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February 3, 2011

Bill Keffler

Honorable Mayor and City Council, City Manager
and to the Citizens of the City of Richardson, Texas:

The Comprehensive Annual Financial Report of the City of Richardson (the "City"), for the fiscal year ended
September 30, 2010, is hereby submitted as mandated by both local ordinances and state statutes. These ordinances
and statutes require that the City issue an annual report on its financial position and activity, and that an independent
firm of certified public accountants audit this report.

Responsibility for both the accuracy of the data, and the completeness and fairness of the presentation, including all
disclosures, rests with management. Management of the City is responsible for establishing and maintaining an
internal control structure designed to ensure that the assets of the City are protected from loss, theft or misuse and to
ensure that adequate accounting data is compiled to allow for the preparation of financial statements in conformity
with generally accepted accounting principles. The internal control structure is designed to provide reasonable, but
not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that: (1) the
cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits
requires estimates and judgments by management. All disclosures necessary to enable the reader to gain an
understanding of the City's financial activities have been included.

The City Council selected the firm of KPMG LLP, Certified Public Accountants to audit these financial statements.
The independent auditor has issued an unqualified (“clean”) opinion on the City’s financial statements for the year
ended September 30, 2010, and the auditor’s report is located at the front of the financial section of the
Comprehensive Annual Financial Report.

Management provides a narrative introduction, overview, and analysis to accompany the basic financial statements in
the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to complement
the MD&A and should be read in conjunction with it. The City’s MD&A can be found immediately following the
independent auditors’ report.

Profile of the Government

The City is located in North Central Texas and was originally incorporated in 1925, with the first Charter being
adopted in 1956 and the latest revision made on November 14, 2007. The City currently has a land area of 28.5
square miles and an estimated population of 101,200. The City is a home rule city and operates under the Council-
Manager form of government. Every two years, Richardson voters simultaneously elect seven council members to
represent them. All council members are elected at large, with four representing each of the City’s four districts. The
Mayor is selected from among the Council members by a vote of the Council. Terms of office for all Council
positions are for two consecutive years.

The Charter requires that the City Council appoint a City Manager to act as the chief administrative and executive
officer of the City. The City Manager is not appointed for a fixed time and may be removed at the will and pleasure
of the majority of the City Council. One of the responsibilities of the City Manager is to appoint and remove
department heads and conduct the general affairs of the City in accordance with the policies of the City Council.

P.O. Box 830309
Richardson, TX
75083-0309

2. A DRVIRORMENT 072-744-4100
\LJCL FRIENDLY

Fax 972-744-5803

http;//swww.cor.net
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The City provides to its citizens a full range of services including police and fire protection, emergency ambulance
service, water and sewer service, solid waste disposal, park and recreational activities, cultural events, and a library.
In addition, the City provides planning for future land use, traffic control, building inspection, and neighborhood
services and operates two eighteen-hole golf courses. The City also operates the Charles W. Eisemann Center for
Performing Arts and Corporate Presentations, which is a multi-venue performing arts and presentation center. Certain
parks and recreation services are performed by the Richardson Improvement Corporation, which functions, in
essence, as a department of the City of Richardson and therefore has been included as an integral part of the City’s
financial statements. Additional information on this legally separate entity can be found in the notes to the financial
statements (see Note [LA.)

Activities of the general, debt service, water and sewer, golf, solid waste, and special revenue funds are included in
the annual appropriated budget. The City Council is authorized to transfer budgeted amounts within and among
departments and ratifies, through the Budget Ordinance, any transfers and/or amendments made by the City Manager.
The legal level of control for each budget is at the fund level, which is to say that total expenditures for each fund
should not exceed total budgeted expenditures for that fund.

Purchase orders that exceed appropriated balances are not released until they have been further reviewed and
approved by the City Manager or his representative. Departmental appropriations that have not been expended by the
departments lapse at the end of the fiscal year. Funds that were budgeted and not used by the departments during the
fiscal year are not available for their use unless appropriated in the budget of the ensuing fiscal year.

The City maintains an encumbrance accounting system as one technique of accomplishing budgetary control.
Encumbrances outstanding at year-end are reported as reservations of fund balances and do not constitute
expenditures or liabilities. The commitments will be honored during the subsequent year. The City amends the
budget at the end of each fiscal year to provide for additional expenditures or expenses and also to provide reductions
in other expenditures or expenses, or supplemental revenues to fund such amendments.

Local Economy

The City of Richardson, along with its Telecom Corridor area, is one of the major employment centers in the Dallas-
Fort Worth Metroplex, second only to the Central Business District in Dallas in the number of people employed.
Richardson has historically been known for its concentration of technology-based businesses, but is becoming a
center of economic diversity, with high-quality businesses in the financial services and insurance sectors as well,
making the area attractive for companies of all backgrounds. Richardson has extensive resources in academia, a
highly-skilled labor pool, transportation assets, infrastructure support, excellent lodging, and major corporate
employers which will continue to prove beneficial in the recruitment of new businesses.

Richardson and the region benefit from the location of two major highways in the City. The President George Bush
Tumpike, running east-west along the northern border of the City, provides a convenient connection to the Dallas-
Fort Worth International Airport, as well as links to IH-35E, IH-30, SH-114, and SH-183 west of the City.
Construction projects on the Turnpike will add links to IH-20 west of Richardson and a second link to TH-30 on the
east. U.S. 75 runs north-south through the City, with accessto the IH-635/U.S. 75 interchange (known as the High
Five) just south of the City’s borders.

Texas Instruments announced plans to begin operations at its 1.1 million square foot semiconductor manufacturing
facility, located at Renner Road and Alma Road in the northwest section of the City. The facility was completed in
2006 in anticipation of future semiconductor demand requiring additional manufacturing capacity. The company
began production of 300-mm analog wafer chips at the facility in September, 2010. The facility will employ 1,000
jobs at full capacity. TI announced in the spring of 2010 that it would begin the second phase of adding
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manufacturing equipment within the facility, giving the company the ability to generate $2 billion each year from the
Richardson location and placing the plant at about 2/3 capacity.

The University of Texas at Dallas (“UTD”), located within the City of Richardson, is in the middle of a campus-wide
facility renovation. A new 400-bed Residence Hall opened in August 2009, and a 28,000 square-foot Dining Hall and
expansion of the existing Student Union building was dedicated in September 2009. A Campus Landscape
Enhancement, which added new landscaping, entry, and water features, was dedicated in September 2010 and
featured more than 5,000 trees and native plants. A new 76,000 square-foot Student Services building and a new
74,000 Science Learning Center were completed in the summer of 2010. UTD also stands to benefit from the passage
of state legislation and a constitutional amendment which establishes more than $680 million in funding for UTD and
six other emerging research universities across the state of Texas. Funds will be made available to universities as they
meet target criteria established by the legislation, and will be used to increase the number of Tier One universities in
the state. Tier One status is one of UTD’s key strategic goals.

Richardson Regional Medical Center became Methodist Richardson Medical Center as the Richardson Hospital
Authority, the governing board of Richardson Regional signed a 20-year operating lease agreement with the
Methodist Health System. Methodist will operate (he Richardson location and lease its facilities and equipment while
the Hospital Authority will maintain ownership of the hospital. The partnership with the Methodist Health System is
expected to accelerate the expansion of the Bush/Renner satellite campus, which is currently home to a medical office
building, outpatient hospital and a cancer center. Methodist Richardson Medical Center was named a Best Place to
Work in the Large Category by the Dallas Business Journal in 2009.

Richardson also benefits from the DART Light Rail line which parallels U.S. 75 and has four stations in the City.
Complementing the rail line is an 896-acre Tax Increment Financing (TIF) District. The TIF District, established in
2006, encompasses the U.S. 75 corridor from Campbell Road south to Spring Valley Road, and extends west from
U.S. 75 to Coit Road along Spring Valley. Dallas County began financial participation in the TIF in Fiscal Year
2010. The TIF District and the DART Light Rail line are key strategic elements in the City’s redevelopment plans,
and the City has begun to benefit from projects which are taking advantage of these assets:

e [In 2009, Dallas-based Parliament Group purchased a 220-acre tract of land south of the President George Bush
Turnpike which borders the DART line on the west and has convenient access to the Bush Turnpike DART
station. The Parliament Group is in the process of examining plans and options to maximize opportunities for
transit-oriented development at the site. The deal was named a finalist in the Dallas Business Journal's Best
Real Estate Deals of 2009. Work has begun on a planned development for the area in conjunction with
neighboring undeveloped tracts of land.

e The Leland Consulting Group, which specializes in developing economic revitalization plans for cities, has been
retained by the City to prepare a comprehensive investment strategy for the West Spring Valley corridor, a
section of the TIF between U.S. 75 and Coit Road. The corridor is comprised of aging and underperforming
multi-family and commercial establishments and was identified in Richardson’s recently adopted Comprehensive
Plan as an area targeted for “Enhancement/Redevelopment.” The goal of this investment strategy will be to
ensure that the future use of financial resources in this area yields desirable and sustainable redevelopment.
Phase I of the study was recently completed and Phase II of the study is anticipated to be completed in mid-2011.
To facilitate development, the City Council passed a 90-day moratorium on commercial development in
December 2010 for the West Spring Valley corridor.

o Digital Realty Trust, in partnership with Skyrise Properties, announced plans for a $488 million redevelopment
on a 70-acre section of Collins Technology Park, located at the southeast corner of East Collins Boulevard and
Alma Road. The former technology equipment manufacturing campus will be converted to a data center park,
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and the existing seven buildings will be upgraded to accommodate equipment for telecommunications and data
processing. A key driver for the property is the onsite, privately-owned electric substation, which can provide
large amounts of affordable electricity, needed for the computing equipment housed in data centers. Half of the
first data center building is already leased and several Fortune 500 companies are evaluating the site for their data
center needs. Texas Governor Rick Perry presided at the ribbon-cutting for Datacenter park on May 26, 2010.
The deal was named a finalist in the Dallas Business Journal’s Best Real Estate Deals of 2009.

e  Champion Partners announced a multi-million dollar purchase of two buildings in the U.S. 75 corridor. The One
Telecom Center and 2370 Performance Drive buildings, totaling more than half a million square feet of space,
formerly housed telecom companies AT&T and Nortel Networks. Champion Partner Stephen Modory was
quoted in a December 10, 2010 article in the Dallas Morning News entitled “Telecom Corridor’s Revival” as
saying “we believe that North Texas — and the Telecom Corridor — is going to benefit from the recovering

2
econoenty.

e BlueCross BlueShield of Texas announced in December 2006 that they would consolidate their DFW Metroplex
operations into a new headquarters campus in the Galatyn Park Urban Center. Groundbreaking occurred in
October 2007 on the 34-acre campus just north of the Charles W. Eisemann Center for the Performing Arts and
Corporate Presentations and the facility was occupied in March, 2010. The $265 million, 1.1 million square foot
complex is expected to house up to 3,900 employees at full capacity. The BlueCross facility is the largest office
campus built in DFW since 1987. As part of the development, the City, in partnership with Collin County, built
Routh Creek Parkway from Lookout Drive to Renner Road, which will enhance access to the new facility.

e Galatyn Park Corporation, Galatyn Properties Limited, and Legacy Partners built The Venue, a transit-oriented
residential project in the heart of the Galatyn Park Urban Center with direct access to the Galatyn Park DART
station. The Venue is a $34 million development that includes 283 apartment units and approximately 7,000
square feet of retail space. The Venue began leasing operations in the spring of 2008, and the project was 95%
leased as of August, 2010.

e In 2006, construction began on the Eastside development, a $90-million mixed-use project situated at the
southeast corner of U.S. 75 and Campbell Road, between the Arapaho Center and Galatyn Park transit stations.
Eastside, led by Fobare Commercial, Skyrise Properties, Greenway Investments, and Post Properties, includes
approximately 86,000 square feet of retail and restaurant space, 19,000 square feet of new office space (in
addition to 191,000 square feet of existing office space), and 436 apartment units, built around a two-acre park.
The development was completed in 2009, and features a vertically mixed-use design, shared multi-function open
space, and pedestrian-friendly streetscapes. In August, 2010, multi-family units at Eastside were 95% leased.

e The City entered into an infrastructure, grant, and reimbursement agreement with Centennial Park, Ltd. in
September 2007 for the construction of Brick Row, located on 30 acres adjacent to the DART Spring Valley
transit station in the TIF District. The development replaces an aging 337-unit apartment complex and 18 single-
family dwellings with a mix of 950 residential units (townhomes, apartments, and condominiums), 44,000 square
feet of ground floor retail and a two-acre public park. The Flovd Branch drainage corridor, which bisects
Centennial Park, has been enhanced to not only accommodate storm water protection, but to also serve as an
amenity by incorporating trails that will connect with Richardson’s city-wide trail network. Construction began
in early 2009 on three mixed-use buildings, which includes 500 urban-style apartment family units and 16,764
square feet of retail space. The infrastructure for 127 townhomes has been completed, model units have been
constructed, and several townhomes have been purchased by home owners.

TriQuint Semiconductor announced that it had increased its headcount in 2010 from 527 to over 700 at its 545,000
square foot Richardson fab located at 500 West Renner Road. In addition to adding over 170 employees, the

4
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company will invest $100 million in new equipment at the plant over the next five years and add capacity to print
chips on six-inch wafers in addition to the four-inch wafers currently in use.

