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Unqualified Opinion on Basic Financial Statements
Accompanied by Required Supplementary

Infor:aaation and Supplementary Information
Including the Supplementary Schedules of

Expenditures of Federal Awards

INDEPENDENT AUDITORS' REPUIZT

Honorable Mayor and Members
of the City Council

City of Bonham, Texas

228 SIXTH STREET S.E.
PARIS, TEXAS 75460

903-784-4316
FAX 903-7844310

304 WEST CHESTNUT
DENISON, TEXAS 75020

903-465-6070
FAX 903-465-9093

1400 WEST RUSSELL
BG)htHA64, TEXAS 75418

903-563-5574
FAX 903-583-9453

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
discretely presented component unit and each major fund, and the aggregate remaining fund information of the City of
Bonham, Texas, as of and for the year ended September 3C1, 2010, 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 our 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 discretely presented component unit, each major
fund and the aggregate remaining fund information of the City of Bonham, Texas, as of September 3{}, 2010, 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.

Accounting principles generally accepted in the United States of America require that the management's discussion and
analysis, budgetary comparison information and the Texas Municipal Retirement System Schedule of Funding Progress
identified as Required Supplementary Information in the table of contents be presented to supplement the basic financial
statements. Such inforrnation, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary inforuaation in accordance with auditing standards generally accepted in the
United States of America, which eonsisted of inquiries of management regarding the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the info-nation because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
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In accordance with Gc, .: % nt Auctitirxg we have also issued our ic-pcrt dated January 10, 2011, on our

consideration of the City's ;itwmal control ovei- financial reporting and on, our tests of its cc> ewith certain

provisir,rs of laws, regulat*ar,s, Guatzac.ts, arid ^raut agreements and other nlatters. The purpo !, c t c :̂i.at report is to

describe the scope of our testing of intemal control over financial reporting azad compliance a:,.d the results of that
testing, and not to provide an opinion on die internal control over financial reporting or on compliance. That report is
an integral part of an audit perfornzed in accordance with Government Auditing Standards and should be read in

conjunction with this report in considering the results of our audit.

Our audit was conducted for the purpose of f6G-miug an opinion on the financial statements that collectively comprise

the City's basic financial stato*:rz-ents.. The accompanying schedule of expenditures of federal awards is presented for

purposes of additional analysis as required by U.S. Office of N'la:^.ager:nent and Budget Circular A-1.33, t=iardits ofStates,

L.oca? Guuernr,aertts, trndNcn-Prnft Orgar..^r.rivn.r, and is not a required part of the '._.sic financial statements of the

City. The schedule of expenditures of f•edcr:^l a-,^•ards is the responsibility csfmana^,Fen._^.t and is derived from and relate

directly to the underlying accounting and other records used to prepare the financial Such information has

been stibject;:d. to the auditing procedures applied in the audit of the basic financial statements and certain additional

p:rcrcedu.es, inch d:ng comparing and reconciling such information directly to the undtrlying accounting and other

records used to prepare the fznancial statements or to the financial statements themselves, and other additional

procedures in accordance with auditing standards generally accepted in the United States o" America, In our opinion,

the information is fairly stated, in all material respects in relation to the basic financial statements taken as a whole.

Certified Public Accountants

Basrhan•z, Texas
January 10, 2011
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CITY Or, BONHAM, TEXAS
Management's Discussion and Analysis

Septetrihur 3€3, 2f}1€1

As management of the City of Bonham, Texas, 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, 2010. The
information presented for the year ended September 30, 2010, in the Summary Statement of Net Assets and the
Summary Statement of Activities shown below are included for comparative purposes only.

BASIC FINANCIAL STATEMENTS

The City's basic financial statements are comprised of three components: 1) govemm.ent-wide financial statements, 2)
fund financial statements, and 3) notes to financial statements.

governinent-wide financial statements are designed to provide readers with a broad overview of the City's finances in
a manner similar to a private-sector business.. There are two statements that make up the govemment-wuie financial
statements. These are the Statement of Nut Assets and the Statement cafActivities. Both of these statements include
not only the City itself (known as the primary government) but also aggregate information of one legally separate
component unit for which the City is financially accountable (Bonham Economic Development Corporation). The
component unit is reported separately from the financial information o#^` the primary government itself and issues
st^paxatx:ly audited financial statements.

The Statement of Net Assets presents iuforrna.tion on all the City's assets and liabilities with the difference shown as
net assets. The Statement of Activities presents information showing how the City's net assets changed during the
current fiscal year.

Fund financial statements provide financial information on specific funds maintained by the City. A fund is a grouping
of related accounts that is used to maintain control over resources that have been segregated for specific activities or
objectives. All of the finds of the City are divided into three categories: 1) government tixzads 2) proprietary Rinds and
3) fiduciary funds.

Governmental funds focus on short-te;-zn inflows and outflows of spendable resources as well as balances of spendable
zesotuc;.^ available at the end of the fiscal year, which are useful in evaluating the City's short-term financing
requirements.

GOVERNMENT -WIDE FINANCIAL &NALySIS

A. portion of the City's net assets (56%) reflects its investment in capital assets (more fully described in Note 5 of the
financial statements) less any related debt used to acquire those assets that is still outstanding. The City uses these
capital assets to provide services to citizeens. Therefore, these assets are not available for future spending. Although the
City's investment in capital assets is reported net of related debt, it should be noted that the resources needed to repay
this debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.

Proprietary funds are reported in the fund financial statements and generally report services for which the City charges
customers a fee. The City's proprietary fimd is the water and sewer fund that is an enterprise fund used to account for
water and sewer operations. This fund is presented in the government -wide, financial statements as a business-type
activity. Proprietary funcis provide the same qpe of information as the governmenf-uricie financial statements, only in
more detail;.

Fiduciary funds report assets held in a trustee or agency capacity. The City's fiduciary funds comprise of a Volunteer
Fireman's Tnr, r:: ive rmd and an agency find used to transfer money for salaries and related expenses.

Notes to FinL.cal Statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.
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GOVERNMENT-WIDE FrNANClAL STATEMENTS

The following surnm^si, : of r7ei asses and €c tiv itie s a. the P; i it only-

Summary Statement csfl±Jet :,:_ ;
(Amounts ynThatxsartds of D(,1lzl i s)

September 30,

Assets

Capital Assets, Net
Other Assets

Total. Assets

Liabilities

LoIIg-Term Liabilities

Other Liabilitil.s

Total Liabilities

Net Assets
Invested in ( :-, ets
Net of Related 1e'3 ^ i)t
Restricted
Unrestricted

Total Net Assets

Revenue:
Program Revenue:

Charges for Services
Operating Grants and
Contributions

Capital Grants and
Contributions

General Revcrtu.e:
Taxes
Miscellaneous Revenue
Interest on Investments
Gain on Sale of Capital
Assets

Total Revenue

Governmental
A::titi'iti^2s

2010 2009

S 4,1€4 $ 3,442
5,345 2.934
9,509 6,376

6,537 4,3{}S
541 333

7,078 4,641

532 ( 115)
120 89

1,779 1_76'i
^^ ^ !,` ^ z

S 2,219 $ 1,773

_ 3

1,255 16-4

3,482 3,5 ?6
375 377
19 13

261

7.611 5.8

Busi:rL : `Iepe
Ac ! -^ities

2010 2009

$ 15,092 $ 13,084
6,418 _--6,072

21,510 19.163

11,830 11,547
1,412 941

13,242 12,488

5 ,4 }2 4,236
126 213

2,71 d 2,226
$mm&26

$ 6,496 S 6,441

1,744 171

14 38

13 28

8.267 6^678

Total
2010 2009

$ 19,256 ^ 16,526
11.763 9.C}13
31 ,019 25.539

18,367 15,855

1,953 1,2°74

20,320 17,129

5,964 4,221
246 302

4.489 3,987
S 8.410

$ 8,715 $ 8,214

r 3

2,999 335

3,482 3,526
389 415

32 41
261

15.8'Z8 12.534
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CITY OF TEXAS
Marttagempnt's DiscLissjov and Analysis

September 30, 2030

Summary Statement ofNet Assets
(Amounxs in Tbousands of Dollars)

September 30,

Gavem-nental Business-Type
Activities Activities Total

2010 2009 2{110 2009 2010 2009

Expenses:
Administration 2,292 1,451 - - 2,292 1,451
Police 1,749 1,713 - - 1,749 1,713
Fire 970 855 _ - 970 855
Equipment Services so 52 - - 50 52
Street 1}046 945 - - 1,496 945
Sanitation 420 427 - - 420 427
Library 221 218 - - 221 218
Airport 81 70 - - 81 70
Park and Recreation 256 256 - - 256 256
Tourism 19 26 - - 19 26
Lake Bonham 9[} 90 - - 90 90
Grants 344 142 - - 344 142
Capital Outlay - 38 - - - 38
Interest on Long-Term Debt 220 193 - - 220 193
Emergency Medical Services - - 2,154 2,102 2,154 2,102
Water/Sewer - • 3.62^i 3.466 _3_.G___2_6_ 3,46^

Total Expenses 7.8(}8 6,476 5x78ti 5.568 13,588 1Z044

Increase (Decrease) in Net
Assets before Transfers
Transfers
Increase (Decrease) in Net
Assets

Net Assets - Beginning
Net Assets - Ending

( 197) ( 620} 2,487 I' l lo 2,290 490
894 744 ^.^}s94^ . 744} -

697 124 1,593 366 2,290 490
1s735 111 6.675 6302 8,410 7.920

S ?_432 35 ^ 6...._75 ?^ 41Q

An additional portion of the City's net assets (3%) represents resources that are subject to external restrictions on how
they may be used. The City has a positive unrestricted net assets of (42%).

At the end of the current fiscal year, the City is able to report positive balances in all three categories of net assets.

The City's net assets increased by $2,290,594 during the current fiscal year due to revenues exceeding e:tpenses.
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CITY CtF B 0:4THAM, TEXAS
Marragemenfs Discussion and Analysis

September 30, 2010

FUND FINANCIAL ANALYSIS

Governmental Funds provide information on short-term inflows and outflows and balances of spendable resources
which is useful in assessing the City's financing requirements. In particular, the unreserved fund balance may serve as
a useful measure of a government's net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year the City's governmental funds reported a combined ending fund balance of
$4,450,$56, an increase of $2,45$,8$9 as compared to the prior year. Approximately 98% (4,331,000) constitutes

unreserved fuud balance, which is available for spending at the City's discretion. The remainder of the Rind balance is
reserved to indicate that it is not available for new spending because it has already been committed for debt service.

