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Protecting Texas by Reducing and Preventing Pollution

o
1
i

o

October 12, 2007 e = O

: T 3 Z
g’ 5 e
Stephen Troy Toland, P.E. = @%%
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Joanna Comer
Teas Estates Homeowners Association, Inc.

4808 Teas Court ’
Conroe, Texas 77304

TCEQ Docket No. 2007-0334-UCR; Consideration of a request for a Commission Order
approving a contract designating service areas between the City of Conroe (City) and
Teas Estates Homeowners Association, Inc. (HOA).

Re:

Dear Mr. Toland and Mrs. Comer:

This letter is to inform you that the above-referenced application has been set on the Agenda for-
consideration by the Texas Commission on Environmental Quality (TCEQ). This Agenda will
occur on October 24, 2007, at 1 p.m. in Building E, Room 201S, 12100 Park 35 Circle, Austin,
Texas. Included with this letter are the Agenda backup materials to be considered by the

Commission.

Persons with disabilities who plan to attend this hearing and who need special accommodations
at the Agenda should call the TCEQ Office of Public Assistance at 1-800-687-4040 or 1-800-

RELAY-TX (TDD) at least one week prior to the hearing. If you have any procedural questions,

you may contact the TCEQ Office of Public Interest Counsel at 1-512-239-6363. If you have
any other questions about this matter, you may contact Lisa Fuentes from the Water Supply

Division at 1-512-239-4691 or me at 1-512-239-0575.

Sincerely,

Lﬁ:zﬁ’;ﬁ«%ﬁp ML ‘ksé&&(.l(?ﬁél‘ﬁi/‘/\
Stefanie Skogen '
Staff Attorney
Environmental Law Division

Enclosure
cc: Mailing List
)

P.O. Box 13087 * Austin, Texas 78711-3087 « 512-239-1000 ¢ Internet address: www.tceq.state.tx.us
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CERTIFICATE OF SERVICE

I certify that on October 12, 2007, a copy of the foregoing document was sent by first
class, agency mail, and/or facsimile to the persons on the attached Mailing List.

(M,,J'"@a.i\‘;zf{\gum,a{ (_)«é ¢ Cﬁ)(rﬂ%
Stefanie Skogen, Staff Attorney

Environmental Law Division

Mailing List
City of Conroe :
TCEQ Docket No. 2007-0334-UCR
CITY OF CONROE:
Stephen Troy Toland, P.E. Sarah Hernandez
City of Conroe 4694 Teas Court
P.O. Box 3066 Conroe, Texas 77304

Conroe, Texas 77305
Phone: (936) 522-3130
Fax: (936) 522-3141

TEAS ESTATES HOMEOWNERS
ASSOCIATION, INC.:
Joanna Comer

Teas Estates Homeowners Association, Inc.

4808 Teas Court
Conroe, Texas 77304
Phone: (936) 539-3679

CUSTOMERS:

Carl and Joanna Comer
4808 Teas Court
Conroe, Texas 77304

Ehler Company
14734 McGregor Road
Conroe, Texas 77302

Frances Galbreath
P.O. Box 42 .
Oakhurst, Texas 77359

Hector Hernandez
4734 Teas Court
Conroe, Texas 77304

Donald Mapston
4662 Teas Court
Conroe, Texas 77304

Elias M. Montoya
4844 Teas Court
Conroe, Texas 77304

Jose Montoya
4771 Teas Court
Conroe, Texas 77304

Juan Montoya
4843 Teas Court
Conroe, Texas 77304

Rafael Montoya
4561 Teas Court -
Conroe, Texas 77304

Rolando Montoya
4695 Teas Court
Conroe, Texas 77304

Isaias Portillo
4774 Teas Court
Conroe, Texas 77304



Richard Schulz
212 Green Isle Avenue
Dickinson, Texas 77539

Schwan’s Sales
115 West College Drive
Marshall, Minnesota 56258

Juanita Siller
4626 Teas Court
Conroe, Texas 77304

Mary Stichler
7 Queens Court
Conroe, Texas 77304

Guillermo Valdez
4562 Teas Court
Conroe, Texas 77304

REPRESENTING THE OFFICE _OF
PUBLIC INTEREST COUNSEL:

Blas J. Coy, Jr. ‘ ‘
Texas Commission on Environmental Quality
Office of Public Interest Counsel, MC-103

P. O. Box 13087

Austin, Texas 78711-3087

Phone: (512) 239-6363

Fax: (512) 239-6377

OFFICE OF THE CHIEF CLERK:
LaDonna Castafiuela

Texas Commission on Environmental Quality
Office of the Chief Clerk, MC-105

P.O. Box 13087

Austin, Texas 78711-3087

Phone: (512) 239-3300

Fax: (512) 239-3311




Texas Commission on Environmental Quality

INTEROFFICE MEMORANDUM

TO: Texas Commission on Environmental Quality DATE: October 10, 2007
THRU: LaDonna Castafiuela, Chief Clerk
FROM: Stefanie Skogen, Environmental Law Division

SUBJECT: TCEQ Docket No.2007-0334-UCR. Consideration of a request for a

Commission Order approving a contract designating service areas between the
City of Conroe and Teas Estates Homeowners Association, Inc.

o8
O s
| st
DESCRIPTION OF APPLICATION : gﬁ &
Applicant: ' City of Conroe : %‘f;_% —
. i P
Regulated Activity: Retail water utility service ' : A=
Type of Application:

Request for a Commission Order approving a contract

Commission Action: Hearing regarding approval of the contract

Authority: Texas Water Code § 13.248 and 30 Texas Administrative Code §
291.117 ’

FACTUAL BACKGROQUND

The City of Conroe (City), water certificate of convenience and necessity (CCN) No. 10339, and
Teas Estates Homeowners Association, Inc. (HOA), water CCN No. 12117, provide retail water
service in Montgomery County, Texas. On August 5, 2005, the City and the HOA entered into
an agreement regarding their respective water service areas pursuant to section 13.248 of the
Texas Water Code. - Under the agreement, the HOA will transfer its entire CCN area to the City,
thereby incorporating the area into the City’s CCN area. The City annexed the area covered by

the CCN on November 13, 2003, and is proposing to provide service to the customers in that
area.

LEGAL AUTHORITY

The Texas Water Code prohibits a utility, a utility operated by an affected county, or a water
supply corporation from rendering retail water or sewer utility service directly or indirectly to the
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public without first obtaining a CCN Conve1sely, a municipality is not required to obtain a
CCN to provide retail water service.”> However, a municipality may not provide service to an
area within its boundaues that is certificated to another retail public utility W1thout first obtammg
a CCN for that ar ca.’

The Texas Water Code and TCEQ rules allow retail public utilities to enter into service area
agr eements and have the Commission affirm the agreements by amending the entities’ respectwe
CCNs.* The request to approve a 13.248 agreement is not subject to the notice provisions of
Title 30, section 291.106 of the Texas Administrative Code, which apply to applications for new
and amended CCNs. The Commission may approve the service area agreement pursuant to
section 13.248 of the Texas Water Code with the appropriate notice under the Open Meetings
" Act. The Executive Director will mail notice of the hearing upon the setting of an Agenda date.

BASIS FOR STAFF RECOMMENDATION

The followiﬁg items were considered in developing the staff’s reoormnéndation:

1. - Request for a Commission Order approving the 13. 248 ag1 eement ﬁled by the City oni
- October 6, 2005 (Application No. 35170-C);

2. Agreement between the Cit_y and the HOA, executed on August 5, 2005;

3. Map of the service area subject to the 13.248 agreement submitted by the City; and

4, Financial, managerial, and technical analysis of the City to operate in the affected area.

STAFF RECOMMENDATION

Based on the facts stated in the application and the supporting documentation submitted by the
City, staff supports the request for a Commission Order approving a contract designating service
areas between the City and the HOA. Staff has confirmed that both parties are retail public
utilities w1th actlve water CCNs and that the area the parties are seeking to t1ansfel is either

LEX, WATER CODE ANN. § 13.242(a) (Vernon Supp. 2006)

* A municipality is a “retail public utlhty” under section 13.002(19) of the Texas Water Code but is not a “ut111ty”
under section 13.002(23). Therefore, the section 13.242(a) requirement that a “utility” must obtain a CCN before
providing retail water utility service does not apply to a municipality.

* TEX. WATER CODE ANN. § 13.247(a).

* TEX. WATER CODE ANN. § 13.248 (Vernon 2000); 30 TEX. ADMIN. CODE § 291.117 (West 2006). Section 13.248
states, “Contracts between retail public utilities designating areas to be served and customers to be served by those
retail public utilities, when approved by the commission after public notice and hearing, are valid and enforceable
and are incorporated into the appropriate areas of public convenience and necessity.”
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dually certificated to both parties or abuts the CCN of the entity receiving the CCN. Further,
staff is satisfied that the City possesses the adequate financial, managerial, and technical
capability to provide continuous and adequate service to the area being transferred,

STAFF CONTACTS

Stefanie Skogen, Environmental Law Division (239-0575)
Lisa Fuentes, Water Supply Division (239-6117)



CAPTION
CITY OF CONROE
Application No. 35170-C

TCEQ Docket No. 2007-0334-UCR. Consideration of a requeét for a Commission Qrder
approving a confract designating service areas between the City of Conroe, water certificate of
convenience and necessity (CCN) No. 10339, and Teas Estates Homeowners Association
(HOA), Inc., water CCN No. 12117, in Montgomery County, Texas pursuant to section 13.248
of the Texas Water Code. Currently, Teas Estates HOA holds a CCN for the area in question.
The City of Conroe has annexed the area and is proposing to provide service to the customers in.
the area. Under the contract, Teas Estates HOA will transfer its entire CCN to the City of
Conroe. No facilities are proposed to be transferred. (Stefanie Skogen, Lisa Fuentes)



Texas Commission on Environmental Quality

_ INTEROFFICE MEMORANDUM

Tb: Environmental Law Division Date: August 16, 2007

Thru: ~ Lisa Fuentes/Tammy Bemtefc\/ﬁ

From: | Dan Sw%%

Subject: Contract Agreement Under Wa’rer Code Section 13.248 for the City
of Conroe (Conroe), Certificate of Convenience and Necessity
(CCN) No. 10339, to Transfer CCN No. 12117 from Teas Estates
Homeowners Association, Inc., (HOA) and to Amend CCN No.
10339, in Montgomery County; Application No. 35170-C

CN: 600650311 RN: 101386068

In my opmron Conroe has demonsfron‘ed odequc’re financial, manogenol and
technical capability to prowde service to the area contracted for transfer.