Stream Data Centers completed a $35 million data center on Essex Drive, northeast of Renner Road and Shiloh Road.
The 20,000 square foot “spec” facility will target corporate users looking for robust, secure space for their servers and
other equipment. The building includes dual power feeds from separate substations and has access to multiple fiber
optic service providers.

Construction began in June on The Shire retail center’s second phase at the southwest corner of the President George
Bush Turnpike and the Shire Boulevard. The $10 million, 32,000 square foot development, will include an Ebby
Halliday Realtors office and a restaurant in addition to other retail.

Long-term Financial Planning

The $15,403,047 unreserved fund balance in the general fund is the equivalent of 59.64 days of expenditures and
transfers. On an annual basis, the City studies a five-year plan for evaluating tax rates and utility rates as they relate
to debt financing for capital needs and the operating costs of providing services to citizens.

Major Initiatives

In June of 2010, the City issued $66 million in General Obligation Bonds which were approved by voters in a May
2010 election. These bonds were designated for street improvements, parks and recreation improvements,
construction and improvements to public buildings, and neighborhood vitality initiatives. Key features of the 2010
bond sale include a new recreation center and pool at Heights Park, a new Gymnastics Center, a new Fire Station #4
and a new Fire Training Center. Simultaneous to the General Obligation Bond sale, the City issued approximately
$18.3 million in Combination Tax and Revenue Certificates of Obligation to meet the City’s capital equipment needs
and make improvements to the water and sewer system.

Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City for its Comprehensive Annual Financial Report for the
fiscal year ended September 30, 2009. This was the thirty-second year that the City has received this prestigious
award. In order to be awarded a Certificate of Achievement, a municipality must publish an easily readable and
efficiently organized Comprehensive Annual Financial Report. This report satisfied both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current Comprehensive
Annual Financial Report continues to meet the Certificate of Achievement Program's requirements, and we are
submitting it to GFOA to determine its eligibility for another certificate.

The preparation of the Comprehensive Annual Financial Report on a timely basis was made possible by the dedicated
service of the accounting division. Each member of the department has our sincere appreciation for the contributions
made in the preparation of this report. In addition, we would like to thank Dan Johnson, Deputy City Manager, and
Keith Dagen, Assistant Director of Finance, for providing support and guidance.
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Special thanks are extended to all members of the City Council for their leadership and support of sound fiscal
management.

Sincerely,

2l
Bill Keffler
City Manager

W
Kent Pfeil
Director of Finance

Patricia Loposer, CPA
Controller
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b KPMG LLP
Suite 3100
717 North Harwood Straet
Dallas, TX 75201-6585

Independent Auditor’s Report

The Honorable Mayor, City Council, and City Manager
City of Richardson, Texas:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Richardson, Texas
(the City) as of and for the year ended September 30, 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 consideration of internal control over financial reporiing as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the City’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluaiing the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities. the business-type activities, each major fund,
and the aggregate remaining fund information of the City, as of September 30, 2010, and the respective
changes in financial position, and where applicable, cash flows thereof for the year then ended in
conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated February 3, 2011
on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis, and the budgetary information and schedules of funding
progress on pages 12 through 21, pages 67, 77 through 89, and page 68, respectively, are not a required
part of the basic financial statements but are supplementary information required by U.S. generally
accepted accounting principles. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

KPMG LLP ic a Delaware limiig? liabilitv parinershin,
the U.S. member firm of KPMG Internationai Couperaiive
("KPMG International"), a Swiss entity,



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining financial statements,
and statistical section are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The combining financial statements and individual fund budgetary comparison
schedules have been subjected to the auditing procedures applied by us in the audit of the basic financial
statements, and, in our opinion are fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory section and statistical section have not been subjected to the
auditing procedures applied by us in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

KPP LLP

February 3, 2011
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Management’s discussion and analysis provides a narrative overview of the financial activities and changes in
the financial position of the City of Richardson, Texas (the City), for the fiscal year ended September 30, 2010. It
is offered here by the management of the City to the readers of its financial statements. Readers should use the
information presented here in conjunction with additional information furnished in our letter of transmittal,
which can be found on pages 1 through 6 of this report.

Financial Highlights

o The assets of the City exceeded its liabilities at September 30, 2010, by $202,621,409 (net assets). Of this
amount, $12,53§,247 (unrestricted net assets) may be used to meet the government’s ongoing obligations
to citizens and creditors.

e The City’s total nct asscts decreased $3,351,286. The highlights of this decrease can be found on pages 15
and 16 of this report.

B At September 30, 2010, the City’s governmental funds reported combined ending fund balances of
$115,593,894. Approximately 19.66% of this amount, $22,730,053 is available for spending at the
government’s discretion (unreserved fund balance).

. At the end of the current fiscal year, unreserved fund balance for the General Fund was $15.403,047, or
16.34% of total General Fund expenditures and transfers.

o The City’s total debt increased by approximately $57,606,000 (22.3%) during the current fiscal year. The
highlights of this increase can be found on page 20 of this report.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The
reporting focus is on the City as a whole and on individual major funds. It is intended to present a more
comprehensive view of the City’s financial activities.

The basic financial statements are comprised of three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains required
supplementary information and other supplemental information in addition to the basic financial statements.

Government-Wide Financial Statements. The government-wide financial statements include the Statement of
Net Assets and the Statement of Activities. These statements are designed to provide readers with a broad
overview of the City’s finances in a manner similar to a private-sector business. Both are prepared using the
economic resources focus and the accrual basis of accounting, meaning that all the current year’s revenues and
expenses are included regardless of when cash is received or paid.

The Statement of Net Assets presents information on all of the City’s assets and liabilities, including capital
assets and long-term obligations. The difference between the two is reported as net assets. Over time, the
increases or decreases in net assets may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating. Other indicators of the City’s financial position should be taken into consideration,
such as the change in the City’s property tax base and condition of the City’s infrastructure (i.e., roads, drainage
systems, water and sewer lines, etc.), in order to more accurately assess the overall financial condition of the

City.

12 (Continued)
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The Statement of Activities presents information showing how the City’s net assets changed during the most
recent fiscal year. It focuses on both the gross and net costs of the government’s various activities and thus
summarizes the cost of providing specific government services. This statement includes all current year revenues
and expenses.

The Statement of Net Assets and the Statement of Activities divide the City’s activities into two types:

Governmental Activities — Most of the City’s basic services are reported here, including general government,
police and fire protection, emergency ambulance service, planning for future land use, traffic control, building
inspection, public health, neighborhood integrity, park and recreational activities, cultural events, and library.
Property taxes, sales taxes, and franchise fees provide the majority of the financing for these activities.

Business-Type Activities — Activities for which the City charges a fee to customers to pay most or all of the costs
of a service it provides are reported here. The City’s business-type activities include water distribution and
wastewater collection, solid waste collection and disposal, and the municipal golf course.

Fund Financial Statements. The City, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. 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.
These statements focus on the most significant funds and may be used to find more detailed information about
the City’s most significant activities. All of the funds of the City can be divided into two categories:

governmental funds and proprietary funds.

Governmental Funds. Governmental funds are used to account for the majority of the City’s activities, which are
essentially the same functions reported as governmental activities in the government-wide statements. However,
unlike the government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating a government’s near-term financing requirements.

The focus of the governmental funds financial statements is narrower than that of the government-wide financial
statements. Therefore, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing so,
readers may better understand the long-term impact of the government’s near-term financing decisions. Both the
governmental funds Balance Sheet and the governmental funds Statement of Revenues, Expenditures, and
Changes in Fund Balances provide a reconciliation to facilitate this comparison. These reconciliations explain the
differences between the government’s activities as reported in the government-wide statements and the
information presented in the governmental funds financial statements.

The City maintains 15 individual governmental funds. Information is presented separately in the governmental
funds Balance Sheet and in the governmental funds Statement of Revenues, Expenditures and Changes in Fund
Balances for the General Fund, the Debt Service Fund, and the Capital Fund, all of which are considered to be
major funds. Data for the other governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of the nonmajor governmental funds is provided in the form of combining
statements elsewhere in this report.
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Proprietary Funds. When the City charges customers for services it provides, the activities are generally reported
in proprietary funds. The City maintains two different types of proprietary funds: enterprise funds and internal
service funds.

Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its water and sewer
operations, solid waste collection and disposal services, and the operations of the municipal golf course, all of
which are considered to be major funds. These services are primarily provided to outside, or nongovernmental,
customers.

Internal service funds are an accounting device used to accumulate and allocate costs internally among the City’s
various functions. The City uses internal service funds to account for its warehouse, mail and records
management operations, and for its employee health insurance program. Because these services predominantly
benefit governmental-type functions rather than business-type functions, they have been included within
governmental activities in the government-wide financial statements.

Proprietary fund financial statements provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate information for the
water and sewer operations, solid waste collection and disposal and the golf course operations. Both internal
service funds are combined into a single, aggregated presentation in the proprietary fund financial statements.
Individual fund data for the internal service funds is provided in the form of combining statements elsewhere in
this report.

Notes to the Financial Statements. The notes provide additional information that is essential to gain a full
understanding of the data provided in the government-wide and fund financial statements.

Other Information. In addition to the basic financial statements and accompanying notes, the City adopts an
annual appropriated budget for its General Fund. A budgetary comparison schedule has been provided for the
General Fund to demonstrate compliance with this budget. This report also presents certain required
supplementary information concerning the City’s progress in funding its obligation to provide pension and
healthcare benefits to its employees and retirees.

The combining statements referred to earlier in connection with nonmajor governmental funds and internal
service funds are presented immediately following the required supplementary information on pensions and
health care. ‘

Government-Wide Financial Analysis

Total assets of the City at September 30, 2010 were $574,261,737, while total liabilities were $371,640,328
resulting in a net asset balance of $202,621,409.
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The largest portion of the City’s net assets, $165,565.815 (81.71%) reflects its investment in capital assets (land
and improvements, buildings, infrastructure, vehicles, machinery, and equipment), less any related outstanding
debt used to acquire those assets. The City uses these assets to provide services to its citizens; consequently,
these assets are not available for future spending. Although the City reports its capital assets net of related debt,
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.

Table 1
Net Assets
Governmental activities Business-type activities Total
2010 2009 2010 2009 2010 2009
(In thousands)
Current and other assets $ 133,137 § 75279 § 40,383 § 34,489 § 173,520 $ 109,768
Capital assets 293,517 288,682 107.225 107,493 400,742 396,175
Total assets 426,654 363,961 147,608 141,982 574,262 505,943
Long-term liabilities outstanding 268,507 223,622 63.975 59,680 332482 283,302
Other liabilities 29,606 10,919 9,552 5,750 39.158 16.669
Total liabilities 298,113 234,541 73.527 65,430 371,640 299,971
Net assets:

Invested in capital assets, net of related
.debt 112,015 105.653 53,551 55.054 165,566 160,707
Restricted 22,180 22,864 2,338 3,873 24,518 26,737
Unrestricted (5.654) 903 18,192 17.625 12,538 18.528
Total net assets $ 128,541 § 129.420 $ 74081 § 76,552 § 202,622 § 205.972

An additional portion of the City’s net assets, $24,517,347 (12.1%) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net assets, $12,538,247
(6.19%) may be used to meet the government’s ongoing obligations to citizens and creditors.

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

Governmental Activities: Net assets decreased $879,695 in fiscal year 2010. Key revenue and expense
transactions for the year are as follows:

° Total governmental revenues increased approximately $2,330,000 over the prior year.

° Property tax revenues increased approximately $531,000. The City’s tax rate remained at $0.57516 and the
taxable assessed value at year end had increased approximately 1.1% when compared to the prior year end.

° Actual sales tax revenue collections for fiscal year 2010 were approximately $4,153,000 higher than fiscal
year 2009. The majority of this increase is related to State Comptroller audit adjustment transactions that
effected both fiscal year 2010 and 2009.
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Interest earnings declined by approximately $1,965,000. The City’s average yield on the total portfolio for
fiscal year 2010 was 0.35% and 2.10% for fiscal year 2009.

Total expenses for fiscal year 2010 decreased by approximately-$533,000 (0.42%) when compared to
fiscal year 2009.

Business-Type Activities: Business type activities decreased net assets by $2,471,591. Key eclements to the
change in net assets are as follows:

Water and sewer revenues for the current fiscal year were slightly lower (0.72%) than last year. Current
year expense for the purchase of water increased 7.6% compared to last year. Total operating expenses
were higher by 1.3%.

Solid waste revenues were flat compared to the previous year. Operating expenses for the current year
were 2.9%0 higher than in 2009.