The general fund is the City's chief operating fund. One hundred percent ($1,011,829) is unreserved and available for
spending at the City's discretion. The unreserved fund balance represents 18% of the general fund expenditures for the

current fiscal year, The fund balance of the City's general fund increased $179,157 during the current fiscal year,
which is attributable to transfers from the City's proprietary fund, exceeding the deficiency of revenues over

expenditures.

The City's Proprietary Funds consist of its Water and Sewer Fund and its Emergency Medical Services Fund. It
provides the same type information found in the government-wide financial statements, but in more detail. The net
assets increased by $1,593,1 08 for the current fiscal year. This increase is primarily due to increased revenues.

CAPITAL ASSETS

Capital Assets for the City's governmental and business-type activities amounted to $34,897,383, net of accumulated
depreciation of $15,641,292. This investment in capital assets includes land, construction in progress, buildings and
improvements, fiirniture, equipment and vehicles, and water and sewer system. The City's investment in capital assets,
net of asset sales and retirements, reflected an increase of 16.5% (17.3%, increase for governmental activities and a
15.3% increase for business-type activities).

Major capital asset additions during the current year included the following:

Governmental activities:
1. S23,3 10 for purchase of tractor, loader and cutter for Parks& Recreation
2. $S52,350 for Airport Improvement Project
3. $51,738 for purchase of Police Department Vehicles
4. $103,102 for purchase of Brush Truck for the Fire Department

Business-type activities:
1. $28,584 for purchase of Water and Sewer Vehicle
2. $56,995 for Water and Sewer System improvements construction in progress

3, $2,474,308 for Water and Sewer System improvements
4. $86,35{} for purchase of Emergency Medical Services Vehicles and Equipment

A summary of capital asset activity is shown in Note 5 of the financial statements.

Long-term debt is detailed in Note 6 of the financial statements. At the end of the current fiscal year, the City had
outstanding long-term debt of $18,367,787. Of this amount, $6,537,444 is general obligation debt backed by the full
faith and credit of the City government $11,830,343 are revenue bonds, which are secured by specified revenue

sources.

6



CITY OF BONHAM, TEXAS
Management's Discussion and Analysis

September 30,2010

The City's total long-term debt increased by $2,509,328 (15.7%0). New debt was issued in the form of combination tax
and revenue certificates of obligation of $3,440,000 general obligation refunding bonds of $849,000 and notes payable
of $5,278. Debt retirement amounted to $1,725,000 of bond and certificates of obligation payments and $51,363 of
notes payable. For more detailed information on the City's long-temo, see Note 6 to the financial statements.

The City's liability for Compensated Absences increased by $3,938 for the Governmental Activities and decreased by
$4,063 for the Business-type activities.

BUDGET ANALYSIS

The City Council adopts an annual budget for the General Fund and it is presented as Required Supplementary
Information in this report Significant variances between the budget and actual results are as follows;

1. Intergovernmental revenues exceeded the budgeted amount by $515,071 due to grant rev enues not originally
budgeted.

2. Total expenditures were more than the budgeted amount by $758,213. The departmental expenses were more
than the budget by $209,911, capital outlay expenses were less than, the budget by $40,765, Debt service
exceeded budget by $20,719 and grant expenditures exceeded the budget by $528,348.

3. Proceeds from, sale of capital assets were not budgeted and generated a favorable variance of $266,417,
4. The net change in the general fund balance was an increase of $179,157 as compared to a budgeted increase

of $4,499 generating a favorable variance of$174,658,

ECONOMIC FACTORS AFFECTING NEXT YEAR'S BUDGET

The City had no unusual economic factors to consider in the preparation of the budget for the fiscal year ending
September 30, :2011.

7



CITY OF BONHAM, TEXAS
Statement of Net Assets

September 30,2010

ASSETS

Cash and Cash Equivalents
Investments
Receivables (Net of Allowance for Uncollectibles)

Accounts
Inventory
Due from Other Funds
Due from Other Governments
Bond Issuance Costs
Capital Assets, Net of Accumulated Depreciation

Total Assets

LIABILITIES

Accounts Payable and Accrued Liabilities
Contracts Payable
Customers` Meter Deposits
Due to Other Funds
Accrued Interest Payable
Noncurrent Liabilities:

Due Within One Year
Due in More Than One Year

Total Liabilities

NET ASSETS

Invested in Capital Assets, net of Related Debt
Restricted for:

Debt Service
Unrestricted

Total Net Assets

Statement 1

Component
PPIIL1aTy Goyerlllnent unlt

Bonham
Economic

Governmental Business-Type Development

Activities Activities Total Corporation

$ 345,371 $ 2,575,274 S 2,920,645 S 158,154

3,621,917 1,890,023 5,511,940 277,288

556,436 874,972 1,431,408 287,746
- 114,650 114,650 -

245,960 70,328 316,288 50,000

260,185 610,440 870,625 -
315,164 282,550 597,714 -

4,1 fi4,327 15,091,764 19,256,091 1,232,961

9,509,360 21,510,001 31,019,361 2,0{}6,149

486,133 322,650 808,783 6,357

- 627,229 627,229 -
- 302,286 302,286 -
192 125,000 125,192 5{},000

53,933 34,202 88,135 10,422

317,098 799,{1{3 1,116,161 110,000

6,220,346 11,031,280 17,251,626 1,855,000

7,077,702 13,241,710 20,319,412 2,031,779

532,308 5,432,613 5,964,921 (742,461)

119,856 125,839 245,695 12,702
1,779,494 2,709,839 4,489,333 704,129

$ 2,431,658 $ 8,268,291 $10,699,949 $ (25,630)

The accompanying notes to the financial statements are
an integral part of this statement.

8
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Statement 3
CITY OF BCINHAM, TEXAS

Balance Sheet
Governmental Funds
Selttember30, 2010

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

ASSETS

Cash and Cash Equivalents $ f 116,734) S - $ - $ 424,718 $ 307,984
Investments 605,901 119,856 2,896,160 - 3,621,917
Receivables (Net of Allowance for Uncollectibles) 498,534 33,327 - 24,575 556,436
Due From Other Funds 245,960 - - - 245,960
Due From Other Governments 260,185 - - 260,185

Total Assets $ 1,493;846 ^ 153,183 S 2,896,16{? $ 449,293 $ 4,992,482

LIABILITIES AND FUND BALANCE

Accounts Payable and Accrued Liabilities $ 346,775 $ - S 24,400 S 1,882 S 373,057
Due to Other Funds 192 - - 192
Deferred Revenues 135,050 33,327 - 168,377

Total Liabilities 482,017 33,327 24,4510 1,882 541,626

Fund Balances:
Reserved:

Debt Service - 119,856 - - 119,856
Unreserved, Undesignated Reported in:

General Fund 1,011,829 - - 1,011,829
Special Revenue Funds - - - 447,411 447,411
Capital Projects Fund - - 2,871,760 - 2,871,76(}

Total Fund Balances 1,011,829 119,956 2,871,7611 447,411 4,450,856
Total Liabilities and Fund Balances $ 1,493;846 $ 153,183 $' 2,896,160 ^ 449.293 S 4,992,482

Fund Balances - Total Governmental Funds (above) $ 4,450,856

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

Capital assets used in government activities are not financial resources and therefore
are not reported in the funds. The cost of the assets is $8,459,977 and the
accumulated depreciation is $4,295,654. 4,164,327

Property taxes receivable will be collected this year, but are not available soon
enough to pay for the current period's expenditures, and therefore are deferred in
the funds. 168,377

Internal service funds are used to charge the cost of self insurance to particular
functions, The assets and liabilities of the internal fund are included in the governmental
activity statement of net assets. (75,689)

Long-term liabilities are not due and payable in the current period and therefore are
not reported in the funds. Those liabilities consist of.

Compensated Absences (156,567)
Accrued Interest Payable (53,933)
Notes Payable (239,009)
Tax Notes and Bonds Payable (3,441,364)
Certificates of Obligation (2,710,000)
Leases Payable (12,962)
Deferred Charges on Long-Term Debt 337,622

Net Assets of Governmental Activities $ 2,431,658

The accompanying notes to the financial statements are
an integral part of this statement.
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CITY OF T3t3NHAM, TEXAS
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
Year Ended September 30, 2010

Statement 4

Capital Other Total
Debt Projects Governmental Governmental

General Service Fund Funds Funds

Revenues:
Taxes li 3,026,667 $ 426,205 $ - $ 33,347 S 3,486,219

Licenses and Permits 1a350 - - 1,350

Intergovernmental Revenues 516,721 - 738,065 1,254,786

Charges for Services 793,618 77,687 871,305

LantlLease Rental - - - 78,015 78,015

Fines 140,492 - - - 140,492

Interest 3,545 12,607 2,232 71 18,455

Miscellaneous Revenue 351,922 - - 21,683 373,605

Total Revenues 4,834,315 438,812 2,232 9482 6,224,227

Expenditures:
Current

Administration 755,342 - _ - 755,342

Police Department 1,693,791 13,142 1,706,933

Fire Department 898,294 - - - 898,294

Equipment Services 47,130 - - 47,130

Street Department 959,663 = 77,019 1,036,682

Sanitation 418,796 - - - 418,796

Library 208,081 - - - 208,081

Airport - 40,200 40,200

Parks and Recreation 226,025 - - - 226,025

Tourism - - - 19,500 19,500

Lake Bonham 70,924 - - 17,248 88,172

Grants 528,348 - - 528,348

Capital Outlay 57,886 - 66,089 735,159 859,134

Debt Service
Principal Retirement 20,532 1,004,141 - - 1,024,673

Interest and Fiscal Charges 11,306 155,242 - 166,548

Bond Issuance Cost - 127,184 123,863 - 251,047

endituresTotal Ex 1185 896 5672861 266,971 825,249 8,274,905p , , ,,

Excess of Revenues Over (Under) Expenditures (1,061,803) (847,755) (264,739) 123,619 (2,050,678)

Other Financing Sources (Uses)
Operating Transfers In 968,852 33,727 - - 1,002,579

Operating Transfers Out - - - (33,727) (33,727)

Proceeds from Issuance of Long-Tenn Debt 5,691 844,745 2,435,255 3,285,691

Bond Discount
-

- (11,393) - (11,393)

Sale of Capital Assets 266,417 - 266,417

Total Other Financing Sources (Uses) 1,240,960 878,472 2,423,862 (33,727) 4,509,567

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses 179,157 30,717 2,159,123 89,892 2,458,889

Fund Balances -October 1 832,672 89,139 712,637 357,519 1,991,967

Fund Balances - September 30 $ 1,0I1,829 $ 119,856 $ 2,871,760 $ 447,411 $ 4,450,856

The accompanying notes to the financial statements are
an integral part of this statement.
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Statement

{;Con^.inue.l j
CITY OF' B ONHAM, TEXAS

St:i-..;:t ofR.evenues, Expenditu es, and Changes in Fund Balances
Governmental Funds

Year Ended September 3t3, 242£t

Net Change in Fund Balances - Total Governmental Funds S 2,45gyg8g

Amounts reported fo r governmental activities in the statement of activities are
different beca^ise.