Signed: EM QM/L Date: August 16, 2007

| have secured and reviewed an unqualified audit for Conroe, for the fiscal year
ended 9/30/06, of which the more important schedules and notes have been
reduced, copied and added to the original of this memorandum. If shows fotal
water and sewer fund assets of $70.9 mil., long-term liabilities of $17.1 mil., and
net assetfs (equity) of $50.0 mil., for a debt-to-equity ratfio of .34:1. The statement
of revenues and expenses showed a net loss before transfers of $2.2 mil. affer

" covering depreciation of $4.5 mil. and interest of $345,359, so cash available for
debt service was still $2.6 mil., and the debft service coverqge ratio was 2.13:1,

This information suppoﬁs a fmdmg of more than adequate copoblmy to provide
service to a small, existing, configuous CCN area of 1174 acres and 18 current
customers. In fact, it would not have been considered a material addition
(more than 10%) to Conroe’s present CCN area and would not have received a
review of financial and managerial capability in a routine STM applicatfion
procedure. Conroe presently provides service to about 27,000 acres and nearly
17,000 connections from our database information, and is ranked “superior.’



HILS&E
Hereford, Lynch, Sellars & Kirlkham

Certified Public Accauntants @ A Professional Corporation

Menburs of the

‘ . Amerlenm [nstinte of Cenified Poblic Accmmluﬁm ' )
1110 Loop 336 W., 4th Floor “Texas Society of Cenified Public Aceomnnnts CDI]TOI'E 936) 756 8123
P, O. Box 2548 Privaie Companies Prustice Section Fux {936) 756-8132
Conroe, Texns 77305 ' of the AICPA Diviston for Rirms Houston Metro 936-441-[338

Independent Auditor's Report

Honorable Mayor and
Members of City Council
City of Conroe, Texas

We have audited the accompanying financial stgtemants of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Conroe, Texas as of
~and for the year ended September 30, 2008, 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 of
Conroe, Texas'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 accepled 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 reguire that we
plan and perform the audit to obtain reasonable assurance about whether ‘the financial stalements are
free of material misstatement. An audit includes consideration of internal control over financial reporting, as
2 basls 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 includes examining, on a-test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes ‘assessing the
accounting- principles used and significant. estimates made by management, -as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our

‘opinions, -

In our opinion, the financial statemenls referred lo abiove present faidy, 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 Cily of Conrog, Texas as of September 30, 20086,
and the respective changes in financial position and cash flows, where applicable, thersof and the
respective budgetary comparison for the General Fund and Major Special Revenue Funds for the year
then ended In conformity with aceounting principles generally accepted in the United States of America. '

In accordance with  Government Auditing Standards,” we will issue at a. later date, our report
on our consideration of City of Conroe, Texas's internal contral over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our lesting 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 reporl is an integral part of an audit
performed in accordance with Government Auditing - Standards and should be considered In
assessing the resulis- of our audit.



The Management's Discussion and Analysis identified as Required Supplementary Information in the table
of contents is not a required part of the basic financial statements but is supplementary information
required by accounting principles generally accepted in the Uniled States of America. We have applied

certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not audit

the infarmation and express no opinion on it.

Our audit was performed for the purposé of forming opinions on the financial statements which collectively
comprise the Gity of Conroe, Texas's basic financial statements. The accompanying introductory section,
combining and individual nonmajor fund financial statements and budgetary schedules, and statisical tables
are presented for the purpose of additional analysis and are not a required part of the basic financial
statements. The combining and individual nonmajor fund financial statements and budgestary schedules as
listed in the table of contents have been subjected to the auditing procedures applied in the audit of the basic
" financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory section and the statistical tables have not been subjected
to the auditing procedures applied in the audil of the basic financial statements and, accordingly, we

express no opinion on them.

Henefond, Lynch, Sellans & Zintebam, P. (.
HEREFORD, LYNCH, SELLARS & KIRKHAM, P.C.
. Certified Public Accountants

Conroe, Texas
- January 26, 2007 .



STATINENT OF NET ASSETS
SEPTSBER 30, 7006

Govommental  Businessayse
Actitiey actiiias Tetst
ASSETS
Poaled Cheh 3nct Gs Eauivalonts s g - s sman
Nen-paslag Cash and Cazh Ecuvalentz s3teT 1350 972757
Ineustmentz 9,421585 A~ ZBD04TCE
Rclvabis nck ofslances o uncocatis) .
Tases 2as - Zean
Aezaunts - 1,467,608
teaze -
Interest 9313
Oltr. 200
Tntarmst Datancns 6310947
Due from Dthor Sovammants. -
{nvontorios 1,104,097
Rezifieled Assatz
Cazh and Cosh Equivalents 2625025
Acerucd Inlerest Recelvibia o
Investmonts - 185,355 185455
Capiat Assol: .
Land 1274558 205,232 12953781
Bultdogs and imgravemani 25430335 1841700 36.875.235
Hagsinery and Eauiomant 112e8018 rznse
Iniesctr (P, B & Donoa) 3 128,430,236
Canstruction in Prog 24.550.8
Lo Accumuoled Degevclian —pozeey
Tola! Capital Asaia fet of dorociation E553.650 330,3:267
TOTAL ASSETS 96,595,357 157,385, 535
UADILITIES
Curront Uskiltius:
Aczountz Payasle ana Ohor Cuerent Linbililics. 2513800 1726513
Acerue Inlarust Payable s123 28348
Nancurtent Lu\-mm .
in Qne Yo 113749.860 2,150,625 @5
S fn ey than G Vot D@7EAN 7 negedm - __ 80193435 —
TOTAL LIABILITIES N il 30,616 23,983,485 —.38,367,30
NET ASSETS
Iavasied in Capilot Arzals, Net ol Relatrd Dett B.537,797 26.581,725
Reericted For
Fadneal and Stale Pregmma -
Dot Service -
Capital Projects -
cice -
Othar Purposas .
Unrarwlctod . r:u« e ) 3315205 1525

Total No Agsala

nets 2

CITY OF CONROE, TEXAS
BALANCE SHEET « GOVERRUSNTAL FUNDS
SEPTEMEER 30, 2006

ASSETS
Foolod Cazh ana Cozh Equivalents s weET
Nan-ponled Cazh nnd Cazh Equivalants 1463
Investmonts 12.552.203
Rogsables (nol af alowsneas for uneatceliics)
a0z ALIE1)
Lense 45774
Inlerest b
Ciner . 51720
Gun lrorm ihae Funis . -
Cua trom Othor Govomments 033375
Invantarios 3,308
Reguriciod Azactz
Cash and Cash Eavivalents —_—
TOTAL ASSETS S 30Em
UABILITIES, BOUITY AND OTHER CREDITS
uapLmes g
Aceeynis Poyodle 5 B12.570
Rolalnage Payaata -
Acnued ExgandilurenEvnansos 283,124
Cue tc Gthar Funds. . 12,944,681
Cua 16 Otiar Gavemments . 54997
Cuslomer ODemorils -
Dglarrad Revnoun 230,832
TOTAL LADILITIES Frg3e

EQUITY AND OTHER CREDITS
Fund Batancos
Reservat tar Iovaniodas 53395
Razarved tor Debt Sorvice: . -
Uneieserved, Designnled lor, Renoud in
CIOC - Srcclat Revoun Fondt

Ratinod Rlsk BT
Unmisrved, Undoslgaatad for, Redsrtod it
Caplial Projncts -
Trect Seionues -
Unreserved, Undesinnaled 12,523, 12
* TOTAL EGUITY AND QTIER CREDITS 14,3620
TOTAL LIABILITICS. EQUITY AND OTHER CREGH S__22003%0
Tha Intograt £t ot the basle Mngzslal totement

u
BT~ S 8800 —'S BRI~

AN 2N |

Conran Incus-
it Deveige-
- mont Cor

2,057,456

3

Eins o8
5___gwesawm

STATEMENT OF ACTVITIES
THE YEAR BHOED SSPTEMEER 30, 2000

Funclicns/Progmims.

