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independent Auditor's Report

Mayor and City Council
City of Clarendon
Clarendon, TX

Members of the Board:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discrefely presented component units, each major fund, and the aggregate
remaining fund information of City of Clarendon, Texas, (the City) as of and for the year ended
September 30, 2009, which collectively comprise the City's basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the City's management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform- the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for cur opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Clarendon, Texas, as of September 30, 2009, and the respective changes in financial position
and cash flows, where applicable, thereof, for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 9,
2010, on our consideration of the City of Clarendon, Texas’, internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal contro! over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.



Management's discussion and analysis is not a required part of the basic financial statements but is
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

&j@y&/\ ¢ c’%)aﬂW’LlLM/“LJ e

Foster & Lambert, L.L.C.
February 9, 2010



CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2009

Within this section of the City of Clarendon (City) annual financial report, the City’s management provides narrative
discussion and analysis of the financial activities of the City for the fiscal year ended September 30, 2009. The
City’s financial performance is discussed and analyzed within the context of the accompanying financial statements
and disclosure following this section. Additional information is available in the Management’s Discussion and
Analysis. The discussion focused on the City’s primary government.

Overview of the Financial Statements

Management’s Discussion and Analysis introduces the City’s basic financial statements. The basic financial
statements include: (1) government-wide financial statements, (2) fund financial statements, and (3) notes to the
financial statements. The City alse includes in this report additional information to supplement the basic financial

statements,
Government-wide Financial Statements

The City’s annual report includes two government-wide financial statements. These statements provide both Tong-
term and short-term information about the City’s overall status. Financial reporting at this level uses a perspective
similar to that found in the private sector with its basis in full accrual accounting and elimination or reclassification
of internal activities.

The first of these government-wide statements is the Starement of Net Assets. This is the City-wide statement of
financial position presenting information that includes all of the City’s assets and liabilities, with the difference
reported as net assets. Qver time, increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the City as a whole is improving or deteriorating. Evaluation of the overall economic health of
the City would extend to other non-financial factors such as diversification of the taxpayer base or the condition of
City infrastructure in addition to the financial information provided in this report.

The second government-wide statement is the Starement of Activities, which reports how the City’s net assets
changed during the current fiscal year. All current year revenues and expenses are included regardiess of when cash
is received or paid. An important purpese of the design of the statement of activities is {o show the financial
reliance of the City’s distinct activities or functions on revenues provided by the City’s taxpayers.

Both government-wide financial statements distinguish governmental activities of the City that are principally
supported by taxes and intergovernmental revenues, such as grants, from business-type activities that are intended to
recover all or a significant portion of their costs through user fees and charges. Governmental activities include
general government, public safety, public services, education, and culture and recreation. Business-type activities
include water utilities, and solid waste management.

The City’s financial reporting entity includes the funds of the City (primary government). Most of these legally
separate organizations operate like City departments or are governed by a board of trusiees wholly comprised of the
City’s Mayor and Council.

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities or
objectives. The City uses funds to ensure and demonstrate compliance with finance-related laws and regulations.
Within the basic financial statements, fund financial statements focus on the City’s most significant funds rather
than the City as a whole. Major funds are separately reported while all others are combined into a single, aggregated
presentation.  Individual fund data for ronmajor funds is provided in the form of combining statements in a later
section of this report.

A%



CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2009

The City has two kinds of funds:

Governmental funds-Most of the City’s basic services are reported in governmental funds. These use modified
acerual accounting (a method that measures the receipt and disbursement of cash and all other financial assets that
can be readily converted to cash) and report balances that are available for future spending. The governmental fund
statenients provide a detailed short-term view of the City’s general operations and the basic services it provides. We
describe the differences between governmental activities (reported in the Statement of Net Assets and the Statement
of Activities) and governmental funds in reconciliation schedules following each of the fund financial statements.

Proprietary funds-The City reports the activities for which it charges uses {whether outside customers or other units
of the City) in proprietary funds using the same accounting methods employed in the Statement of Net Assets and

the Statement of Activities. In fact, the City’s enterprise funds {one category of proprietary funds) are the business-
type activities reported in the government-wide statements but containing more detail and additional information,

stich us cash flows.

Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to a full understanding of the
covernment-wide and fund financial statements. The notes to the financial statements begin immediately following
the basic Minancial statements.

Othey Information

Maijor funds are reported in the basic financiai statements as discussed. Combining and individual statements and
schedules for non-major funds are presented in a subsequent section of this report.

Financial Analysis of the City as a Whole
Fhe fullowing table provides a summary of the City’s net assets at September 30, 2009.

SUMMARY OF NET ASSETS

Governmental Business-type
Activities Activities Totals
2008 2009 2008 2009 2008 2009

Current and other assets $ 816,392 § 999894 § 76,059 $§ 246,021 $ 892,451 $% 1,245915
Capital assels-net 5.790.893 5,701,649 087,738 1.18%.316 0,778,651 6.890.965

Tolal assets 6,607,285 6,701,543 1.063.817 1,435,337 7,671,102 8,136,880
Other liabilities 36,370 122,994 72,565 76,691 108,935 199,685
Term liabilities 495,130 378.973 13,642 6,018 508,772 384,991

Total liabilities 531,500 501.967 86,207 82,709 617,707 584.676
Nerl assels:
invested in capital assets,

net of related debt 5,297,393 5,326,126 980,622 1,188,254 6,278,015 6,514,380
Unresiricied — (Deficit) 178,392 873.450 (3.012) 164.374 775.380 1.037.824

Total net assets £6,075785  $6,199,576  §£977610 $1.352628  §$7,053,395 $7,552,204




Revenues:

Program revenues
Charges for services
Operating grants and

contributions
Capital grants and
contributions

General revenues
Sates taxes
Property taxes
Franchise taxes
Hotel/motel tax
Investment earnings
Other income

Total revenues

Expenses:

Financial administration
Municipal Court
Animal Control

Police

Fire

Streets

Parks

Libraries

Airport

Interest on long-term debt
Waler & Sewer
Sanitation

Total expenses

Increase (Decrease) in net
assets before transfers

Transfers In {Out}
Change in net assets
Beginning net assets
Ending net assets

CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2009

SUMMARY OF CHANGES IN NET ASSETS

Governmental Business-type
Activities Activities Totals
2008 2009 2008 2009 2008 2009

