


















































Northeast Texas Municipal Water District
NOTES TO THE FINANCIAL STATEMENTS
At September 30, 2011

A. DEPOSITS AND INVESTMENTS continued

Investments

The Texas Public Funds Investment Act and the District’s investment policy authorize the District to invest in U.S. Treasury
securities; certain U.S. agency securities, including mortgage-backed securities; certain external investment pools; and
certificates of deposit.

Custodial credit risk for investments is the risk that the District will not be able to recover the value of its investments that are
in the possession of an outside party. At September 30, 2011, the District’s investments were entirely insured or registered in
the District’s name; as a result, the District’s investments were not exposed to custodial credit risk.

Interest rate risk occurs when potential purchases of debt securities do not agree to pay the face value for these securities if
interest rates rise. The District does not purchase investments where the face value is not guaranteed.

Concentration risk is defined as position of 5% or more in the securities of a single issuer. Investments in external risk pools
are not subject to concentration risk. The District is not exposed to any amounts of concentration risk.

At September 30, 2011, the District’s investments were as follows:

Principal

Investment Type Fair Value Balance
U.S. Treasuries 1,109,374 1,032,365

U.S. Government agencies:

Federal Farm Credit Bank 33,457 33,000
Federal Home Loan Bank 37,061 35,000
Federal Home Loan Mortgage Corporation 111,056 100,000
Government National Mortgage Association 1,569,265 1,444,056
Subtotal 2,860,213 2,644,421
External investment pools 671,854 671,854
3,532,067 3,316,275

The District’s investments in U.S. Treasuries and Government National Mortgage Association securities are backed by the full
faith and credit of the U.S. Government. The District’s other investments in U.S. government agencies are rated AAA by
Moody’s Investors Service. The District’s investments in external investment pools are rated AAA by Standard & Poor’s.
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Northeast Texas Municipal Water District
NOTES TO THE FINANCIAL STATEMENTS
At September 30, 2011

B. DISAGGREGATION OF RECEIVABLES AND PAYABLES

Receivables at September 30, 2011 were as follows:

Water Sales Grants Total
Major Proprietary Funds:
Primary Water District 119,723 28,999 148,722
Regional Water Supply 165,636 - 165,636
Lake O' the Pines Southside 69,280 - 69,280
354,639 28,999 383,638

Payables at September 30, 2011, were as follows:

Accrued
Accounts Accrued Accrued Sludge -
Payable Benefits Interest Disposal Total
Major Proprietary Funds:
Primary Water District 29,827 2,531 - - 32,358
Regional Water Supply 761 4,244 29,482 83,930 118,417
Lake O' the Pines Southside 68,780 - 44,457 - 113,237
99,368 6,775 73.939 83,930 264,012

C. INTERFUND BALANCES /TRANSFERS

Interfund balances between the major proprietary funds total $1,194,470 between the Regional Water Supply System and the
Lake O’ the Pines Southside funds.

Interfund transfers between the three major proprietary funds for the year netted as follows:

Transfers from Primary Water District to:

Regional Water Supply System 1,083,968
Lake O' the Pines Southside 214,600
1,298,568

These are transfers for operations and debt service and will not be repaid.
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D. CAPITAL ASSETS

Northeast Texas Municipal Water District
NOTES TO THE FINANCIAL STATEMENTS

At September 30, 2011

The District’s capital asset activity for the year ended September 30, 2011, was as follows:

Non-depreciable assets:
Land and right-of-way
Water rights
Construction in progress

Depreciable assets:
Water treatment plants
Water lines and intake structures
Pump station
Buildings
Furniture and equipment
Autos, trucks and tractors
Clean rivers project
Corp of Engineers

Total capital assets

Less accumulated depreciation for:
Water treatment plants
Water lines and intake structures
Pump station
Buildings
Furniture and equipment
Autos, trucks and tractors
Clean rivers project
Corp of Engineers
Total accumulated depreciation

Net Capital Assets

Balance Balance
10/1/2010 Additions Deletions 9/30/2011
1,435,037 - - 1,435,037
1,752,565 - - 1,752,565
3,187,602 - - 3,187,602
24,347,721 - - 24,347,721
24,062,011 77,177 - 24,139,188
799,966 - - 799,966
490,788 - - 490,788
931,227 - - 931,227
227,723 - - 227,723
84,025

- 387,617 - 387,617
50,943,461 464,794 - 51,408,255
54,131,063 464,794 - 54,595,857
(5,454,022) (579,839) - (6,033,861)
(2,869,278) (319,269) - (3,188,547)
(433,371) (16,000) - (449,371)
(370,929) (17,156) - (388,085)
(511,878) (123,361) - (635,239)
(191,493) (9,357) - (200,850)
(68,193) (9,851) - (78,044)
- (7,752) - (7,752)
(9,899,164) (1,082,585) - (10,981,749)
44,231,899 (617.791) - 43,614,108

Depreciation expense for the year ended September 30, 2011 was $1,082,585.
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Northeast Texas Municipal Water District
NOTES TO THE FINANCIAL STATEMENTS
At September 30, 2011

E. RETIREMENT PLAN

1.