Progmm Rovonuae

Govemmontat Aciivilies:
Generat Governmant
Fhance
Public Safnly
Packs
Public Warke

Debl Service,

Intoraat ane Fises! Charpos:

Ctiter

Tetol Gevemmentel Activiles

Chamos for
or50z Sorvices,

5 12384877 § GBI
053,556 -

17482857 2,001,118

4,619,011 594,503

5555072 207,265
acare -
183,126 -

A5 115 —0aTiges

Gparziing
Crants ang
Contritutinns

Businnsslypa Agtivilies: : E
Enlorpria WAMZH ~— MDA o
Scrviee Cantar 520502 4370 =
Total Buzingsaiypo Activiies -~ TATTLIZE 13, =
Tolat Pdmary Govamment S_. 900558 3_71758.256 S B35S0
Genera! Raveouns
Preparty Taxos.
Intouel Taxas
Graza Receiots Tox
Sales and Other Taxos
Hotat Dezunsney Taxes
Mixed Beverzge Taxaz
PMlscullnsous
Uﬂmﬂﬂdud Invarlmont Eamings.
{Lacs) on Investmonic
on Sale of Copial Aczola
Temters
Tolal Generst Ravenyps
Change in Nel Azzels
Nat Assals - Beginning
Prior Pariod Adjusimant
el Azsals « Ening
Th y part af the bosic fannsal Sttement .
. =
- EXMIBIT A3
D:I?l Oithor, Tetat
Serice Stroat Gavammeninl Govemmentat
Fund Fynds Furds.
£ - s - = - s 0017217
- - B1G.206 931447
280,555 23,763 2,090,095 18,940,153
92,809 - - 224420 B
- - - S8572
sa s 3 834305
b - - 54,728
54707 - e 007,35
- - - 4,508,270
bl - - 50395
— — e 221558 221.558
D— 7N ST IETE STImm - e
5 - S s s s agssw
- 162912 01418 260330
- - E 352720
- 2354138 470,639 '15777.428
- - 15463 15,463
5205 - = 2hem
52.059 - 2575801 782,215 18,591,928
- - - 55385
7322 - 803z
- - . - 5785338
- - . 3.1m 883510
- (2.751.738) 5.877.735 2!
- - 1.307.817 1.J07.437
. = = - prreed)
870.322 13,751,739 G.880.765 20.235 622
Sgm s 242 S 2GR -

{S278.607)
wonrn

xg ss¢:ns)

3300885

S (GeN0m)

s rzrm.u:-/ (280543
753) (146253,

2.587.672)
37,552,012}
8052
236
- 383,356
- 287,
- 75296
- HE2TG
7.676.290
253,088
.252)
61562 285
£1,355,5¢5)
18735251 17,87
13.467.2391 5,565,405
s, .r..‘sn g

G
1.228.070)
s..__s esL,»_c. SPEvE




i EXHIBIT A2
CITY OF CONROE, TEXAS
RECONCILATION OF THE GOVERNUENTAL FUNDS BALANCE SHEET
YO TUE STATEMENT OF NET ASSETS .
SEPTEMIER 30, 2005 .
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CITY OF CONROE, TEXAS
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Pt THE VEAR ENDED SEPTSMAER 30, 2200
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CITY OF CONROE, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDY TURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2006
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EXHIBIT A5
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Raveres i the SOA nol provlding currdint inaneial rekources are ot reporled as revemuas fn the funds, 14.703.733)

Repaymont o bond rinciol 130 cxpendive i e s bl .t a0 exgene n e SOA 2856337

Ropaymonl of piincinal i a in the funds bul [z o theSOA. 499157
Reiaymon oflan princigat 3 on Cxpendiors e fands 1 3 axpet i SO, (230,565)
Bond lsauance casts bnd similar items are smodized in iha SOA but netin the funds (w7.027)
(Ineranze] deerease in ccrued intecest fram beginning of pariad ta cnd of pariad (32,114

The nel revenus {oxpoasa) afnfermal sanico fan’s I repones vis goommeni otvitcs. 20014

) 35 the. tho SOA bul ns the amaunt paid in tha funds. (464,635 -

Grant andior agrecont avomns no e o, 126204

Ghange in nel assels of govemmental activiies - stalement al aciiviles S__9032704,

‘The accompanying notes are an Integra! part of the Lasic fiancial statemanis,
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C e e, LA
GENERAL FURD

STATEMENT OF REVENUES, EXSENDITURES AND CNANGES
1N FUMD BALANCE - nunG=T [GAAR BASIS] AVD ACTUAL.
FOR THE YEAR ENDEQ SEPTEMOGR J0. 2005

EXHIET AT

Pagatol2

variancs with
Fingl Sudgat

. e Butaled Amounic Pasiive
Originat Final At _{Negaliva)
RGVENUES
Tanes S T6IWEW S 2030E] S LI\ S OGLACT
Jcansaz and Pemnils . 2032004 2331236 352302
Charmos for Sarvicor “noczst 216.¢50 15,538
Loase incomg 55,443 35.185
Fines ora Fertaliuras 1,430,229 [113470)
Intergovarnmantal 0,708 +187.533
Invagtment Incoune 120,805 283,
Gaoin {Loan} on Invesiment - [320.15%)
Penalics 3nd Intermzt 55,235 16,048
Quier K ___1ZAQ35 <0208
TOYAL REVENUE 3 _nded  EEemm 3975058
EXPENDITURES
Current
Adminigielian 195350 45618
HMuniclpat Gourt
conG
WarnhauemiPueharing
Wntarmiation Tnchnciagy
Humoa Rosourcas
Non-Oepartmental
Finanea 09,302 (161.783)
Puslic Sotety
Pofice Adminiziration 2436224 s0.215
Palice Patiol 4146914 (138833
Poicw Invesligalion 1,909,602 2.
Fire
oy
Pang 3ng Reeeation 1,058,335
Racreation Center 83377 523,085
Qezar Jutingan, Jr, Community Centae Q15558 HEER
Swim Cenler Ban.g2e 950,848
Public Warks
Comnwnity Devatepmnat 1.542,152 1558831 1,456,651
Oralnagn Ganeteuclion S62.500 U672 525805
Sucais v 237080 23857.0m 153.509)
Suilting Malntensnen fopkit] 376210 A5 (z2.708)
Denr Senies .
Pringipal Refiremant sgaest 52867 498357 350
Intereat und Fiaeal Chargas 45363 59,550 ' S50 2,551
Capitaf ouliay S8533 3000369 1515338 1384,
TOTAL EXPENDITURES GEIHE | WEBVS | 35078 103008
xcazs (Dollclancy) of Revenuss
Ouar (Unior) Exzenditures. (se2315)  (2c04830) 2,919,038 5970096
e seeopanying notes aem an inlwgral par of the baric Rnancisl catmmonte,
=
EXHIBIT A3
CITY OF CONROE, TEXAS
STATEMENY OF NETASSETS
PROPRIETARY FUNDS
SENTEMBER 20, 2006
Intgrnat
Sarvicz
Fungz
Nun—aoeiu P — H 1250
Inveaimonis 43,152 81373
Racolvables (et of siowance lor ynaatiesiiblesk '
unts
Qu
tnueniaries
Yolss Curtent Aswets
Nongurol Agsilss
Rustricind Agsels
Cagn ang Cngh Equivnlents
Acervad imonrst Raceivadle .
[—
Flned Az2zts [net 8f sesumutalng depracintion}
Tolo! Moncurrent Azaels
TOTAL ASSETS
LABILITIES
. Curree Liabilies:
‘Accounty Payabia s AT S L3
Rausieage Faystia . . azmie -
Acervod Expantiuros/Expunran . 176,163 1180391
Oug 1o Ohar Funde - 24570
Custosnur Depagils-Currant 182435 -
Caplat Loase-Currant ITLEO -
ndz Payadle-Cirent Frs.c00 -
Toto! Current Liabillics TR 1215392
Noaguirent Linbilties, ret of current pestian.
Cainoeasalod Absacaz Payablc BEG.G4T 102312
Pnynbie irom Resircied Anaeka
Acetvc Inlc/est Payatia -
Cusiormar Deposds 2 S -
CaviaiLuazy ~a N -
Ravanun Bande, Ne ! 7 2 /.5-7~ =
Tulal Noneuerant Lﬂhﬁu‘u: M 13.103,007 102,213
TOTALLIABILITIES 20,568,538 1318107
NET ASSETS
invezimant in Caplial Asseis, ot o Ruhl:d Oett 36,2243 -
Uneesi 4, Besipnaled lor Retined i) 150482 :

Unrisiieiny, Undesigasled Net Axsels

TOTALNET ASSETS.
The ing naiaz sre ! tho banlc
~

GEMERAL FUND Page20r2
oF s
1N FUND BALANCE - BUDGET [GAAP BASIS} AND ACTUAL .
FOR THE YEAR ENDED SEPTEMBER 30, 2006 -
Variance witn
Finat Budgal
—Budgeted Amountz__. Poalive
Orginal _ Final Act {Nogativa)
OTHER FINANCING SOURCES (USES) —_—
tasuance of Cagilal Lease: . - 2,580 1,613,683 128,343)
Opesaling Tranafers 'ﬂ 1237709 1,231,709 1,280,082 22103
Oparating Translers (650.335) {830,835) {550,335} Q3495)
TOTAL'OTHER FINANEING 'SQURCES (USES] 577313 2243318 2323420 215,859
‘Execsz of Revenues 3nd Other Flnancing Sources Quer .
(Under} Exponditures ang Other Financing Uses {367.422) 430303 5,142518 5304137

Fund Balonces 3t Begining of Year
FUNT BALANCES AT END OF YEAR

8320410 8320410 8320418
S [IRUL 50750709 S 4462030

aninlagral par of

CITY OF CONROE, TEXAS

STATEMENT OS REVENUES, EXPENSES, AND CHANGES

113 FUND NET ASSETS - PROPRIETARY FUNDS
FOR THE YEAR ENOED SERTEMBER 30, 20C6

OPERATING REVENUES
Cimrges fer Salos and Sanviees
TOTAL OPERATING REVENUES ~

CPERATING EXPENSES
Publlc Works -
Uty Biling and Calioction

Wales Production

Sewagu Teoatment

Genesal Gavemment

opeeciation
TOTAL OPERATING EXPENSES
OPERATING INCOME {LGSS]

NON-OPERATING REVENUES (EXFENSES)
Inveztmant Income
Galn {Losz) on nvestment
Gain (Lasz] on Sala of Capilat Assels
Intergsl Expense
Bad Dobl Recovary {Expensn)
Grogs Recaints Translar
thor -
TOTAL NON-OPERATING REVENUE: }

INCOME (LOSS] EFORE OPERATING TRANSFERS

Transtorou
MET TRANSFERS

"CHANGE IN NET ASSETS
Mot Aagels ol Beginring of Yene

Frﬁvhmn Adjuslmenl~
ET ASSETS AT END OF YEAR

CADS g@«s&fekm

§:§B Seﬂb?fc&)ué%ﬁ aer /Qf—?“ > =0/ 3!