Golf course revenue for the year was down approximately 25% compared to fiscal year 2009. Weather
related conditions as well as course conditions impacted the number of rounds played this year which
resulted in a significant loss in revenues. Operating expenses for the year were 1.4% higher than fiscal year
2009.
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Table 2
Changes in Net Assets
Governmental activities Business-type activities Total
2010 2009 2010 2009 2010 2009
(In thousands)
Revenues:
Program revenues:
Charges for services $ 17204 § 17342 § 56,617 § 57423 § 73,821 § 74,765
Opcrating grants and contributions 642 369 — — 642 369
Capital grants and contributions 10,144 10,059 1,228 872 11,372 10,931
General revenues:;
Property taxes 58,105 57,574 — - 58,105 57,574
Sales taxes 24,967 20.814 — — 24967 20,814
Franchise fees 12,275 12,206 — e 12275 12,206
Mixed bev. & bingo tax 392 401 - — 392 401
Hotel/motel taxes 2,713 2,585 —_ — 2,713 2.585
Interest earnings 333 2,298 73 294 406 2,592
Gain on sale of assets 13 134 90 730 103 864
Transrers in/(out) (695) (19) 695 19 = —
Total revenues 126,093 123,763 58,703 59,338 184,796 183,101
Expenses:
General government 27,767 27,784 — — 27,767 27,784
Public safety 44,318 43,610 — — 44318 43,610
Public services 26,652 27,070 — — 26,652 27,070
Library 4,099 4,224 — — 4,099 4,224
Parks and recreation 14,507 13,658 — s 14,507 13,658
Public health 1,460 1,582 - - 1,460 1,582
Interest and fiscal charges 8,169 9,577 — — 8,169 9,577
Water and sewer — — 46,168 45,745 46,168 45,745
Solid wastc — — 12,712 12,326 2712 12,326
Golf — — 2,294 2,402 2,294 2,402
Total expenses 126,972 127,505 61,174 60.473 188,146 187,978
Decrease in net assets (879) (3,742) (2,471) (1,135) (3,350) (4,877)
Net assets — October 1 129.420 133,162 76,552 77,687 205,972 210,849
Net assets — September 30 $ 128,541 § 129420 $ 74,081 $ 76,552 % 202,622 § 205,972

Financial Analysis of the Government’s Funds

Governmental Funds. The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, unreserved fund balance may serve as a useful measure of the City’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 combined fund balances of
$115,593,894. Approximately 19.66%, or $22,730,053, constitutes unreserved fund balance, which is available
for spending at the government’s discretion. The remainder of fund balance is reserved to indicate that it is not
available for new spending because it has already been committed to pay for inventory, prepaid items, and
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encumbrances $11,247,827, debt service $1,603,602, and for capital equipment purchases and capital
improvements $80,012,412.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unreserved fund
balance of the General Fund was $15,403,047. As a measure of the General Fund’s liquidity, it may be useful to
compare both the unreserved fund balance and total fund balance to total fund expenditures and transfers out.
Unreserved fund balance represents 16.34% of total General Fund expenditures and transfers out, while total
fund balance represents 17.11% of total General Fund expenditures and transfers out. The General Fund’s fund
balance increased $289,373 this fiscal year.

The Debt Service Fund has a fund balance of $1,603,602, all of which is reserved for the payment of debt. The
City’s financial policy is to maintain an ending fund balance each year of 30 days of expenditures in the Debt
Service Fund. The fund balance in the Capital Fund ended the year at $94,560,534, of which $80,012,412 is
reserved for future capital equipment purchases and construction projects, $10,122,931 is reserved for
construction commitments, and $4,425,191 is unreserved. The fund balance increased by $57,388,923 primarily
due to issuance of the 2010 General Obligation Bonds described below. The Other Governmental Funds fund
balance decreased by $514,465.

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

Unrestricted net assets in the Water and Sewer Fund, the Solid Waste Fund, and the Golf Fund at the end of the
year amounted to $13,972,852, $4,128,098, and $(276,214), respectively. Total net assets in the Water and Sewer
Fund decreased $2,060,861, total net assets in the Solid Waste Fund decreased by $401,922, and total net assets
in the Golf Fund decreased by $68,015.

General Fund Budgetary Highlights

General Fund revenues were projected to be $92,678,801 or 0.7% higher than estimated year-end revenues for
fiscal year 2009. Property tax and sales and other business tax revenues make up 64.1% of General Fund
revenues. Based on the increase in assessed property values, property tax revenue for fiscal year 2010 was
budgeted 0.5% higher than the previous year. This marked the fifth year of positive tax base growth for the City.
Sales and other business tax revenues were originally budgeted to be 5.6% lower for 2010. Actual sales tax
collections were approximately $4,153,000 more than fiscal year 2009. Total expenditures and transfers for the
2009-2010 budget year totaled $92,678,801. This is a decrease of 1.4% over last year and is primarily
attributable to the maintenance and supplies categories. Budgeted revenues for fiscal year 2010 were revised
from $92,678,801 to $93,888,244, an increase of $1,209,443 or 1.3%. Total budgeted expenditures and transfers
were revised from $92,678,801 to $93,873,265, an increase of $1,194,464.

Capital Asset and Debt Administration

Capital Assets. The City’s investment in capital assets for its governmental and business-type activities as of
September 30, 2010 amounts to $400,742,093 (net of accumulated depreciation). This investment in capital
assets includes land, buildings, improvements, vehicles, machinery and equipment, infrastructure and
construction in progress. The total increase in the City’s investment in capital assets for the current fiscal year
was 1.15%, with governmental activities increasing 1.68% and business-type activities decreasing 0.25%.
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Major capital asset events during the current fiscal year included the following:

o The City completed construction of the Huffhines Recreation Center for a cost of approximately
$7.4 million. In addition, other major park improvements were completed which included over $8 million
for ball field construction projects located at Hufthines and Breckinridge Parks.

° Numerous street and paving projects, sidewalk and alley repairs, in addition to neighborhood vitality
projects totaling over $10 million were completed this year.

° The City added a number of fleet vehicles including a heavy duty aerial quint fire truck, an ambulance,
police pursuit automobiles, and three dump trucks at an approximate cost of $1.7 million.

° Machinery and equipment purchases for fiscal year 2010 included a new telephone system, medical
emergency response equipment, and various mowers and tractors.

The Water and Sewer Fund completed $5.7 million in projects which extended and improved the City’s Water
and Sewer system. In addition, equipment and fleet vehicles were purchased for approximately $490,000.

Table 3

Capital Assets, net of Accumulated Depreciation

Governmental activities Business-type activities Total
2010 2009 2010 2009 2010 2009
(In thousands)
Land 3 44932 § 44209 §$ 543 § 543 § 45475 § 44,752
Buildings 67,917 63,456 3,807 3,641 71,724 67,097
Improvements other than buildings 27,141 17,630 5.200 5,809 32,341 23,439
Infrastructure 128,313 126,903 88,144 87,326 216,457 214,229
Vehicles, machinery and equipment 12,778 11,431 5.521 5,562 18,299 16,993
Construction in progress 12,436 25,052 4.010 4.612 16,446 29,664
Total $ 293,517 § 288,681 $ 107225 $ 107493 $ 400,742 § 396,174

Additional information on the City’s capital assets can be found in note 3(d). on pages 46 through 48 of this
report.
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Long-Term Debt. At the end of the current fiscal year, the City of Richardson had total bonded debt outstanding
of $308,325,000. Of this amount, $244,561,083 represents tax-supported bonds, $63,763,917 represents
-self-supported bonds. The other obligations of $8,105,379 in the governmental activities relates to notes payable
for computer and telephone equipment, a police training facility, economic grants, and other contractual
obligations. The other obligations of $62,487 in the business-type activities relates to the financing and purchase
of computer equipment.

Table 4

Outstanding Debt

Governmental activities Business-type activities Total
2010 2000 2010 2009 2010 2009

(In thousands)

General obligation bonds § 221,126 § 154,899 $ 15059 § 7.011 § 236,185 § 161,910
Certificates of obligation 23,435 34,835 48,705 49,840 72,140 84,675
Other obligations 8,105 12,178 62 123 8,167 12,301
3 252,666 $ 201912 § 63,826 § 56,974 8§ 316,492 § 258,886

= ————— [=F, ——————E =W

In June 2010, the City issued $81,445,000 General Obligation Refunding and Improvement Bonds. Proceeds
from the sale of the Bonds were used to pay for permanent public improvements based on an election held in the
City on May 8, 2010 and refund $22,310,000 in outstanding debt for debt service savings. In addition, the City
was able to recognize debt service savings by issuing $6,105,000 General Obligation Refunding Taxable Bonds
and using the proceeds to refund $6,005,000 of existing taxable bonds. Combination Tax and Revenue
Certificates of Obligation were issued in the amount of $18,305,000 to pay for the purchase of vehicles and
equipment for various departments throughout the City, the purchase and installation of an emergency
communications system, for acquiring, constructing, and improving municipal buildings and facilities, and for
improving the City’s water and sewer system. The City entered into an agreement to finance telephone
equipment and software in the amount of $979,828. In addition, the City entered into an agreement to purchase
land and right-of-way at a cost of $143,882. The City made principal payments of approximately $16,592,000.
The City’s total long-term obligations resulted in an overall increase of approximately $57,606,000.

Standard & Poor’s Ratings Services assigned its ‘AAA’ rating, with a stable outlook, to the City’s Series 2010
General Obligation Refunding and Improvement Bonds, Series 2010A Taxable General Obligation Refunding
Bonds, and Series 2010 Combination Tax and Revenue Certificates of Obligation. At the same time, Standard &
Poor’s affirmed its ‘AAA’ long-term rating and underlying rating on the City’s existing General Obligation debt.
Moody’s Investors Service (Moody’s) assigned an ‘Aaa’ rating for the City’s Series 2010 General Obligation
Refunding and Improvement Bonds, Series 2010A Taxable General Obligation Refunding Bonds, and
Series 2010 Combination Tax and Revenue Certificates of Obligation. In conjunction with this assignment,
Moody’s has affirmed the ‘Aaa’ rating on outstanding general obligation debt. The City is permitted by
Article XI, Section 5, of the State of Texas Constitution to levy taxes up to $2.50 per $100 of assessed valuation
for general governmental services including the payment of principal and interest on general obligation long-term
debt. The current ratio of tax-supported debt to the assessed value of all taxable property is 2.49%.

Additional information on the City’s long-term debt can be found in notes 3(h) and 3(i) on pages 50 through 59
of this report.
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Economic Factors and Next Year’s Budgets and Rates

General Fund revenues and transfers-in for the 2010-2011 budget are expected to increase by 0.38% compared to
the fiscal year 2009-2010 revised budget. Expenditures and transfers for the General Fund are budgeted 0.33%
higher than expenditures and transfers-out in the revised budget for fiscal year 2009-2010. The majority of this
increase is reflected in personal services. Overall, the General Fund is expected to end fiscal year 2010-2011 in
compliance with the City’s financial policy by maintaining a fund balance equal to 60.28 days of operating
expenditures.

Key Highlights of the 2010-2011 Budget Include:

e A $0.06 property tax rate increase to fund the $66 million bond program approved by voters in May 2010
was authorized.

° A 1.8% reduction in overall property values has been factored in based on the 2010 certified tax roll.

° A 3% increase in base sales tax is projected.

° No increase in water and sewer rates was included.

s No increase in commercial or residential solid waste rates was included.
° No increase in golf rates was included.

e Revisions to the City’s Texas Municipal Retirement System have been implemented to ensure the fiscal
sustainability of this benefit.

® Funding for employee step pay plan merit increases has been included for 2011.

e Continuing the commitment of $0.01 of the tax rate to the street rehabilitation program was approved.

Requests for Information

This financial report is designed to provide a general overview of the City’s finances. Questions regarding any of
the information provided in this report or requests for additional financial information should be addressed to the
Office of the Finance Director, P. O. Box 830309, Richardson, Texas 75083-0309.
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See accompanying notes to basic financial statements.

22

Governmental Business-type
activities activities Total
Assets:
Cash and investments $§ 119,553,430 $ 10,638,508 $ 130,191,938
Receivables (net of allowances for uncollectibles) 10,565,080 6,746,681 17,311,761
Inventory of supplies, at cost 545,577 106,460 652,037
Prepaid items 179,506 469 179,975
Deposits 117,500 — 117,500
Restricted assets:
Cash and investments — 21,780,929 21,780,929
Receivables (net of allowances for uncollectibles) — 14,821 14,821
Internal balances (367,271) 367,271 —
Capital assets:
Nondepreciable 57,367,853 4,552,429 61,920,282
Depreciable (net) 236,149,446 102,672,365 338,821,811
Deferred charges 2,542,666 728,017 3,270,683
Total assets 426,653,787 147,607,950 574,261,737
Liabilities:
Accounts payable 4,339,008 1,820,612 6,159,620
Retainage payable 618,417 — 618,417
Accrued liabilities 178,789 156,996 335,785
Accrued interest 2,664,196 435,037 3,099,233
Payable from restricted assets:
Accounts payable — 419,425 419,425
Retainage payable — 65,223 65,223
Customer deposits — 2,390,188 2,390,188
Accrued liabilities — 14,888 14,888
Unearned revenue 3,671,680 —_ 3,671,680
Money held in escrow 356,731 — 356,731
Noncurrent liabilities:
Due within one year:
Bonds, leases, and contractual obligations 15,572,559 4,024,994 19,597,553
Compensated absences 1,051,148 153,792 1,204,940
Arbitrage rebate liability 242,506 — 242,506
Workers® compensation 210,780 71,342 282,122
Unpaid claims liability 700,000 - 700,000
Due in more than one year:
Bonds, leases, and contractual obligations 246,060,364 60,500,209 306,560,573
Arbitrage rebate liability — 26,792 26,792
Post employment benefits 14,736,330 2,319,855 17,056,185
Compensated absences 7,710,657 1,127,810 8,838,467
Total liabilities 298,113,165 73,527,163 371,640,328
Net assets:
Invested in capital assets, net of related debt 112,014,795 53,551,020 165,565,815
Restricted for:
Capital projects 18,883,007 1,803,245 20,686,252
Debt service — 534,515 534,515
Public safety 1,335,947 — 1,335,947
Special purposes 1,960,633 —_ 1,960,633
Unrestricted (5,653,760) 18,192,007 12,538,247
Total net assets $ 128,540,622 $ 74,080,787 §$§ 202,621,409
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Functions/programs:
Governmental activities:

General government
Public safety
Public services
Library
Parks and recreation
Public health
Interest and fiscal charges

Total governmental activities
Business-type activities:
Water and Sewer

Solid Waste
Golf

Total business-type activities
Total

General revenues:
Property taxes
Sales taxes
Franchise fees
Mixed beverage and bingo tax
Hotel/motel taxes
Unrestricted interest earnings
Gain on sale of assets
Transfers in (out)

Total general revenues
Changes in net assets
Net assets-beginning
Net assets-ending

$

See accompanying notes to basic financial statements.