Governmental funds report capital outlays as expenditures. However, in
the goverrunent-wide statement of activities and changes in net assets,
the cost of those assets is allocated over their estimated useful fives as
depreciation expense. This is the amount of capital assets recorded in the
current period. 1 ,030,510

Depreciation expense on capital assets is reported in the gavernment-wide
statement of activities and changes in net assets, but they do not require
the use of current financial resources. Therefore, depreciation expense
is not reported as expenditures in governmental funds. (342,649}

The net effect of various miscellaneous transactions involving capital assets. (5,555)

The issuance of Ion;'--tc . i n debt provides current financial
resources to i^overnrrie I'u.-,;ds, while the repayment of the principal
of long-term debt ct}n$t the current financial resources of governmental
funds. Neither transaction, however, has any effect on net assets. Also,
governmental funds report the effect of issuance cost, premiums, discounts,
and similar items when debt is first issued, whereas the amounts are deferred
and amortized in the statement c,fa:ctivnies. This amount is the net effect
of these differences in the treatment of long-terrn debt and related items.

Proceeds S (3,285,691)
Retirements I,038,243
Amortization of Deferred Charges (22,530)
Bond Issua.ncw Cost 25I,047
Bond Discount 11,393

(2,007,538)

Some expenses repo^`: ^ in the statement of activities do not require the use of
current financial re :;; ur, s; therefore, are not reported as expenditures in
governmental funds, (3,938)

Some property and franchise taxes will not be collected for several months after the City's
fiscal year end, they are not considered "available" revenues in the governmental
funds. (4,389)

The net revenue from internal sr-vice funds is reported with governmental activities. (449,03{})

Accrued interest expense on long-term debt is reported in the government-Wride
statement of activities and changes in net assets, but does not rsquire the use
of current financial resources; therefore, accrued interest expense is not
reported as expenditures in governmental funds. (31,201)

Payments made to reduce principal on capital Iuases is reported as an expenditure
in governmental funds, but reduces a liability in the governmenr-widti statements
and is not considered an c;xpers,se. 12,387

Change in Net Assets - Governmental Activities S 697,486

The accompanying notes to the financial statern ents are
an integral part of this statement.
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ASSETS

Current Assets
Cash and Cash Equivalents

Investments
Accounts Receivable
Due from Other Funds
Due from Other Goverrunents
Inventory
Restricted Assets

C'^sti and Cash Equivalentss
Ij . .:t:r:ozits
I c,.. [ Current Assets

Statement 5
CITY OF BONHAM, TEXAS

Statement of Net Assets
Proprietary Funds

September 3t1, 2010
Governmental

Business-Type Activities - Enterprise Funds Activities
Emergency.

Mt;;dica! Water and Internal

Services Sewer Totals Service Fund

$ 622,568 $ 627,807 S 1,250,375 ^ 37,387
- 290,395 29{},395 -

320,079 554,893 874,972 -
48,412 21,916 741,328 -

6I0x440 61 0,440 -
- 114,650 114,650 -

- 1,324,899 1,324,899 -
- I,599,628 1,599,62$

99i.059 5,144,628 E,135;687 37,387

Noncurrent Assets
Bond Issuance Costs -
Capital Assets, Net of Accumulated Depreciation 139,295

Total Noncurrent Assets 18 S,' 95

Total Assets

Current Liabilities
Accounts Payable and Accrued Liabilities
Current Portion ofNotes Payable
Current Portion of Compensated Absences
Customers' Meter Deposits
Due to Other Funds
Payables from Restricted Assets

Current Portion of Certificates oi OL '1,_a: zion
Current Portion of Bonds Payable
Contracts Payable
Accrued Interest Payable
Total Current Liabihties

Noncurrent Liabilities
Compensated Absences
Certificates of Obligation - Long-Term Portion
Notes Payable - Long-Term Portion
Bonds Payable - Long-Terrn Portion
Band Discounts

Total Long-Term Liabilities

Total Liabilities

NET ASSETS

1,179,354

292,550 282,550 -
14,903,464 -15,091,764
15,186,019 15,374,314 -

20,330,647 21,510,001 37,387

86,885 235,765 322,650 113,076

31,781 10,593 42,374 -
- 302,286 302,286 -

125,000 - 125,000 -

- 330,004 330,000 -
- 411,158 411,158 -
- 627,229 6"7,229 -
- 34,202 34,202 -

243,666 1,966,764 2,210,430 113,076

35,717

35,717

12,067
5,440,000

5,901,478
(357t982)

10,995,563 _

47,784
5,440,000

5,901,478
(357,982)

11,031,280

279,383 12,962,327 13,241.710 113,076 ,

Invested in. Capital Assets, Net of Related Debt - 5,432,613 5,432,613 -

Restricted for,
Debt Service - 125,839 125,839

Unrestricted 899,971 1,809,868 2,709,839 {75,689}

Total Net Assets $ 899,971 ^ 7,368.320 S 8,268,291 $ t75.6891

The accompanying notes to the financial statements are
an integral part of this statement
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CITY OF BONHAM, TEXAS
Statement of Revenues, Expenses, and Changes

in Net Assets - Proprietary Funds
Year Ended September 30, 2010

Operating Revenues
Charges for Services
Other
Employee Contributions
Employer Contributions

Total Revenues

Operating Expenses
Water and Wastewater Administration
Water Purchase and Delivery
Water Distribution
Wastewater Collection
Wastewater Treatment
Depreciation
Employee Insurance Expense
Salaries
Supplies
Services

Total Operating Expenses

Operating Income (Loss)

Statement 6

Governmental
Business-Type Activities - Enterprise Funds Activities

Emergency
Medical Watcr and Internal
Services Sewer Totals Service Fund

$ 2,238,215
3,692

2,241,907

91,339

1,661,461
177,880
223,488

2,154,168

$ 4,257,743 $6,495,958 $ -
10,842 14,534 -

- - 319,494
- - 809,412

4,268,585 6,5105497- 1.,128,906

483,034
896,712
706,220
234,666
423,424
547,133

3,291,189

483,034
896,712
706,220
234,666
423,424
638,472

1,661,461
177,880
223,488

1,503,610

1,503,610

87,739 977,396

Nonoperating Revenues (Expenses)
Intergovernmental
Interest Income 1,636
Interest Expense -
Transfer In (Out) (303,852)

Total Nonoperating Revenues (Expenses) (302,216)

Change in Net Assets

Net Assets - Beginning of Year

Net Assets - End of Year

1,744,185
11,701

(335,697)
(590,000)
830,189

(214,477) 1,807,585

5,445,357

1,065,135

1,744,185
13,337

(335,697)
(893,852)
527,971-

1,593,108

(374,704)

674

(75,000)
(74,3297)-

(449,030)

1,114,448 5,560,735 6,675,183 373,341

$ 899,971 S 7,368,320 $8,268,291 $ (75,689)

The accompanying notes to the financial statements are
an integral part of this statement.
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CITY OF BONHAM, TEXAS
Statement of Cash Flows - Proprietary FLinds

Year Ended September 30, 20 10

Cash Flows from Operating Activities
Cash Received from Customers
Cash Payments to Suppliers for Goods and Services
Cash Payments to Employees for Services
£3 tlie r Operating Revenues
Employer and EmpToyee Contributions
Employee Insurance Claim Paid

Net Cash from Operating Activities

Cash Flows from Noncapitat Financing Activities
Subsidy from Federal Grant
Transfers to Other Funds

Net Cash from Noncapit a] Financing Activities

Cash Flows from Capital and Related Financing Activities
Acquisition of Capital Assets and Construction in Progress
Proceeds Received from Lon-Term Debt
Principal Paid on Long-Term Debt
Principal Paid on Notes Payable
Int--rest Paid on Long-Tertn Debt

Net Cash from Capital and Related Financing Activities

Cash Flows from Investing, Activities
Net Charge in Inyestments
Interest Received

Net Cash from Investing Activities

Net Increase (Decrease) in Cash

Cash and Cash Equivalents, October I

Cash and Cash Equivalents, September 30

Statement 7

Governmental
Business-Type Activities -Enterprise Fuad Activities

Emergency
Medical Water and Int^ ^al
Services Sewer Totals Service

S 2,338,408 $ 4,218,441 $6,556,849 $ -
(396,941) (1,847,055) (2,243,996) -

(1,656,632) (888,420) (2,545,552) -
- 10,842 10,842 -

2,128,906
- - (1,464,{30)

284,835 1,493,308 1,778,143 (33 -5,624}

1,133,743 1,133,745 -
(178,852) (590,000) (768,852) (75,000)
(178,852`} 543,745 364,893 (75,000)

(86,350) {2,207,667} (2,294,017) -
- I,000,000 1,000,(}00 -

(720,854) (720,859) -
- (17,261) (17,261) -

(291,977) (291,977) -
T86,35Q) (2,237,764) (2,324,114) -

- 93,232 93,232 -
1,636 11,701 13,337 674
1,636 104,9T3- 106,569 67-i

21,269 (95,778) {74,509} (409,950)

601,299 2,048,484 2,649,783 447,337

$ 622,568 $ 1,952,706 $2,575,274 $ 37,387

The accompanying notes to the fmancial statements are
an integral part of this statement.
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Statcr- 'it 7

P i n, f;1 e.d)
CITY OF F3L1NEAM, T1? XAS

5, snti,Ftt: r?t`Ca:s}t Flows F'r::prietztrT Funds
Year Ended September 30, 20 10

Governmental
Business-Type Activities - Enterprise Fund Activities

Frnergc^tc^+

Medical 'Water tuid internal
Services Sewer Totals Service

Reconciliation of Operating Income (Loss) to Net
Cash F'rczn. Operating Activities

Operating Income (Loss) S 87,739 $ 977,396 $1,065,135 S (374,704)
Adjustments to Reconcile Operating Income (Loss)
to Net Cash From Operating Activities

Depreciation 91,339 5471,1 3 3 e38,472 -
Change in Assets and Liabilities

Decrease (Increase) inAccounts Recci.; : 96,501 (60,689) 35,812
Decrease (Increase) in Inventory - 45,855 45,855 -
Increase (Decrease) in Accoul-Its Payable and

Accrued Expenses 9,486 (38,566) (29,080) 39,080
Increase (Decrease) in Customer Meter
Deposits - 21,387 21,387 -

Decrease (Increase) in Due from Other Funds (230) 7^2 562 -
Total Adjustments 197,096 515,912 713,008 39,050

Net Cash From Operating Activities $ 284,835 S 1,493,308 $1,778,143 $(335,624)

The accompanying notes to the financial statements are
an integral part of this statement,

16



C'! i ^' f)1F BONHAM, TEXAS

t4Fiduciary Net Assets
Fiduciary Funds

September 30, 2010

Volunteer Fixemen.
Incentive Program

$ 123,334

123,334

ASSETS

Cash and Cash Equivalents
Investments
Due from Other Funds

Tota:I. Assets

LIABIt-ITIES

Accounts Payable and Accrued Expense
Due to Other Funds

Total Liabilities

NET ASSETS

Held in Trust for Pension Benefits

20
626

646

$ 122,688

The accompanying notes to the financial statements are
an integral part of this statement
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Statement 8

-jEg Fund

$ 216,605

192

216,797

26,135
90,652

216,797

$ -



CITY OF BONHAM, TEXAS
Statement of Changes in Fiduciary Net Assets

Fiduciary Funds
Year Ended September 30, 2010

Statement 9

Volunteer Firemen
Incentive Program

Additions

Interest on Investments $ 236
Total Additions 236

Deductions -
Total Deductions -

Change in Net Assets 236

Net Assets - Beginning

Net Assets - Ending

The accompanying notes to the financial statements are
an integral part of this statement.