EXHIBITA-10

Entorprice
Fung
“Warer’ ioemat
and Sowar Senies
Fumds
$__31013310 5__ 4630148
11,043,370 460,125
. s1132z 690,502
757241 -
2.070,751 -
2773
3395181

. _ag0s114
12,749,208
e ___[1,300,890)

303.334 8758

—_{Goz.743) -
—— _Ti0Ge337) £V
- _ameny s51955

. (1,155,645 =
(1,155,635) =

— (3330540 553255

54212,750 -
147,521 C -
ey —

2

72, Frs

Eog

CcorROl DEVELOPMENT

3 204D CHANGES
IN FUNG BALANCE - EUDGET [GARR SASIS) 22D ACTUAL -
FOR THE YEAR SNDED SEPTEMSSR 36, 2008

DI 2

Varignes vilh
Budgeteg Amauntz -
01 jinat \Hl Aciunt
RD’ENUES
5 SEDmen 5 SG0BATt 3 um.:ﬂ
lnv;lﬂ'-nl tncome 45000 45,000 153.:25°
G=In (Loks) on Invesimont - z flasy e
Lang Sslez - - 1,003,023
Other - 250,000 250
TOTAL REVENUE SIELa EEren _ iShazn
EXPENDITURES
Cument
<om.502 <pnS1 35
8 8<0.000 840,000 -
Inlores! ang Rzl Charges 7,820 561,082 (326)
TOTAL EXPENDITURES 5458502 5527.595 28.009)
Excest (Deficinsy) of Revenves
Over [Under) Expenditures. 153,960 152.809 200,005 2546136
OTHER FINANCING SOURCES (USES)
Operating Trnslerz Out . 3 (L300 7.0, -
TOTAL OTHER FINANCING SOURCES (USES) ;357 5B} xu 37,061 '1‘:"117 Y
E=eazz of Revonucs and Other Fiaznsing Sousees Over -
{Unger) Exponstiures sad Other Finsncing Uses (1183353 ey
Fund Dniances ot Beginning of Yes: 5e0335 5402358
FUND BALANCESAT END OF YEAR PSR SN
The n integral £ 3f the bz .
E
EXMIBIT a1
CITY OF CONROE, TEXAS
TATEMENT OF CASH FLOWS
PROFRIETARY FURDS
FOR THE YEAS ENDED SSATEMEER 0, 2005
Entorprise Funge tnlemal
Waler 5he Sownr Seniee
Fund Funde
Cnsh Flows from’ Operating Activities:
Cash Recolver lram: Cetamers B WIWRI S se3743
Casn Rozsivad e Sk - 110330
Cooh Rz (mymaris) e o Dt - Foncs o= Servieas - 3288.076
2n Pojrmonts ta Employee=for. 15.131,548) 1557.028)
umpters. IR Goods an Senices Rasrsn (700.838)
Cact Paymer % Shimz — . nsuay
Mot Cazh Provided [Used) by Dowraling Acfvifies. —_— 3SNIES ERL =0
—_—eE,

Ersh Flows from Non-caplial Finanging Actividess
Incroess in Custamme Cnpozds
Tennslors Fearm (T} Othor Funds

Nt Caeh Providod (Usod) by Nomconiinl Fingnsing Acthiics

Cash Flaws from Caaitst and Relztez Finzncing Astivitless
Froeaees lrar Immusate of Longilerm Dest
Pm-wul.vsdhummpa
As ‘o Constricion =f Capitul Asolr
F"n:r!d- lram SM qua::»m':\.c 23
Bond iz Exp

Net Cash Providod mw:) or Canital & Polales Finangieg Astivilas:

Cash Flows fram Invezting Azdvries
Purchase of Invesimont Seeui
Prazyves from Sole anz Malwiliss of Seeusities

Net Inerense {Deerence) by £z ang Cash Squivalonis
Cash and C3eh Equivalonts 31 Beginning of Year
Cashang Greh Sxulvaionts a1 End o Year

Recanclifation of Operaling Inesme to Net Cash
Providad by Oparnling Aetivities:
Opnrating Income (Laaz)
Adfjusiments (2 Seconele Opermiing Inorme to Nat Cazh
Brovidcd by Opersling Actiilar
Dez
Chsnge i Assats and Wasiilos:
Occranrn (incrance] in Rotoiabios
Decroase fincuaz} in aventarios
Incrwzs (Dro=sac) in Azsounis Peyedle
Increnze (Doeroasth in Reidinsge Payable
Inergose (Becmasc) in Campenzaied Absanzye
Increps (Decranse) in Lesz Ciaims.
Incrange. [Dpctea—uj In Azzrune Sponzes
Tor! Agjueim
‘st Cash Providod IUBH) oy Coermiing Acthdlies

The tos

G2 -
I1G.130.030) (3,288,007}
pou— s R—

17,184,020 -
(B$3.206) -
18036336} -
20551 -

EATTRY

16.521,268) - 1412731
057,208 -
109,238 8759

[2564.553) ST61d]

1 534,456

EE ALY -
(5¢.207} -




CITY OF CONROE, TEXAS
NOTES TO THE FINANGIAL STATEMENTS
FOR THE YEAR ENDEO SEPTEMSSR 20, 2006

Sumaiey.al Slgnificaat Accaytng Ralicizs

Thu_comlined finandial sialements of Gy of Canroy, Tawas (ine “Chy) have beon pregored i conformly wits

milng princigles apnlicable to gavemment unlts which are gencrlly accepted in the Unlled Stales of Amorica.

The Gouernment Ac:ewlhr\n Standards Bontd ("GASS) is the aezepled stoncod salling body for esblizaig
gavemmantal accounting nnd fioanchal roporiing panciples. The following e some of the mara  significant
accaulag poliien.

i

Reporfing Entity

The Cily's comdinad financlal slalemonis inchudi the accounts of 30 fts gperalions. The Cily evaluated whather
any ol ety should bo included in these Foanclat zidlomontz. The crleds for Tnckiding organisations s
cormaanent unlis witin e Gly's repartiog unity, 3¢ Fat forih in GASS Sintumenl Na. 14 ~The Financil Reporing
Entay. inchede whether,

- the argnatzition it legally supaeate

~ I City llnlds e coporale pewers of ta aronization

+ o Clty appaints 2 voling majadly al'the organizotion's board
o iy 1 70l 1 fmposa o v on he organizatian

- the organizatian has the palenlot o imose 3 Faaaclal bengiburden on the Gty
- thera s fiscat deprendency by the organtzation on the Cily

SLENOED COMPONENT UNITS
The luliaviing enlligs art includad i the Aranciat stalemants as Yanded comacnnnt urils basad vpen thclr
significant financiat and aporational relasianshifz [< the City:

l:nmuuudu:|mn_ﬂcv.cx:pmcm_xu_rnmlinu__.mc). Ofroclars  are sppoiated by the  govemming
body:al the City,  Atthaugh it s JogoAy scparmic from e Ciy. CIOC is reponcd 32 I i wers part of e
pdary govomment becawse Ms sle pumose is fo axpend the prozeods of mny sales and usa laxos
loviad fo¢ Ihe City's benafit in order to finince major capital constuction by the Clly.

Coorad. Back_Eoundation._Ine = (CEEIL  Dircctors are :mpch\lnd by ine govaming body of the City. Ahh:m;n ﬂ
legily agpnralc lom the City, CPFI I3 reponcd 2 1 i were. part of the pemony govomment becaw:
sl pupasa i 10 3k i of renl propory and rangter 1o the Cly 19 pramots 506 dovalop ho Cly's paks,

Sica_Jobazun_Je_Comuiaily_Center Molautzecr_oex LQICE) A nenprofit camortion ergariaed undur tha
Toxag. Han-Profii Comaratian Act 1o engagn in chardtabla and vcueational e relaled lo the Osear
Junnzan, Jr.  Comeualty Gent municinal _community comer cwned by lhe Ciy. The Dieziars aro
apoleted 5y Ine Mayor suticcl to canfimalion by 3 majodly vate af the Gy Coun.

u

R‘b\TED ORGAMIZATIONS
s oflickils e dlso rezpansitle fot pgointing the members of thu boas of othor organizstians,” bt
ch Cuys acenuntabiity for those organizations does nol exlend beyond making the angsntmnts,

Tha taltowing araalzations ara relaicl gazalions, whieh hava not buan Inchueed tn the 7o

g enlity: .

Lake_Seooe_Toudat_Caucil_-.{Ganted. The pupose of e Counct Is to promols  lourizm
and the hatel industry Wil aed in (o viclnity of corial sanexed propedies, ineluding tho prometion cf
Qal Lago Goll Resort and Conferanen Centor, The Cotor Iz requirsd by the Gy fo catoct aad semit e
holel oceupancy 1ax Imposed by Iho City 03 Suthorted by the Code, Chagtar 353,  From sueh funds
collectcd, tha Cily sl disturzo ta the Caunci 3 aum cquol to 37 of tha holal ascupancy laxos aciually
cemiiicd o the Clty by e Contor.  The City ls rasponsibla for tho approval of budgets submited. by the
Cauncil, Pilor lo  Suplambar 30, 2006, W Clly hnd rzported the Conter 25 3 blonded eomgonent unh. The
ramouat of flig Conter reduced the: gavonaeatt actlvtios nut assals by S324,814,
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4

(ecoguized in Whe Gical yaor for Wiich Ihe toxes are lovied, Revacus fom grants, ontilarmants, and
donslians is recagatsed fn the Rscal your in wiich ail shgibilty requierants have bean sallefiad.

Governmental  Fund  Flnanclal  Statemonis:  Govommantal  funds  arc ropedted  usleg  Ine
curronk financidt rzawrcos maasuramant facus 3nd the madiiod accrual basis of sccounling. Under Ihis
meton, revendes e recognizad when measueble and avallstle. The Gty camsidors o reveeuas
reporied in tha govemmental funds. lo be avaltatlo i the revenues ore collected within sisty days aher
year-end, The Cily does not corsider ravenucs collecled altar its yearcnd o be ovaiola In the currenl
periad, Rovenuas lram Mieal sources eonsisl primarly of properly laxes, Properly tax revenves and
rougnues  received  feom  the  Stale  are  recogrized  uwader the  suscoplible-lo-acensal
concepl. Miscallancous rovenues torc recorded ns revonuy wham received o cosh bocausa they
are genceally nol measumbla unil nciunlly received, Invesiment gamings are cocordod 73 gamed, sinca
Mhey are boil munswable and avalalle. Expendiurcs ore recordod when the folotes fung FsSity Is
incurrud, except for nnn:np:l and inlerost on ganarat long-lefm dobl ond dlaims and judgmans which ara
rucogrizod a5 mxpen fo iha et tiey buve matrcd. Goneral capitsl assel BI3usions ot
Tanoded 0 expondiuris = govemmenal fonds, Procands. of generl langenm Ge omd scislions
under capilat leages are reported 3z Biner finanicing sourcas.