CITY OF RICHARDSON, TEXAS

Statement of Activities

Year ended September 30, 2010

Pr ogram revenues

Net (expense) revenune and changes in net assets

Operating Capital
Charges for grants and grants and Governmental Business-type
Expenses services contributions contributions activities activities Total

27,766,869 $ 3,110916 $ 218,842 § 63461 $ (24373,650) $ — $ (24,373,650)
44,317,660 8,398,383 301,919 533,749 (35,083,609) — (35,083,609)
26,651,979 1,956,461 -— 8,606,588 (16,088,930) -— (16,088,930)
4,099,175 183,636 37,081 20,852 (3,857,606) — (3,857,606)
14,507,394 3,290,850 47,500 918,902 (10,250,142) — (10,250,142)
1,460,038 263,624 37,066 - (1,159,348) — (1,159,348)
8,169,070 — —— — (8,169,070) — (8,169,070)
126,972,185 17,203,870 642,408 10,143,552 (98,982,355) — (98,982,355)
46,168,370 42,807,084 - 1,228,131 — (2,133,155) (2,133,155)
12,711,630 12,273,982 — —— — (437,648) (437,648)
2,294,425 1,535,859 — — — (758,566) (758,566)
61,174,425 56,616,925 — 1,228,131 - (3,329,369) (3,329,369)
188,146,610 $ 73,820,795 § 642,408 $ 11,371,683 (98,982,355) (3,329,369) (102,311,724)
58,104,525 — 58,104,525

24,967,161 — 24,967,161

12,274,990 - 12,274,990

391,823 — 391,823

2,712,966 — 2,712,966

332,401 73,343 405,744

13,471 89,758 103,229

(694,677) 694,677 —

98,102,660 857,778 98,960,438
(879,695) (2,471,591) (3,351,286)

129,420,317 76,552,378 205,972,695

128,540,622 §

74,080,787 $ 202,621,409
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CITY OF RICHARDSON, TEXAS

Balance Sheet — Governmental Funds

September 30, 2010
Other
Governmental
General Debt service Capital Fund Funds Total
Assets:
Cash and investments s 13,762,847 § 2,105,593 §$ 96456871 § 3,940,052 § 116,265,363
Receivables (net of allowances for
uncoliectibles of $2,563,602):
Taxes-Ad Valorem 1,029,303 — — — 1,029,303
Taxes-sales 1,764,762 — — - 1,764,762
Taxes-hotel ‘motel — — — 411,758 411,758
Trade accounts 2,715,610 — — 459,944 3,175,554
Interest 49,202 — 442,471 — 491,673
Intergovernmental 1,184 — 3,259,246 127.068 3,387,498
Other — 12.564 34,191 46,755
Due from Other Funds 88,005 — — — 88,005
Inventory of supplies, at cost 330,854 — — — 330,854
Prepaid items 86,176 — — 91,479 177,655
Deposits 117,500 — — — 117,500
Total assetls A 12945443 § 2.118.157 § 100,192,779 § 5030301 §$ 127,286,680
Liabilities and fund balances:
Liabilities:
Accounts payable $ 1,920,358 § — § 1,419,790 § 694,724 § 4,034,872
Developer’s participation payable — — 107,898 — 107.898
Retainage payable 2,274 — 588,935 27,208 618,417
Accrued liabilities 106,596 - — 72,193 178,789
Accrued interest — 514,555 — — 514,555
Due to Other Funds — — .- 88,005 88,005
Deferred revenue 1,783,037 — 3,221,633 788,849 5,793,519
Money held in escrow — — 293,989 62,742 356,731
Total liabilities 3,812,265 514,555 5,632,245 1,733,721 11,692,786
Fund balances:
Reserved for inventory 330,854 — — — 330,854
Reserved for prepaid items 86,176 — - 91,479 177,635
Reserved for encumbrances 313,101 — 10,122,931 303,286 10,739,318
Reserved for debt service — 1,603,602 — —- 1.603,602
Reserved for capital projects — 80,012,412 - 80,012,412
Unreserved, reported in Gencral fund 15,403,047 — — —_ 15,403,047
Special revenue funds —_ — — 2,901,815 2,901,815
Capital fund — — 4,425,191 — 4,425,191
Total fund balances 16,133,178 1,603,602 94,560,534 3,296,580 115,593,894
Total liabilities and fund balances  § 19945443 § 2,118,157 $ 100.192.779 $ 5,030,301
Amounts reported for governmental activities in the statement of net assets are different becausc:
Capital assets used in governmental activities are not financial resources and, thereforc, are not reported in the funds. 293,460,250
Other long-term assets are not available to pay for current-period expenditures and, thercfore, are deferred in the funds. 2,121,839
Internal Service Funds are used by management to charge the costs of central services and insurance to individual funds. -
A portion of the assets and liabilities of the internal service funds are included in governmental activities in the
Statement of Net Assets. 2,366,681
Long-term liabilities, including bonds payable, accrued interest, and related deferred charges, are not due and payable
in the current period and, therefore, are not reported in the funds. (see note 2(a)) (285.002,042)
Net assets of governmental activities § 128,540,622

See accompanying notes to basic financial statements.
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CITY OF RICHARDSON, TEXAS

Statement of Revenues, Expenditures and Changes in Fund Balances — Governmental Funds

Revenues:

General property taxes $

Franchise fees

Sales tax

Mixed beverage and bingo tax
Hotel/'motel taxes i
911 revenuc
Intergovernmental revenue
Licenses and permits
Fines and forfeitures
Interest revenuc

Civic center use

Eisemann center revenue
Recreation and leisure
Rents

Public safety
Contributions
Participation

Other revenue

General administration

Total revenues

Expenditures:

General government

Public safety

Public services

Library

Parks and recreation

Public health

General administration

Capital outlay

Debt service:
Principal retirement
Interest and fiscal charges
Payments for other obligations
Issuance costs

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses):
Transfers in
Transfers out
Issuance of certificates of obligation
Issuance of general obligation bonds
Issuance of refunding bonds
Issuance of other obligations
Premium/discount on bonds
Payment to refunded bond escrow agent
Insurance recoveries
Proceeds from sale of capital assets

Total other financing sources (uses)
Net change in fund balances

Fund balances — October 1

Fund balances — September 30 b

See accompanying notes to basic financial staternents.

Year ended September 30, 2010

Other
Governmental
General Debt service Capital Fund Funds Total

36,792,431 §  21,029.516 § — 3 263,052 § 58,084,999
12,274,990 — — — 12,274,990
24,967,161 — — — 24,967,161
391,823 — — —_ 391.823
—= e — 2,712,966 2,712,966
1,079,142 — — 442,342 1,521,484
43,039 — 3,942,439 960,030 4,945,508
1,465,813 — — — 1,465,813
3,891,149 — — 1,691,701 5,582,850
109,356 18,093 197,500 10,044 326,993
328,504 — — — 328,504
— - — 2,142,769 2,142,769
3,275,010 - — 3,275,010
20,976 — = 20.976
1,818,803 - — = 1,818,803
22,948 — 172,132 97,860 292,940

— — 170,954 — 170,954
644,290 — 181,842 59,698 885,830
6,745,132 — — — 6,745,132
93,870.567 21,039,609 4.664.867 8,380.462 127.955,505
23,625,923 — 248,371 4,484,092 28,358,386
36,200,308 — 150,984 1,841,336 38,192,628
14,668,740 - 3,944,010 — 18,612,750
3,155,563 - 282,646 89,247 3,527,456
10,330,345 — 727,589 123,371 11,181,305
1,271,740 —_ 3,566 22,740 1,298,046
— — 75,000 480.000 555,000
206,011 — 19,475,755 1,251,878 20,933,644
— 12,547,775 — — 12,547,775

27,214 9,029,376 6,710 = 9,063,300
560,562 273,956 393,250 — 1,227,808
— 195,307 645,238 — 840,545
90,046,406 22,046,414 25,953,159 8,292,664 146,338,643
3,824,161 (1,006,805) (21.288,292) 87.798 (18,383,138)
481,383 455,000 3,454,132 129,297 4,519,812
(4.221,361) - (248,974) (744,154) (5,214,489)
— 7,520,000 — 7,520,000

= — 60,665,000 — 60,665,000

s 18,440,000 — — 18,440,000

— — 1,123,710 1,123,710

— 1,269,620 6,108,231 — 7,377,851
— (19,501,560) — — (19,501,560)
72,609 — 55,116 — 127,725
132,581 — — 12.594 145,175
(3.534,788) 663,060 78,677,215 (602.263) 75,203,224
289,373 (343,745) 57,388,923 (514,465) 56,820,086
15,843,805 1,947,347 37.171,611 3,811,045 58,773,808
16,133,178 § 1,603,602 5 94,560,534 § 3,296,580 § 115,593,894

]
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CITY OF RICHARDSON, TEXAS

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund

Balances of Governmental Funds to the Statement of Activities
Year ended September 30, 2010

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

Net change in fund balances — total governmental funds

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of these assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation expense in the current
period. (note 2(b)).

The net effect of the sales of capital assets decreased net assets.

Revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds.

The issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net assets. Also, governmental funds
report the effect of issuance costs, premiums, discounts and similar items when
debt is originally issued, whereas these amounts are deferred and amortized in
the statement of activities. This amount is the net effect of these differences
in the treatment of long-term debt and related items. (note 2(b))

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds. (note 2(b))

Internal service funds are used by management to charge the costs of central
services and insurance to individual funds. The net expense of certain activities
of the Internal Service Funds is reported with governmental activities.

Change in net assets of governmental activities

See accompanying notes to basic financial statements.

$

$

56,820,086

3,484,516
(120,816)

5,430,192

(60,345,081)

(6,196,623)

48,031

(879,695)




Assets

Cash and investments
Receivables (net of allowances):
Trade accounts
Other
Intergovermental Receivable
Interest
Inventory of supplies, at cost
Prepaid items
Restricted assets:
Cash and investments
Interest receivable
Other receivable

Total current assets

Capital assets:
Land
Improvements
Buildings
Water and Sewer System

Vehicles, machinery and equipment

Total capital assets

Less accumulated depreciation

Construction in progress
Net capital assets

Deferred charges

Total noncurrent assets

Total assets

Statement of Net Assets — Proprietary Funds

3

$

CITY OF RICHARDSON, TEXAS

September 30. 2010

Business-Type Activities-Enterprise Funds

Governmental
Activities-
Water and Solid Internal
Sewer Fund Waste Fund Golf Fund Total Service Funds
8,172940 § 2,256,750 § 208818 $ 10,635,508 § 3,288,067
5,252,352 1,051,058 27,004 6,330,414 —
74,226 332,441 406,667 257,777
2,000 4,000 - 6.000 —
3,600 — — 3,600 -
76,003 30,457 — 106,460 214,723
117 352 469 1,851
16,860,945 4,865,935 54,049 21,780,929 —
900 - —_ 900
8.819 3.048 2,054 13,921 —
30,451.902 8,544,041 291,925 39.287.868 3.762.418
357,950 65,560 119,329 542,839 56,011
37,371 9,066,719 9,104,090 23,023
7,698,645 — 791641 8,490.286 259,990
177,996,579 — — 177,996,579 —
15,369,327 9,246,563 1,030.338 25,646,228 268,859
201,422,501 9,349,454 11.008,027 221,780,022 607,883
(107,180,395) (6,276.607) (5,107,816) (118,564,818) (550,834)
3.990,522 19,068 — 4,009,590 —
98.232,628 3,091,955 5,900,211 107,224,794 57,049
616,644 67,366 44,007 728,017 —
98.849,272 3.159,321 5.944,218 107,952,811 57,049
129,301,174 $ 11,703,362  $ 6,236.143 § 147,240,679 $ 3,819,467

(Continued)



Liabilities and Net Assets

Current liabilities:
Accounts payable
Accrued liabilities
Accrued interest
Unpaid claims liabilities
Current maturities of bonds, leases and
contractual obligations
Compensated absences
Workers' compensation liability
Current liabilities payabic from restricted assets:
Accounts payable
Retainage payable
Deposits
Accrued liabilities

Tortal current liabilities

Noncurrent liabilities:
Bonds. leases and contractual obligations
Arbitrage rebate liability
Post-employment benefits
Compensated absences

Total noncurrent liabilities

Total liabilities

Net assets:
Invzsted in capital assets, net of related debt
Restricted for:
Capital projects
Debt service
Unrestricted

Total net assets

Adjustment to reflect the consolidation of Internal Service Fund activities related to Enterprise Funds

Net assets of business-type activities

See accompanying notes to basic financial statements.