$ 147,580 $ 158,584 § 638,299 § 826,427 $785,879 $985.011
40,211 67,039 - - 40,211 67,039
39,322 227,128 39,263 227,128 78,585 454,256
224,803 233,795 - - 224,803 233,795
250,100 328,650 - - 250,100 328,650
82,950 78,952 - - 82,950 78,952
76,827 75,287 - - 76,827 75,287
20,171 10,279 - - 20,171 10,279
43,174 24,309 - - 43,174 24,309
925,138 1.204.023 677,562 1,053,555 1,602,700 2.257,578
304,301 533,907 - - 304,301 533,907
28,826 28,055 - - 28,826 28,033
1,444 2,158 - “ 1,444 2,158
131,289 131,302 - - 131,289 131,302
33,695 18,640 - - 33,695 18,640
248,123 215,552 - - 248,123 215,552
22,540 7,090 - - 22,540 7.090
87,386 84,984 - - 87,386 84,984
17,939 16,813 - - 17,939 16,813
22,814 18,602 - - 22814 18,602
- - 402,311 386,210 402,311 386,210
- - 269,721 315456 269,721 315456
898.357 1.057,103 672.032 701.666 1.570.389 1.758,769
26,781 146,920 3,530 351,889 32,311 498,809
{9.762) (23,129 9,762 23,129 - -
17,019 123,791 15,292 375,018 32,311 498,809
6.058.766 6.075.785 962 318 977,610 7.021.084 7.053.395
$6.075,785 $6,199,576 § 977610 51352628 $7.053,395  $7,552.204




CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2009

Financial Analysis of the City’s Funds

Governmental funds

As discussed, governmental funds are reported in the fund statements with a short-term, inflow and outflow of
spendable resources focus. This information is useful in assessing resources available at the end of the year in
comparison with upcoming financing requirements. Governmental funds reported ending fund balances of
£6,199 576, Of this year-end total, approximately $873,450 is unreserved indicating availability for continuing City

service requirements.

The total ending fund balances of governmental funds show an increase of $123,791 from current-year activity.

Proprictary funds

Proprietary Funds - Revenues of the City’s business-type activities were $826,427 which consisted mostly of water,
sewer, and sanitation systemn charges. Water, sewer, and sanitation system revenues for the year ended September
30,2009, exceeded expenses by $124,948,

General Fund Budgetary Highlights

The General Fund expenditures for fiscal year 2009 were $638,683, which was $43,825 more than the budgeted
amount of $594,858.

The General Fund budget complied with financial policies approved by the City Council and maintained core City
services.

Capital Asset and Debt Administration

Capiral assets

The City's tnvestment in capital assets for its government-wide activities as of September 30, 2009, amounts to
56,890,965 (net of accumulated depreciation). This investment in capital assets inciudes land, buildings, equipment,
and improvements.

Capital Assets at Year-End
{(Net of Depreciation)

Business- Business-
Governmental Governmental type type

Activities Activities Activities Activities Total Total

2008 2009 2008 2009 2008 2009
Land $ 24,503 3 24,303 $ - h) - $ 24503 %5 24,503

Construction in

Progress - - 198,976 426,104 198,976 426,104
Infrastructure 5,577,733 5,506,005 692,477 671,639 6,270,210 6,177,734
Buildmes 114,954 107,824 15,619 15,220 130,873 123,044
Equipment 73,703 63.227 80,386 76.353 154.089 139,580

Totaly $ 5790893  § 5701649  $.987,758 $ 1,189316 § 6,778,651 $6,890,965

6



CITY OF CLARENDON, TEXAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2009

This year's major additions included:

Governmental activities:
Street improvement $ 10,581

Business-type activities:
TCBDP grant project 227,128
Compost turner 16,000
Debt
At vear-end, the City had $500,657 of capital leases and notes payable, as shown below:

QOutstanding Debt at Year-end

Governmental Governmental  Business-type  Business-type

Activities Activities Activities Activities Total Total

2008 2009 2008 2009 2008 2009
Notes payable $ 3,500 § 523 £ 7.157 5 1,062 $ 10,657 $ 1,585
Tax Notes 490,000 375.000 - - 490,000 375,000
Total $ 375,523 § 7,157 § 1,062 $ 500,657 $376,585

Feonomic Factors and Next Year

The City is in process on a $306,858 water facility improvement project that they plan to complete in the coming
vear. The City is in beginning phases of another $230,000 water facility project which they plan to work on in the
coming year. Budgeted revenues for the 2009-10 year for the general fund are up $132.441 from the 2008-09 final

budget, while budgeted expenditures are up by $216,426.

Contacting the City’s Financial Management

This financial report is designed to provide a general overview of the City’s finances, comply with finance-related
laws and regulations, and demonstrate the City’s commitment to public accountability. If you have any questions
about this report or would like to request additional information, contact the City of Clarendon, P.O. Box 1089,

Clarendon, Texas 79226.



Assets
Cash and cash equivalents
[nvestments
Receivables (net of allowance
for uncollectibles}
Intergovernmental Receivable
Restricled assets:
Cash and cash equivalenis
Investmenis

Capita! assets not being depreciated:

Land
Capital assets net of accumulated
depreciation:
Infrastructure
Buildings, net
Machinery and Equipment, net
Construction in progress

Total assets

Liabijities
Accounts payable and other
current liabilities
Intergovernmental Payable
Accrued inlerest payable
Customer deposits
Noncurrent Liabilities
Dues Within One Year
Due in More Than One Year

Total liabilities

Net Assets
Invested in Capital Assets,
net of related deht
Restricted for:
Repaymaen! of meter depoasits
Economic development
Unrestricted Met Assets

Total net assets

CITY OF CLARENDON, TEXAS
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2009

Primary Government

Companent Unit

Business Nonmajor

Governmental Type Companent
Activities Activities Total Unit

$ 292467 $ 120,304 $ 412771 5 63,622

179,703 77,701 257,404 14,472

- - - 11,125

522,724 48,016 570,740 -

5,000 “ 5,000 -

24,503 - 24 503 -

5,506,095 671,639 6,177,734 -

107,824 15,220 123,044 70,530

63,227 76,353 139,580 -

426,104 426,104 -

6,701,543 1,435,337 8,136,880 158,749

109,184 28,675 137,859 -

11,125 - 11,125 -

2,685 - 2,685 -

- 48,016 48,016 -

120,523 1,062 121,585 -

258,450 4,956 263,406 -

501,567 82,709 584,676 -

5,326,128 1,188,254 6,514,380 -

- . . 158,749

873,450 164,374 1,037,824 -

$ 5,199,576 % 1,352,628 $ 7,552,204 5 159,749

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE OF

GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Amounts reported for governmental activities in the statement of activities are different because:

Net shange in fund balances-total governmental funds $ 92805

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which depreciation exceeded

capital outlays in the current period. (89,243)

The issuance of long-term debt provides current financial resources to governmental
funds, while repayment of the principal of long-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any
effect on nel assets. This amount is the net effect of these differences in the
treatment of long-term debt and related items. 116,256

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore are not reporied as expenditures in governmental

funds. 4173

Changes in net assets of governmental activities $ 123,701

The accompanying notes are a integral part of this statement.
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CITY OF CLARENDON, TEXAS
STATEMENT OF NET ASSETS