Whan the Clly incurz on capendiure or cxpense far which bolly rmaldeied and unrezuictod rasources may
e ned il s e City's poliy 18 e reslielad resourcos sy, ihen unreifciod fozoursas,

umm msa Sttomont  No. 20, ‘Accounting 3nd  Financial Reooring for Proprielry Fuacs

ovemmicalal  Enilios Mot Use  Progrisisry  Fuad  Accounting®  all lnl:rnn:m
humr ».m coninon 10 futiy Financa Accounling Standards Doord [FASS") stondords hsued on
bafore Novembur 30, 1902, Hawover, from What date forwArd, onlorprie funds wit have e opten of et
1} choozlng not 1 spply fulure FASG standarda fincuding amendmenta ‘of earlier proncuncaments), or 2)
contimiog 1n Tollaw nevi FASS promouncementa uniess ey cofies sith, GAGH guidanca. The Ciy has
chezan (0 apply (ulura FASB atandads.

Financhol Statement Amounts
2 Coshand lvesimante

The City imulntalns and conlrels cash ond ivealment pools dn which e pdmacy gavemments
funes shaca.  Each funds ponfon of pooled cosh hus bacn consolidaled and cixplayed on Mo
genceal fund balance shael o3 “pocled cash and cash quvelonls” M wddion, non-pacled cash
nd lnvutmealz ave sepaicly Ield and ccllacted In the respeciva fustls 33 nepocled cash
nd cash cquivalents™ and “Ivesimenls”, some af which may be resireted assots.

The Cly, ns 3 renaming enbly, considors Nghly fquid lavesimonts (inctuding restiztod assels) with an
original maturity of Ihrnn months or lags when purchasad 1o be cash agulvalonts.

Tho Chy s outhorized by the Public Funds lnvozimenl Act of 1387 fo invesl in: 3) Obligutions of the
Unlled  States ana ltz e cie3. o instrumentol ) Obfigations of the Staly of Texds, ¢
Obifgations tf alales,  agencies. poltical sbdividions, 30 municoniies haviey 3 roling ol pot 1o
Wrar A )l <alnteraieed dreet repurchasn agrasmen

The Glly mpods ls investownls 3¢ roquimd by Statomont 31 of e Gavermental Acssuntig
Slandmeds Daan),  Accounling e Financial Raporting lor Cartoin Invesiments and fer External
Invasiment Pr.mk. Investmenls  wilh 3 matudly of tazs an one yead ot acquisilien arc toporied ol

& invesyments in oden-and  mutual lunds ace roporod n' hw voiue, b3 determined by
tha nnds :\Jlﬂ:ll\ shasa pricos.  Thiz vahg :l:r'!nmma(nx cost,  Tha estments i the stole’s
public funds favoztmant pael ara reporad ot I valse bosed én the anuc p:r shore of the paol's
undering partalio.  Mistorcally. ‘the volue per shar in the pubfic fune Shosimens pool has

212 therafore, the Cily s pacl nre reporad l wmonized cost

CITY OF CONROE, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDSD SEPTEMBER 30, 2006

Ceotar_Fiwmen's Befiof sod Reliemenl. Evnd_= (CEERE), A local refirununl plon covering netive pald and
velunloor fiecfighters  of the Clly of Caoraa, The Cly ...,—u.u coniributions 10 tha fund o5 the Gomen's
zmplayer. but has o9 control ovar  kwesimenls o pension benca, Twa of the funds trusicos are the Mayar
ond Finanee Directar of tha City, or el appointacs.

Moglgomey_Cauoly U= (SU).  An onlly cresled o monage Mo emcrgeney Idephone  response
sysiam.  The Chy appoints ene momber to tha 911 Board,

Jelol_EitclEMS_Communicatoos Geatec_x UEECCL  An onllly cresied fo manage Mo ond omorgoncy
modical  rasponsu in Montgomery County. The Cily ‘provides poriial funding bnd dppolnts oo membar 1
the poveming bonrd.

HoustaalGalvesion_Atex_Council = (HGACL A covack of focst governmants In lhe HoustonGohesion oren.
The City appoints a roprozaniative. A
Contae_lndencostont_Scncal Diswict  The Cliy of Conroe provides no fumfing end has no appointve or
budgotary oulhority.

Moatgemen.Counly. The City ol Conroe pravides no y " r budgetary

Maoloamery_Caunty_Hospilal_Disidct. ~ Tho Clly of Concea provides no fundisg ond hes no nppolative
or budgelory authority. - .

it (oL Aparalsal Distdct,  The Clty of Comoe provides some funding nrd casts voles for
board membors,

Implamentalian of New Standards
Inine current year, the Clty implemanted the faliowlng now standards:
GASB Strloment No, 3¢, Basic Fnancial Stalomonts Managumpol's Discussion end Anolysis - for Site

g
and Lacal Govurnments, 2s Il pertains 1o Ihe retrosclive roporling of infrastructure *assels only. For more
information, zae Nole © - Copllal Assels,

GASB Siglemonl No, 44, Eccromic Condlion Repofing:  The S Soction ~ an_Amendmont
of NCGA Stargmesl 1, which amends M potions of NCGA Stolamont 1. Govorsmenial
Aecounllng and Finonciel Repering Princlples, Wit guide tho proparnlion of tha stotitical . seciar
implomeniation of GASB Slalemenl No. 34 crosted 3 nood for tha presentalion of now informalion in the
sialisticol seelion.  This stalemenl was Implemenicd Ly the City for the flscal yoar ending Sepicmber 20,
E

Basls al Presanlatian, Basis of Accounting

. Basle of Prozantatlon

Gever Th a

tnlement. i ‘acbviics include the. Tnanclsl rilos ol Iy avaron govammant, axcept for figuciory
Sciiios,  Eiminations been modn i minimiza * o doutle-counting  of intemal  actiles.
Thesa stafemenis  disunguish beiweon e govermoniwl and  businossdype  ocliilies of | the
City. Govammnnial , aciivilies gonorally wvn faunced theough loxes, intergovemmental revenves, and
alfhur nonexclianga Iransactions. Businesz-type neiflios ae finaaced In wholo or in part by fons charges
10 extemal pories, -

Tha statement of acthvilloz preacnls a comporison betweon ditect oxpensos 9nd program rovenucs for
tho cliiceent budiness-lype acklics of the Clly and for each funclien of Iho Cly's govommantal activilies.

CITY OF CONROE, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 10, 2006

b Property Taxos

Property toxes olioch s 30 enlorceable fien an propedy an Fobruary 1. Tores or lovicd o become
poyatla on Octaber 1. The Counly Ts rasponsbin for biling and collocling Cly properly Inses, Gty
propeny 1ox foveaues  ore (ocognized whon lvied lo the oxtant thal fhey femull in cumant
receivablcs. The combined curenl lax rolo lo  finonce general  gavermental
sorvices and payment of principal and Interest on lang-tenn dobt for fhe yeor ended Saplembor 30, 2006
vz $0.4335 per $100. allocolnd $0.2435 for the Genarst Fund  ond 50.1900 for tha Dott Servica

The tax rio for Mie yoor onded Soplember 30, 2005 wos SO.4336 per $100, which was
allocaled $0.2235 ta ihe Gonoroi Fund and $0.2300 o the Debi Sorvies Fund.

©  Inventodes and Propald llems:
Illvmlnd:: cansisl primasily of mppﬂas lev!d al cozt, which opproximates markel, Cost is defyrminad

weighted average method. cost of Inventorios is rocarded a3 expendiiurazlexpunzes. when
mnsmcd ather than when purchasud,

Gt gagmonts o vundors foliet costs apnfcobic lo fure. secsuring poraus and ara rccorded
s prapald

d. Capilal Assois

Puthazed or consiruclad copial nssols o roponod Sl cast or astimaied hisloricat cost, Donatedt

fixed pasels ore u::éfdnd o um-, estimaled foir value ot the date of the dontion, The cozt n: parmal

maialenance ond odd o the valus of the assel or materlaty exland assels’ lves
. e ol capiaiend. A::lnhallx:lmnlll!uslluld ot 55,000 Ia used,

Capitt assats ara voing deprecaied uging Ure simihtline methiad ovar tho following astimoted u3ak ivaz:

Esilmated
Aszat Class Uselul Livos
Buildings and Improvurnenis 2050
Machinery and Equipment 215
Infrastriciore 0

& Racalvnbla and Pay:

o Bataneez
Tha Cily belicvos thal sulficicnl doiait of recolvable and puyable bofoness s provided I e
finantial stalomenls {0 avekd the obscuring of sigriicant components by nggregnlon. Therelore, ro
zclosure Iz provided which disnggrepates those baiancas.

Thete ary 0o slgeificant

o 1ot scheduied in one yoar of yeor o,

L Componsated Atencos -

Fullle, permancnl employces fre granfed vacuion boRORE In vaying dmounts fo pocified
madmums dopanding on  fenwm wilh the Ciy.  Sick foove aceas fo fubfime, permanent

+  omployees Io specificd maximums.  Aller fva years of sorvice, employoas are enlilled o @ poriion of
thalr sick loove batance nat lo excead 50 days or 720 hours. Employcos are ol anilled o 3N Secrued
vacalion leave with na m)mmum o al service requiremont, Police officars and Sghorfighiers ore not
enlilled 1o {heir propartion: slonca until they relire or bucome disablod. kuv:n these
employees histaricaty ke il (hu cny urml sallromenl.