$

September 30, 2010

CITY OF RICHARDSON, TEXAS
Statement of Net Assets — Proprietary Funds

Business-Type Activities-Enterprise Funds

Governmental

Activities-
Water and Solid Internal

Sewer Fund Waste Fund Golf Fund Total Service Funds
1,748,308 § 51,652 $ 20,652 § 1.820,612 § 196,238
116,282 40,714 156,996 —
332,057 44.406 58,574 435,037 —
— — — - 700,000
2,841.449 804,208 379.337 4,024,994 —
97,833 42,865 13,094 153,792 3.435
512 70,398 432 71,342 —
355,114 64,311 419,425 -
65,223 — — 65,223 —
2,390,188 — ~— 2,390,188 —
14,888 — - 14,888 —
7,961,854 1,118,554 472,089 9.552,497 899,673
49,558.434 6,222,216 4,719.559 60,500.209 —
26.792 - — 26.792 -
1,222 374 730.21u 367,271 2,319,855 158,403
717,445 314,345 96.020 1,127,810 27,439
51,525.045 7.266,771 5,182.850 62,974,666 185.842
59,486,899 8,385,325 5,654.939 73.527,163 1,085,515
53,634.438 (884,733) 801,315 53,551,020 57,049
1,802,365 880 - 1,803,245 —
404.620 73.792 56,103 534,515 —
13,972,852 4.128.098 (276.214) 17.824.736 2,676,903

69.814.275 § 3.318,037 § 581,204 73,713.516 $ éﬂi

367.271
$
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Operating revenues:
Water sales
Sewer service
Penalties
Service fees (other)
Antenna rentals
Meter fees
Solid waste fees
Golf course fees
Golf course restaurant
Charges for services
City and employee contributions
Intergovernmental revenue
Miscellaneous

- Total operating revenue

Operating expenses:
Personal services
Premiums
Professional and technica) services
Property services
Other purchased services
Insurance claims
Purchase of water
Purchase of sewage treatment
Solid waste charges
General administration
Franchise fees
BABIC program
Supplies
Depreciation

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses):
Interest revenue
Interest expense and fiscal charges
Transfers in
Gain from disposal of capital assets

Total nonoperating revenues
(expenses)

Income (loss) before contributions
Capital contributions

Change in net assets
Total net assets — October 1
Total net assets — September 30

$

$

CITY OF RICHARDSON, TEXAS

Statement of Revenues, Expenses and Changes in Fund Net Assets —~ Proprietary Funds

Year ended September 30, 2010

Business-Type Activities-Enterprise Funds

Adjustment to reflect the consolidation of Internal Service Fund activities related to Enterprise Funds

Change in net assets of business type activities

See accompanying notes to basic financial statements.

$
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(2.471.591)

Governmental
Activities-
Water and Solid Internal
Sewer Fund Waste Fund Golf Fund Total Service Funds
26.490906 $ = 5 $ 26490906 §$
15,389.382 — 15,389.382 —
401,644 — — 401,644 —
47.989 — 47,989
321.210 - — 321,210 -
24,777 — — 24777 —==
- 11,502,349 11,502,349
= = 1,494,288 1,404 288 ==
= = 36,346 36,346 —
— - — - 557,388
80,594 47,784 4,440 132,818 9,442,177
9,253 10,656 514 20,423 75,674
4].329 713,193 271 754,793 17
42.807.084 12,273,982 1.535.859 56,616.925 10,075,256
6,286,402 4,477,947 1.078.072 11,842,421 541,026
— - - - 357,727
607,973 39,711 50,325 698,009 549,668
2.652,834 93,119 85,499 2,831,452 93,405
716,804 271,069 79,531 1,067,404 64,354
— - — — 8,349,927
12,418,507 - — 12,418,507 —
9,160,410 — - 9,160,410 —
3,760,319 — 3,760,319 —
3,996,523 2,102,373 91,236 6,190,132 ==
2,094,014 575,117 — 2,669,131 —
466,666 — — 466,666 —=
1,162,334 361,637 324,017 1.847.988 15.225
5.557.010 912,555 447,918 6.917.483 2,077
45,119.477 12,593,847 2,156,598 59,869,922 9.973.409
(2,312,393) (319,865) (620.739) (3.252.997) 101,847
66,629 6,420 294 73.343 5,391
(1,077,774) (142,334) (143,602) (1,363,710) —
— — 694,677 694,677 =
34.546 53,857 1.355 89,758
(976.599) (82,057) 552,724 (505,932) 5,391
(3,288.992) (401,922) (68,015) (3,758,929) 107,238
1,228.131 — — 1,228,131 —
(2,060,861) (401,922) (68,015) (2,530,798) 107,238
71.875.136 3,719,959 649,219 76,244,314 2,626,714
69.814,275 § 3.318.037 § 581,204 $ .=_2.L952—
59,207



CITY OF RICHARDSON, TEXAS
Statement of Cash Flows — Proprietary Funds
Year ended September 30, 2010

Business-Type Activitics-Enterprise Funds
GI‘V\-I 1
Activities-
Water and Solid Internal
Sewer Fund Waste Fund Golf Fund Total Service Funds
Cash flows from operating activities:
Cash received from customers $ 42,146,188 § 12,300,130 £ 1,567,914 § 56,014,232 § —
Cash received from service users — — - — 585,761
Cash received from city, employ<e and other contributions — — — — 9,488,433
Cash payments for goods and services (33,385.628) (7,000,105) (632,956) (41.018,689) —
Cash payments to employees (5.903.408) (4,132.649) (931,921) (10,967,978) (527,545)
Cash payments for premiums and other operating expenscs — = = — (1,191.555)
Cash payments for claims =t == — — (8,517.646)
Cash received from miscellaneous revenues 48.582 — 271 48.853 —
Net cash provided by (used for) operating activities 2,905.734 1.167.376 3,308 4.076.418 (162.552)
Cash flows from noncapital financing activities:
Transters from other funds — — 694,677 694,677 —
Net cash provided by noncapital financing activities ~— — 694.677 694,677 —
Cash flows from financing activities:
Net proceeds from sale of capital assets 35,520 53,857 1,355 90,732 —
Bond proceeds. other obligations, and accrued interest 7,626,022 3,953,478 25,378 11,604,878 e
Acquisition and construction of capital assets (3.617.882) (842.,486) (165,626) (4,625,994) -
Decrease in retainage payable (134,232) —_ it (134,232)
Principal paid on debt (2,782,567) (829.548) (340,000) (3,952,115) -
Interest paid on debt (1,880,799) (138,187) (150,567) (2,169,553) -
Fiscal charges and bond escrow payments (144.101) (2.180) (142.978) (289,259) —
Net cash provided by (used for) capital and related
financing activities (898.039) 2,194,934 (772.438) 524.457 -
Cash flows from investing activities:
Purchase of investment sccurities (6,007.310) — — (6.007,310) -
Proceeds from sale and marurities of investments 5,251.564 1,512,075 - 6,763,639 —
Interest received on investments 76.354 31.888 204 108,536 6.290
Net cash provided by (used for) mvesting activities (679.392) 1,543.963 294 864.865 6.290
Net increase (decrease) in cash, restricted cash, and
cash equivalents 1,328,303 4,906,273 (74,159) 6,160,417 (156,262)
Cash, restricted cash, and cash equivalents, October 1 17.698.381 2216412 337,026 20,251,819 3.444.329
Cash, restricted cash, and cash equivalents, September 30 $ 19026684 $ 7.122.685 § 262867 $ 26412236  $ 3.288.067
30 {Continued)



CITY OF RICHARDSON, TEXAS
Staternent of Cash Flows — Proprietary Funds
Y car ended September 30, 2010

Reconciliation of operating income (loss) ta net cash provided by
operating activities:
Operating income (loss) S

Adjustments to reconcile operating income (loss) to nct cash
provided by operating activities:
Depreciation
Provision for uncollectible accounts
Changes in assets and liabilities:
(Increase) decrease in trade accounts receivable (gross)
(Increase) decrease in other receivables
(Increase) decrease in inventory of supplies, at cost
Decrease in prepaid items
Increase (decrease) in accounts payable
Increase in deposits payable from restricted assets
Increase in unpaid claims liabilities
Increase (decrease) in compensated absences
Increase (decrease) in workers compensation
Increase in post-employment benefits
Decrease in accrued liabilities

Total adjustments .
Net cash provided by (uscd for) operating activities §

Noncash investing, capital, and fiancing activities:
Contributions of capital asscts from public $

Reconciliation of cash, restricted cash, and cash equivalents to the
statement of net assets:
Total unrestricted cash and investments per the statcment of
net assets b3
Total restricted cash and investments per the statement of net assets

Total cash and investments per the statement of net assets
Less investments not meeting the definition of cash equivalents

Cash, restricted cash and cash equivalents
at September 30, 2010 $

See accompanying notes to basic financial statemnents.

Type Activities-Enterprisc Funds
GUVCI 1
- Activities-
Water and Solid Internal
Sewer Fund Waste Fund Golf Fund Total Service Funds
(2.312.393) (319,865) 8 (620.739) (3.272997) S 101,847
5,557,010 912.555 447918 6,917,483 2,077
(17.062) (5,417) — (22.509) —
(622,149) 31,127 32,326 (558.696) —
134,144 132,520 - 266,664 (214.772)
24,703 (8.766) - 15,937 (45,199)
154 356 — 510 24479
(293.489) 79,129 (2,348) (216,708) (44,464)
37,114 — — 37,114 —
16,686 (13,837) 9.685 12,534 (29.029)
(211) 49458 432 49.679 —
487,244 382,593 152,964 1,022,801 51.17
(106.017) (72.447) (16.930) (195.394) (9,208)
5.218,127 1,487.241 624.047 7.329.415 (264.399)
2,905,734 1.167.376 _ $ 3,308 4076418 § (162.552)
. e ————
1,228,131 — S — 1228131 § —
Governmental
Activities-
Water and Solid Internal
Sewer KFund Waste Fund Golf Fund Total Service Funds
8,172,940 2,256,750 § 208.818 10,638,508 § 3,288.067
16,860,945 4.865.935 54.049 21,780.929 —
25,033.885 7,122,685 262,867 32,419.437 3,288,067
(6.007.201) — = (6.007.201) ==
19,026,684 7.122,685 S 202,867 26.412.236  § 3.288.067
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CITY OF RICHARDSON, TEXAS
Notes to Basic Financial Statements

September 30, 2010

Summary of Significant Accounting Policies

(@)

®)

Reporting Entity

The City of Richardson, Texas (the City)is a municipal corporation governed by an elected
seven-member council and a mayor who is selected from among the council members by a vote of
the council. As required by accounting principles generally accepted in the United States of America,
these financial statements present the financial condition and results of operations and activities of
the City for which it is considered to be financially accountable.

The accounting and reporting policies of the City relating to the funds included in the accompanying
basic financial statements conform to accounting principles generally accepted in the United States
of America and applicable to state and local governments. These include those principles prescribed
by the Governmental Accounting Standards Board (GASB) and the American Institute of Certified
Public Accountants as published in dudits of State and Local Governments. In addition, the City has
elected to apply only those Financial Accounting Standards Board (FASB) pronouncements issued
before November 30, 1989 to its enterprise fund activities, as allowed in Section P80 of GASB’s
Codification of Governmental Accounting and Financial Reporting Standards.

Blended Component Unit. Richardson Improvement Corporation (RIC) is a nonprofit corporation
that serves the citizens of the City by improving municipal parks and recreational facilities throngh
land acquisition and the development of parks. The City provides all financial support to RIC and all
members of its governing board are appointed by City Council. Because the services that RIC
provides exclusively benefits the City and the RIC operations are so intertwined with those of the
City, RIC is in substance a department of the City and has been blended into the City’s financial
statements in the Other Governmental Funds category and reported as a Special Revenue Fund.
Audited financial statements for RIC may be obtained by writing City of Richardson, Attn: Finance
Director, PO Box 830309, Richardson, TX 75083-0309.

Implementation of New Accounting Principles

For fiscal year 2009-2010, the City has implemented the following new statements of financial
accounting standards issued by the Governmental Accounting Standards Board.

Statement No. 51, Accounting and Financial Reporting for Intangible Assets
Statement No. 53, Accounting and Financial Reporting for Derivative Instruments
Statement No. 58, Accounting and Financial Reporting for Chapter 9 Bankruptcies

GASB Statement No. 51 establishes accounting and financial reporting requirements for intangible
assets. The implementation of this statement has no effect on the City’s financial statements at this
time.

GASB Statement No. 53 addresses the recognition, measurement and disclosure of information
regarding derivative instruments. The City does not have any instruments that qualify as derivative
instruments. Therefore this statement has no effect on the City’s financial statements at this time.

32 (Continued)
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CITY OF RICHARDSON, TEXAS
Notes to Basic Financial Statements
September 30, 2010

GASB Statement No. 58 establishes accounting and financial reporting guidance for governments
that have petitioned for protection from creditors by filing for bankruptcy under Chapter 9 of the
United States Bankruptcy Code. Implementation of this statement has no effect on the City’s
financial statements.

Basis of Presentation
Government-Wide Statements

The two government-wide financial statements, the Statement of Net Assets and the Statement of
Activities, report information on all the activities of the City. Governmental activities, which include
those activities primarily supported by taxes or intergovernmental revenue, are reported separately
from business-type activities, which generally rely on fees and charges for support. As a general rule,
the effect of interfund activity has been eliminated from the government-wide financial statements.