Assets
Current assets:
Cash and cash egquivalents
Accounts receivable (net of
allowance for uncollectibles)
Restricled assets:
Cash and cash equivalents
Tatal current assets

Nancurrent assets:
Capital assets:
Infrastructure
Buildings
Machinery and Equipment
Accumutated Depreciation-Capital Assets

Construction in process

Total noncurrent assets

Total assets

Liabilities

Current liabitities:

Accounts payable

Customer deposits

Notes payable-current

Capital leases payable-current
Totai current liabilities

Noncurrent liabilities:
Notes payabie-noncurrent
Compensated absences
Total noncurrent liabilities

Totat liabilities

Net Assets

Invested in capital assets,
net of related debt

Restricted for repayment of
meter deposits

Unrestricted net assets

Total net assets

PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2009
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2008

Business-type Activities - Enterprise Funds

Total
Water & Entesprise
Sewer Sanitation Funds
Fund Fund 2009 2008
3 120,304 - $ 120,304 3 -
50,037 27,664 77,701 63,890
48,016 - 48,016 12,169
218,357 27,664 246,021 76,059
1,218,008 - 1,218,008 1,218,008
23,672 23,225 46,797 46,797
235,719 167,714 403,433 387,433
(767,234} {137,792} (905,026) (863,455}
426 104 - 426,104 198,975
1,136,169 53,147 1,189,316 987,758
1,354,526 80,811 1,435,337 1,063,817
19,769 8,906 28675 28670
48,016 - 48,016 42,895
1,062 - 1,062 6,067
68,847 8,906 77,753 78,632
- - - 1,069
834 4,122 4 958 6,506
834 4,122 4 956 7.575
69,681 13,028 82 709 86,207
1,135,107 53,147 1,188,254 980,622
- - 30,726
149,738 14,636 164 374 {33,738)
$ 1,284,845 67,783 $ 1,352,628 $ 977,610

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS
PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2009
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2008

Business-type Activities - Enterprise Funds

Total
Water & Enterprise
Sewer Sanitation Funds
Fund Fund 2009 2008

QOperating revenues:

Charges for Water Services $ 531,019 3 - $ 531,019 $ 392,450

Sanitation Charges for Services - 295,408 295,408 245,849

Tota! operating revenues 531.018 295,408 526,427 638,298
Operating expenses:

Personal Services-Salaries and Wages 90,049 131,037 221,086 213,574

Persanal Services-Employee Benefits 20,658 33,996 54,664 63,821

Purchased Property Services 195,791 59,723 250,514 250,970

Othier Operating Expenses 23,152 63,470 86,622 59,545

Supplies 25,701 21,322 47,023 39,329

Depreciation 35,662 5,908 41,570 44,283

Total operating expenses 386,023 315,456 701,479 671,522

Qperating inccme 144,996 (20,048) 124,948 (33,223)
Non-operating revenue (expense):

Interast Expense (187} - {187) (510)
Loss hefore contributions and transfers 144 809 (20,048) 124,761 (33,733}
Contributions and operating transfers:

Capital contributions 227,128 - 227,128 39,263
Transfer in 1,366 31,420 32,786 21,770
Transfers out {9,657) - (9,657) (12,008)
Change in Net Assets 363,646 11,372 375,018 15,292
Total Met Assets - October 1 (Beginning) 921,199 56,411 977,610 962,318
Total Net Assets - September 30 (Ending) $ 1,284,845 $ 67,783 $ 1,352,628 $ 977,610

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS

Cash flows from operating activities
Receipts from customers and users
Payments ic suppfiers
Payments {o employees
Net cash provided by operating activities

Cash flows provided by noncapital
financing activities
Operating transfers

Cash fiows from capital and related
financing activities
Purchase of equipment
Principal paid on long-term debt
Proceeds customer deposits
Interest paid on debt
Net cash (used) by capital
and related financing activities

Net increase 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 provided (used) by operating
activities:
Operating income
Adjustments to reconcile operating income:
to net cash provided (used) by cperating
activities:
Depreciation and amortization
Interest expense
{increase) decrease in current assets:
Receivables
Increase {decrease) in current liabilities:
Accounts payable
Accrued payroll
Net cash provided by
operating activities

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2008

Business-type Activities - Enterprise Funds

Noncash investing, capital, and financing activities:

Assets contributed from TCDP grant

Total

Water & Enterprise

Sewer Sanitation Funds

Fund Fund 2009 2008

$ 519,786 $ 292830 $ 812,616 $ 634,496
(262,062) (177,755) (439,817) {410,546}
(92,141) {130,495} (222,636) {215,538}
165,583 (15,420) 150,163 8,412
(8,291) 31,420 23,129 g 762
- {16,000) (18,000 -
(6,075) - (6,075) (10,026)
5,121 - 5121 4,531
(187) - (187) (510)
{1,141} (16,000) {17,141) {6,005)
156,151 - 156,151 12,169
12,169 - 12,169 -
168,320 - 3 168,320 5 12,169
3 144,996 $ (20,048) $ 124,948 3 (33,223}
35,6862 5,908 41,570 44 283
(11,233 (2,578) {13,811) (3,803)
{1,750} 756 (994) 3119
(2,092) 542 {1,550} (1,964)
5 165,583 3 {15,420) $ 150,163 $ 8,412
$ 227128 3 - 3 227128 $ 39,263

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the City of Clarendon, Texas, reflected in the accompanying financial
statements conform to accounting principles generally accepted in the United States of America applicable to state and
local governments. Accounting principles generafly accepted in the United States of America for local governments
are those promulgated by the Governmental Accounting Standards Board (GASB) in Governmental Accounting and

Financial Reporting Standard.

A. FINANCIAL REPORTING ENTITY

B.

Tne City is @ municipal corporation governed by an elected mayor and a five-member council. The City was
incorporated under the Constitution of the State of Texas (Home Rule Amendment). As required by GAAP, these
financial statements present the City and its component unit, an entity for which the City is considered to be
financially accountable. The component unit is included in the City's reporting entity because of the significance of
its operational or financial retationship with the City. The City (the primary government) is financially accountable if
it appoints a voting majority of the organization's governing board and 1) it is able to impose its will on the
organization or 2) there is a potential for the organization to provide specific financial burden on the City. The
primary government is required to consider other organizations for which the nature and significance of their
relationship with the primary government is such the exclusion would cause the reporting entity's financial
statements to be misleading or incomplete.