122,452

`.S 122,688
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CITY OF BONHAM, TEXAS
Notes to Financial Statements

September 3t7, 2{710

Note l; Sumrnary of Significant Accounting Policies

The City of Bonham, Texas (the City) was incorporated in the middle 1880's. The City operates under a council
-manager form of government. The City's major operations include public safety, public works, parks and
recreation, and general government services. Additionally, the City operates a water and sewer system.

The accounting and reporting policies of the city relating to the funds included in the accompanying financial
statements conform to accounting principles generally accepted in the United States of America applicable to

state and local governments. Generally accepted accounting principles for local governments include those
principles prescribed by the Governmental Accounting Standards Board (GASB), the American Institute of
Certified Public Accountants in the publication entitled Audits of State and Local Governmental Units and by
the Financial Accounting Standards Board (when applicable). As allowed in Section P80 of GASB's
Codification of Governmental Accounting; and Financial Reporting Standards the City has elected not to apply
Financial Accounting Standards Board Statements and Interpretations, Accounting Principles Board Opinions,
and Accounting Research Bulletins of the Committee of Accounting Procedure issued after November 30, 1989.
The more significant accounting policies of the City are described below.

A. The Reporting Entity

In evaluating how to define the government for financial reporting purposes, management has considered all
potential component units. The basic - but not the only - criterion for including a potential component unit
within the reporting entity is the governing body's ability to exercise oversight responsibility. The most

significant manifestation of this ability is financial interdependency. Other manifestations of the ability to

exercise oversight responsibility include, but are not limited to, the selection of governing authority, the
designation of management, the ability to significantly influence operations, and accountability for fiscal

matters. A second criterion used in evaluating potential component units is the scope of public service.
Application of this criterion involves considering whether the activity benefits the government and/or its
citizens, or whether the activity is conducted within the geographic boundaries of the government and is
generally available to its citizens. A. third criterion used to evaluate potential component units for inclusion or
exclusion from the reporting entity is the existence of special financing relationships, regardless of whether
the government is able to exercise oversight responsibilities. Based upon the application of these criteria, a

component unit is included in the accompanying financial statements.

Bonham Economic Development Corporation, Inc. is a discretely presented component unit of the City due
to the ability of the City to exercise oversight responsibility. Bonham Economic Development

Corporation, Inc. issues separately audited component unit financial statements. Copies of the component
unit financial statements may be obtained from City Secretary of the City of Bonham, Texas, 301 E. Fifth,

Bonham, Texas.
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CITY OF BONHAK TEXAS
Notes to Financial Statements (Continued)

Septenrber 30, 2010

Note 1: Summary of Significant Accounting Policies (continued)

B. Government-Wide and. Fund Financial Statements

Government W'ide Financial Statements

The government -wide financial statements (i.e., the statement of net assets and the statement of changes in net
assets) report information on all of the nonfiduciary activities of the primary government and its component
unit_ Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-t^pe activities, which rely to a significant extent on fees and charges for
support Likewise, the primary government is reported separately from the legally separate component unit
for which the primary government is financially accountable.

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfrtnd
activities, payables and receivables. All internal balances in the Statement of Net Assets have been
eliminated. The following interfund activities have been eliminated:

# Due from/to other funds
• Transfers in/out

Fund Financial Statements

The City segregates transactions related to certain functions or activities in separate funds in order to aid in
financial management and to demonstrate legal compliance. Separate statements are presented for
governmental and proprietary activities. These statements present each major fund as a separate column on
the fund financial statements; all non-major funds are aggregated and presented in a single column.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide statements and fund statements for proprietary funds are reported using the
economic resources measurement focus and the accrual basis of accounting, The economic resources
measurement focus means all assets and liabilities (whether current or non-current) are included on the
statement of net assets and the operating statements present increases (revenues) and decreases (expenses)
in net total assets. Under the accrual basis of accounting, revenues are recognized when earned, including
unbil.led water and sewer services which are accrued. Expenses are recognized at the time the liability is
incurred.
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CITY OF BONHAM, TEXAS
Notes to Financial Statements (continued)

September 3{l, 201t1

Note l; Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation (continued)

Governmental. fund financial statements are reported using the current financial resources measurement
focus and are accounted for using the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual; i.e., when they become both
measurable and available. "Measurable" means the amount of the transaction can be determined and
"available" means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. The City considers revenues as available if they are collected within 60
days after year end. Expenditures are recorded when the related fund liability is incurred. However, debt
service expenditures, as well as expenditures related to compensated absences are recorded only when
payment is due.

Governmental funds are those funds through which most governmental functions typically are financed. The
measurement focus of governmental fands is on the sources, uses and balance of current financial resources.
The City reports the following major governmental funds:

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

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of resources for, and the
payment of, general long-term debt principal, in,lerest, and related costs.

Capital Projects Fund - The Capital Projects Fund is used to account for acquisition or construction of general
fixed assets.

The non-major governmental funds consist of the following:

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources that are restricted to expenditures for specific purposes. The City accounts for the proceeds received
from the Drug Investigation Activity; Airpo,k Tourism, and Land Account within the Special Revenue Fund
category. The assets received from the Drug Investigation Activity Fund are restricted for drug related
expenditures.

The City reports the following major proprietary funds:

Water Sewer Fund - The Water and Sewer Fund is used to account for the provision of water and sewer
services to the City's residents.

Emergency Medical Service Fund - The Emergency Medical Service Fund is used to account for services
provided to residents of Fannin County.

Internal Service Fund - Internal Service Funds are used to account for financing of goods and services,
provided by one department to other departments of the City. The City operates one Internal Service which
provides a partially self-funded group comprehensive health care program for all employees,
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CITY OF ]307,71A!M, TEXAS
Notes to Financial Statements (Continued)

September 30m 2010

Note 1: SuMM^u_^'^ af Si ui.f cant Aecountin^ Pcsticies (ccrntinued}

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation (continued)

Fiduciary Funds - Fiduciary Funds are used to report assets held in a trustee or agency capacity. The City
serves as trustee for the Volunteer Firemen's Incentive Fund, a pension trust fund. The City transfers money
to an agency fund to provide for employees salaries and related expenses.

Proprietary finds distinguish operating revenues and expenses from non... r.. tinE. items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection v;-ith
a proprietary fcua.d's principal ongoing operations. Operating expenses for the proprietary funds include the
cost of personal and contractual serviver, sup77'ies and depreciation on capital assets. All revenues and
expenses not rneeting this d fi:iatrox are rc^ -l ' I: s non-op..ratazg revenues and eVtnses.

D. Capital Assets

Capital assets, which include prqperty, plant, equipment, and irai'ras^.i.r::ture. assets, are reported in the
applicable governmental or t ;:. .^-type activities columns in the gtrver.em.e>t-w~ide financial statements and
in the fund financial statvm-,rd; , for the proprietary fund. All capital assets are valued at historical cost or
estimated liistoi^ca1 cost if actLal historical cost is not available. Donated assets are valtied at their fair
market value on the date donated. Repairs and maintenance on these assets are recorded as expenses.
Renewals and betterments are capitalized. Infrastructure assets acquired, since October 1, 2003 are
recorded at cast.

Assets capitalized have an original cost of $5,000 and useful life in excess of one year. Depreciation on
capital assets has been provided over the estimated useful lives using the straight-line method. The
estimated useful hves are as follows:

Buildings 20-50 Years
Furniture, Equir t,:-v .nd Vehicles 5-20 Years
Water and Sewer item 30-40 Years
Infrastructure 40 Years

E. Cash

For purposes of the statement of cash flows, cash includes all caslz on hand, demand d 7t.:::;, ..r1 time
deposits and other highly liquid investments with a maturity of three months or less when purch.. ^,: '

F. Taxes Receivable

Allowances for uncollectible taxes are based on historical experience in collecting property taxes. At
aepternber 3(}, 2030, net taxes not estimated to be collectible ;Githin sitty days are reflected in deferred
ra<'enue.

G. Inventories

Inventories are stated at cost using the first-in, first-out method. Inventory in the governmental furid is
recorded as an expense at the tiTn:; iadividual inventory items are laurchased. Inventory in the proprietary ftind
is recorded as an expense at the time individual inventory items are consumed.
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CITY OF INHAM, TEXAS
Notes to Fi 7 nc `trtiments (Continued)

30,2010

Note 1: Surnmary of Significant Accounting Policies (continued)

H. Long-Term Debt

All long-term debt to be repaid from governmental and business-type resources are reported as liabilities in
the govemtnent-wide statements. Presently, the City's long-term debt consists primarily ofbonds, certificates
of obligation and notes payable,

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The debt

proceeds are reported as other financing sources and payment of principal and interest reported as

expenditures. The accounting for proprietary funds is the same in the fund financial statements as it is in the

goverrament-wide statLrnents,

I, Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested i_: capital assets, net of

related debt consists of capital assets, net of accumulated depreciat-iort, reduced by the , t_;tza'ang balances of

any borrowing used for the acquisition, construction or improvements of those and adding back

unspent proceeds. Net assets are reported as restricted when there are lina.itations impc, ^e(i on their use either
through the enabling legislations adopted by the city or through external restrictions imposed by crsditors$
grantors or laws or regulations of other governments.

When both restricted and unrestricted resources are available for use, it is the City's policy to use restricted
resources first, then unrestricted resources as they are needed.