Selocied managemunt employces ara enlifed 1o AN accrued sick and vacation ” leavs  balances ol
tasignallon. AR occrued Ume s ‘Sick and vocalion lesve balances aro acened when neured ki the
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Dircct mxpenses mie thoso thal ave zpocificaty aszocialed wilh 5 Arogrom o funclion and, thatslor, aro
du::ly idertiatl 1o 3 paniaae funciion. The Glly doos nol niveale lnditect sspenses in tho statemon) of
actldilos. Program fevenues Include (6} (oes, fincz. and chorges paid by tha sockpiunts of goodz or
fovices offerod by tha pragrems 349 (b) grants and conlribulons that are roswlcled to meoting tha
opzralicnaj ef =3ital requirements of n parlculr progrun. Revenuds Mt fro ol ciszzified a3 proprm
rovanues, ingtudiag ab iaxc, acc preseted > genernl revanues,

Fund Flaancial Statemants:  The . func limanclol  zistomants  provide  tafoemation
Sout the Ciy's funds, with =eparala stalomenis prezenied lor €3en lung calepary. The emphass of fund
fonecial statements ls on mojor govommenlal ond onlerprise funds, woth displnyed dn a sepaclo
column. Al emaining oot funds rd agaregated snd reported as nanmajor funds,

Propratory lund operating fevenues, such 3 chrges for sorvices, resul Uom exchongo Uonsaslions
amm:um »ith the princinal sclfvily of the fund. Excliange tmnsacions are those in which each party recoives
d gives up esseatinlly cqual valies, Nonoperaling revenuos, ftuch % subgisios ond Ivezimont camings,

et o feAcxeliongs Ionsactians of ancitary aciviias.

The Gily reaors 1 lllowing major govoramantal funds:

General Fund. Tiiz is the Clty's primary oparling fund, It sccountz for oif fiaanciad risources of the Gity
axcept thoo coquited 10 e dccounted lor in ooother fund, The prisial sources of rovenua of the
General Fund aie propemy taxes, soles and wse taxes, Gcknses and poris, chorges [or sarviens,
aud finos and forfeilurcs.

Conroe Industrial Development Carparatlon, This is o speck] revenue fund used to aceount lor specific
cevenues. thot are fegally restrictod 1o eependilure for pariculir pumoges by the Gty of Convoe,

Debt Senice Fund. Tiis fond i used 1o ascount (o7 the nccumintion of msourcas and payment of
gonaral ohiigotlon bands, conkcastual chigoions, ond cerfiicales of oblignllon. Tho primary source of
revenue for Dbt Service is propenty taxes,

Strect Improvements, This is a cupital projects fund usal ta secoud lor the uequisiion and conzinuction
ot major eopiol taciiies oiher than Wose fronced by Propaciary Funds an Spocll Revenae. Funds,
Tha princpal resources of the Canftal Projoats Fund are conital grania, cerifeles of eblgntion,
procecds from the swla of hands and naclat astezsment,

The: City repots the lolowiny major propristary fnoz: .
Water and Sewer Fund, This fund Is wsad 1o account for operations thal arc Baanced nnd operaiod in n

manner gilar 16 privale businas entempiizns whors the cotts (oxponzos, including doproctarien) of
proviting waler and sewer sendces o Tha ganerl public on A continuing bisis aro fngnced Suough

user charges.
Infornel Swevies Funds: Tt Junz - Service Conier and Sell-Fundod fasurance -

usnd 13 account for avanuas and cponses ololod fo services provided fo paries indde e uv,
Thiz fund (ociale dhldbulion of sudpod cosis fo the usas of suppon  somvicos on

i ol
eostrolmbursomont bagis. Becouze the phncipol wiens of Mo imlemal service are lho CII}"
buzincss.type acliviios. Whis fund type is Included In the “Businonstype Actviics” cotmn of the
govemmant-wide firancial stotements,

These finnncial stotemenls e ceg poried  ucing the oconomlc  resources  measurement in:u:. The
govemmentwile and plnpr)nhlry o fnaockl sllemris 3y reponed v e vccrnl b

sl af
accounling. Revenuas are

d and exponses ora racorded o the fime Eabiles o
floes 13ka plnce. Nonexchange Imnsacilons, in wehich

City givas (or recaivas) vnloo withoul dectly receiving {or giving) equel valuz in exchanga, P
Propany iaxes, gronts, criijaments, and donations. On an acerunt basis, revenuo from propory Lakas it
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.

goverment-wide ond preprictary fund financial stalemcnis, A Babilty for these omounts i reporian
only if they have molured, lor exnmple. 5 2 fesul of enployea resignations and rathements.

5. Intedund Acthlly .

Tnlesfund activiy rasulz (rom toanz, services providod, reimbLrsCreAls of fanzlers between funds, Loans
o roponed 33 fnodund /eceivobles and payatles 0z oppreprale and mre subjuct to chminaton upon
consolidolion. Servicos previded, doomed 10 de at markel of nodr niriel raies, Ae Uedted oz revenoes
expendliures or expenses. RoimSursomenlz occur when one fund Inmurs n cost, ehivges the
appeopdate  benefiling fund and reduces s refaied cost 2z eeimbursement. Al olher fnlerfund
7% ae Irealed oy transfers, Teanslers In ond Tronslers Oul wre nofied ang prezenlod 2 3 gingla
e, on th govemmentwide statemont of aeliviios, Similary, inicdond rocoalics and
yobles ra fieliod nnd pusknted as 3 single lotomal Balnces” fine of the gaverment-wide
stalement of nel assels.

b useof Esiimotos.

The preoamtica ol finpreial stalomonts in cunlomity with GAAP requios the use of maenpements
estimatos. Acud! rsullz could difer feom those estimotes.

5. Budgetary Control .
The loowing proceguar 310 lofoucd o GRtabliing tha buielary doia retkaed e bacic francis
isemen .
5. Priof 1o the begining of the fizeat ynar, the Cly prepares 3 budget for the nox :ncu:gdn- fiseal yene.
The aperaiing budpel includes propozed expentitures and the menna of finanelng them.,
5. A meeliop ol the City Coundl iz then cstled for e 1u,'nu<¢ of adopiing the progiosau buog, At feast len
days’ public naflee of the mecling must have mny.
& Piior to tho stan of the fiszal yoar, tho budgol is lgaty enocied hrouph pE=Bge of 3 rascllion by he
ity Councit
Onece 2 budpet i aoproved, il can be amended anly by approval of a majodty of the mambais of the Cily
Council. As fequired by taw, such ameadmentz hre mode belore the fact, arc roflccted & the official minutos. of
the Clly Councll and are nol made alter fzeal year ond, Duing the yase, e budgat wae amendod as mocozzory.
N buctget npprogrintions lupse o ycar eod,
The sppreptnied bulgut s prepsred by fu, ancion, 300 Ukgiemenl.  The Gz deparimort g
may make anclors of :lppnnn:llnn; witia 2 armun ronslers of  appraprlfions  between
deponments mqmm o appeoval of ipa Councl The legdl level of budgeiary confrl (i, the level a1
which oxpandiaroz may not legatly axcesd sapropriion) ks tho dopartment lavol
Compianea.and Accountanily .

Deficit Funtf Batancz or Fund Nel Aszels of lodividunt Funds

Follaning ars funds having defici fund batincas o fund nu ssseic st yeor ond, § ony, slang with remaks which narcss
such deficis:

Denck
Evod_Nome . Amount ﬂcm:ms
Streat trprovments: (2.751.739) D dobt  durlng 2007

(146759 City has >uhsmm.:my m:mmmd the daRcit In 2007
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2 il
. Govammant
Deacistien wigo Fune Qtecme=s . Remate
Tolot Aamls STOSETAI8 | 5,0.972587 {524.563) Intomal Scriten Func
: -~ Tuodrom Clhar Funds
Yatal Linphitias. 223,904,480 S20.006.698 121,750 inlomat Sesvice Fund -
Liaxiies

€. Queozitaandlavasiments

Ths Cliy's funds = o ba dunodin 3nd lnvenied usder the tarms ol o dopoviory conimeL Tho: dedositery
ban depoalls for 'al»ﬁulnmg and toust the Cly's ancnl bank masreved pladged socurling in n ameunt
sulficient lo volect Gy funds on 3 uayelceay Jmsls Curng the poriod of dhe, contac,  The plasge of asgreved

ind only lo ihe euent ot the dnpoziion Saek's dollar Smewnt of Fouerol Cedesit tnsurmncs

agcuiling K waivnd
Corporation ("FOICT naurangs.