The financial statements are formatted to allow the user to clearly distinguish between the primary government and
its companent unit. Because of the closeness of their relationship with the primary government (the City}, some
component units are blended as though they are part of the primary government, most component units are
discretely presented. The City's component unit is as follows:

The Clarendon Economic Development Corporation (“Development Corporation”) was created in 1995 for the
special purpose of promoting and developing commercial, industrial, and manufacturing enterprises and
encouraging employment within the boundaries of the City. The members of the Development Corporation’s
financial activities are discretely presented in the City's financial statements as a governmental fund. Complete
financial statements of the Development Corporation can be obtained from the City’s administration office.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements include the statement of net assets and the statement of activities.
Government-wide statements report information on all of the activities of the City. In the government-wide
Statement of Net Assets, the governmental activities are reflected on a full accrual economic resource basis, which
incorporates long-term assets and receivables as welf as long-term debt and obligations. The effect of interfund
transfers has been removed from the government-wide statements but continues to be reflected on the fund
statements. Governmental activities are supported mainly by taxes, charges for services, and intergovernmental
revenues

The government-wide Statement of Activities reflects the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function Program revenues include 1) charges to customers or applicants who purchase, use or directly benefit
from goods, services or privileges provided by a given functien and 2) grants and contributions that are restricted
to meeting the operational or capital requirements of a particular function or segment. Taxes and other items not
properly included on program revenues are reported as general revenues.

Separate fund financial statements are provided for the governmental funds. The General Fund, Construction
Capital Froject Fund and Debt Service Fund meet criteria as major governmental funds. The major funds are
reported in a separate column in the fund financial statements. Non-major funds include Capital Project and
Special Fevenue funds. The combined amounts for these funds are reflected in a single column in the fund
Balance Sheet and Statement of Revenues, Expenditures, and Changes in Fund Balances.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

C. MEASUREMENT FOCUS, BASIC OF ACCOUNTING, AND FINANCIAL STATEMENT FRESENTATION

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. This measurement focus is also used for the fund financial statements.
Revenues are recorded when eamed, and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for which they are levied.
Grants are recognized as revenue when all applicable eligibility requirements imposed by the provider are met.

Revenues are classified as program revenues and general revenues. Program revenues include 1) charges to
customers or applicants for goods, services, or privileges provided, 2} operating grants and contributions, and 3)
capitai grants and contributions. General revenues include all taxes, investment earnings, and other

miscellaneous revenues.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available and include revenues expected to be received within 60 days after the fiscal year ends. Receivables
which are measurable but not collectible within 60 days after the end of the fiscal period are reported as deferred

revenue.

Property, franchise, sales, and hotel occupancy taxes and investment income are all considered to be susceptible
to accrual and so have been recognized as revenues of the current fiscal period. The portion of special
assessments receivable due within the current fiscal period is considered to be susceptible to accrual as revenue
of the current period. All other revenue items are considered to be measurable and available only when cash is
received by the government.

Expenditures generally are recorded when a fund fability is incurred; however, expenditures related to
compensated absences and claims and judgments are recorded only when the liability has matured and payment
is due.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. The General Fund is used to account for all
financial resources except those required to be accounted for in another fund.

The Construction Capital Project Fund was established to account for the proceeds received from the
issuance of Tax Notes and for the expenditure of those proceeds.

The Debt Service Fund is used to account for the resources accumulated and payments made for principal
and interest on long-term tax certificates debt of the government funds.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in both the government-wide and proprietary fund financial statements to the extent that those standards
do not conflict with or contradict guidance of the GASB. Governments also have the option of following
subsequent private-sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The government has elected not to follow subsequent private-sector guidance.

Amounts reported as program revenue include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

D. ASSESTS, LIABILITES, AND NET ASSETS OR EQUITY
1. Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand depasits, and short-term investments
with original maturities in the next 12 months.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continuation

D. ASSESTS, LIABILITIES, AND NET ASSESTS OR EQUALITY - Continuation

2. Receivables and Payables

4.

All trade and property tax receivables are shown net of an aliowance for uncollectible. Trade accounts
receivable primarily consist of charges for services provided by the City to customers for water, sewer, and
sanitation. The allowance for uncollectible trade accounts receivable represents approximately 20% of the
balance. The property tax receivable allowance is equal to 50% of the delinquent taxes receivable at
September 3G, 2009.

The City's property taxes are levied each October 1 on the assessed value listed as of the prior January 1 for
all real and business personal property located in the City. Property taxes attach as an enforceable lien on
property as of January 1. Taxes are due by January 31 following the October 1 levy date and are considered
delinquent after January 31 of each year and added to the delinquent roll after June 30.

Capital Assets

Capital assets, which include land, buildings, equipment, improvements, and infrastructure assets {(e.g., roads,
bridges, sidewalks, and similar items), purchased or acquired, are carried at historical cost or estimated
historical cost if historical cost is not available. Capital assets such as equipment are defined as assets with a
cost of $5,000 or more. Donated capital assets are recorded at estimated fair market value at the date of

donation.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during construction is included as part of the capitalized value of the assets constructed. There was

no capitalized interest during the current fiscal year.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend the
useful lives of assets are not capitalized. Capital assts are depreciated using the straight-line method over the
following estimated useful lives:

Assets Years
Buildings 50
Improvements 20
Furniture & fixtures 7
General equipment 7
Vehicles 7-15
Computer hardware 5
Infrastructure 75

Restricted Assets
Resftricted assets in the General Fund held for specific purposes in accordance with legal restrictions, are
comprised of the following:

General Fund;
Cash and cash equivalents

Tourism $ 149924
Library 84,462
Improvement 191,353
Debt service 66,608
Airport improvement 13,867
Park 13,519
Technology 2,991
Total Cash and cash equivalents § 522724
investments
Library $ 5,000
Water & Sewer Fund:
Cash and cash equivalents $ 48016
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continuation
D. ASSESTS, LIABILITIES, AND NET ASSESTS OR EQUALITY - Continuation

5. Compensated Absences
The City changed their compensated absences policy as of October 1, 2008. The City's permanent, full-time
employees earn sick leave (up to a maximum of 720 hours) based on days employed. The policy provides for
payment of sick leave upon retirement or termination, contingent upon the employee providing a minimum of

two weeks notice of his/her intent to resign.
Amounts of accrued sick leave and comp time are acerued in the government-wide financial statements.

Per GASBE Interpretation No. 8, liabilities for compensated absences are recognized in the fund statements to
the extent the liabilities have matured (i.e. are due for payment). Compensated absences are accrued in the
government-wide statements.

The City's permanent, full-ime employees earn vacation leave (up to a maximum of 160 hours per year)
based on days employed. Employees are required to take their vacation by the end of the year or forfeit it, so

no accrual is booked.

6. Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Actual results could differ from those estimates.

7. Fund Equity
In the fund financial statements, governmental funds report reservations of fund batance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balances represented tentative management plans that are subject to change.

Designations for special purposes of the special revenue fund unreserved fund balance are segregated so as
to be utilized in accordance with state law or other restricted purpose as applied to hotel/motel tax revenue,
grants, and confributions that are designated fo finance particular functions or activities of the City.
Designations of the capital projects fund balance are not legally required segregations, but are segregated for
construction projects.

