authorized it to impose a one-half percent sales tax o finance
development projects beneficial to the District. State law allows the District to collect a sales tax up fo 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 whoily 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 of 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 statements distinguish between the governmental and business-type activities of the City.
Governmental 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 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 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 Financial 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 statements is on major
governmental and enterprise funds, each displayed in a separate column. All remaining governmental and
enterprise funds are aggregated and reported as nonmajor funds,



CITY OF SHENANDOAH, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2012

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

Hotel/Motel Qecupancy Tax Fund.  This fund is a special revenue fund used to account for the revenues
collected from taxes levied on the City’s hotels and motels. Revenues are authorized to be spent 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 accepled accounting
principles do not mandate the use of a debt service fund to service debt unless the government is legally
mandated o 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 reports 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 eperated 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.

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 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 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 collected after its year-end to
be available in the current period, Revenues from local 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 carned, 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 governmentai
funds. Proceeds of general long-term debt and acquisitions under capital leases are reported as other financing
sources.
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CITY OF SHENANDOAH, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2012

When both restricted and unrestricted (committed, assigned, or unassigned) resources are available for use, it is
the City's policy to use restricted resources first, then unrestricted resources 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 to apply future FASB
standards (including amendments to earlier pronouncements), or 2) continuing 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 cash
equivalents.

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 exists from January 1 (the assessment date)
cach year until the taxes are paid. The penalties and interest accumulate on the unpaid accounts until July 1, at
which time the delinquent accounts are turned over to the fax attorney for fegal 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 penaity amount increases
1o a maximum of 12% on July 1 of each vear, with interest continuing to 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, 2012 was $0.3237 per $100, allocated $0.1500 for the
General Fund and $0.1737 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 lives:

Estimated
Asset Class Useful Lives
Furniture and equipment 3 to 20 years
Buildings and improvements 30 to 40 years
Infrastructure 30 to 40 years
Water and sewer system 40 years



CITY OF SHENANDOAH, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2012

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 conselidation,
Services provided, deemed to 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 related 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,

Long-term Obligations

In the government-wide financial statements and proprietary fund type financial statements, long-term debt and
other long-term obligations are reported as liabilities in the applicable governmental activities, business-type
activities, ot 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, governmental 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 constraints:

« Nonspendable fund balance — amounts that are not in spendable form (such as inventory) or are required
to be maintained infact.

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

+ Committed fund balance — amounts constrained to specific purposes by the City itself, using its highest
level of deciston-making authority (i.e., City Council). To be reported as committed, 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 authority.

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

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).
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).
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CITY OF SHENANDOAH, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2012

g. Use of Estimates

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

4. 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,

Compliance and Accountability

1. 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 Amount Remarks
LEOSE Fund $ (2,752) The General Fund will transfer funds in2013 to
Discretionary Court Fund (147} offset these negative fund balances.
Total Other Governmental Funds $ {2,899}

2. Exeess of Expenditures Over Appropriations

For the year ended September 30, 2012, expenditures for capital outlays exceeded appropriations in the General
Fund by $559,087,

C. 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 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 to the extent of the depository bank’s dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance.

Cash Deposits:

At September 30, 2012, the carrving amount of the City’s deposits {cash, certificates of deposit, and interest-bearing
savings accounts included in temporary investments) was $5,451,713 and the bank balance was $5,534,338. The City’s
cash deposits at September 30, 2012 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.

SMDD maintains deposits at various financial institutions and credit unions. At September 30, 2012, the carrying
amount of SMDD's deposits {cash, certificates of deposit and interest-bearing savings accounts) was $1.422,892 and the
bank balance was $1,445,876. At September 30, 2012, all bank balances were covered by federal deposit insurance, or
pledged collateral held by the financial institution in the City's name.
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Investments:

The City is required by Government 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 maturity 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 Funds 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, (%) guaranteed investment contracts, and {10} common trust funds.

The City’s investments at September 30, 2012 are shown below:

Fair Values

Standard & Primary Component

Investment Type Pooer's Rating Government Unit
Texpool AAAM 1,581,471 §  1,089.947
TexPool Prime AAAM 5,441 -
Total Investments 5__ 1,089,947

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 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 nationatly recognized credit rating agencies. At year end, the City’s investment in TexPool was rated AAAmM
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. Concemtration 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 credit risk.

d. [meresi Rate Risk. This is 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 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 Siate Comptrolier has also established an advisory board composed of both
participants of TexPool and other persons who do not have @ business relationship with TexPool which reviews the
investment policy and management fee structure. Standard and Poor’s rates TexPool AAAmM. 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 Comptroller of Public Accounts.