Cazh Qenasits;

Al Seplembe 30, 2006, tha cwrying amount af ihe Y dezasis {eash, o inleenst-buariog Suvings accounts. re
inrduded in lamporary fnvaiimants) wat $10.837T10 and the ok Yalonce wna $ILASG,129, The Cly's wash cercslta
ot Snplwmbae 30, 200G and duing Ine yea7 crded Scolembor 30. 200, wore \:ﬂlmlw covercd by FDIC inzurnes or
By pimdiud coliziaral-held by ho Glty's 3gem Sank in the City's name. .

lewestmeais:

Tha Clty |c mauiratt by Governmunt Cote Chapter 335G, The Publlz Funcs tmvesiment Aol ter adepl-implemont, snc

cublidia pn bvsimont polcy, YNAC ooy ‘muit -0 wellant pemady emanasire safuly of pendpal and Uity

adress iovesiment divardGcalion, yiele, nd Maturlly one-Ine qually and caganiily of Inyetmont’ man3gomont: Snd

inciude o 1l of tha types of Juuedzed invesimoric ln whleh tha inveating anily’s funds may BE lvesing, e e
i #Amad motwity of e byt wlty,

Tha Susic Funds Invasiment Aet ("Act) rmavires on anmusl 26l of invostmens pragicas.  Audil precedures s Big
03 Soduclod 33 # pant ol the oudd ol the fisnacial solemante dizdlosed that i T orers of irveslmont oractiees,
monagemant Foans and estblistment of wpproprlate £oddies, e Cly aghered 1o the reauaments of e AL
Acdilorally, invesimenl gmiatices of o Cily wern in acsorstanee wih 12 noicios, The Ad Qwlarinds the typcs. of
imvanments whien sk Mawstls far the Gly Those cude, win congin restrictions, {1) ohigaiens of e US.
Tressury. coitoln US. nganciar, ond tha Siun o Texs, T2} conifiznies of depost, (3) cwisn municzal securides. (4]
maney mackel sivinge accouets, (S) v::ur::m. ayeun!:. e :nmt:-s necopmnees, (T) mutval funds, (B)
inursimant goo tum

Weignied Aversae
tnessicaent Zyee Maturite IYears)
Money Markot s 2arase - 2.00
Texeaol £301289 0.0t
U, Savaroment Sacurilles, Lodgiem 5595742 435

* U.S. Governmant Sacuriies, Short-larm ¢ Ssasns 0.55
Comenorclal Papar J931T1 : 0.9
Yaist Faie Valua S_2091s .
Portailo Walphted Avamge Malurly- 76

Inieraz) e ek Tha, City's investmen: 7eficy is 1o 2nzaniials s cortalo In sharorlém seouriies tn order to Mt
sriadon) sk cauzed by ehnngen W lnlwrart raox, The movimum eotarwvelghicd Svemge maturics Tor B oAU
sortala shal b imied lo 305 days unlass o ‘=acurllion 3 Belng holo for loag e gosls,
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FOR THE YEAR ENDED SERTEMSER 30, 7008
2 Teansfors To and From Othar Fuacs

Tenafoes 10 3nd leam wihe funds ot Seatember 30, 20G6, csnsisiod of tha following-

Yeansines F Teanslnes T Amount. | Ressen

Ganarst Fund Girer Sovomenoniat s 13936 tn ew of st 1o Conroa Tawar

Genorl Fung. Dter Gevermraantal 124500 Afostibn of rovenue TIRE ¥2
LFy . - <11.899  AMoslion of revenue TIRZ 3

Waler sne Sawer Ciher Gevermanitat 138036 tn e of ront Ic Canro Towar

Watac and Sawar Gonemt Funt. 709 Adeinisialive Cast and

Zudgat Stdaliztion Fund
1207861 P& enioten tc Pack Dast
Tt s__aimga

coc Dbt Sorviewr

L Lm‘:ﬂ‘ﬂnﬂt:ﬂmﬂnu:

Langierm dob -coretzz ol gencr cbicaon bones, esmmeual and ssdicsien -of aNgain o resemae bends,

the Clly's. mocruca llabiSty for. compenwitcn Shaenczz 3nd compenzaiaey e, snd oo i

iiesgel paymanta en Ihe Ciys bonded dobt are aecwed solcly- by 9d valorem property fatas eced én 21 meabie
Payments

1 Long-Tem Obikgation ctivily
A summany of tiva tong-inem bordnd et of the City =3 Soptember 20, 3005 t= prasanted delows

tasue Hgteriy. SHonds -

Ralg Onts Oate Qutstanding,
Rafunding Dorda
Raluning Donds, Seties 1000 100508 1098 W5 S 5359000
Relunding Bords, Serles 2005 350 2005 113 3.800,000

Totsl Rafunding Bands Payavle S, IBES0.600,

Contractual ang
Certifiestes of Obllgatian

Serlon 1907 CIOC * 2037
Sarien 1001 % 201
Series 1998 ©ICC = 2017
Sarias 2008 % 280
Surlox 20g1 ) 218
Sarloc 2002 = fded
Sericr 2003 = 2917,
Serloz 2004 k. 20
Serlor 2005 = 2o
Total Controctust 3nd
Certificates of Obligatian Payable
Ravwnue Bonds
* Watarwerhs 3nd Sower System . .
Revanue Rulunding .
Bands, Sorlas 1008 280448 % 3000 2008 820200
Bancz, Seriez 2006 S500 % 2008 0 agas,c0g
Tota! Revenun Bands, Nat 5__11500000

e
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lnvnsgimens AccosniingBalizy
Tho Cliy's gonoral' golley ‘{3-'o teport maney

Iavastment eontracts alt Smenized enst“ahd - (o repor, nengarticpoling Intorest-noring investmant. canimcta teleg;

matket . Ivesimonts ond shortorm godicoolng inlcrost-aoming.

cosihasad meazun, Howoves. K Ine foi volue of o invostmant is signifieanily sifested by the imoskment of tha eral
atanding o the dsauer ar By ather foclors, A fa regerlcd-ot Inie value. Al lher nvesimenls ra reportod al lair value.
unlezs & legnl.conlr exists which Gunrantecs n higher valus, The lerm “slier-iom” ruds 1o Investmantz whieh have

2 ramsining lem af eno_ ynar ar Inss al ma of
value doas nol vary wilh kel inferest i

‘neeparticisileg loracl-aeming invasiment conimcts,

purchase, The tom “nonparicialing” moans that o vaskmonts
ehanges, Nomncgollaia corificaies of deposi dre examoies of

O. CositalAcsels
Tor the yenr ended Sep . 2006,
Beglaning Ending
Batangne Inereazes Deernses __Bafances
Gmmmnnm.ac.bn’.h:” e
Coptst sszetz pes bing: cepeecinted:
et B $ 137500075 Js (9GRS R
Conslruclion in pregre=s. 255 255.!51 4814772 370723
Tolzt exgital assnts not being dapenciated 1§n1sg K R ] TS ]B S5
Copitat acsats bivng doprocislott:
Read Hotuark (1} 26608742 - - 26560742
8uildingz nd naravarmanla 34447013 nE6s2 | - 35,3353
nacninery 3nd Eaulomant 0302162 1219239 (TS3By-C 11296018
Intrmztoclre - - 7,034,368 - - 72333
Toist eanital azzets being deprecinted T5252.215 G575 [S75351) 81,1260
Less aczamulcd depraiation (o
Rond Nework (3 {16.860.100} usa,:m - 7,076,470}
Suildings and kmprovemaals (8:214.587) (870,02 - (10,38472¢)
Aachinery and Equipmont {5.300.550) (878 m) IR - (shs)
Inlrasiruciue (203588) ___: (20071 (522.352)

Totsl secumulstd depraslation

ey —Sew —Eaa

—{31753.53)
Tato! e5pilal azyes bolng dopraclsled. nol __47.496.354 53531 gg 25720016
SoenB2SIAANE S _ 42100 .__LLJ.L;}_:L S G5SeNE

Gavammanlal agtivillas capital azsts, nel

(1) The begining balonce for Road Nelwork has boen secordod. This incrense tesulisd fiom the panial
lIrplemenlation of the portlon of GASB Statsriont No. 34, Basic Finoncl! Siatomanlz - and Momagoment's
Giccuzelon 3ad Analysls, - for Stala 5nd Local Govammanis, 52 X POINE. 1o rolraseliva raporing of intrcluclure
ossolx, Those 33501z wore devlred prior to Mhe Implamantalion of GASS: Slmmn:n: Ne. 34 In the fizsal year

endad Srptomber 30, 2003,
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L
Scolambor 30, 2006, ara 3a (allows:

Yot il ;

Beglaning Enting
SBriangg insreszne Docroznat Batnnce
Gagetomenial aclisitiest
Bcnnrd cbiigafonbonde S 21300005 — S 3480000 0500005 1385000
51,405,000, 3,065,000 uau nun s2378,000 32¢8.008
s,“ e (129,155, - 7 112,150 42,158
Toiatbands payable T1.425,815 3,665.000 d:mzs LT wmamsa T587.847
Capitafledzea. 1,825,186 2452455 499,157 3.788,485 293,018
Hetas 1,426,000 m m _taga 1,650,665 75.000
¥gath Clrims Linbiity! . 585481 1.1cn.:nn ua:nx
Compenzsled alsences” YR _a\___ __4msim

Toin! gavmmmuntnl acthiti

Buzinnzzeyne activiies:.

b T T g 3. 5 LLIAS 6. 1._74.5:._.

Ruunaua tandz 5. ursoe 5 080000 $ G85.000'S 110600005 . 715000

Lase dalerred omounts. 102529) ___ ~ 51,465 (51,464) _____[$1,368)
Revenug sonds, net 3812071 0,650,000 B33,535 T 11,628,536 663538
Cuslomer Deposits 1934 46,025 - 425,058 82435
Cogital leazes . ms‘z:ua 0334429 51,200 - 6.307.677 | 37\ ﬁ!
Compensaled at 85 - ‘e SG7.01

isences o 203088 =
oTioginmse o st s_,__y_;,;;,_‘ 0 73 T TR A :,.M

“-Cihor lang-1am Naiilos *

The i linbTics in ihve past are a5 follws:
Linbliry Actity Type _ Fung
Compensaied absences Govermmantal . Genoral
ey I 5 -
Mtz Claims Uislatly Govommantal  Soil-Funded Insumnes:

2. DoblSanich Rnguiomants

L 005,

Intorost,
2585135 §
2363840
2111356
1,074.202
1,617,016
. 2WT12:2016 24,355,000 - 4.704.262
2072021 7470000 1262311 7323
. 2022-2026 - o :.UTE.EM .. 608387 583,307
2027-2031 153214
Tetals P o0 m,uun 5 02,530 5,__GA72.895

L
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Beginning . Ending
Bslances Incronaes Lrerenses Bainges © .

inpecynn eluhine:
Copitat ar=ols not seing daprocialos :
tene s 205232 § - 5 - s 205,732