8. Budgets and budgetary accounting
The City follows these procedures in establishing the budgetary data reflected in the financial statements:

a. Prior to September of each fiscal year, the City Secretary submits an annual budget to the City Council.

b. The City Council provides for a public hearing on the City budget before the end of August and prior to
the levy of taxes by the Council.

c. Prior to October 1, the budget is legally adopted by order of the Council for the General Fund.

d. The budget is prepared by fund and department with the legal level of control at the departmental level.
Administrative control is maintained through the establishment of more detailed account or object class
budgets within the departments. Emergency expenditures to meet unusuai and unforeseen conditions
which could not, by reasonable diligent thought and attention, have been inciuded in the origina!
budget, whereby total expenditures of a department have been increased must be authorized by the
Council as emergency amendments to the original budget. Management may not amend the budget at
any level without approval of the Council. Amounts shown in the financial statements represent the
original adopted budget are in the Final Budget Amounts column of the Budgetary Comparison
Schedule for General Fund.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continuation
D. ASSESTS, LIABILITIES, AND NET ASSESTS OR EQUALITY - Continuation

e. The budget for the General Fund is adopted on a basis consistent with generally accepted accounting
principles (GAAP} on the modified accrual basis of accounting on an annual basis.

f.  Formal budgetary integration on an annual basis is employed as a management control device during
the year for the General Fund.

g. All appropriations lapse at the end of the City's fiscal year and may be re-budgeted the next year.

NOTE 2 - DEPOSITS AND INVESTMENTS

Foltowing is a reconciliation of the City's cash and deposit balances as of September 30, 2009

Cash and deposit balances consist of

Bank deposits 3 703,786
Certificates of deposit 397,023
Total $  1.100.809
Cash and investment balances are reported in the basic financial statements as follows:
Government-wide Statement of net assets 3 988,511
Component Unit 63.823
Total $.....1.082334

As of September 30, 2009, the carrying amount of the City's bank deposits and certificates of deposit was
$988 511, and the respective bank balances totaled $1,041,986. Of the total bank balance, $865,247 was
covered by federal depository insurance. The remaining $176,740 was collateralized with securities held by
the pledging financial institution’s agent held in City's name.

As of September 30, 2008, the carrying amount of the Economic Development Corporation's book bhalance
was 363,622, and the respective bank balances totaled $63,823. The total bank balance was covered by

federal depository insurance.

The City's funds are required to be depasited and invested under the terms of a depository contract pursuant
to the Depository Act. 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 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 Company {FDIC) coverage.

State statutes and City resolutions authorize the City's investments. The City is authorized to invest in
obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; insured or collateralized
certificates of deposit, certain municipal securities; money market savings accounts; fully collateralized
repurchase agreements; and government investment pools.

As of September 30, 2009, the City held investments only in certificates of deposit with a maturity of less than
one year and are included in cash and cash equivalents in the Statement of Net Assets. These were
adequately insured and collateralized as discussed above.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 36, 2009

NOTE 2 - DEPOSITS AND INVESTMENTS - Continuation

Deposits of the City can be exposed to risk that has the potential to result in losses. The following is an
analysis of those risks:

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.

The City will minimize credit risk by limiting investments to certain types of securities, pre-qualifying the
financial institutions, broker/dealers, intermediaries, and advisers with which the City will do business, and
diversifying the investment portfolio so that the impact of potential losses from any one type of security or
from any one individual issuer will be minimized. At year-end, the City was not significantly exposed to
credit risk.

Custodial credit risk occurs when deposits are not covered by depository insurance and the deposits are
uncollateratized, collateralized with securities held by the pledging financial institution, or collateralized
with securities held by the pledging of financial institution, or collateralized with securities held by the
pledging of financial institutions trust department or agent but not in the City’s name. At year-end, the City
was not significantly exposed to custodial credit risk.

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a
single issuer.

To eliminate risk of loss resulting from over-concentration of assets in a specific maturity, issuer, or class
of securities, all cash and cash equivalent assets in all City funds shall be diversified by maturity, issuer,
and class of security. At year-end, the City was not significantly exposed to concentration of credit risk
related to deposits and investments.

interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment.

The City will minimize interest rate risk by structuring the investment portfolio so that securities mature to
meet cash requirements for ongoing operations, thereby avoiding the need to sell securities on the open
market prior to maturity. The City's policy is to not directly invest in securities maturity more than six (6)
months from date of purchase. The City will also invest operating funds primarily in shorter-term
securities, money market mutual funds, or simitar investment poocls and limits the average maturity of the
portfolio. At year-end, the City was not exposed to interest rate risk.

NOTE 3 — PROPERTY TAXES

The City is authorized by the tax laws of the State of Texas to levy taxes up to $.80 per $100 of assessed
valuation, for general governmental services, and the payment of principal and interest on long-term debt. The
tax rates to finance general governmental services and the payment of principal and interest on long-term debt
for the year ended September 30, 2009, were $.355732 and $.294268, respectively, per $100 valuation. The
combined tax rate on the 2008 tax roll was $.65 per $100, which means that the City has a tax margin of $.15
per $100 and could raise up to $78,100 additional taxes from the 2008 assessed valuation.

Governmentat funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. At the end of the fiscal year, the deferred
revenue amount reported represents amounts unavailabte to liquidate the liabilities of the current period.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 4 - RECEIVABLES

Receivables as of year-end for the City, including the applicable allowance for uncollectible accounts, are as

foliows:
Governmental Business-
type
Activities Activities Total

Taxes and assessments $ 126,279 % - % 126,279
Customer-frade - 82,897 82,897
Accrued interest receivable 232 - 232
Intergovernmental receivable 89477 - 89477
Gross receivables 215,688 82,897 298,885
L.ess: Allowance for

uncellectible accounts 36,285 5196 41,481
Mat total receivables $ 179703 % 77701 § 257404

Discretely Presented Component Unit

Clarendon Economic Development Corporation receivables at September 30, 2009, consist of the following:

Taxes and assessments 14 471

NOTE S - CAPITAL ASSETS

A summary of changes in capital assets for the year ended September 30, 2009, is as follows;

Beginning Additions/ Retirements/ Ending
Balance Transfers Transfers Balance
Governmental activities:
Capital assets, not being
depreciated:
Land $ 24503 § - 3 - $ 24,503
Total capital assets, not being
depreciated: 24 503 - - 24,503
Capital assets, being
depreciated:
Infrastructure 7,739,991 10,580 - 7,750,571
Buildings and improvements 435,404 - - 435,404
Equipment 880,946 - - 880,945
Total capital assets, being
depreciated: 9,056,341 10,580 - 9,066,921
Less accumulated depreciation for:
Infrastructure (2,162,258) (82,218) - (2,244,476)
Buildings and improvements {320,450) (7,129) - (327,579)
Equipment (807.243) (10,477} - (817.720)
Total accumulated
depreciation (3,289,951) (99,824) - {3,389 775)
Total capital assets, being
depreciated, net 5.766.390 (89.244) - 5677,146
Governmental activities capital
assefs, net $ 5790893 $ {89.244) % - 3 5701649
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 6 - CAPITAL ASSETS - Continuation