The Statement of Activities demonstrates the extent to which the direct expenses of a given program
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
program. Program revenues include charges to customers and applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given program. They also include
operating grants, capital grants, and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Taxes and other items not included among program
revenues are reported as general revenues.

Fund Financial Statements

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

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

General Fund. The General Fund is the main operating fund of the City. The fund is used to account
for all the financial resources that are not accounted for in other funds. All general tax revenues and
other receipts that are not restricted by law or contractual agreement to some other fund are
accounted for in this fund. General operating expenditures, fixed charges and capital improvement
costs that are not paid through other funds are paid from the General Fund.

Debt Service Fund. The Debt Service Fund is used to account for the accumulation of financial
resources for the payment of principal, interest and related costs on general long-term debt paid
primarily from taxes levied by the City. The fund balance of the Debt Service Fund is reserved to
signify the amounts that are restricted exclusively for debt service expenditures.
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CITY OF RICHARDSON, TEXAS
Notes to Basic Financial Statements

September 30, 2010

Capital Fund. The Capital Fund is used to account for funds expended for capital improvements,
including streets and thoroughfares, parks and other recreational facilities, buildings and public
facilities, and drainage improvements, and for the purchase of capital equipment. Funding sources
include the proceeds of general obligation bonds and certificates of obligation issued by the City, as
well as intergovernmental revenues and contributions.

Proprietary funds are accounted for using the economic resources measurement focus and the
accrual basis of accounting. The accounting objectives are determinations of net income, financial
position and cash flows. All assets and liabilities of the proprietary funds are included in the
Statement of Net Assets. The City has presented the following major proprietary funds:

Water and Sewer Fund. The Water and Sewer Fund is used to account for the provision of water
and sewer services to the residents of the City. Activities of the fund include administration, billing
and collection activities, and the operations, maintenance, and construction of the water and sewer
systems. The fund also accounts for the accumulation of resources for and the payment of long-term
principal and interest for water and sewer debt. All costs are financed through charges to utility
customers with rates reviewed regularly and adjusted if necessary to ensure the integrity of the
system.

Solid Waste Fund. The Solid Waste Fund is used to account for the operations of solid waste
collection and disposal and recycling services provided to the residents of the City. The fund also
accounts for the accumulation of resources for and the payment of long-term principal and interest
for solid waste debt. All costs are financed through charges to the utility customers.

Golf Fund. The Golf Fund is used to account for the operations and maintenance of the City’s golf
course. The fund also accounts for the accumulation of resources for and the payment of long-term
principal and interest for golf debt. Revenues are generated through fees charged to users. The Golf
Fund did not meet the criteria for a major fund this year; however, because of its importance to the
financial statements and consistency, the City continues to present it as a major fund.

The City also reports Internal Service Funds that are used to account for warechouse, mail services,
and records management operations provided to City departments, and health insurance provided to
employees and dependents.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. Operating expenses for the
proprietary funds include the cost of personal and contractual services, supplies, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.
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Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Enterprise and Internal Service Funds consider all
highly liquid investments (including restricted assets) with maturity of three months or less when
purchased to be cash equivalents. Because the City, at its option, can withdraw amounts within a
24-hour period from TexPool, TexSTAR, Federated and Invesco Money Market Mutual Funds, these
investments are also considered to be cash equivalents.

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus
applied.

The government-wide statements and fund financial 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 noncurrent) are
included on the Statement of Net Assets and the operating statement presents increases
(revenues) and decreases (expenses) in net total assets. Under the accrual basis of accounting,
revenues are recognized when earned, including unbilled water, sewer, and solid waste collection
services. Expenses are recognized at the time the liability is incurred.

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, that is,
when they are “measurable and available.” “Measurable” means the amount of the transaction can be
determined, and “available” means collectible within the current period. The City considers all
revenues available if they are collected within the current period or soon enough thereafter to be used
to pay liabilities of the current period. A 30 day availability period is used for revenue recognition
for all governmental fund type revenues, except fines and forfeitures, which are accrued using a
45 day availability period, and for grants, which are accrued using a one year availability period.
Expenditures are recorded when the related fund liability is incurred, except for outstanding principal
and interest on general long-term debt which is recognized when due, and certain compensated
absences, post-employment benefits, and claims and judgments, which are recognized when the
obligations are expected to be liquidated with expendable available financial resources.

Those revenues susceptible to accrual are property taxes, franchise fees, hotel/motel taxes, sales tax
revenues, fines and forfeitures, and interest revenue. Licenses and permits, recreation and leisure
fees, public safety, and other revenues are not susceptible to accrual because generally they are not
measurable until received in cash.

The City reports deferred revenue in its governmental funds. Deferred revenues arise when potential
revenue does not meet both the “measurable” and “available” criteria for recognition in the current
period. Deferred revenues also arise when the City receives resources before it has a legal claim to
them, as when grant moneys are received prior to the incidence of qualifying expenditures. In
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subsequent periods, when both revenue recognition criteria are met or when the City has a legal
claim to the resources, revenue is recognized.

Grant revenue is recognized as revenue as soon as all applicable eligibility requirements have been
met.

Assets, Liabilities and Net Assets
Deposits and Investments

The City maintains a cash and investment pool that is available for use by all funds.

The Legislature for the State of Tcxas has cnacted and regularly amends the Public Funds Investment
Act (Investment Act) that governs items such as investment strategies and policies, training for
investment officers, quarterly reporting, and types of investments allowed. The City has developed
an Investment Policy that is annually reviewed and approved through resolution by the City Council
that is in compliance with the Investment Act. Accordingly, the City is authorized to invest in
(1) obligations of the United States or its agencies and instrumentalities, including letters of credit;
(2) direct obligations of the State of Texas or its agencies and instrumentalities; (3) obligations of
state agencies, cities, and other political subdivisions of any state rated as to investment quality by a
nationally recognized investment rating firm not less than “A” or its equivalent, and other
obligations, the principal and interest of which are unconditionally guaranteed or insured by the State
of Texas, or the United States, or its instrumentalities; (4) Joint Investment Pools of political
subdivisions in the State of Texas, which comply with the guidelines stated in the City’s investment
policy; (5) Certificates of Deposit issued by state or national banks and credit unions domiciled in
Texas that are guaranteed or insured by the Federal Deposit Insurance Corporation or secured by
obligations mentioned above; (6) fully collateralized direct repurchase agreements having a defined
termination date; and (7) no-load money market mutual funds, regulated by the Securities and
Exchange Commission, with a dollar-weighted average stated maturity of 90 days or fewer, and
includes in its investment objectives the maintenance of a stable net asset value of $1 for each share.

The City is not authorized by its investment policy to invest in banker’s acceptances, “bond” mutual
funds, collateralized mortgage obligations of any type, and commercial paper, with the exception
that the City may invest in local government investment pools and money market mutual funds that
have commercial paper as authorized investments.

Investment activities are conducted through the depository bank. The City’s safekeeping agent holds
all securities in the City’s name.

For fiscal year 2010, the City invested in U.S. Agencies, U.S. Treasuries, TexPool, TexSTAR,
Federated, Invesco Money Market Funds, and Certificates of Deposits. The City records all interest
revenue related to investment activities in the respective funds.

The City accounts for its investments in accordance with GASB Statement No. 31, Accounting and
Financial Reporting for Certain Investments and for External Investment Pools. Investments that
have a remaining maturity at the time of purchase of over one year are recorded at fair value based
on quoted market prices. Fair value is the amount at which a financial instrument could be
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exchanged in a current transaction between willing parties. Investments with a remaining maturity at
time of purchase of one year or less are recorded at amortized cost. For these investments, amortized
cost approximates fair value.

TexPool and TexSTAR were created to conform to the Interlocal Cooperation Act, Chapter 791 of
the Texas Government Code, and the Public Funds Investment Act, Chapter 2256 of the Texas
Government Code. The fair value of positions in TexPool or TexSTAR is the same as the value of
the pool shares.

For TexPool, the State’s Comptroller of Public Accounts is the sole officer, director, and shareholder
of the Texas Treasury Safekeeping Trust Company (Trust Company), which is authorized to operate
TexPool. Pursuant to the TexPool participation agreement, administrative and investment services to
TexPool are provided by Federated. The Comptroller maintains oversight of the services provided by
TexPool. The TexPool Advisory Board, composed equally of participants in TexPool and other
persons who do not have a business relationship with TexPool, acts as advisor on TexPool’s
Investment Policy.

JPMorgan Chase Asset Management (USA), Inc. (JPMCAM)and First Southwest Asset
Management, Inc. (FSAM) serve as co-administrators for TexSTAR under an agreement with the
TexSTAR board of directors (the Board). The Board is composed of five members, three are
representatives of participants in TexSTAR and the other two members are designated by each of the
co-administrators. The Board manages the business and affairs of TexSTAR in accordance with its
bylaws.

Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds” (the current portion of
interfund loans) or “advance to/from other funds” (the noncurrent portion of interfund loans). Any
residual balances outstanding between governmental activities and business-type activities are
reported in the government-wide financial statements as “internal balances.”

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on
October 1 and are due and payable on or before January 31 of the following year. All unpaid taxes
become delinquent February 1 of the following year. The City bills and collects its own property
taxes. City property tax revenues are recognized in the period for which they are collected. An
allowance is established for delinquent taxes to the extent that their collectibility is improbabile.

The Statutes of the State of Texas do not prescribe a legal debt limit; however, Article XI, Section 5
of the Texas Constitution applicable to cities with a population of more than 5,000, limits the ad
valorem tax rate to $2.50 per $100 assessed valuation. The City operates under a Home Rule Charter
that also imposes a limit of $2.50 per $100 assessed valuation. For the year ended September 30,
2010, the City had a tax margin of $1.92484 per $100 assessed valuation based upon the maximum
rates described above.
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Inventories and Prepaid Items
Inventory of Supplies

Inventory consists primarily of supplies, valued at cost, which approximates market. Cost is
determined using a weighted average method. The cost of inventories is recorded as
expenditures/expenses when consumed rather than when purchased. Accordingly, fund balance is
reserved for an amount equal to inventory to signify those funds are not available for expenditure.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items and are offset by a reservation of fund balance.

Restricted Assets

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

Capital Assets

Capital assets, including public domain assets such as roads, bridges, curbs and gutters, streets and
sidewalks, drainage systems, water and sewer systems, and lighting systems, are recorded in the
applicable governmental or business-type activities columns in the government-wide financial
statements and in the fund financial statements of the proprietary funds. All assets are recorded at
historical cost or estimated historical cost if actual historical cost is not available. Donated capital
assets are recorded at their estimated fair value at the date of donation. The City capitalizes net
interest costs as part of the cost of constructing various water and sewer projects when material. In
fiscal year 2010, $796,185 in net interest costs were capitalized in the Water and Sewer Fund. The
cost of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized, but are recorded as expenditures/expenses as incurred.

Assets are capitalized that have an original cost of $5,000 or more and an estimated useful life of
more than one year. Depreciation has been calculated on each class of depreciable property using the
straight-line method, with one-half year’s depreciation in the year of acquisition. Estimated useful
lives are as follows:

Land improvements 10 - 20 years
Water and Sewer System 10 — 40 years
Buildings 10 - 50 years
Other improvements 5 —50 years
Infrastructure 10 — 40 years
Vehicles, machinery and equipment 3 - 20 years
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Asset Impairments and Insurance Recoveries

The City has recorded insurance recoveries related to the impairment of capital assets as Program
Revenue at the government-wide level, as Other Financing Sources in the Governmental Funds and
as Other Nonoperating Revenues in the Enterprise Funds. For the year ended September 30, 2010,
the City received $127,725 in insurance recoveries.

Compensated Absences

The City allows employees to accumulate unlimited unused sick leave. Earned vacation time is
generally required to be used within one year of accrual, although the City allows employees to carry
up to 20 days of vacation time into the next year. Upon termination, the City pays nonretirees up to
22 days of accumulated sick leave and pays retirees up to 90 days of accumulated sick leave. Sick
leave in excess of the 22-day maximum is not paid upon termination to nonretirees and will be paid
only upon illness while in the employment of the City. Any accumulated vacation that was not taken
due to work-related assignments is paid upon termination, with authorization by the City Manager or
his designee.

Post-Employment Benefits

The City provides post-employment healthcare benefits to all employees who retire from the City.
All employees who are vested in the City’s pension plan, Texas Municipal Retirement System
(TMRS), are eligible for these benefits with 25 years or more of service, regardless of age, or at age
60 and above. Coverage is also available to dependents or surviving spouses of retirees. The City
subsidizes medical, dental, and hospitalization costs incurred by retirees and their dependents.
Recommendations for plan benefits are presented to City Council for their approval during the
annual budget process. The City’s plan qualifies as a single-employer, defined benefit plan.
Complete details of the plan are listed in note 4(d).

Long-Term Obligations

General Obligation Bonds and other debt issued for the general government capital projects and
acquisitions that are to be repaid from tax revenues of the City are recorded in the governmental
activities column in the government-wide Statement of Net Assets. Debt issued to fund capital
projects and acquisitions in the proprietary funds are recorded in the business-type activities column
in the government-wide Statement of Net Assets and in the proprietary fund Statement of Net Assets.
Bond premiums and discounts as well as issuance costs and gains/losses on refunded debt
obligations are deferred and amortized over the life of the bonds using the effective interest method
in the government-wide financial statements and in the proprietary funds. Bonds payable are
reported net of the applicable bond premium, discount, and deferred loss. Issuance costs are reported
as deferred charges.