T. Program Revenues

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating Wants and contributions, and 1) capital grants and contributions. Internally

dedicated resources are reported as general revenues rather than as program revenues. Likewise, general

revenues include all taxes-

K_ Irtterfund Activity

Transfers between governmental and business-type activities on the government-wide statements are reported
in the same manner as general revenues.

Exchange transactions between funds are reported as revenues an the seller funds and as
expenditures/expenses in the purchaser fuuds. Flows of cash or goods from one fund to another without a
requirement for repayment are reported as interfiznd transfers. Interfund transfers are reported as other
financing saurcesluses in governmental funds and after nonoperating revenue/expenses in proprietary funds.

Repayments from funds responsible for particular expenditures/expenses to the fuods that initially paid for

them are not presented on the financial statements.
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CITY OF BONHAM, TEXAS
Notes to Financial Statements (Continued)

September 30,2010

Note 1: Summary of Significant A.ccountin Policies (continued)

L. Compensated Absences Payable

It is the City's policy to permit employees to accumulate 240 hours (300 hours for fire department personnel)
of annual vacation, which is paid to employees upon separation from service.

Note 2: Stewardship, Compliance and Accountability

By its nature as a local government unit, the City and its component units are subject to various federal; state, and
local laws and contractual regulations. The following instances of noncompliance are considered material to the
financial statements.

For the year ended September 30, 201(}, the City's expenditures exceeded appropriations at the legal level of
control in the General Fund as follows:

Expenditures
Exceeding

Object Category Appropriations

Fire Department $ 96,600
Street Department 197,$78
Library 5,721
Lake Bonham 2,264
Grants 528,34$
Debt Service 20,719

For the year ended September 30, 2010, Bonham Economic Development Corporation's expenditures
exceeded appropriations at the legal level of control in the General Fund as follows:

Expenditures
Exceeding

Object Cate W Appropriations
Salaries and Administrative $ 470
Special Projects 30,115

Note 3: ftosits and Investments

Custodial credit risk for deposits is the risk that in the event of a bank failure, the City's deposits may not be
returned or the City will not be able to recover collateral securities in the possession of an outside party. The
City's policy requires deposits to be secured by collateral valued at market or par, whichever is lower, less the
amount of the Federal Deposit Insurance Corporation insurance {FDIC}. Deposited funds may be invested in
certificates of deposits in institutions that are domiciled in the State of Texas. Collateral agreements must be
approved prior to deposit of fuuds as provided by law.

As of September 30, 201(), the City was not exposed to custodial credit risk since deposits are insured or
collateralized with securities pledged held in the name of the City. The City's carrying amount of deposits was
$3,136,539 and the bank's balances were $3,422,660..
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Notes to Financial Statements (Continued)

September 30, 2t71(7

Note 3; Deposits and Tnvestrments (continued)

As of September 30, 201:0, the City had the following investments:

Investment Type Fair Value

Texas Local Government $5,635,274

Investment Pool (Texpool)

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

September 30, 2C} 10, Texpool's investments credit quality rating was AAAm (Standard & Poor's).

Custodial Credit Risk - Deposits: This is the risk that in the event of bank failure, the City's deposits may not be

returned to it. As of September 30, 2010, the City's bank balance was not exposed to custodial credit risk.

Custodial Credit Risk - Investments: This is the risk tIiat, in the event of the failure of the counterparty, the City
will not be able to recover the value of its investments or collateral securities that are in the possession of an
outside party. Investments in external investment pools are considered unclassified as to credit risk because they
are not evidenced by securities that exist in physical or book entry form.

Discretely Presented Component Unit - Bonham Economic Development Corporation

Custodial credit risk for deposits is the risk that in the event of a bank failure, the Corporation's deposits may not
be returned or the Corporation will not be able to recover collateral securities in the possession of an outside party.
The Corporation's policy requires deposits to be secured by collateral valued at market or par, whichever is lower,
less the amount of the Federal Deposit Insurance Corporation insurance (FDIC). Deposited funds may be invested
in certificates of deposits in institutions that are domiciled in the State of Texas. Collateral agreements must be
approved prior to deposit of funds as provided by law,

As of September 30, 2010, the Corporation was not exposed to custodial credit risk since deposits are insured or
collateralized with securities pledged held in the name of the Corporation. The Corporation's carrying amount of
deposits was S 158,154 and the bank's balances were 5 102,155.

As of September 30, 2010, the Corporation had the following investments:

Investment Type Fair Value

Texas Local Government $ 277,288
Investment Pool (Texpool)

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

September 30, 2010, Te^.-1?ool's investments credit quality rating was AAAtn (Standard & Poor's).

Custodial Credit Risk - Deposits: This is the risk that in the event of bank failure, the Corporation's deposits may

not be returned to it. As of September 30, 2010, the Corporation's bank balance was not exposed to custodial

credit risk.

Custodial Credit Risk. - Investments: This is the risk that, in the event of the failure of the counterparty, the
Corporation will not be able to recover the value of its investments or collateral securities that are in the possession
of an outside party. Investments in external investment pools are considered unclassified as to credit risk because
they are not evidenced by securities that exist in physical or book entry form.
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September 30, 2010

Note 4: Proj)eM Taxes

Property taxes are levied by October I in conformity with Subtitle E, Texas Property Tax Code. Taxes are due on
receipt of the tax bill and are delinquent if not paid before February 1 of the year following the year in which
imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all taxes, penalties,
and interest ultimately imposed. Tax rates per $100 valuation for the 2009 levy amounted to .52(}9 for
maintenance and operation and .1491 for the interest and sinking fund. The 2009 net taxable assessed valuation
was $290,908,813.

Note 5: Capital Assets

Capital asset activity for the year ended. September 30, 20I0, was as follows:

Balance Balance
9/30/09 Additions Retirements 9/3(}110

Governmental Activities:

Capital Assets, not being
Depreciated:
Land $ 185,(}86 $ - $( 5,555) $ 179,531
Construction in Progress 84,539 852.360 t 819,698) 117.201
Total Assets not being

Depreciated 269,625 852,360 J--U-5253 ) 296,732

Capital Assets being
Depreciated:
Infrastructure 584,086 819,698 - 1,4413,784
Buildings and Improvements 3,861,630 - 3,861,630
Furniture, Equipment and

Vehicles 2,719,681 178,150 2,897,831
7,165,397 997,848 8,163,245

Less Accumulated
Depreciation for;
Infrastructure 82,659 35,095 - 117,754
Buildings and Improvements 1,820,682 89,556 1,910,238
Furniture, Equipment and
Vehicles 2.089,660 1'77t998 - 2,267,658

3.993,001 302.649 4,295,650

Capital Assets being
Depreciated, Net 3,172,396 695,199 3,867,595

Governmental Activities
Capital Assets, Net $ 3.442,€121 $ 1_.57.5:9 S( 825.2531 4164 3,27
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September 3C1, 2010

Note 5; Capital Assets (continued}

Balance
9I30I09 Additions

Balance
Retirements 9l30I10

Business-Type Activities

Capital Assets, not being
Depreciated:

Land
Construction in Progress

Total Capital Assets, not
Being Depreciated

Capital Assets being
Depreciated:

Furniture, Equipment
and Vehicles

Buildings and Improvements
Water and Sewer System

$ 51,367 $ -
2,208,039 2,474,131

2.259.406 2,474J31

1,816,791 114,934
772,036 -

18,942.936 2,487,044
21,531.763 2,601,978

$ - $ 51,367
(2,429,872) 2,252,298

(2,429.872) 2,303,665

- 1,931,725
- 772,036

21,429,980
24,133,741

Less Accumulated
Depreciation for.

Furniture, Equipment
and Vehicles

Buildings and Improvements
Water and Sewer System

Capital Assets being
Depreciated, Net

Business-Type Activities
Capital Assets, Net

1,388,568 125,532
25,119 19,472

9,293A82 493,469
10.707.169 638,473

- 1,514,100
- 44,591
- 9,786,951

11,345,642

10.824,594 1.963,5(}5 - 12,788.099

13.084.QOt# 4 4 7636 Sr2,429_872^ $ 15,d91.764
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September 30, 2010

Note 5: Capital Assets {continued)

Discretely Presented Component Unit

Capital asset activity for Bonham Economic Development Corporation for the year ended September 30, 2010,
follows:

Balance Balance
9/3011,09 Additions Retirements 9130/10

Capital Assets, not being
Depreciated:
Land S 329,874 ^ - $ - ^ 329,874

Capital Assets being
Depreciated:
Land Improvements 298,738 - - 298,738
Buildings 733,578 733,578
Equipment 62:127 - 62.127

1,094,443 1,094,443
Less Accumulated
Depreciation for.
Land Improvements 1$,709 5,975 - 24,684
Buildings 95,527 18,935 - 114,462
Equipment 43,773 8,437 52,210

Total Accumulated
Depreciation 158,009 33,347 191,356

Capital Assets being
Depreciated, Net 936.434 ( 33,347^ 903,087

Capital Assets, Net S 1.266308 ^3 ^ $ -.__ LL2L2 9.61

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

Governmental Activities:
Administration S 28,307
Police 41,543
Fire 73,652
Equipment Services 2,222
Streets 68,834
Sanitation 1,221

Library 14,730
Airport 40,847
Parks and Recreation 31.293

Total Depreciation Expense-C`rvvernmental Activities ^ 302.b49

Business-Type Activities:

Emergency Medical Services $ 91,339
Water and Sewer 547.134

$ 638 ,473
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CITY OF DON tL'ai, TT 3XAS
Notes to Financial Statements (Continued)

September 30, 2010

Note 6: Long-Term Debt

A summary of long-term debt transactions for the year ended September 30, 2010, follows:

Governmental Activities
Certificates of
Obligation

Bonds and Tax Notes
Less Deferred Amounts:

For Issuance Discounts
Total Certificates of

Obligations and Bonds
And Tax Notes Payable

Notes Payable
Capital Lease
Compensated Absences

Governmental Activity
Long-Term Liabilities

Business-Type Activities
Corfi ficates of Obligation

Boads and Tax Notes

Less Deferred Amounts:
For Issuance Discounts

Total Certificates of
Obligations and Bonds
And Tax Notes Payable

Notes Payable
Compensated Absences

Business-Type Activity
Long-Term Liabilities

Balance Balance Due
October 1, September 30, Within

2049 Additions Retirements 2010 One Year

$ 545,000 $2,440,000 $ 275,000 $ 2.,71{},{}0{} $ 10,000
3,330,505 840,000 729,147 3,44 1,364 185,842

^ 12,411 ) 11 ,393) 1,346 22 458) -

3,863,094 3,268,647 1,002,795 6,128,906 195,842
267,420 5,691 34,102 239,009 34,708