D. Receivables

The following comprise receivable balances at year end:

Primary Government Fund

Water and Component
General Debt Service Sewer Unit

Property Taxes 3 7.571 3 25,693 % - 3 -
Franchise Taxes 33,541 - - -
Sales Taxes 827,241 - - 269,992
Accounts and Other 79,588 - 241,985 -
Gross Receivables 947,941 25,693 241985 269,992
Less: Allowance for Uncollectibles - - {3,000} -
Net total receivables $ 947,941 $ 25693 8§ 238985 & 269,992

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

Uncollectibles Related to Water and Sewer Fund Utilities 3 -
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 liabilities 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:

Unavailable Unearned
Delinquent Property Tax Receivable (General Fund) 5 7571 % -
Delinguent Property Tax Receivable (Debt Service Fund) 25,693 -
Total Deferred/Unearned Revenue for Governmental Funds b 33264 % -
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E.

Capital Assets

Capital asset activity for the year ended September 30, 2012 was as follows:

Governmental Activities:
Capital Assets Not Being Depreciated:
Land
Construction in Progress
Total Capital Assets Not Being Depreciated
Capital Assets Being Depreciated:
Infrastructure
Buildings and Improvements
Furniture and Equipment
Total Capital Assets Being Depreciated
Less Accumulated Depreciation for:
Infrastructure
Buildings and Improvements
Furniture and Equipment
Total Accumulated Depreciation
Total Capital Assets Being Depreciated, Net
Governmental Activities Capital Assets, Net

Business-type Activities:
Capital Assets 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:
Fumniture and Equipment
Water and Sewer System
Total Accurnulated Depreciation
Total Capital Assets Being Depreciated, Net
Business-type Activities Capital Assets, Net

3

$

b

Beginning Reclass and Ending
Balance Additions Disposals Balance
4,853,886 $ 2642968 % {2200,000) $ 5,296,854
9,545,878 2,710,543 {5,947,721) 6,308,700
14,399,764 5,353,511 (8,147,721} 11,605,554
19,461,275 - 3,583.276 23,044,551
3,587,119 - 2,364,445 5,951,564
2,040,970 261,114 (319,508 1,982 576

25,089,364 261114 5,628,213 30,978,691
(5,927.655) (529,449} - (6,457,104)

(780,843) (91,018} - (871,861}
(1,283,044 {216,310} 319,508 (1,179,846)
(7,991,542) {836,777} 319,508 (8,508,811)
17,097,822 (575,663) 5,947,721 22,469,880

31,497,586 $§ 4,777,848 §  (2.200,6000) § 34,075,434

Beginning Reclass and Ending
Balance Additions Disposals Balance

1,673,568 § - 5 - % 1,673,568
2,348,816 2,006,150 (1,066,113) 3,288,853
4,022,384 2,006,150 (1,066,113) 4.962,421
457,556 55,079 {59,763) 452,872
20,588,572 - 1,006,113 21,654,685
21,046,128 55,079 1,006,350 22,107,557

(293,5006) (27,330} 59,763 {261.073)

(11,246,209) (514,714) - (11,760,923)

{11,539,715) (542,044) 59,703 (12,021,996)
9,506,413 (486,965) 1,066,113 10,085,561
13,528,797 § 1,519,i85 § - 8 15,047,982

The Catahoula Well is included in Construction in Frogress for business-type activities in the table above. An agreement
between the City of Shenandoah, the City of Panorama Village, and the City of Conroe stipulates that each of the three
cities will have access to water produced by the well. The City of Shenandoah and the City of Panorama Village will

own the well and all GRP {Groundwater Reduction Plan) credits generated by the well.
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Depreciation was charged to the following functions:

Governmental Activities

Public Safety 3 334,307
Public Works 480,395
Community Development 22,075

s___836777_

Business-type Activities
Water and Sewer

o

542,044
3 542,044

F. Interfund Balances and Activity

1. Due To and From Other Funds

Balances due to and due from other funds at September 30, 2012, consisted of the following, and represent the
current portion of lending/borrowing and interfund charges for goods and services arrangements outstanding at the
fiscal year end:

Interfund Interfond

Receivables Payables
General Fund 3 45,767 $ -
Hotel/Motel Occupancy Tax Fund - 333
Debt Service Fund - 25
Capital Improvements Fund - 9,654
Water and Sewer Fund - 32,836
Other Governmental Funds-Nonmajor - 2,899
Total $ 45,767 5 45,767

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

2. Trausfers To and From Other Funds

Transfers to and from other funds at September 30, 2012 consisted of the following:

Transfers From Transfers To Amount
Hotel/Motel Occupancy Tax Fund General Fund 3 122,030
Water and Sewer Fund General Fund 318,772
Capital Projects Fund General Fund 127,154
General Fund Pebt Service Fund 171,772
Water and Sewer Fund Debt Service Fund 474755
General Fund Capital Projects Fund 96,558
Capital Projects Fund Water and Sewer Fund 371,887
Total S 2882928

The transfers were utilized to pay budgeted expenditures or to reimburse expenditures of the respective fund,
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G.

Long-Term Obligations

The following is a summary of changes in the City’s total governmental long-term liabilities for the year ended
September 30, 2012. In general, the City uses the General and Debt Service Funds to liquidate long-term debt liabilities.

Amounts
Beginning Ending Due Within
Balange Additions Reductions Balance One Year
Governmental Activities:
General Obligation Bonds b 235,000 % - 8 (235000) § - 5 -
Certificates of Obligation 13,060,000 - (910,000} 12,150,000 690,000
General Improvement Bonds 16,030,000 - (225,000} 15,805,000 635,000
Less: Deferred Amounts
Issuance Premiwm 152,073 - (8,321 143,752 -
Issuance Discount (9.897) - 452 (9,445} -
Compensated Absences* 246274 139,351 (207.513) 181,112 90,556
Net Pension Obligation 83,648 544 - 84,192 -

‘Fotal Goveramental Activities $ 29,800,098 § 139895 $ (1,585,382) $ 28354611 3§ 1,415,556

Business-fype Activities:
Compensated Absences* g 37966 § 36452 § {29,033) § 45385 § 22,693
Net Pension Obligation 11,810 77 - 11,887 -
Total Business-type Activities $ 49,776 & 36,529 § (29,033 § 37,272 S 22,693

* Other long-term labilities

The funds typically used to liquidate other long-term liabilities are as foliows:

Liability Activity Type Fund
Compensated Absences Governmental General
Compensated Absences Business-type Water and Sewer
Net Pension Obligation Governmental General
Net Pension Obligation Business-type Water and Sewer

Long-term debt balances at September 30, 2012 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, 2012 complete this section.

General Obligation Bonds

Maturity Interest Original Beginning Ending

Series Date Rate Issue Balance Additions Reductions Balance
2003 2012 35-3.625% § 2355000 % 235,000 % - $ (2350000 § -
Totals $ 235,000 § - % (235,000) % -
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Certificates of Obligation

Maturity Inferest Original Beginning Ending
Series Date Rate Issue Balance Additions Reductions Balance
2003 2012 3.53-3.625% § 3,650,000 § 515,000 - % (315,000} 8 -
2007 2027 4.0-4.150% 9045000 8,525,000 - {130,000} 8,395,000
2008 2016 3.5-420% 2,225,000 1,870,000 - {125,000} 1,745,000
2009 2024 2.0-4.0% 2,405,000 2,159,000 - (140,000} 2,010,000
Totals g 13,060,080 - 8 (910,600) 3§ 12,150,800
Debt Service Requirements Certificates of Obligation
for the Year Ending September 30, Principal Interest Total
2013 690,000 % 479076 § 1,169,076
2014 715,000 454926 1,169,926
2015 745,000 428,451 1,173.451
2016 770,000 400,850 1,170,850
2017-2021 4,315,000 1,536,500 5,831,500
2022-2026 4,185,000 632,218 4817218
2027-2031 730,060 30,296 760,296
Totals 12,150,000 8 3962317 § 16112317
General Improvement Bonds
Maturity Interest Original Beginning Ending
Series Date Rate Issue Balance Additions Reductions Balance
2008 2033 40-45% $ 5,660,000 § 5433,000 - 5 (120,0000 % 5,315,000
2009 2028 2.0-4.3% 6,395,000 6,295,600 - (105,600} 6,190,000
2011 2031 3.0-4.23% 4,300,000 4,300,000 - - 4,300,000
Totals §_ 16,030,000 - $ (2250000 § 15,805,000