Beginning Additions/ Retirements/ Ending
Balance Transfers Transfers Balance

Business-type activities:
Capital assets, not being
depreciated:
Construction in progress 3 198976 $ 227128 % - % 426,104
Total capital assets not being
depreciated:
Infrastructure 1,218,008 - - 1,218,008
Buildings 46,797 - - 46,797
Equipment 387,433 16,000 - 403,433
Total capital assets, being
depreciated: 1,652 238 16,000 - 1,668,238
Less accumulated depreciation for:
infrastructure (525,531) (20,838) - {546,369)
Buildings (30,878) (699) - (31,577)
Equipment (307.047) {20,033) - (327 .080)
Total accumulated
depreciation {863,456) (41.570) - {905,026}
Total capital assets, being
depreciated, net 788782 (25.670) - 763,212
Business-type activities capital
assets, net 3 087,758 201658 % - $ 1189316

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

General government 3 15,188
Street 67,042
Park 4,148
Airport 13,446
Total depreciation expense — governmental activities: £ 99824

Business-type activities:

Water and Sewer b 35,662
Sanitation 5,908
Total depreciation expense — business-type activities: $ 41570

NOTE 6 — INTERFUND RECEIVABLES, PAYABLE, AND TRANSFERS

Due toffrom other funds

Receivable Payable
General Fund % - 3 5,598
Hotel/Motel Bed Tax Fund - 5,527
Economic Development Corporation 11,125 -
Total S 11,125 $ 11,125
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 6 - INTERFUND RECEIVABLES, PAYABLE, AND TRANSFERS - Continuation

Government interfund transfers during the year ended September 30, 2009, were as follows:

Transfers Transfers
Out fn
Governmental activities:
Major funds:
General Fund $_ 23129 3 -
Total government funds 23129 -
Business-type activities:
Water and Sewer 8,291 -
Sanitation - 31,420
Total business-type activities 8,291 31,420
Total primary government 3. 31420 $__ 31420

Eliminations

Interfund transfers are reported in the governmental activities fund financial statements. In the entity-wide
statements, interfund transfers are eliminated within the governmental activities column.

Purpose of Transfers

Primarily, transfers are used to 1) move amounts collected in the general fund representing the approved
increase in charges for services designated by Council for use in improving the City's streets, 2) move
unrestricted revenues accumulated in the general fund to finance the City's part of a community development
project, and 3) move any amount recorded in an inappropriate fund to the correct fund in which the amount

should be accounted.

NOTE 7 - LONG-TERM DEBT AND OBLIGATIONS

On February 22, 2005, the City authorized the issuance of the City of Clarendon, Texas, Tax Notes, Series
2005, for $800,000. These notes were used for the paving of City streets. The City has created a sinking fund
for the assessment and collection of taxes and the redemption of the Tax Notes. Principal payments on the
Tax Notes are to be made annually, beginning February 15, 2006. Interest payments are to be made semi-
annually on February 15 and August 15. The interest rate on the Series 2005 Tax Notes is 4.15%.

On November 8, 2004, the city financed the purchase of three pickups with a bank note payable. The note is
due on demand, but if no demand is made, the City makes monthly payments of $783, with the last payment
due on November 8, 2009. The note bears interest at 4.85% annually and is collateralized by the three
pickiups,

The foilowing is a summary of lang-term debt activity of the City of Clarendon for the year ended September
30, 2009:

Beginning Ending Amount Due
Balance Additions Retirements Balance in One Year
Governmentat Activities
Tax Notes, Series 2005 $ 490,000 % - $ 115000 $ 375,000 $ 120,000
Bank note payable 3,500 - 2,977 523 523
Compensated absences 1.630 1,821 - 3,451 -
Total Governmental activities $ 495130 $ 1,821 3 117,977 $ 378974 12 3
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 7 - LONG-TERM DEBT AND OBLIGATIONS ~ Continuation

Beginning Ending Amount Due
Balance Additions Retirements Balance in One Year
Business-type activities
Bank note payable $ 7,157 % - 5 6,095 $ 1,082 3 1,062
Compensated absences 6,505 - 1.550 4955 -
Total Business-type activities $ 13662 § - $._ 7645 $ 6017 $ 1062

Maturities debt, tax notes and bank note, are as follows:

Due During

Fiscal Year

Ending Principal Interest Total
Governmental activities

2010 120,523 13,075 133,598
2011 125,000 7,989 132,989
2012 130.000 2,698 132,698
Total governmental activities 3 75,52 $ 23,762 $__ 399285
Business-type activities

2010 3 1,062 6 1,068
Total business-type activities 3 1,062 $ 6 $ 1,068

NOTE 8 - EMPLOYEE RETIREMENT SYSTEM

The City of Clarendon provides pension benefits for all of its fuli-time 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 opticns available in the governing state statutes of TMRS.

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and
required supplementary information {RS!) for TMRS; the report also provides detailed explanations of the
contributions, benefits and actuarial methods and assumptions used by the System. This report may be
obtained by writing to TMRS, P.O. Box 149153, Austin, TX 78714-9153 or by calling 800-824-8677; in addition,
the report is available on TMRS website at www. TMRS.com

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

Deposit Rate 5%
Matching ratio (to employee) 2t01
A member is vested after: Syrs

Members can retire at certain ages, based on the years of service with the City of Clarendon. The service
retirement eligibilities for the City of Clarendon are; 5 yrs/age 60, 20 yrs/any age.
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 8 - EMPLOYEE RETIREMENT SYSTEM - Continuation

-

CONTRIBUTIONS:

Under the state law governing TMRS, the contribution rate for each city is determined annually by the actuary.
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 liability (asset} over
the applicable period for that city. Both the normal cost and prior service contribution rate 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 actuarially 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 one-year delay between the actuarial valuation that serves as the basis for the rate and the
calerdar year when the tare goes into effect. The annual pension cost and net pension obligation/ (assets)

are as follows:

Fiscal Year Annual Annual Percentage Net
Pension Contribution Of APC Fension
Cost (APC) Made Contributed Obligation
2007 $ 4129 34,129 100% $ -
2008 3,608 3,508 100% -
2009 3,369 3,369 100% -

The required contribution rates for fiscal year 2009 were determined as part of the December 31, 2006 and
2007 actuarial valuations. Addition al information as of the latest actuarial valuation, December 31, 2008, aiso
follows:

12/31/06 12/3107 12/31/08
Actuarial Cost Method Unit Cost Projected Unit Frojected Unit
Credit Credit
Amortization Method Level! Percent of Level Percent of Level Percent of
Payroll Payroll Payrall
Remaining Amortization Period 23 Years - Open 25 Years — Closed 24Years —
Period Period Closed Period

Asset Valuation Method
Investment Rate of Return
Projected Salary Increases

tncludes Inflation At
Cost-of-Living Adjustments

Amortized Cost
7.0%

Varies by age and
service

3.0%

None
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009
NOTE 8 - EMPLOYEE RETIREMENT SYSTEM - Continuation

The funded status as of December 31, 2008, the most recent actuarial valuation date, is as follows:

UAAL as a
Actuarial Actuarial Actuarial Unfunded Percentage
Valuation Value of Accrued Funded AAL Covered of Covered
Date Assets Liability (AAL) Ratio {UAAL) Payroll Payroll
(1) (2) (3) (4) (5) (6)
{(1)/(2) (2)-(1) (4Y(5)
12/31/08 $400,910 $427.644 93.7% $26,734 $351,063 7.6%

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 actuarnal accrued liability of benefits.