In the governmental funds, bond premiums, discounts, and issuance costs are recognized during the
current period. Bond proceeds are reported as other financing sources, as are any applicable premium
or discount. Issuance costs are reported as debt service and capital fund expenditures.
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Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets,
net of related debt, consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balance of any debt used for the acquisition, construction or improvements of those
assets, and net of any unspent debt proceeds. The government-wide statement of net assets reports
$22,179,587 of restricted net assets for governmental activities, of which $3,296,580 is restricted by
enabling legislation.

(2) Reconciliation of Government-Wide and Fund Financial Statements

(a) Explanation of Certain Differences between the Governmental Funds Balance Sheet and the
Government-Wide Statement of Net Assets

The governmental funds Balance Sheet includes a reconciliation between fund balances — total
governmental funds and net assets — governmental activities as reported in the government-wide
Statement of Net Assets. One element of that reconciliation explains that “long-term liabilities,
including bonds payable, accrued interest, and related deferred charges, are not due and payable in
the current period and therefore are not reported in the funds.” The details of this $285,002,042
difference are as follows:

Bonds payable $ 244,561,083
Notes payable and other contractual obligations 8,105,379
Less issuance discount (to be amortized as interest expense) (63,314)
Add issuance premium (to be amortized as interest expense) 12,512,931
Less loss on refunding (to be amortized as interest expense) (3,483,156)
Less deferred charges for issuance cost (to be amortized as fiscal charges) (2,542,666)
Accrued interest payable 2,149,641
Post-employment liability 14,577,927
Compensated absences 8,730,931
Workers’ compensation liability 210,780
Arbitrage rebate liability 242,506

Net adjustment to reduce the fund balances — total
governmental funds to arrive at net assets —
governmental activities $ 285,002,042
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Explanation of Certain Differences between the Governmental Funds Statement of Revenues,
Expenditures, and Changes in Fund Balances and the Government-Wide Statement of Activities

The governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances
includes a reconciliation between net change in fund balances — total governmental funds and
changes in net assets of governmental activities as reported in the government-wide Statement of
Activities. One element of this reconciliation explains that the “Governmental funds report capital
outlays as expenditures. However, in the Statement of Activities, the cost of those assets is allocated
over their estimated useful lives and reported as depreciation expense.” The details of this
$3,484,516 difference are as follows:

Capital outlay $ 20,933,644

SRR

Depreciation expense (17,449,128)

Net adjustment to decrease net change in fund balances —
total governmental funds to arrive at changes in
net assets of governmental activities $ 3,484,516

Another element of the reconciliation states “the issuance of long-term debt (e.g., bonds, leases, and
notes) provides current financial resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net assets. Also, governmental funds report the effect of
issuance costs, premiums, discounts, and similar items when debt is originally issued, whereas these
amounts are deferred and amortized in the Statement of Activities.” The details of this $60,345,081
difference are as follows:

Debt issued or incurred:

General obligations, certificates of obligations, and refunding bonds $ 86,625,000
Notes payable and other contractual obligations 1,123,710
Add premium 7,377,851
Less:
Issue costs (840,545)
Payment to escrow agent for refunding (663,792)
Principal repayments:
General obligation bonds (5,672,775)
Refunded general obligation bonds (19,501,560)
Certificates of obligation (6,875,000)
Notes payable (1,227,808)

Net adjustment to increase net changes in fund balances —
total governmental funds to arrive at changes in net
assets of governmental activities $ 60,345,081
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Another element of the reconciliation states, “Some expenses reported in the Statement of Activities
do not require the use of current financial resources and therefore are not reported as expenditures in
governmental funds.” The details of this $6,196,623 difference are as follows:

Amortization of bond premium $ 501,549
Amortization on bond discount (4,568)
Amortization of issuance costs (192,869)
Amortization of loss on refunded bonds (237,262)
Accrued interest (581,358)
Post-employment benefits (6,257,624)
Compensated absences (253,283)
Workers’ compensation expense 83,847
Arbitrage rebate 744,945

Net adjustment to decrease net changes in fund balances —
total governmental funds to arrive at changes in net
assets of governmental activities $ (6,196,623)

(3) Detailed Notes
(a) Deposits and Investments
Deposits — The City maintained the following deposit balances:

Bank balance Book balance
Financial institution:
Frost — City $ 2,097,843 §$ 567,950
Frost —RIC 78,107 77,432
Petty cash — 13,090
U.S. Bank 561 561
Total $ 2,176,511 $ 659,033
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Investments — The City maintained the following investment balances at year-end:

Weighted
average
maturity
Fair value (years)
Investment type:

Federal Home Loan Bank — Bonds $ 32,057,376 0.07
TexPool 27,283,817 0.02
TexSTAR 24,986,606 0.02
Federal National Mortgage Assoc. — Bonds 24,627,959 0.05
Federal Home Loan Mortgage Assoc. - Bonds 16,829,696 0.03
Federal Farm Credit — Bonds 6,013,422 —
Federal Home Loan Mortgage Assoc. - Discount Note 5,998,054 —
Federated Government Agency Money Market Fund 5,769,222 —
Invesco Government Agency Money Market Fund 3,549,881 —
Federal National Mortgage Assoc. — Discount Note 3,004,157 —
Federated Treasury Money Market Fund 649,705 —
Invesco Treasury Money Market Fund 384,713 —
Victory Federal Money Market Fund 109,847 —
U. S. Bank 49,379 —

Total fair value $ 151,313,834

Portfolio weighted average maturity 0.19

Credit Risk — Investments. The City’s investment policy requires that joint investment pools
maintain a continuous rating no lower than AAA or AAA-m or an equivalent rating by at least one
nationally recognized rating agency, and that obligations of states, agencies, cities, or other political
subdivisions of any state be rated no less than A or an equivalent rating by at least one nationally
recognized rating agency. The City’s investment policy has no other restrictions relating to credit
ratings that would limit its investment options. Standard & Poor’s has rated investments in Federal
Home Loan Bank, Federal National Mortgage Assoc., Federal Home Loan Mortgage Assoc. and
Federal Farm Credit Bank as AAA as of September 30, 2010. Standard & Poor’s has rated
investments in TexPool, TexSTAR, Invesco Money Market Funds, Federated Money Market Funds
and Victory Money Market Fund as AAA-m as of September 30, 2010.

Custodial Credit Risk — Deposits. For deposits, custodial credit risk is the risk that in the event of a
bank failure, the City’s deposits may not be returned to it. The City’s investment policy follows state
statutes, which require that all deposits in financial institutions be fully collateralized or insured. For
investments, custodial credit risk is the risk that in the event of the failure of a 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. The City’s investment policy requires that all investments held by
outside parties for safekeeping be held in the name of the City. The City was not exposed to any
custodial credit risk at year-end.
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Interest Rate Risk — Investments. In accordance with its investment policy, the City manages its
exposure to declines in fair values by limiting the weighted average maturity of its investment
portfolio to one year or less under normal market conditions, with a three-year maximum weighted
average maturity.

Concentration of Credit Risk — Investments. The City’s investment policy does not place a limit
on the amount the City may invest in a single issuer, except that the City may not invest more than
20.0% in an individual investment pool or money market mutual fund. At September 30, 2010, the
City’s direct investments are in the Federal Home Loan Bank, Federal Home Loan Mortgage
Corporation, Federal National Mortgage Association, and Federal Farm Credit Bank. These
investments are 21.2%, 15.1%, 18.26%, and 4.0%, respectively, of the City’s total investments.

Receivables

Receivables at September 30, 2010, for the government’s individual major governmental funds,
nonmajor funds, internal service funds in the aggregate, and for individual major business-type
funds, including the applicable allowances for uncollectible accounts, consists of the following:

Total
Capital Nonmajor governmental
General Debt service fund funds funds
Receivables:
Taxes-Ad Valorem $ 1,503,226 $ — 3 — § — $ 1,503,226
Taxes-sales 1,764,762 — — — 1,764,762
Taxes-hotel/motel — — — 411,758 411,758
Trade accounts 3,400,033 — — 1,865,200 5,265,233
Other — 12,564 34,191 — 46,755
Interest 49,202 — 442,471 — 491,673
Intergovernmental 1,184 — 3,259,246 127,068 3.387.498
Gross receivables 6,718,407 12,564 3,735,908 2,404,026 12,870,905
Less allowance for —
uncollectibles (1,158,346) — — (1,405,256) (2,563,602)
Net receivables $ 5,560,061 $ 12,564 $§  3.735908 § 998,770 $ 10,307,303

44 (Continued)



CITY OF RICHARDSON, TEXAS

Notes to Basic Financial Statements

September 30, 2010
Total
Water and business-type Internal
Sewer Solid Waste Golf activities service
Receivables:
Trade accounts $ 5,364,869 § 1,078,878 $ 27,004 $ 6,470,751 $ —
Other 83,045 335,489 2,054 420,588 257777
Interest 4,500 — "= 4,500 —
Intergovernmental 2,000 4,000 6,000 —
Gross receivables 5,454,414 1,418,367 29,058 6,901,839 257,777
Less allowance for

uncollectibles (112,517) (27,820) — (140,337) —
Net receivables $ 5,341,897 § 1,390,547 $ 29,058 $§ 6,761,502 § 257,777

The Water and Sewer and Solid Waste trade accounts receivable

services rendered at September 30, 2010.
Restricted Assets

©

Enterprise Funds

include unbilled charges for

At year-end, the following were the restricted assets in the Enterprise Funds:

Water and Solid Waste
Sewer Fund Services Fund Golf Fund Total
Debt service — Sinking Fund $ 404,620 % 73,792 $ 56,103 $ 534,515
Customers’ deposits 2,390,188 — — 2,390,188
Rate stabilization 1,889,393 — - 1,889,393
Capital Project and Equipment
Funds 12,186,463 4,795,191 — 16,981,654
$ 16,870,664 $ 4,868,983 § 56,103 $§ 21,795,750
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Capital asset activity for the year ended September 30, 2010 was as follows:

Governmental activities:
Capital assets, not being
depreciated:
Land
Construction in progress

Total capital assets,
not being
depreciated

Capital assets, being
depreciaied:

Buildings

Improvements other
than buildings

Vehicles, machinery, and
equipment

Infrastructure

Total capital assets,
being depreciated

Less accumulated
depreciation, for:

Buildings

Improvements other than
buildings

Vehicles, machinery, and
equipment

Infrastructure

Total accumulated
depreciation

Total capital assets
being
depreciated, net

Governmental

activities capital
assets, net

2

Beginning Ending
balance balance
October 1, September 30,
2009 Increases Decreases 2010
44,209,546 § 722,057 § — 3 44,931,603
25,052,094 8,377,866 (20,993,710) 12,436,250
69,261,640 9,099.923 (20,993,710) 57,367,853
103,139,267 7,533,910 (747,251) 109,925,926
42,787,768 12,045,912 (120,232) 54,713,448
38,694,198 4,388,264 (1,465,676) 41,616,786
365,360,024 10,333,568 .- 375,693,392
549,981,257 34,301,654 (2,333,159) 581,949,752
39.380,288 3,359,997 (731,662) 42,008,623
25,545,073 2,147,277 (120,232) 27,572,118
27,282,778 2,916,205 (1,360,448) 28,838,535
238,353,304 9,027,726 —- 247,381,030
330,561,443 17,451,205 (2,212,342) 345,800,306
219,419,814 16,850,449 (120,817) 236,149,446
288,681,454 § 25,950,372 $ (21,114,527) $ 293,517,299
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Beginning Ending
balance balance
Qctober 1, September 30,
2009 Increases Decreases 2010
Business-type activities:
Capital assets, not being
depreciated:
Land $ 542,839 § — 3 — $ 542,839
Construction in progress 4,612,080 4,536,894 (5,139,384) 4,009,590
Total capital assets,
not being depreciated 5,154,919 4,536,894 (5,139,384) 4,552,429
Capital assets, being
depreciated:
Buildings 8,477,312 12,974 — 8,490,286
Improvements other than
buildings 8,965,210 138,880 - 9,104,090
Vehicles, machinery, and
equipment 24,502,142 1,410,646 (266,560) 25,646,228
Infrastructure 172,306,279 5,690,300 -- 177,996,579
Total capital assets,
being depreciated 214,250,943 7,252,800 (266,560) 221,237,183
Less accumulated
depreciation, for:
Buildings 4,475,513 206,873 — 4,682,386
Improvements other
than buildings 3,518,753 385,837 — 3,904,590
Vehicles, machinery, and
equipment 18,927,542 1,463,050 (265,585) 20,125,007
Infrastructure 84,991,112 4,861,723 - 89,852,835
Total accumulated
depreciation 111,912,920 6,917,483 (265,585) 118,564,818
Total capital assets
being
depreciated, net 102,338,023 335317 (975) 102,672,365
Business-type
activities capital
assets, net $ 107492942 § 4872211 $ (5.140,359) $ 107,224,794
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Depreciation expense was charged to functions/programs of the City as follows:

Governmental activities:
General government
Public safety
Public services
Library
Parks and recreation

Health

Capital assets held by the government’s internal service funds

and charged to the various functions based on their usage of the assets

Total depreciation expense — governmental activities

Business-type activities:
Water and Sewer
Solid Waste
Golf

Total depreciation expense — business-type activities

Construction Commitments

4,569,989
2,182,236
7,731,269
414,019
2,538,894
12,721

2,077

17,451,205

5,557,010
912,555
447,918

6,917,483

QOutstanding commitments at September 30, 2010, under authorized construction contracts for the
Capital Fund, were $10,122,931. These outstanding commitments are to be financed by proceeds
from bond issues and from revenues such as participation revenue from other governments or

developers.