Debt Service Requirements
for the Year Ending September 30,

2013

2014

2015

2016

2017-2021

2022-2026

2027-2031

2032-2036

Totals

General Improvement Bonds

Principal Interest Total
635,000 § 614,687 §  1,249.687
650,000 596,987 1,246,987
670,000 575,737 1,245,737
690,000 553,837 1,243,837
3,815,000 2,401,286 6216,286
4,620,000 1,614,095 6,234,095
4,000,000 628,185 4,628,183

725,000 49276 774,276

15,805,000 § 7,034,090 § 22,839,094
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H.

Debt Service Requirements Primary Government Total, All Debt Types
for the Year Ending September 30, Principal Interest Total
2013 § 1325000 § 1,093,763 § 2418763
2014 1,365,000 1,058,913 2416913
2015 1,415,000 1,004,188 2419188
2016 1,460,000 954,687 2414,687
2017-2021 8,130,000 3,937,786 12,067,786
2022-2026 £,805,000 2,246,313 11058313
2027-2031 4,730,000 658 481 5388481
2032-2036 725,000 49,276 774,276
Totals $ 27955000 § 10996407 § 38,951,407

The City has entered into a continuing disclosure undertaking to provide Annual Reports and Material Event Notices to
the State Information Depository of Texas, which is the Municipal Advisory Council. This information ts required under
SEC Rule 15¢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 emplovees, and natural disasters. During fiscal year 2012, the City obtained general liability 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 the insurance coverage
mentioned above. 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 reductions in commercial insurance coverage in the past fiscal vear, and settled claims
resulting from these risks have not exceeded coverage in any of the past three fiscal years.

Pension Plan
1. Plan Description

The City provides pension benefits for ali 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 by the City are within the
options available in the governing state 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. This 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)
2011 2012
Employee deposit rate 7.00% 7.06%
Matching ratio (City to employee) 210l 2to ]
Years required for vesting 5 5
Service retirement eligibility _ 60/5, 0/20 60/5.0/20
{expressed as age/years of service)
Updated Service Credit 100% Repeating, 100% Repeating,
Transfers Transfers
Annuity Increase (to retirees) 70% of CPl Repeating 70% of CPl Repeating

2. Contributions

Under state law governing TMRS, the contribution rate for each city is determined annually by the acluary using the
Projected Unit Credit actuarial cost method. This rate consists of the normal cost contribution rate and the prior
service cost contribution 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 Hability (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 actvarially determined rate. Both the employees and the City make
contributions monthly. Since the City needs to 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/(asset) are as follows:

2012 2011 2010
Net Pension Obligation
Annual Pension Cost:

Annual Required Contribution {ARC) 3 394,262 $ 461,953 kY 467,108
Interest on Prior Year Net Pension Obligation (NPO) 6,682 4,617 2,779
Adjustment to the ARC {5,744) {3,759 {2,262}

Annual Pension Cost 395,200 462.813 467,625
Contributions Made (394,580) (428.919) (443,108)

Increase in NPO 620 33,804 24,517

Net Pension Obligation, October | 95458 61,564 37,047
Net Pension Obligation, September 30 $ 96,078 b 95,458 $ 61,564
Percentage of APC Contribution 99.8% 92.7% 94 8%
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The required contribution rates for fiscal year 2012 were determined as part of the December 31, 2009 and 2010
actuarial valnations, Additional information as of the latest actuarial valuation, December 31, 2011, is as follows:

Actuarial Valuation Date 12/31/2009 1273172010 1273172011
Actuarial Cost Method PI'OJGCT,&C.] Unit Pm}ecter% Unit ?ro}ectec? Unit
Credit Credit Credit
Amortization Method Level Percent of Level Percent of Level Percent of
Payroli Payroll Payroll
GASB 25 Equivalent 28.5 Years; 27.3 Years; 26.6 Years,
Single Amortization Period Closed Period Closed Period Closed Period
Amortazatic-m Period 30 Years 30 Years 30 Years
for new Gains/Losses
10-year FO-year F0-year
Asset Valuation Method Smoothed Smoothed Smoothed
Market Market Market
Actuarial Assumptions:
Investment Rate of Retwrn® 7.5% 7.0% 7.0%
Projected Salary Increases® Varies by Age Varies by Age Varies by Age
and Service and Service and Service
#Includes Inflation at 3.00% 3.00% 3.00%
Cost-of-Living Adjustments 2.1% 2.1% 2.1%