The City also participates in the cost sharing multiple-employer defined benefit group-term life insurance plan
operated by the Texas Municipal Retirement System (TMRS) known as the Supplemental Death Benefits
Fund (SDBF). The City elected, by ordinance, to provide group-term life insurance coverage to both current
and retired employees. The City may terminate coverage under and discontinue participation in the SDBF by
adopting an ordinance before November 1 of any year to be effective the following January 1.

The death benefit for active employees provides a lump-sum payment approximately equal to the employee’s
annual salary (calculated based on the employee’s actual earnings, for the 12-month period preceding the
month of death): retired employees are insured for $7,500; this coverage is an "other postemployment benefit,”

or OPEB.
City offers supplemental death to: Plan Year 2008 Plan Year 2009
Active employees {yes or no) Yes Yes
Retirees (yes or no) Yes Yes

The City contributes to the SDBF at a contractually required rate as determined by an annual actuarial
valuation. The rate is equal to the cost of providing one-year term life insurance. The funding policy for the
SDBF program is {o assure that adequate resources are available to meet all death benefit payments for the
upcoming year; the intent is not to pre-fund retiree term life insurance during employees’ entire careers.

The City's contributions to the TMRS SDBF for the years ended 2009, 2008, and 2007 were $2,028, $1,166,
and $826, respectively, which equaled the required contributions each year.

NOTE 9 - RISK MANAGEMENT

The city's major areas of risk management are: public officials’ liability, automobile liability, airport liability, general
comprehension liability, property damage, workers’ compensation, and employee health insurance. The City has
obtained insurance with an insurance company and a public entity risk pool in which all risk is transferred to those
entities for all the above areas. The City pays a deductible per incident except on the employee health insurance,
in which the deductible is the responsibility of the employee. There have been no significant reductions in health
insurance coverage from the prior year.

NOTE 10 - COMMITMENTS

On July 10, 1985, the City, along with other cities, entered into a contract with Greenbelt Municipal and Industrial
Water Authority {the “Authority”), whereby the Authority will sell to the cities water produced by the facilities of the
Authority. In return, the cities agree to pay for such water based on a usage formula that will provide
reimbursements for operations, maintenance and debt service payments to the Authority. The participating cities
are jointly and severally responsible for the above payments. Each city's proportionate share is determined
annually according to its demand usage from the system. The City paid $174,825 to the Authority for the fiscal
year ended September 30, 2009,
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CITY OF CLARENDON, TEXAS
NOTES OF BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 11 - LITIGATION

The City is a defendant from time to time in various lawsuits. In the opinion of the City's management, any
liabilities resulting from such lawsuits will not have a material effect on the financial position of the City.

NOTE 12 —~ EXPENDITURES IN EXCESS OF BUDGETED AMOUNTS

During the year ended September 30, 2009, the City had expenditures in excess of the budgeted account in the
General Fund in the following areas and amounts:

General Fund

Municipal court $ 5,364
Animal control 1,172
Paolice 32,851
Fire protection 4209
Highways and streets 18,236
Parks 38
Libraries 8,977
Debt service

Bond principal 2,977

Bond interest 153
Capital outlay 10,581
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CITY OF CLARENDON, TEXAS

REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2009
(UNAUDITED)

Texas Municipal Retirement System Analysis of Funding Progess
Pension Plan
Last Three Fiscal Years

Actuarial Valuation Date 12/31/2008 12/31/2007 12/31/2006
Actuarial Value of Assets $ 400,810 ¥ 355929 322,803
Actuarial Accrued Liability 427,644 384,962 369,656
Percentage funded 93.7% 92.5% 87.3%
Unfunded Actuarial Accrued Liability (UAAL) 26,734 29,033 46,853
Annual Covered Payrall 351,063 320,542 304,867
UAAL as a percentage of covered payroll 7.6% 8.1% 15.4%

Net Pension Obligation at the beginning of the period
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CITY OF CLARENDON, TEXAS
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30, 2008
WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2008

2009 2008
Budgeted Amounts Variance with
Final Budget-
Actual Positive Actual
Original Final Amounts (Negative} Amounts
Revenues
Taxes:
Property taxes 5 156,924 $ 172,346 $ 176402 $ 4,056 $ 124,063
Genera! sales and use taxes 281,345 262674 233,795 {28,879) 224,803
Franchise tax 78,929 66,504 78,952 12,448 82,950
Intergovernmental revenue and grants 33,000 30,250 63,000 32,750 30,250
Fines and fees 43 747 44,494 49,319 4,825 40,281
Investment earnings 20,000 6,269 7,571 1,302 15,718
Other revenue 6,628 5,822 10,271 4,448 13,174
Tota! revenues 620,573 588,359 619,310 30,951 531,239
Expenditures
Current:
Generat government:
Administration 321,128 275,755 235141 40,614 190,744
Municipal court 24,585 22,220 27,584 (5,364) 28,724
Animai control 6,544 986 2,158 (1,172} 1.444
Public safety.
Police 131,500 98,451 131,302 (32,85%) 131,289
Fire protection 18,690 14,431 18,640 (4,209) 21,920
Public works:
Highways and streets 160,419 129,855 148,091 {18,236) 161,453
Cullure and recreation:
Parks 500 8 46 (38) 158
Libraries 71,332 49 667 58,644 {8,977} 73,334
Airporl 3,475 3,485 3,366 119 4493
Debt service:
Bond principal - - 2,977 (2,977) 2,880
Bond interest - - 153 {153) 249
Capital outlay:
Capital nutlay - - 10,581 (10,581) 16,300
Total expenditures 743173 594,858 638.683 {43,825) 632,988
Excess {deficiency) of revenues over
(under) expenditures (122.600) (6,499) {19,373) (12.874) (101,749)
Other financing sources (uses)
Transfers In 95,000 - - - 123,106
Transfers 2t {(use) - - (23,129) (23.129) {24,418}
Total ather financing
sources {Luses) 95,000 - (23,129) (23,129) 98,688
Net change (27,600) (6,499) (42,502) {36,003) (3.061)
Fund balance - October 1 {Beginning) 447,972 447,972 447 972 - 451,033
Fund balance - September 30 {Ending} S 420,372 $ 441,473 8 405,470 5 {36,003) 3 447 972