3.

Plan Description. The district provides retirement, disability, and death benefits for all of its full-time employees through a
nontraditional defined benefit pension plan in the state-wide Texas County and District Retirement System (TCDRS). The
Board of Trustees of TCDRS is responsible for the administration of the state-wide agent multiple-employer public
employee retirement system consisting of over 586 nontraditional defined benefit pension plans. TCDRS in the aggregate
issues a comprehensive annual financial report (CAFR) on a calendar year basis. The CAFR is available upon written
request from the TCDRS Board of Trustees at P.O. Box 2034, Austin, Texas 78768-2034.

The plan provisions are adopted by the governing body of the employer, within the options available in the Texas state
statutes governing TCDRS (TCDRS Act). Members can retire at ages 60 and above with ten or more years of service, with
30 years of service regardless of age, or when the sum of their age and years of service equals 80 or more. Members are
vested after ten years of service but must leave their accumulated contributions in the plan to receive any employer-financed
benefit. Members who withdraw their personal contributions in a lump-sum are not entitled to any amounts contributed by
the employer.

Benefit amounts are determined by the sum of the employee's contributions to the plan, with interest, and employer-financed
monetary credits. The level of these monetary credits is adopted by the governing body of the employer within actuarial
constraints imposed by the TCDRS Act so that the resulting benefits can be expected to be adequately financed by the
employer's commitment to contribute. At retirement, death, or disability, the benefit is calculated by converting the sum of
the employee's accumulated contributions and the employer-financed monetary credits to a monthly annuity using annuity
purchase rates prescribed by the TCDRS Act.

Funding Policy. The employer has elected the annually determined contribution rate (ADCR) plan provisions of the
TCDRS Act. The plan is funded by monthly contributions from both employee members and the employer based on the
covered payroll of employee members. Under the TCDRS Act, the contribution rate of the employer is actuarially
determined annually. The employer contributed using the actuarially determined rate of 7.00% for the months of the
accounting year in 2011, and 7.00% for the months of the accounting year in 2010.

The contribution rate payable by the employee members for calendar year 2011 is the rate of 7.0% as adopted by the
governing body of the employer. The employee contribution rate and the employer contribution rate may be changed by the
governing body of the employer within the options available in the TCDRS act.

Annual Pension Cost. For the employer's accounting year ended September 30, 2011 the annual pension cost for the
TCDRS plan for its employees was $36,185 and the actual contributions were $36,185.

The annual required contributions were actuarially determined as a percent of the covered payroll of the participating
employees, and were in compliance with the GASB Statement No. 27 parameters based on the actuarial valuations as of
December 31, 2010, the basis for determining contribution rates for calendar year 2011. The December 31, 2010 actuarial
valuation is the most recent valuation.

Actuarial Valuation Information

Actuarial valuation date 12/31/2008 12/31/2009 12/31/2010

Actuarial cost method entry age entry age entry age

Amortization method level percentage of payroll, level percentage of payroll,  level percentage of payroll,
open open closed

Amortization period 30 yrs. 30 yrs. 30 yrs.

Asset valuation method Ten year smoothed value Ten year smoothed value Ten year smoothed value

Actuarial Assumptions:

Investment return (1) 8.00% 8.00% 8.00%

Projected salary increases (1) 5.3% 5.4% 5.4%

Inflation 3.5% 3.5% 3.5%

Cost-of-living adjustments 0.0% 0.0% 0.0%

(1) Includes inflation at the stated rate
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Northeast Texas Municipal Water District
NOTES TO THE FINANCIAL STATEMENTS
At September 30, 2011

E. RETIREMENT PLAN continued
i Trend Information
for the Retirement Plan for the Employees of the District

Ending Cost (APC) Contributed Obligation
9/30/09 48,830 100.00% -
9/30/10 54,709 100.00% -
9/30/11 36,185 100.00% -

Schedule of Funding Progress for the Retirement Plan
for the Employees of the District

Actuarial UAAL asa

Actuarial Accrued Unfunded Annual Percentage

Actuarial Value of Liability AAL Funded Covered of Covered

Valuation Date Assets (AAL) (UAAL) Ratio Payroll (1) Payroll

(a) (b) (b-a) (a/b) © ((b-a)lc)
12/31/08 1,162,264 1,180,120 17,856 98.49% 730,745 2.44%
12/31/09 1,252,092 1,248,683 (3,409) 100.27% 735,280 (0.46)%
12/31/10 1,379,087 1,351,416 (27,671) 102.05% 734,407 B. 7%

(1) The annual covered payroll is based on the employee contributions received by TCDRS for the year ending with the
valuation date.