3. Funded Status and Funding Progress:

The funded status as of December 31, 201 1, the most recent actuarial valuation date, is presented as follows:

Actuarial Actuarial Unfunded UAAL as a
Actuarial Vilue of Accrued Funded AAL Covered Percentage of
Valuation Assets Liability (AAL) Ratio {UAAL) Payroll Covered Payrell
Date {a) {h) {a/b) {(b-a) {c) {b-a)/c)
12/31/2011 & 4,018,682 §$ 7,198,193 558% % 3,179511 § 3,298,172 96.4%

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 liabilities
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 vajue of plan assets is increasing or decreasing over time relative to the actuarial accrued liability of
benefits.
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J. Commitments and Contingencies

1. Commitments

The City has active construction projects underway as of September 30, 2012. The projects include the
reconstruction of water and sewer infrastructure, as well as street and drainage projects throughout Shenandoah. At
year end, the City’s commitments with contractors are as follows:

Spent Remaining

Project To Date Commitment

Priority Area lll Reconstruction g 3,186,110 g 174,427
Water Plant No. 1 25,380 669,400
Catahoula Well 1,115,208 86,397
Vision Park Storm Sewer 183,320 343,510
2010 Sidewalks 56,618 36,397
Totals $ 4,566,636 by 1,310,131

2. Litigation and Contingencies

At year end, the City was involved in a lawsuit related to the de-annexation of taxable property belonging to ESD
#4. A summary judgment was issued on August 27, 2012 requiring the City to remit $677,123 to ESD #4. This
amount represents the debt proration of the ad valorem tax that the City owes the District due to the de-annexation
and is shown as both a liability and an expense in the related financial statements.

The City is a defendant in vartous other lawsuits arising principally in the normal course of operations. In the

opinion of the City’s management, the potential losses, after insurance coverage, on all allegations, claims, and
lawsuits will not have a material effect on the City’s financial position, results of operations or fiquidity.

K. Prior Period Adjustment

During the year ended September 30, 2012, it was determined that Construction in Progress at the beginning of the year
was understated by $475,700. As a result, unrestricted net assets at September 30, 2011 were understated.
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REQUIRED SUPPLEMENTARY INFORMATION

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



CITY OF SHENANDOAH, TEXAS
GENERAL FUND

BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED SEPTEMBER 30, 2012

REVENUES
Taxes:

Sales Taxes $

Property Taxes

Franchise Taxes
Licenses and Permits
Intergovernmental
Charges for Services
Investment Revenues
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 (LSES)
Transfers In
Transfers Out
Proceeds from the Sale of Capital Assets
Total Other Financing Sources {Uses)

SPECIAL ITEMS
De-annexation Settlement Expense
Total special items
Net Change in Fund Balance

Fund Balances - Beginning

Fund Balances - Ending $

EXHIBIT B-1

Vartance with
Final Budget

Budgeted Amounts Positive
Original Final Actual {Negative)
4,505,107 4,493,107 § 4,803,613 312,506

780,698 792,698 783,335 {9.363)
371,242 371,242 399,178 27,936
266,600 313,600 333,819 20,219

- - 325,288 325,288
115,660 167,860 178,673 10,813
2,000 2,000 2,529 529
30,000 46,000 71,498 25,498
191,920 176,920 301,812 124,892
6,263,227 6,363,427 7,201,745 838318
2,299,173 2,226,600 2,189,616 36,984
2,343,464 2,362,564 2,313,989 48,575
864,445 894,551 857,245 37,306
112,258 118,258 92,101 26,157

267,461 267,461 826,548 (339,087)

5,886,801 3,869,434 6,279,499 {410,063)
376,426 493,993 922,246 428,253

848,064 £37.064 567,956 (269,108)
(1,193211) {(1,278.211) (1,268,330) 9.881
28,500 2,180,602 2,225,558 44,956