Canctruction i areprase 2365.990 713008 - a8
Tota! capltst 9zs0ls N0t baing denvecizted 1555230 7,338,000 = 5,605318
Depitat azzets selng deprosivied:
Buitdings and impraversnts 1,041,700 - 1041700
Maeninety and Egulpment E112.480 1192392 rrs;n n u:um
Intaznstuen 93323.53% 5038 m
Telst eaplial ngsolz Salng ﬂr‘md:l:“ S 5en 6ot TIE6ZE L (EEaA) @sgaz) s ug 505
a2z 1= deorecioion ton
Builnps an improvemunts [ R (13933
oshinesy ang Evioment (:02,928) a0 R
nciure (AT38a3d) _(403IVIe6) - (5277SSEO)
Tt acsumetatnd deprecision iy Tesenn TTnmE s
Total capital 3ssals Soing copraciatod, et _SBIRT (35055 3388) — 5118610
Businezt iy ahilies gl asrats, ot =SOSR S LS 5__ (TSNS ot

Dosresioion peenze vas Civzed to funglons oz Iolowss

Gavemmonisl Reivilies:

Ganem! Gavommont s zEaom .
Finance X 2430 .
Paske o Ta20s

Fefica Dognimant 83358

Publc Salaty

Publiz Viorkz. Coeie

Bislaceziyse Astivilion: B
Enterprice : LS agsGase
H £.465,13¢
B imerund 2amncesad actlty

1. Duo Toand From Omer Funde

Batane siter 20, 2005, consising of the Intiwing:
DueToFima Dus From Fung Zmoum | Purezs
cioc Gener) Fung .S 2550005 FooledCash
Watgezng Sowat Fung Genar! Fund 6319097 Pooied Carh
Ot GovernmenmiFimas Ganora) Funz 5007477 Poolad Casly

Tetnt 5_grma

amaunts duc aré xehoduled 1o be reraid within one yenr,
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YearEming Senmive
2007 .
2006

2012:207<

2015219

friviltr 2y

20252020

2030-203= - - 1.503303

Tatate: E&"E ‘HDD S ¥ MS

interaxt on the Soction 108 Lawn Gisranion |==eL.=1 020% pius LIBO.
Capitan

335,000

22 of Seslembor 30, 2005, orc 28 leflowss
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ED KHARBAT, P.E., R.P.L.S.
CAPITAL PROJECTS DEPARTMENT
DIRECTOR OF ENGINEERING & CONSTRUCTION

300 W. DAVIS

T R S S A A R SO

P. 0. BOX 3066

CONROE, TEXAS 77305 ¢  (936) 539-4431

October 6, 2005

iy,

Tammy Benter

T.CB.Q Locr2s s |
Utilities & District Section N '4' [ TII Lamd
MC ]53 . . . ‘ . -,_;‘r‘ “‘l, ()U/ ’ NN ) - e
P.0. Box 13087 | - NN LUALITY APPLICATIONS TEAW
Austin, TX 78711-3087 ' . , C Lebe sed !

l o f 3;&5’{0 ot §

RE: De-certification of CNN 12117

Dear Ms. Benter,

The City has annexed an area that has an existing CCN (19 connections). The water system, owned by
the H.O.A., is to be taken out of service and replaced by a City of Conroe line. ' : '

CCN # 12117 (Teas Estates Homeowners Association, Inc.) is to be de-certified ,ahd the area
transferred to the City of Conroe (CCN # 10339) pursuant to the Texas Water Code Chapter 13.243.

Please find attached:

City’s Annual Financial Report,

the CCN Maps, o

the agreement between the City and the FLO.A.,
Ordinance from Council approving annexation, and
Service Area Agreement from Annexation.

v AN =

~ Please call if you have any questions.

8'11139131}1, J
-

Stephen Troy Toland, P.E. ];:{f 4 (‘:n } i1 \!j r” W
Assistant Director of Capital Projects - )

STT/crl / ‘

- L

0CT 24 2005

™D
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“ r——Premdem of'the Assoma‘clon s signature below, will be. notlﬂed of the chanoe by-certified -

THIS AGREEMENT is made and effective this & 77/ dayof ﬂ-uﬁ. (57 2005
by and between the City of Conroe, Texas (hereinafter referred to as the “CITY”), and
Teas Estates Homeowners Association, Inc., (hereinafter referred to ag'the “H0A”) for
the transfer of the provider of service for the water utility, de-certification of the HOA’s
Certificate of Convenience and Necessity (CCN) # 12117 and for that area served.by the
CCN# 12117 to be transferred and serviced by the City of Conroe, CCN # 10339, The
Association will sign all future forms necessary to facilitate this trdnsfelj of service,

Upon completion of construction of new facilities by the City, the HOA will cease
operations of the water utility, and the individual home owners will obtain the necessary
permits to tap homes into the City system. All previously existing facilities remain the
property of the HOA. The 19 customers serviced, in acceptance of this agreement via the

“mail”

IN WITNESS WHEREOF, the parties to these presents have executed this Agreement in
the year and day first above written. ‘

Party of the IF irst Party (City of Conroe) Party of the Second Party (HOA)

(;://(/‘ e L | )Q/\/\/ p o

By: Ed Kharbat, P.E, Ey Joanna Come™"
Director of Engineering and \__/President, Teas Estates Homeowners
Construction , - Association, Inc.

Attest By: M // 4/é~ﬂ — Attest By: /jé!éﬂ M /J/}ZZ&O
N

Title: ﬁ/‘”fmﬁ‘v i~ 5%7/47 /“‘////7/ &E?M’Hiﬂe: % ’/GZ‘ZZQZQ/&//
. o / ,

SEAL SEAL

IENAWILLIS
Nc{ary Pubks, 8tata f Tms

DANIEL L. SHULTZ !

- 1Y COMMISSION EXPIRES J AUGUSM zOO& %

Septamber 24, 2008

T Ty

H:ADynamic\Sceretarial Documents \th\lu as Estates HOA CCN #12117.doe
6/30/05 crl
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City of Conroe / Teas Estates Homeowners Assoc., Inc. 13.248 Agreement
Portion of City of Conroe's Water Service Area
CCN No. 10339 :
Application No. 35170-C (Decertified and Cancelled CCN 12117, Teas Estates Homeowners Assoc, Inc.)

Montgomery County
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Texas E@mmissﬁm} On
Environmental Quality

By These Presents Be It Known To All That

City of Conroe

having duly applied for certification to provide water utility service for the convenience
and necessity of the public, and it having been determined by this commission that the
public convenience and necessity would in fact be advanced by the provision of such
service by this Applicant, is entitled to and is hereby granted this :

Certificate of Convenience and Necessity No. 10339

to provide continuous and adequate water utility service to that service area or those
service areas in Montgomery County as by final Order or Orders duly entered by this
Commission, which Order or Orders resulting from Application Nos. 35170-C are on file
at the Cominission offices in Austin, Texas; and are matters of official record available
for public inspection; and be.it known further that these presents do evidence the
authority and the duty of City of Conroe to provide such utility service in accordance
with the laws of this State and Rules of this Commission, subject only to any power and
responsibility of this Commission to revoke or amend this Certificate in whole or in part
upon a subsequent showing that the public convenience and necessity would be better
served thereby. ‘ '

Issued at Austin, Texas, this

Forthe Commission




TExAS COMMISSION ON ENVIRONMENTAL (QUALITY

AN ORDER approving an agreement designating service areas between
the City of Conroe and Teas Estates Homeowners
Association, Inc., pursuant to Texas Water Code Section
13.248; TCEQ Docket No. 2007-0334-UCR.

A request for a Commission Order approving a contract designating service areas
between the City of Conroe (City), Certificate of Convenience and Necessity (CCN) No. 10339,
and Teas Estates Homeowners Association, Inc. (HOA), CCN No. 12117, in Montgomery
County, Texas, was presented to the Texas Commission on Environmental Quality
(Commission) for approval pursuant to sectior} 13.248 of the Texas Water Code and Title 30,
section 291.117 of the Texas Administrative Code.

On November 13, 2003, the City annexed an area that included the area covered by the
HOA’s CCN. The parties entered into an agreement dated August 5, 2005, under which the
HOA would transfer its entire CCN area to the City, thereby incorporating the area into the
City’s CCN area. The HOA would maintain ownership of its water utility facilities, and the
~ homeowners would tap into the City’s system. The Agreement is attached to this Order. The
City is proposing to provide service to this area.

Contracts betwéen retail public utilities that designate arcas to be served and customers to
be served by those retail public utilities, when approved‘ by the Commission after public notice

and hearing, are valid and enforceable and are incorporated into the appropriate areas of public

convenience and necessity. TEXAS WATER CODE § 13.248.



The Executive Director of the 001111111'351011 mailed notice of the hearing date on which

the Commission was to consider the request to the City, the HOA, and the customers in the

affected area.

The Commission held a hearing on the request at its October 24, 2007, Agenda meeting

and found the request had nrerit

‘The Clty 1s capable of 1ende11ng contmuous ‘and adequate water service to every

customer in the area covered by the Agreement The transfer of the HOA’s authorrty to prov1de

service in the affected area, which results n the City as the sole service p1 ov1de1 renlalnmg in the '

area, is necessary f01 the servroe accommodatlon convenience, or safety of the pubho

NOW THEREFORE BE IT ORDERED BY THE TEXAS COMMISSION ON

ENVIRONMENTAL QUALITY that:

1.

The Agreement add1ess1ng the tlansfer of the HOA’s CCN No 12117 and

. desrgnatlng that retall water service shall be provrded by the C1ty, CCN No.
10339 1n that area is her eby app1 oved
CCN No 10339 held by the City of Conroe in Montgomery County is hereby

amended in aocordance w1th the Agreement CNN No. 12117, held by Teas

Estates I—Iomeowners Assomatron Inc in Montgomery County is hereby

'canoelled in accordance with the Agr eement

The Executive Director is drreoted to 1edraw the C1ty of Comoe s CCN No.
10339 as provrded in the Agreement and as set forth on the map attached to this
Orde1 and to amend the Cornnussron s ofﬁcral ‘water serv1ce area map tor
Montgomery County, Te)tas |

The Chief Clerk of the Texas Commission on Environmental Quality shall



forward a copy of this Order and the attached map to the parties.

5. If any provision, sentence, clause, or phrase of this Order is for any reason held to
be invalid, the invalidity of any portion shall not affect the validity of the
remaining portions of the Order.b

Issue Date:

TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY

For the Commission