F. LONG-TERM DEBT

The District’s long-term debt activity for the year ended September 30, 2011, was as follows:

Balance Balance
at at Current
10/01/10 Issued Retired 9/30/11 Portion
Water System Revenue Bonds
Series 2003 7,925,000 - (230,000) 7,695,000 255,000
Series 2008 1,550,000 - - 1,550,000 -
9,475,000 - (230,000) 9,245,000 255,000
Contract Revenue Bonds:
Series 2003 11,990,000 - (400,000) 11,590,000 500,000
Series 2009 (refunding) 6,406,323 - - 6,406,323 -
Accreted Interest 830,757 624,306 - 1,455,063 -
Series 2010 (refunding) 3,110,000 - (415,000) 2,695,000 430,000
22,337,080 624,306 (815,000) 22,146,386 930,000

31,812,080 624,306 (1,045,000) 31,391,386 1,185,000

19



Northeast Texas Municipal Water District
NOTES TO THE FINANCIAL STATEMENTS
At September 30, 2011

F. LONG-TERM DEBT continued

Water System Revenue Bonds, Series 2003, dated March 1, 2003, in the aggregate principal amount of $8,650,000;
interest payable semi-annually at coupon rates ranging from 0.74% to 4.14%; principal payable annually through September
1, 2024; secured by a pledge of revenues. The bond proceeds were used to fund improvements to the District’s Tanner
water treatment plant.

Water System Revenue Bonds, Series 2008, dated November 12, 2008, in the aggregate principal amount of $1,550,000;
interest payable semi-annually at coupon rates ranging from 5.5% to 5.85%; principal payable annually from September 1,
2025 through September 1, 2034; secured by a pledge of revenues. The bond proceeds were used to fund improvements to
the District’s Tanner water treatment plant.

Contract Revenue Bonds, Series 2003, dated March 1, 2003, in the aggregate principal amount of $12,400,000; interest
payable semi-annually at coupon rates ranging from 1.38% to 4.03%; principal payable annually through September 1,
2026; secured by a pledge of revenues. The bond proceeds were used to fund construction of the District’s Lake O’ the
Pines Southside Regional Water Supply System.

Contract Revenue Refunding Bonds, Series 2009, dated March 1, 2009, in the aggregate principal amount of $6,406,324;
the bonds are capital appreciation bonds and do not pay periodic interest: the final maturity amount of $26,070,219
(including accreted interest totaling $19,663,895) is payable in irregular annual installments from September 1, 2019
through September 1, 2027; secured by a pledge of revenues. The bond proceeds were used to refund the District’s Contract
Revenue Notes, Series 2008.

Water System Refunding Bonds, Series 2010, dated July 7, 2010, in the aggregate principal amount of $3,110,000;
interest payable semi-annually at interest rates ranging from 2.00% to 3.00%; principal payable annually from September 1,
2011 through September 1, 2017; secured by a pledge of revenues. The bonds were used to refund the District’s Water
System Revenue Bonds, Series-2000. Interest payments decreased approximately $600 thousand because of this refunding,
The principal balance of the refunded debt is $2,705,000 at September 30, 2011.

Certain bond agreements require the District to maintain reserve funds in an amount equal to the average annual principal and
interest requirements of the outstanding bonds. As of September 30, 2011, reserve funds restricted for debt service totaled
$2,689,103, which exceeded the coverage required.

The scheduled Maturities of bonds payable as of September 30, 2011, are as follows:

Years Ending
9/30 Principal Interest Total
2012 1,185,000 869,879 2,054,879
2013 1,255,000 836,976 2,091,976
2014 1,420,000 801,942 2,221,942
2015 1,515,000 762,101 2,277,101
2016 1,600,000 713,657 2,313,657
2017-2021 7,694,594 3,147,156 10,841,750
2022-2026 11,861,529 12,729,811 24,591,340
2027-2031 2,940,200 8,103,957 11,044,157
2032-2036 465,000 54,405 519,405
Total 29,936,323 28.019.884 57.956.207
Accreted Interest 1,455,063

31,391,386

G. RISK MANAGEMENT
The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and omissions;

injuries to employees; employee health benefits; and other claims of various natures. The District purchases commercial
insurance to indemnify it in the event of loss.
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Northeast Texas Municipal Water District
NOTES TO THE FINANCIAL STATEMENTS
At September 30, 2011

H. COMMITMENTS AND CONTINGENCIES

The District has no significant commitments or contingencies at September 30, 2011.