25,349 - 12,387 22,961 12,962
152,629 13^.4?3 135485 156 56? 73,58E's

$4.30M22 413,7^ ^ , ^i ?„ . ,̂^„ §.537.4M ^3 7 ^J

$ 5,100,{}00 $1,000,000 $ 330,000 S 5,77t^t,000 $ 330,000
6,703,445 - 390,859 6,312,636 411,158

C 383,5821 - ( 25,6(}0) ^ 357,982J -

11,419,913 1,000,0€10 695,259 11,724,654 741,158
32,792 - 17,261 15,531 15,531
94,221 75,927 79.99f} 90.158 42.374

$_J U^^.343 S 729.00

Long-term debt is comprised of the following:

Governmental Type Activities

$2,440,00{}, Series 2€710, Combination Tax and Revenue Certificates of
Obligation due in annual installments of $160,000 to $285,000
through 203(7, with interest at 3.Q°fo to 4.125% payable semi-annually.
Certificates are subject to redemption on February 15, 2020, at par plus
accrued interest. $ 2,^^1C^,CKC^

$840,000, Series 2010, General Obligation Refunding Bonds, due in
annual installments of $130,(}()(} to $24(},OOti through 2026, with
interest at 3.{}% to 4.0°lo payable semi-annually. Bonds are subject to
redeztaption on February 15, 202{} at par plus any accrued interest. 840,000
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September 30, 2014

Note 6: Long-Term Debt (continued)

Governmental Type Activities (continued)

$205,000, Series 2007A, Certificates of Obligation due in annual installments
of $5,000 to $30,000 through 2027, with interest at 4.3% to 15.0%. Certificates
are subject to redemption on February 15, 2017 at par plus accrued interest, 190,000

$311,800, Series 2004, General Obligation Refunding Bonds, due in annual
installments of $15,200 to $24,200 through 2022, with interest at 4.48%. On
February 15, 2014, or any date thereafter, Refuundiug Bonds may be redeemed
at par plus any accrued interest 242,600

$335,000, Series 2007, General Obligation Refunding Bonds, due in annual
installments of $10,000 to $60,000 through 2021, with interest at 3.93%. 175,000

$95,000, Series 2007B, Certificates of Obligation due in annual installments
of $5,000 to $10,000 through 2{}27 with interest from 6.1'D1o to 15.0%. Certificates
are subject to redemption on February 15, 2017, or any date thereafter, at
par plus accrued interest. $0,000

$3,045,000, Series 2005, General Obligation Refunding and Improvement
Bonds, due in annual installments of $43,837 to $240,261 with the final
payment due in 2026, with interest at 4.28°f4 payable semi-annually. 2,183,764

$250,000, Note Payable to WileyHokett, dated April 13, 2006, due in
monthly installments that range from $1,779 to $2,120 through September
2021. The note bears an interest rate of 5%, 211,792

$27,558 note payable to Legend Bank, dated March 21, 2007, due on demand,
but if no demand is made, then in annual interest payments ranging
from $323 to $,510 and annual principal payments of $7,312. The
final payment of $5,763 is scheduled to be made on March 21, 2011, the
maturity date. The current interest rate of the now is 2.50%. This is a variable
rate note and the payment amounts may change. The rate will not be more
than 7.00% or less than 2.25%. 5,622

$8,228 note payable to Legend Bank, dated August 28, 2008, due on demand,
but if no demand is made, then in three annual payments of$2,883. The note
matures August 2$, 2011. The stated interest rate is 2.5%. This is a variable
rate note and the payments could change. The rate is indexed to be 15% less
than the Wall Street Journal Prime Rate. 2,807

$26,667 note payable to Legend Banlc, dated January 15, 2009, due on demand,
but if no demand, then in two annual payments of $13,872. The note matures
February 15, 2011„ The stated interest rate is 2.5%. This is a variable rate note
and the payments could change. The interest rate will not be more than 10% or
less than 2.5%. The rate is indexed to be 0.751;'0 less than the Wall. Street
Journal Prime Rate. 13,510

$5,691 note payable to John Deere Credit, dated June 29, 201.0, due in 36
monthly installments of $183. The note matures on June 29, 2413. The
stated interest rate is 9.90%. 5.278

Total Governmental Type Activities ^
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Note 6: Lopg-Terxn Debt (continued)

Business-Type Activities

$567,000, Series 2005, General Obligation Pefundirtg Bonds, due in
annual installments of $8,163 to $44,739 with the final payment due in
202:6, with interest at 4.28% payable semi-annually. $ 490,236

S 1,675,(}00, Series 2005A, Combination Tax and Revenue Certificates of
Obligation, due in annual installments of $80,000 to $85,000 with the final
payment due in.2tl26, There is no interest associated with these certiFica*es. 1,335,000

$7,355,000, Series 2006, Combination Tax and Revcvue Certificates of

t3bIigaa:on, due in annual instaltments of S-245,000 with the final payment
due in 2036. There is no int^-,rest associated with these certificates. 4,435,000

S49,431, Note Payable to Legend Bank, dated September 1, 2006;
due on demand, but if no demand is ma&, then monthly interest
payments ranging from $8 to $240 and monthly principal payments
of $824. The current interest rate of this note is 2.50%. This is a
variable rate note and the payments may change. The interest is 2.5°lo
below the Wall Street Journal Prime Rate. The final payment will be
made on September 1:, 2411, 9,883

$7,483,200, Series 2004, General Obligation Refunding Bonds, due in annual
installments of S384,0{}tl to $580.800 with final payment due in 2022, ,Ait^i
interest at 4.48% payable serru- annually. On February 15, 2014, or on any
date thereafter, itefincling Bonds may be redeemed at par plus any accrued
interest 5,822,400

$27,770, Note Payable to Legend Bank, dated March 21, 2007, due on demand,
but if no demand is made, then in annual, interest payments ranging from
$152 to $911 and annual principal payments of $7,374. The final payment
of$5,978 is scheduled to be made on the maturity date of the note, March 21, 2011.
The stated interest rate of this note is 2.50%0. This is a variable rate note and the
payment amounts may change.. The rate will not be more than 7.40°lo or less than
2.25%. 5.648

Total Business-Type Activities $ 12.UUA7
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Note 6: Lang-Term Debt (continued)

On June 29, 2(}1t}, the City received loan proceeds of S5,691 from John Deere Credit. The proceeds were used to
purchase John Deere Gator for the parks and recreation department. The equipment is collateral for the loan.

During the year the City issued Certificates of Obligation, Series 2010 in the amount f -f $2,440,1100. Proceeds are
to be used for capital improvements consisting of street improvements, Scni.;- Ci`,en Nutrition Facility,
Administration Facilities, and reduce the tax rate for property #axpayers. The bond;,Aoce cost for this issue was
$123,863 and will be amortized over the life of the bonds issued.

On June 14, 2010, tk,, City issued $844},000 of general obligation bonds for a current refunding of $699,000 of
debt ar t!°cr:-^. 'k^^ of 199 S Combination Tax and Revenue Certificates of Obligation and $449,000 of
2(}05 (1 - , - -al t? . "efunding and Impmvern;nt Bonds.

The City incurred bond issuance costs of $I27,184, which will be amortized over the life of the bonds issued.
Thcr- will be agroF, s debt service loss from this refunding of $296,631 at an economic loss of $61,857.

the year c: ;Septeiuber 30, 2006, the City issued $7,355,000 of Certificates of O" ,: ::.:ion to provide
finad.4, i:or iuiproverj:,i:s and rehabilitation of the City's Water System, specifically for 1) the of an
elevated storage tank, 2) to replace and upgrade water distribution lines in the City, 3) to replace meters in
the City, 4) to construct a treated water pump station, 5) removing one existing elevated water storage tank, 6)
rebabilitation and printing of one existing elevatcd storage tank and 7) for paying 1--gal, fiscal, enUai<aeeringand
architectural fees in connection with such project.s. The certificates mature tl:r^u,,,,h 2036. As of September 30,
241(}, the City had only received proceeds of $5,420,000, There is no interest cost a . _:,, -;-*-n3 with' this issue.

The ordinances authorizin,^, the issuance of the Certificates of Obli-ation and the t`cr°nding Bonds state that the
City shall establish and maintain an interest and sinking fund. In addition, the ordinances provide for ad valorem
taxes to be levied which will be sufficient to pay the interest as such interest comes due and to provide and
maintain a sinking funnd adequate to pay the principal as such principal znatures.

The Certificates of Obligation and Refunding Bonds are additionally secured by the revenues of the City's

waterworks and sewer systems, after payment of all maintenance, operational expenses, and debt service of said
system:

In prior years, the City defeased certain certificates of obligation mid general obligation refunding bonds. The City
deposited proceeds of the new refunding bonds in an irrevocable escrow account with a trust agent to ensure
payment of debt service on the refunded boncise

Accordingly, the trust account assets and liabilities for the defeased bonds we not included in the City's finnar-, al
stat:m:: nts. Although defeased, the refunded debt from these earlier issu.^ sw ill not actually be rE i-r d tuifd I- .:41
d ?t(:3 ha v- come due or until maturity. On September 30, 2010, $5,922,00{} of bonds outstand'zxs _, are c^ i, l LL:1
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Note 6: T.ong-Tezm Debt (continued)

The annual requirements to amortize the bonds, certificates of obligation, and not as outstanding as of September

30, 2010, are as follows:

Year Ending
September 30,

2011
2012

2013
2014
2015
2016
2017
2018
2019
2i12{}
2021
2022
2023
2024
2025
2026
2027
2028
2029
2(}30

Governmental Activifie-s
Principal Interest

$ 230,55t} S 280,207
1 i 5,214 249,112
180,855 239,902
185,407 2-3 0,-3 27
190,953 220,328
369,963 209,? s1
341,746 208,798
208,269 206,965
417,627 193,614
239,414 178,592
655,701 158,931
416,570 135,753
526,540 114,041
288,837 95,283
305,523 77,696
557,209 58,787
290,000 41,026
255,000 27,926
270,000 17,291
z35.000 5,878

$ 1,540,477
1,435,370
1,432,419
1,428,646
1,418,246
1,585,518
1,552,542
1,419,725
1,1i16r278
1,423,052
1,813,1 91
1,519.564
1,005,952

718,197
717,254
949,975
576,026
527,926
312,291
290,878

^b.^_ 39(}.373 2.950._218 LI? M157 LjjA4,;7,Q

Business-Type ASItivitics
FrinciR9_ _ Interest

$ 756,689 $ 273,031
757,127 253,921
777,269 7-14,393
798,981 2I3,931
814,323 192,642
835,250 170,544
854,450 147,548
SSQ,961 123,531
906,688 98,349
933,443 72,003
953,956 44,603
950,539 16,702
363,460 1,911
333,163 914
333,477 558
333,791 188
245,000 -
245,000 -
25,000 -

Total

Discretely Presented Component Unit

A summary of the Bonham Economic Development Corporation's long-term transactions for the year ended
September 3(l, 2010, follows:

Balance, September 30, 2009
Additions

Retirements

Balance, September 30, 2410

The amount of bands due within one year is $110,000.