Interfund Receivables, Payables and Transfers

Individual fund transfers for fiscal year 2009-2010, were as follows:

Transfers out

Other
Capital Governmental
General Fund Fund Funds Total
Transfer in:
General Fund $ — 3 — § 481,383 §$ 481,383
Debt Service Fund 455,000 — — 455,000
Capital Fund 3,191,361 — 262,771 3,454,132
Golf 575,000 119,677 — 694,677
Other Governmental Funds — 129,297 — 129,297
$ 4,221,361 $ 248,974 § 744,154 § 5,214,489
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Transfers from the General Fund to the Capital Fund are used to fund future capital improvements
and street rehabilitation. The transfer from the General Fund to the Golf Fund was to maintain the
fund balance at 30 days building toward 60 days as adopted by the City’s financial policy. Transfers
from the Wireless 911 Fund to the General Fund are used to support the expenses of the 911 Call
Center. Transfers from the Child Safety Fund are used to support the expenses for the school
crossing guard program. The transfer from the Capital Fund to the Golf Fund was for capital
construction and will not be reimbursed by the Golf fund. The transfer from RIC to the General Fund
was a donation for Wildflower! and the transfer from RIC to the Capital Fund was for a parks
construction project. Transfers from the Hotel/Motel Fund to the Debt Service Fund are used for the
payment of principal and interest on outstanding debt obligations. Transfers from the Library,
Community Service, and the Police Safety Education funds to the General Fund were to close out
these funds.

Leasing Activities

The City’s leasing activities consist of leasing various land and buildings that were purchased in
previous years. These leases are classified as operating leases.

The following property was leased under operating leases at September 30, 2010:

Governmental
activities
Land $ 493,823
Buildings 2,561,400
Less depreciation (702,267)
Book value $ 2,352,956

Minimum lease payments under operating leases are based on certain performance measures and
cannot be calculated for each year. The City received payments totaling $8,976 on these leases
during the current fiscal year, and has received cumulative payments of $138,401 over the life of
these leases.
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(h) Long-Term Obligations

The following is a summary of financial obligations for the fiscal year ended September 30, 2010:

Balance
beginning of Balance Due within
year Increases Decreases end of year one year
Governmental-type activities:
General obligation bonds  $ 154,898,857 $ 79,105,000 $ (12,877,774) $ 221,126,083 $ 8,695,000
Certificates of obligation 34,835,000 7,520,000 (18,920,000) 23,435,000 5,730,000
Other obligations 12,177,802 1,123,710 (5,196,133) 8,105,379 714,565
Deferred amounts:
For bond discounts/
premiums/losses 2,763,680 7,619,682 (1,416,901) 8,966,461 432,994
Post-employment benefits 8,426,989 7,715,794 (1,406,453) 14,736,330 —
Compensated absences 8,537,552 1,137,661 (913,408) 8,761,805 1,051,148
Workers’ compensation 294,627 155,722 (239,569) 210,780 210,780
Unpaid claims liability 700,000 — — 700,000 700,000
hitrage rebate liability 987,451 — (744,945) 242 506 242,506
Governmental-
type activity
long-term
debt $ 223,621,958 $ 104,377,569 $ (41,715,183) $§ 286,284,344 § 17,776,993
Business-type activities:
General obligation refunding
bonds $ 7,011,143 § 8,445,000 $ (397,225) § 15,058,918 $ 585,000
Certificates of obligation 49,840,000 10,785,000 (11,920,000) 48,705,000 3,365,000
Other obligations 123,281 639,096 (699,890) 62,487 19,432
Deferred amounts:
For bond discounts/
premiums/losses 90,805 1,136,198 (528,205) 698,798 55,562
Post-employment benefits 1,297,054 1,341,094 (318,293) 2,319,855 —
Compensated absences 1,269,068 98,470 (85,936) 1,281,602 153,792
Workers’ compensation 21,663 101,776 (52,097) 71,342 71,342
Arbitrage rebate liability 26,792 — - 26,792 e
Business-type
activity
long-term
debt $ 59,679.806 $ 22,546,634 $ (14,001,646) $ 68,224,794 $§ 4,250,128
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Bonds payable at September 30, 2010, are comprised of the following:

General Government

General Obligation Bonds:

$73,000,000 General Obligation Refunding and Improvement Bonds,

Series 2010 due in annual principal payments ranging from $155,000

to $5,600,000 through February 15, 2030. Interest rate is variable

from 2.00% to 5.00%. $ 73,000,000
$14,460,000 General Obligation Refunding Bonds, Series 2009

due in annual principal payments ranging from $975,000 to

$3,280,000 through February 15, 2019, Interest rate is variable

from 2.00% to 5.00%. 11,180,000
$79,440,000 General Obligation Refunding and Improvement Bonds,

Series 2006 due in annual principal payments ranging from $435,000 to

$6,880,000 through February 15, 2026. Interest rate is variable

from 4.50% to 5.25%. 73,515,000
$32.975,000 General Obligation Refunding and Improvement Bonds,

Series 2005 due in annual principal payments ranging from $1,435,000

to $2,840,000 through February 15, 2025. Interest rate is variable

from 3.00% to 5.25%. 32,975,000
$11,910,000 General Obligation Refunding Bonds, Taxable Series 2004

due in annual principal payments ranging from $100,000 to $1,080,000

through February 15, 2020. Interest rate is variable from 1.50%

to 5.40%. 4,740,000
$12,442,581 Adjustable Rate General Obligation Refunding and

Improvement Bonds, Series 2003. The annual principal payment is

determined each year in June with final payment scheduled for

June 15, 2013. Interest rate is variable and is determined on June 16 of

each year, currently 2.0%. 7,691,083
$15,275,000 General Obligation Refunding and Improvement Bonds,

Series 2002 due in annual principal payments ranging from $255,000

to $4,260,000 through February 15, 2022. Interest rate is variable

from 2.50% to 4.875%. 11,380,000
$11,335,000 General Obligation Bonds, Series 2001 due in annual

principal payments ranging from $130,000 to $905,000 through

February 15, 2021. Interest rate is variable from 4.75% to 5.25%. 540,000

Total General Obligation Bonds 215,021,083

Taxable General Obligation Bonds:
$6,105,000 General Obligation Refunding Bonds, Taxable Series 2010A
due in annual principal payments ranging from $485,000 to $790,000
through February 15, 2020. Interest rate is variable from 1.15% to 4.05% 6,105,000
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Tax-Exempt Certificates of Obligations:

$7,520,000 Series 2010 due in annual principal installments ranging
from $935,000 to $1,035,000 through February 15, 2025. Interest rate
is variable from 2.00% to 4.00%

$5,370,000 Series 2009 due in annual principal installments ranging
from $145,000 to $805,000 through February 15, 2023. Interest rate
is variable from 2.50% to 3.80%

$4,500,000 Series 2008 due in annual principal installments ranging
from $260,000 to $925,000 through February 15, 2016. Interest rate
is 3.50%

$3,220,000 Series 2007 due in annual principal instaliments ranging
from $95,000 to $765,000 through February 15, 2015. Interest rate
is variable from 4.00% to 4.50%

$2,640,000 Series 2006 due in annual principal installments ranging
from $85,000 to $620,000 through February 15, 2014. Interest rate
is variable from 4.00% to 5.00%

32,790,000 Series 2005 due in annual principal installments ranging
from $155,000 to $1,335,000 through February 15, 2011. Interest
rate is variable from 3.15% to 4.00%

$4,600,000 Series 2003 due in annual principal installments ranging
from $155,000 to $845,000 through February 15, 2023. Interest rate
is variable from 2.00% to 4.65%.

$7,500,000 Series 2002 due in annual principal installments ranging
from $275,000 to $955,000 through February 15, 2022. Interest rate
is variable from $3.00% to 4.85%.

$12,100,000 Series 2001 due in annual principal installments ranging
from $410,000 to $1,110,000 through February 15, 2021. Interest
rate is variable from 4.25% to 5.00%.

Total Tax-Exempt Certificates of Obligation

Add unamortized premium

Less:
Unamortized discount
Unamortized loss on refunding

Total Bonds and Certificates of Obligation Payable at
September 30, 2010
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$

7,520,000

4,565,000

2,915,000

1,165,000

360,000

1,335,000

1,560,000

3,560,000

455,000

23,435,000

12,512,931

(63,314)
(3,483,156)

253,527,544
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Business-Type Activities

General Obligation Refunding Bonds and Certificates of Obligation payable at September 30, 2010,
for the Water and Sewer, Solid Waste, and Golf Funds are comprised of the following:

Water and Sewer:

General Obligation Refunding Bonds:
$4,080,000 General Obligation Refunding Ronds, Series 2010
due in annual principal installments ranging from $335,000
$505,000 through February 15, 2021, Interest rate is
variable from 4.00% to 5.00%

$5,685,000 General Obligation Refunding Bonds,
Series 2009 due in annual principal installments ranging from
$205,000 to $645,000 through February 15, 2020. Interest rate is
variable from 2.00% to 5.00%

$1,042,419 Adjustable Rate General Obligation Refunding and
Improvement Bonds, Series 2003 due in annual principal
installments ranging from $44,739 to $311,185 through June 15,
2016. Interest rate is variable and resets on June 16 of each year,
currently 2.5%

Total General Obligation Refunding Bonds — Water and
Sewer Fund

Certificates of Obligation:

$7,210,000 Series 2010 due in annual principal installments ranging
from $265,000 to $350,000 through February 15, 2030. Interest rate
is variable from 2.50% to 4.1250%,

$5,030,000 Series 2009 due in annual principal installments ranging
from $130,000 to $355,000 through February 15, 2029. Interest rate is
variable from 2.50% to 4.50%,

$5,000,000 Series 2008 due in annual principal installments ranging
from $85,000 to $380,000 through February 15, 2028. Interest rate is
variable from 3.50% to 4.50%,

$5,000,000 Series 2007 due in annual principal installments ranging
from $85,000 to $375,000 through February 15, 2027. Interest rate is
variable from 4.00% to 4.50%.

$5,000,000 Series 2006 due in annual principal installments ranging
from $130,000 to $375,000 through February 15, 2026. Interest rate is
variable from 4.00% to 5.00%.

$4,235,000 Series 2005 due in annual principal installments ranging
from $85,000 to $315,000 through February 15, 2025. Interest rate is
variable from 3.15% to 4.00%.

$3,730,000 Series 2004 due in annual principal installments ranging
from $75,000 to $270,000 through February 15, 2024. Interest rate is
variable from 3.00% to 4.50%.
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$ 4,080,000

5,360,000

613,918

10,053,918

7,210,000

4,900,000

4,750,000

4,575,000

4,350,000

3,520,000

2,930,000
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$3,750,000 Series 2003 due in annual principal installments ranging
from $80,000 to $275,000 through February 15, 2023. Interest rate is
variable from 2.00% to 4.65%.

$9,600,000 Series 2002 due in annual principal installments ranging
from $345,000 to $695,000 through February 2022. Interest rate is
variable from 3.00% to 4.85%.

$6,885,000 Series 2001 due in annual principal installments ranging
from $80,000 to $550,000 through February 2021. Interest rate is
variable from 4.25% to 5.0%.

Total Certificates of Obligation — Water and Sewer Fund

Solid Waste:
General Obligation Refunding Bonds:
$480,000 Series 2009 due in annual principal payments ranging from
$5,000 to $60,000 through February 15, 2020. Interest rate is
variable from 2.00% to 5.00%.

Certificates of Obligation:

$3,575,000 Series 2010 due in annual principal installments ranging
from $150,000 to $330,000 through February 2025. Interest rate is
variable from 2.00% to 4.00%

$1,400,000 Series 2009 due in annual principal installments ranging
from $150,000 to $195,000 through February 2017. Interest rate is
variable from 2.50% to 3.00%

$1,200,000 Series 2008 due in annual principal installments ranging
from $130,00 to $200,000 through February 2015. Interest rate
is 3.50%

$1,160,000 Series 2007 due in annual principal installments ranging
from $130,000 to $190,000 through February 15, 2014. Interest rate
is variable from 4.00% to 4.50%

Total Bonds and Certificates of Obligation — Solid Waste Fund

Golf:
General Obligation Refunding and Improvement Bonds:

$4,365,000 General Obligation Refunding and Improvement Bonds,
Series 2010 due in annual principal payments ranging from $340,000
to $555,000 through February 15, 2021. Interest rate is variable
from 3.00% to 5.00%.

$225,000 General Obligation Refunding and Improvement Bonds,
Series 2005 due in annual principal payments ranging from $20,000
to $30,000 through February 15, 2017. Interest rate is variable
from 3.00% to 5.25%.

54

$ 2,775,000

6,580,000

325,000
41,915,000

475,000

3,575,000

1,250,000

910,000

715,000
6,450,000

4,365,000

165,000
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Certificates of Obligation:
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