(316,647) 1,739,455 1,525,184 {(214,271)

- - {677.123) {677,123)

- - (677,123) (677,123)

59,779 2,233,448 1,770,307 (463,141)
1,966,593 1,966,593 1,966,593 -

2,026,372 4,200,041 § 3,736,900 (463,14 1)
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REVENUES
Taxes:
Other Taxes 5
Charges for Services
Investment Revenues
(Other Revenues
Total Revenues

EXPENDITURES

Current:
Community Development
Total Expenditures

Excess (Deficiency} of Revenues
Over {(Under) Expenditures

OTHER FINANCING SOURCES (USES)
Transfers Qut
Total Other Financing Sources {Uses)

Net Change in Fund Balance

Fund Balances - Beginning
Fund Balances - Ending s

EXHIBIT B-2

Variance with

Final Budget
Budgeted Amounts Positive
Originat Final Actual {Negative)
652,646 632,646 § 713,812 § 61,166
- 1,250 1,249 (0
700 700 589 (D
- - 216 216
653,346 654,596 715,866 61,270
643,816 396,916 412,176 184,740
643,816 596,216 412,176 184,740
9,530 57,680 303,690 246,610
- . (122,030) (122.030)
- - (122,030} (122.030)
9.530 57,680 181,660 123,980
230,212 230,212 230,212 -
239,742 287,892 % 411,872 3 123,980
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS

TEXAS MUNICIPAL RETIREMENT SYSTEM
YEAR ENDED SEPTEMBER 30, 2012

Actuarial Actuarial Unfunded UAAL as a

Actuarial Valwe of Accrued Funded AAL Covered Percentage of

Valuation Assets Liability (AAL) Ratio {UAAL) Payroll Covered Payroll
Date {a) (b) {a/b} {b-a) (c) {b-a)/c)
1273172003 § 35,007 § 239,175 14.6% 204,168 § 1,661,304 12.3%
12/31/2004 183,476 587,428 31.2% 403,952 1,863.871 21.7%
12/31/2005 403,996 846,523 47.7% 442 527 2,117,741 20.9%
12/31/2006 710,493 1,219,671 58.3% 509,178 2,779,627 18.3%
12/31/72007 1,110,797 2,603,690 42 7% 1,492 893 3417194 43.7%
12/31/2008 1,670,173 3,628,341 46 0% 1,958,168 3,355,196 58.4%
12/31/2009 2,434,300 5,196,587 46.8% 2,762,287 3.837.015 72.0%
12/31/2010¢ 3,027,673 5,648,898 533.6% 2,621,223 3,586,815 73.0%
12/31/20102 3,225,935 6,182,564 52.2% 2,956,629 3,589,815 82.4%
12/31/2011 4,018,682 7,198,193 55.8% 3,179,511 3,298,172 96.4%

(D Actuariai valuation performed under the original fund structure.
(2} Acwarial valuation performed under the new fund structure
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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 include information that is required by other entities,

47



{This page was intentionally left blank)

48



CITY OF SHENANDOAH, TEXAS EXHIBIT B-3
DEBT SERVICE FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2012

Variance with
Final Budget

Budgeted Amounts Positive
Original Final Actual {Negative)
REVENUES
Taxes:
Property Taxes $ 904,048 % 904,048 % 917,724 § 13,676
Investment Revenues 500 500 157 (343)
Total Revenues 904,548 904,548 917,881 132,333
EXPENDITURES
Current:
General Government 3,525 3,525 1,847 1.678
Debt service:
Principal 1,370,000 1,370,000 1,370,000 -
Interest and Fiscal Charges 1,198,489 1,198,489 1.198.488 i
Total Expenditures 2,572,014 2,572,014 2,570,335 1,679
Excess (Deficiency) of Revenues
Over {Under) Expenditures {1,667,466) {1,667.466) {1,652,454) 15,012
OTHER FINANCING SOURCES (USES)
Transfers In 1,667,966 1,667,966 1,646,527 (21,439)
Total Other Financing Sources (tses) 1,667,966 1,667,966 1,646,527 (21.439)
Net Change in Fund Balance 500 300 {5,927 (6,427)
Fund Balances - Beginning 5,043 9.043 9,043 -
Fund Balances - Ending $ 9,543 % 9543 & 3,116 % (6,427)
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