$ 2,070,(300

105,000
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Septembcr 30, 2014

Note 6: L.or- 'r r ,LI7- `bt (continued)

Discre t _ly Presented. Component Unit (continued)

Bonds are comprised of the following:

Revenue Bonds:

F.,̂ ,t}0C3,0C?0, Series 1998 Sales Tax Revenue Boads, due in annual
installments of $110,000 to $200,000 through 2023, interest at 3.8%
to 5.0%. n:,)

Debt service requirements are as follows:

Sales Tax,.
Year Ending Rev^,-vue Bonds
September 30, Principal Interest Total

2011 $ 110,(}00 $ 97,275 $ 207,275
2(}12 115,040 92,050 207,050
2013 125,000 86,588 211,588
2014 130,000 80,588 210,588
2015 135,40f1 74,250 209,250
2016 140 ,000 67,5()0 207,500
2017 150,000 60,500 21(},500
2018 155,000 53, 000 208000
2019 165,000 4M,2 50 210,250
2020 170,000 r"w0 207,000
2021 180,000 28,500 208,500
2022 190,000 19,500 209,500
2023 200 _000 10.tt(1(} 210,000

S 1,965.000 ^ 7^211{?1 1=2217=

Sales and Use Taxes (one-half of one percent) levied by the City o"Bonhaxq Texas, within its bctaun&zies under
the Development Corporation Act of 1979, are pledged for pa;--menf of bonds and interest Ile resolution
authorizing the issuance of revenue bonds created an interest and sinking fimd (Debt Service Fund). 'Me
ordinance requires the Carpe,ration to make substantially equal monthly installments payments to the Debt Service
Fund which will be sufficitnt to pay principal and interest as it comes due.

Note 7: Q*tg Leases

The City has entered into a lease agreement as lessee for financing the acquisition of a roller for the street
depaattaxent, Upon inception of the lease the City made a payment of $13,565. The future minimum lease
obligations and the net present value of the lease payments discounted at 4.55% are as follows:

Year Endin2 5exstember 30
2011 S 13,564

Total Minimum Lease Payments 13,564
I.es.s; Amount Representing haterest 602
Present Value of Minim= Lease Payments L2 9.62

34



CITY OF BC7NF-iAM, TEXAS
Notes to Financial Statements (Ccntin.ued)
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Note 8: Tzsterfund Transactions and Balances

Iriterfund transfers for the year ended September 30, 2010, consisted of the following individual amounts:

Transfers to Debt. Service Fund From:
Special Revenue Fund 33 7''7

Total Transferred to Debt Service Fund ^^ 7??

Transfers to General Fund From.
Water and Sewer Fund $ 590,000
Emergency Medical Services Fund 303,852
IztternaI. Service Fund 75,000

Total Transferred to General Fund S 2&852

The iraxssfers to the Debt Service Fund were to pay debt related to the airport. The transfer from the Water and
Sewer Fund to the General Fund was to cover the costs of administrative functions. The transfer from the
Emergency Medical Services Fund to the General Fund was to cover the costs of administrative fimctions and to
pay debt related to the North Fire Station to purchase equipment.

Due To/Due From's for the year ended September 3D, 2(l10 consisted of the following:

Due From General Fund To:
Agency Fund

Total Due From General Ftut.d.

Due From Firemen Incentive Program To:
General Fund

Total Due From Firemen Immfive Program

Due From Agency Fund To-
General Fund
Water and Sewer Fund
Emergency Medical Services Fund

Total Due From Agency Fund

Due From Emergency Medical Services Fund To:
General Fund

Total Due From. Emergency Medical Services Fund

S 192
^

$ 626
^u

S 120,334
21,916
48,412

S 191662

S 125.4^4
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Septembc!r 30,2010

Note 9: Disag,gregationcs#'Receivalrle< and I'a-;:t)1es

Receivables at September 30, 2010, were as follows.

Property Other Gross Allowance for Net

Taxes Taxes Accounts Receivables UnColl.,

Governmental
UGneralFund $ 153,395 $326,261 S 64,,797 $ 544„J53 $( 46,019) S 4-';.,52-1'

Special Revenue - I0,015 14,560 24,575 - 24,575
Debt Service 41,659 41,659 _L &^3?) 33,32

Total - Governmental
Activities ^,^L4 $ 336.27 .,457 _ . ^^ ^^ 5,1

proprietary
Enlergency Medical
Services $ - $ - $ 426,753 $ 426;753 $( 106,674) $ 32(),€179

Water and Sewer Fund 566,997 566,997 ^ 12,104 554.893
Total - Business-Type
Activities 993,75 ei` Il$,^^ S 97-4,97-^

An-iounts Not Expected
To be Collected During
The Subsequent Year I-LUM 117.77

Payables at September 30, 2010, were as follows:

Governmental Activities

General Fund
Capital Projects Fund
Special Revenue
Internal Service

Total-Governmental A^;tlvitics

Business-Type Activities
Emergency Medical Services
Water and Sewer Fund

Total-Business-Type Activities

Accounts Wages Totals

S 202,096 $ 144,679 S 346,775

$ 85,562 L-IZ=2,M
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September 30, .2010

Note 10: Retirement Commitments

Volunteer Firemen's Incentive Fund

The City sponsors and administers the Vohmteer Firemen's Incentive Fund which is accounted for as a separate
Pension Trust Fund. The Plan provides specified benefits for volunteer firemen who meet the plan's criteria.
This amount was not actuarially determined and data concerning the actuarial status of the find at September 30;
2010, was not available.

Pension Plan

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

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and
required supplementary information (RSI) for 'I'Mi;.S; 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 the TMRS, P.O. Box 149153, Austin, TX 78714-9153 or by calling 800-924-8677; in addition, the
report is available on T'MR.S' website at w1vw.TMRS.com

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

Plan Year 2009 Plan Year 20 10

Employee deposit rate 6°/'a 6%

Matching ratio (city to employee): 1.5 to 1 1.5 to 1

Years required for vesting 5 5

Service retirement eligibility
(expressed as age/years of service) 60/5,0/25 60/5,(}/25

Updated Service Credit 100% ô Repeating, 100% Repeating,
Transfers Transfers

Annuity Increase (to retirees) 0°/a of CPI Repeating 0% of CPI Repeating
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CITY OF BONHAM, TEXAS
Notes to Financial Statements (Continued)

September 30, 20 10

Note Ifl: Retirement Cotnrnitrnerrts (Continued)

Penslcn PIa- i i v d}

Contributions
T: ireIer the state law governing 'l'^,%S, the contribution rate for each city is de*-rmir►ed annually by the artm--y,
using the Projected Unit Credit actuarial cost method. This rate consists oft1:c normal cost contributiourate arid

. -, service cost contribution rate, which is calculated to be a levu i p:_ ._.: t c,f 1 from year to year.

Ti:: n,) ,na1 cost contribution rate finances the portion of an active member's benefit allocated

il%lllti}ttiiy; the prior service contribution rat,-a7iICYZt1Zc',s the unfunded (overfunded) ,' iabili,-y (asset) over

the applicable period for that ci,t;r. Both the normal cost and prior service contribution rates inchide recognition

of the projected inpac.t of annually repeating benefits, such as Updated Service Cre" and Annuity Increases.

i'he City co€ttzzbui•us to tiie "I .tP -S P i, , 7,. at ^-n actuarially determined rate. Both the e mployees and the City nuke

contributions 1mo*_r:hly. Since the C ^., needs to know its contribution rate in advance for budgetary purposes,
there is a one-year delay between thi: :_ tiaarial valuation that serves as the basis for the rate anca thf: calendar year

when the rate goes into effect. The annual pension cost and net pension obligation/(asset) are as follows:

Fiscal Annual Percentage Nc t

Year Perssion of APC

Rodin Cô twf` Contributed n

-4-30-I0 $ 317,809 100%

The required contribution rates for fiscal year 2010 were determined as part of the December 31p 2007 and. 2008
actuarial valuations. Additional information as of the latest actuarial valuation, December 31, 2009, also

follows:

Valuation Date 1Y31; ? a0% 1231/2008 12/11/2009

Actuarial Cost Method Projected Unit Projected Unit Projected Unit
Credit Credit Credit

Amortization Method Level Percent Level Percent Level P,--cent

of Payroll ofPayroIt ofPayx011

Remaining Amortization Period 25 yrs: closed 24 yrsb closed 23 yrs; closed

period period period

Asset Valuation Method Amortized Cost .: .... onSzed Cost 10-)Tar Smoothed
Market

Actuarial. Assumptions:

Investment Rate of Return* 7.0% 7.5°t'^ 7 .5°/g

Projected Salary In,creases* Varies by Varies by Vane '.

age and service age and service age and > r:tice

*Includes Inflation at 3.00°fn 1000A 3.40%o

Cost-of-Living Adjustments U.tl% 0,00/0 0.0%
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CITY OF BONHAM, TEXAS
Notes to Financial Statements (Continued)

September 30, 2{710

Note 10: Retirement Commitments (Continued)

Pension Plan (Continued)

Contributions (continued)
The funded status as ofDecember 31, 2009, the most recent actuarial valuation date, is as follows:

UAAL as a
Actuarial Actuarial Unfunded Percentage of

Actuarial Value of Accrued Funded AAL Covered Covered
Valuation Date Assets Liability^AALJ Ratio aAALI Payroll PgYroll
12I31I09 $7,055,118 $ 8,240,234 85.6% $1,185,116 $4,498,135 263°!0

The schedule of funding progress, presented as Required Supplementary Information following the notes to the
financial statements, presents multi-year trend information about whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liability of benefits.

Note 11: Group Insurance

The City provides a partially self funded group comprehensive health care program for all employees and
approximately 100 employees are covered. Under the program, the City has contracted with an insurance
company to process employee claims and provide reinsurance for annual individual coverage exceeding
$10,000. This plan provides employee health benefits up to a$1,0E?0,Q0{} lifetime maximum.

Note 12: Commitments/Contingent Liabilities

Grants
The City participates in federally assisted grant programs which are subject to program compliance audits by
the grantors or their representatives. The amount, if any, of expenditures which may be disallowed by the
granting agencies cannot be determined at this time although the City expects such amounts, if any, to be
iuaznaterial.