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
HOTELMOTEL BED TAX FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30, 2009
WITH COMPARATIVE TOTALS FOR YEAR ENDED SEPTEMBER 30, 2008

2009 2008
Budgeted Amounts Variance with
Final Budget-
Actual Positive Actual
QOriginal Finai Amounts (Negative) Amounts
Revenues
Taxes!
Other taxes $ 70,000 3 74127 % 75,287 % 1,160 5 76,679
Investment earnings 1,800 824 854 30 1,858
Total revenues 71,800 74,951 76,141 1,190 78,538
Expenditures
Current:
General government: 46,000 54,290 54,855 665 59,047
Total expenditures 45,000 54,290 54,555 665 59,047
Excess (deficiency) of revenues over
(under) expenditures 25,800 20,661 21,186 525 19,491
Fund balance - October 1 (Beginning) 123,211 123,211 123,211 - 103,720
Fund balance - September 30 {Ending) $ 149,011 $ 143,872 $ 144,397 3 525 $ 12321

The accompanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
COMBINING BALANCE SHEET
MAJOR CAPITAL PROJECTS FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

2009
Community Total
Development Impraovement Capital
Fund Fund Projects Fund
ASSETS
Restrnicted assets:
Cash and cash equivalents $ - 3 120,853 3 120,853
Receivables 89477 - 89,477
Total assets 3 89,477 5 120,853 3 21G,330
LIABILITIES AND FUND BALANCES
Liabulitizg:
Intergovernmetal payable 3 89,477 3 - 3 89,477
Total fiabilities 89,477 - 89,477
Furd halances:
Unreserved and Undesignated:
Reported in the
Gapital Improvement Fund - 120,853 120,853
Total fund balances - 120,853 120,853
Totat liahilities and fund balances 3 89477 $ 120,853 5 210,330

The accompanying notes are an inlegral part of this statement.
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CITY OF CLARENDON, TEXAS
COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

2009
Total
Court Library Library Park Nonmajor
Tech Savings Tooker Fund Speciai
Fund Fund Fund Revenue Funds
ASSETS
Restricted assets:
Cash and cash equivalents 3 2,991 5 84,007 455 13,519 $ 100,972
Investments - 5,000 5,000
Total assets $ 2,991 $ 898,007 455 13,516 $ 106,872
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ - 5 - - - $ -
Total liabilities - - - - -
Fund balances:
Unreserved and Undesignated:
Reported in the
Special Revenue Fund 2,991 89,007 4455 13,519 105,972
Total fund palances 2,991 89,007 455 13,51¢ 105,972
Total liabilities and fund balances 5 2,991 3 89,007 455 13,519 3 105,972

The accempanying notes are an integral part of this statement.
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CITY OF CLARENDON, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE - MAJOR CAPITAL PROJECTS FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

2009
Community Total
Development Improvement Capital
Fund Fund Projects Fund
Revenues
Federal government grants $ 227,128 % - % 227,128
Fines and fees - 103,620 103,620
Total revenues 227128 103,620 330,748
Expenditures
Capital outiay:
Capitai outlay 227,128 - 227,128
Total expenditures 227,128 - 227,128
Excess (deficiency) of revenues over
{under} expenditures - 103,620 103,620
Other financing sources (uses}
Transfers Qut {use) - - -
Teotal other financing
SouUrces (uses) - - -
Net change - 103,620 103,620
Fund balance - October 1 (Beginning) - 17,233 17,233
Fund balance - September 30 (Ending) % - 3 120,853 5 120,853

The accompanying notes are an integral part of this statemnent.
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CITY OF CLARENDON, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

2009
Total
Court Library Library Park Nonmajor
Tech Savings Tooker Fund Special
Fund Fund Fund Revenue Funds
Revenues
intergovernmental revenue and grants k3 - 3 - S 4,039 $ - $ 4,039
Fines and fees 838 4,807 - - 5,645
tnvestmerd earnings - 1,527 - - 1,527
Other - 54 - 13,984 14,038
Total revenues 838 6,388 4,039 13,984 25,249
Expenditures
Culture and recreation;
Supplies 471 21,024 5410 2,896 29,801
Total expenditures 471 21,024 5410 2,896 29,801
Excess (deficiency) of revenues over
{under} expenditures 367 (14,636) (1,371} 11,088 (4,552)
Transfers Out - - - - -
Fund balance - October 1 (Beginning) 2,624 163,643 1,826 2,431 110,524
Fund balance - September 30 (Ending)  $ 2,991 $ 89,007 5 455 $ 13,519 $ 105,972

The accompanying notes are an integral part of this statement.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mayor and City Coungil
City of Clarendon

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 Clarendon, Texas, as of and for the year ended
September 30, 2009, which collectively comprise the City of Clarenden, Texas' basic financial
statements and have issued our report thereon dated February 9, 2010. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Audifing Standards, issued by the

Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Clarendon, Texas', internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City of Clarendon, Texas’ internal control aver financial reporting.  Accordingly,
we do not express an opinion on the effectiveness of the City of Clarendon, Texas' internal control

over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management ar
empiloyees, in the normal course of performing their assigned functions, to prevent or defect
misstatements on a timely basis. A significant deficiency is a control deficiency, of combination of
control deficiencies, that adversely affects the City of Clarendon, Texas’ ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelthood that a misstatement of the City of
Clarendon, Texas' financial statements that is more than inconsequential will not be prevented or
detected by the City of Clarendon, Texas' internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the City of Clarendon, Texas' internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined
above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Clarendon, Texas', financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

This report is intended for the information and use of management, City Council, others within the

entity, and federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than those specified parties.

iesle. ¢ ML e

Foster & Lambert, L.L.C.
February 8, 2010
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CITY OF CLARENDON, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Summary of Auditor's Results

1. Financial Statements
Type of auditor's report issued: Ungualified
Internal Control over financial reporting:

Material weakness{es) identified? Yes x No

Reportable condition(s) identified that are
not considered to be material weaknesses? Yes X No

Noncompliance material to financial
statements noted? Yes x No

2. Federal Awards

Under the guidelines of OMB Circular A-133, a Single Audit was not required for
the year ended September 30, 2009.

Financial Statement Findings

No findings

Federal Award Findings and Questioned Costs

Under the guidelines of OMB Circular A-133, a Single Audit was not required for the year
ended September 30, 2009.
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CITY OF CLARENDON, TEXAS
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2009

None
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