Litigation
The City is subject to pending lawsuits. Although the outcome of lawsuits are not presently determinable, it
is the opinion of the City's counsel that resolution of these matters will not have a material adverse effect on
the financial condition of the government

Construction Contracts

The City had outstanding at September 30, 2010 contract commitments totaling approximately $1,088,720
related to improvements and rehabilitation of the City's water and sewer system and the water meter Fixed Read
AMI System.
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CITY Or, BU^ i-IA_I%1, T i7XA S
Notes to Financial Statements (Con.ti.z3tted)

September :' : f> 2010

Note 1: : ; -'F. 'k ' ana eanent

i}ze City is exposed to various risks of loss related to torts; theft of, damage to, or destruction o f` assets, errors

and omissions; injuries to employees; employee's health and l.if'e, and natural disasfe;.s. The City manages these

various risks of loss by purchasing commercial insurance. Management believes such ccn-e.rage is sufficient to

preclude any significant uninsured losses to the City. Settled claims have not exceeded this insurance coverage

in any of the past three f iscal years.

Note 14: M?.jor Customer

The City's financial statements include revenues of $671,594 from one customer.

Note 15: Subsequent Events

Management has evaluate;: ,.1 _quent events through January 10, 2011, the date on which the financial

statements were available to be i`, :aed,
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CITY OF BONHAM, TEXAS
Required Supplementary Information

Budgetary Comparison Schedule - General Fund
Year Ended September 30, 20 10

Variance
Original Fimil With
Budget Budget Actual Final Budget

Revenues:
Taxes $ 3,081,133 ^ 3,081,133 $ 3,026,667 $ (54,466)
Licenses and Pet`3ni:ts 2,800 2,800 1,35(} (1,450)
Intergovernmental Reventxes 1,650 1,650 516,721 515,071,
Charges for Services 798,000 798,000 793,618 (4,357)
Fines 234,350 234,350 140,492 (93,S59)
Interest 2,60{'? 2,600 3,545 945
Miscellaneous Revenue 266,180 266,180 351,922 85,742

Total Revenues 4,386,713 4386,713 4,^Q4,315 ^47,602

Expenditures:
Current

Administration 760a706 760,706 755,342 5,36-1
Police Department 1,764,548 1,764,548 1,693,791 70;757
Fire Department 801,694 801,694 898,294 {96,600)
Equipment Services 50,739 50,739 47,130 3,6(}9
Street Department 761,785 761,785 959,663 (197,878)
Sanitation 430,000 430,000 418,796 1I,204
Library 202,360 202,360 208,081 (5,721)
Parks and Recreation 227,643 227,643 226,025 1,618
Lake Bonham 68,660 68,660 70,924 (2,264)
Grants - - 528,348 (528,343)
Capital Outlay 92,96(} 92,960 57,886 35,074
Debt Service

Principal Retirement 10;725 10,725 20,532 (9,807)
Interest and Fiscal Charges 394 394 I1,306 (10,912)

Total Expenditures 5,172,214 5,172,214 5,896,118 (723,904)

Excess of Revenues Over (Under) Expenditures 785 501) 785,501) (1#061,803) (276;302)

Other Financing Sources (Uses)
Operating Transfers In 790,000 790,000 968,852 178,852
Operating Transfers Out - - -
Proceeds From Issuance of Long-Term Debt 5,691 5,691
Sale of Capital Assets 265^,417 266,417

Total Otliez Financing Sources (Uses) 790,000 790,000 1.240,960 450,960

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses 4,499 4,499 179,157 174,658

Fund Balance - October 1 832,672 832,672 832,672

Fund. Balance - September 3{) $ 837,171 $ 837,171 $ 1 011 829 $ 174658

41



CITY OF BO'N-} [AM, `t TX1^1S

Tea.as,'MLV-icipa2 Retirement System

Schedule of FundingI Progress

September 30,20W

nTexas M:unicipa? Retirement System

Schedule of Fu..d:;l.- in Progress:

(unaudited)

Actuarial,

Actuarial Accrued UAAL as a

Actuarial Value of S.iabilaty Funded Unfunded Covered Percentage of

Valuation Date Assets (AAI,) Ratio AA.L (U.AAT.) Payroll Covered Payroll

4sfF9...
'7 7 S 5,791,081 W6,UIDS4L3 84.2% $ 1,087,342 S 3,872,766 ^o28.1

12/312131 &>34.2,939 7t506,067 $4.5% 1,I63,y12$ 4,469,372 26.M^

12l31t2009 7,055,118 8,240,234 85:6% 1,185,116 4,498,135 263%
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CITY OF BQPdHANI, T^ YA S
Notes to Required Supplementary Information

September 30, "0I0

ji;,i ;;= CYD9ts

In t :,ardance with state law, the City adopts an annual budget before September 30 for the subsequent year. The
budget is prepared on the same basis of accounting as applied to the governmental fi. in the basic financial
statexnen:ts.

GAAP require that a budgetary comparison be presented for the general fund, The budgetary comparison must
include the original budget and the final amended budget. The City's original adopted budget was not amended;
therefore, only one budget column is presented in the budgetary comparison schedule.

43



MCCLANAHAN AND HOLMES, LLP
CERTIFIED PUBLIC ACCOUNTANTS

R. FRANK RAY, GFA
FP. E_ SDST :e;D.K. CPA
S

^

T E^4` C^i IN, ^^^ i'.^^t^ t`f OF,

^a

^d, C PA

GEORGE H. SIMW'vE, CPA
ANDREW S. REICH, CPA
RUSSELL P. WOOD, CPA

F,T-ort On Inturnal Cctrltro? o ^-er Financial Rept>rt;ng
and on Compliance and Other Matters Based (-,a an Awlii of

Fi.vancial Statements Per Formed iri Accordance -with
Government Auditing Standards

iNDPT>i 11FNT AL^^?IITC?R.'S REPORT

Honorable Mayor and Members
of the City Council

City of Bonharn, Texas

,^7f ? •-. . 1 : ,.. _.
TC

90'3484-4316
FAX903-7444310

304 ;'VE51' CHESTNUT
t7 T:',S,3N. TEXAS 75020

303-465-50)70
F%+,X 903-465-60v3

1400 WEST RUSSELL
B0 NHA!W. TE^kS T_5413

903-511' -5574
FAX 9C3-583-9453

We have audited the financial statements of the governmental activities, the business-type activities, the discretely

presented Component Unit, each major fund, and the aggregate remaining fiu, . J;^aforrna.tion of City of Bonham, Texas

(the City) as of and for the year ended September 30, 2010, which coZl _ti,.:t , umptise the City's basic financial
statements and have issued our tt^port thercon dated January 1(}, 2011. We xcteii our audit in accorcianoe with

auditi, a standards generally accepted in the United States of _'x erica and th:, tandards applicable to financial ai,,Oits

contained in Government Auditing Standards, issued by the Co:-,;'roller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our au^it> we considered City ofBrrnharrt., Texas' internal control over financial reporting as

a basis for designing our audit 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's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the City's internal control over financial reporting.

A deficiency in internal control exists Nvhcn the design cr operation of a control does not allow rnanag2mcnt or

employees, in the normal course of performing their assigned fanetions, to prevent, or detect and correct misstatements

on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that

there is a reasonable possibility that a material rzrisstatement of the entity's financial statemc.nts tviZl not he prevented, or

detected and corrected on a timely basis.

Our consideration of internal control over financial reporting x^as for the. limited purpose described in the first paragraph

of this section and was not designed to identify all deficiencies in internal control over financial report i.nIg that might be

deficiencies, significant deficiencies, or material weaknessc^s. We consider the deficiencies described ia^^, the
accompanying Schedule of Findings and Questioned Costs 201.0-1 and 2010-2 to be material weaknesses in internal
control over financial reportin1g.
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Honorable Mayor and Members
of the City of Council

City of Bonbarn, Texas
Page 2

C ompiiancc and Qther Matters

As part of obtaining reasonable assurance about whether City of Bonham, Texas' financial statements are free of
material misstateinent, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agre^:mcnts, noncompliance with which could have a direct and material effect on the deter on of financial
statement aznou.nts. However, providing an opinion on corriptaance with those provisions was not an objective of our
audit and, wcc,rdingly, we do not express such an, opinion. The results of our tests disclosed :,o instances of
noncompliance or other matters that are required to be reported under Govemment Auditing Standards.

This report is intended solely for the information and use of the City Council, Administration and federal awarding
agencies and pass-through entities, and is not intended to be used and should not be used by anyone other than these
specified parties.

INVIW-,^ 11AJ AtU111144r0
Certified Public Accountants

January 10, 2011
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CERTIFIED PUBLIC A.GG0UtiTANT s

FRANK RAY, CPAR 228;`X T`4 STREET S.E.
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,
80STINUCK, CPAER PA-, S, T'_ h,NS 75460,.

STEVEN W. h10HUhlDRO CPA 903-7Se+431&,
GEORGE H. STRUVE, CPA FAX 908-784-4310
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304 +dr:ST CHEST NUTL ?. t,^l00D, CPA CiEtJZON. TE),;AS 75020
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FAX 903-4--5-6093
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BQNtiAP1. TEXAS 75418
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FAX 9^124^533-9453

Report on Compliance with Requirements Applicable to
each kvlajor 1'ro;;ram, and on Internal Control. over Compliance

inAccordance with OMB Circular A-133

MEPEItiTDENT AUDITOR'S REPORT

Honorable Mayor and Members
of the City Council

City of Bonham, Texas

Co=lance

We have audited the compliance of City of Bontxarn, Texas with the types of compliance requirements described in the
U S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and

material effect on each of its major federal programs for #h_, year ended September 30, 2010. The City's major federal

programs is identified in the summary of auditvr's section of the accompanying schedule of findings and

questioned costs. Compliance «ith the requirements o;. J _i v, .. a°e! ulatioms, contracts and grants applicable to each of its
major federal programs is the respou.sibility of City of l:#c :: _m, Texas' administrators. Our responsibility is to express
an opinion on the City's compliance based on our audit

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Governmert Auditing Standards, issued by the

Comptroller General of the United States; and {)MB Circular A-133, Audits of .States, Local Governments, and Non-

Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance NV44b the types of complmnce requirements referred to above that
could have a direct and material effect on a major federal program occurr; d. An audit includes examuring, on a test
basis, evidence about City of Bonham, Texas' compliance with those recuirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for

our opinion. Our audit does not provide a legal determination of City of Bonham, Texas' compliance °with those

requirements.

In our opinion, City of Bonharn, Texas coi Vhed, in all material respects, wirb the requirements ref :ned to above that
could have a direct and material effect on each of its major federal program for the year ended. September 30, 2010.
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