I. LITIGATION

As of September 30, 2011 the District was not involved in any significant litigation.

J. RESERVED/RESTRICTED NET ASSETS

Reservations or restrictions of fund equity reflect amounts legally set aside for specified purposes. The purpose of each is
indicated by the account title on the face of the statement of net assets.

K. DEFICIT NET ASSETS-LAKE O’ THE PINES SOUTHSIDE

The Lake O’ the Pines South Side Fund reflects deficit net assets. This fund was established in late 2008. Over time as water is
sold and this activity goes forward, and through transfers from the Primary Water District, this deficit will decrease and become
neutral.

L. SUBSEQUENT EVENTS

Administration has evaluated subsequent events through December 7, 2011, the financial statement issuance date.
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Northeast Texas Municipal Water District
SCHEDULE OF REVENUES AND EXPENSES-
BUDGET AND ACTUAL
for the year ended September 30, 2011

Variance
Favorable
Budget Actual (Unfavorable)
OPERATING REVENUES
Raw water sales 2,146,804 2,088,442 (58,362)
Treated water sales 2,232,795 2,574,030 341,235
State grants 421,500 357,518 (63,982)
Other grants 35,800 - (35,800)
Total operating revenues 4,836,899 5,019,990 183,091
OPERATING EXPENSES
Personnel 1,200,917 1,144,282 56,635
Supplies 390,134 311,349 78,785
Maintenance 817,397 298,164 519,233
Contractual services 582,526 563,106 19,420
State grant programs 405,000 281,544 123,456
Other grant programs 19,000 11,119 7,881
Total operating expenses 3,414,974 2,609,564 805,410
Excess (deficiency) of revenues over expenditures 1,421,925 2,410,426 988,501
NON-OPERATING REVENUES (EXPENSES)
Investment income 73,420 218,541 145,121
Interest expense (1,958,376) (1,627,441) 330,935
Other 437,807 83,818 (353,989)
Total non-operating revenues (expenses) (1,447,149) (1,325,082) 122,067
NET INCOME BEFORE NON-BUDGETED EXPENSES (25,224) 1,085,344 1,110,568
NON-BUDGETED EXPENSES
Depreciation 1,082,585
NET LOSS
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Northeast Texas Municipal Water District
INDEX OF SUPPLEMENTAL SCHEDULES
REQUIRED BY THE TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
for the year ended September 30, 2011

(Check those schedules included and provide a brief explanation below the schedule title for any schedule omissions)

Page Number

(D)  Notes required by the Water District Accounting Manual 13-21
(Included in the notes to the financial statements)

(E)  Services and rates 24-25

(F)  Schedule of operating expenditures 26

(G)  Schedule of temporary investments 15
(Incluced in the notes to the financial statements)

:I (H)  Analysis of taxes levied and receivable *

(I)  Analysis of changes in general fixed assets 17
(Included in the notes to the financial statements)

()  General long-term debt service requirements by years 27-28

(K)  Analysis of changes in general long-term debt 29

|:| (L) Comparative schedule of revenues and expenditures *

(M)  Insurance coverage 30

I:I (N)  Board members, key personnel, and consultants *

* The Northeast Texas Municipal Water District provides only wholesale water services and therefore is not required to
provide this supplemental information.

N/A - Not applicable
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Northeast Texas Municipal Water District
(E) SCHEDULE OF SERVICES AND RATES
For the year ended September 30, 2011

1. Services provided by the District:

D Retail water Wholesale water |:| Drainage

l:l Retail wastewater I:I Wholesale wastewater l:l Irrigation

l:' Parks/recreation I:I Fire protection I__—I Security

:l Solid waste/garbage D Flood control l:' Roads

D Participates in joint venture, regional system and/or wastewater service (other than emergency interconnect)
D Other (specify):

i

2. Retail rates based on 5/8" meter:

Retail rates not applicable

Most prevalent type of meter (if not a 5/8"):

Flat Rate per 1000
Minimum Minimum Rate Gallons Over
Charge Usage Y/N Minimum Usage Levels
WATER: _ $ . $ _ to
WASTEWATER: — $ _ $ - to
SURCHARGE: $ $ to

District employs winter averaging for wastewater usage?

yes [ ]

no[]

Total water and wastewater charges per 10, 000 gallons usage (including surcharges). $

3. Retail Service Providers:

N/A

Single Family
Multi-Family
Commercial

Active
Connections

Active

ESFC

Number of retail water and/or wastewater* connections within the District as of the fiscal year end.
Provide actual numbers and single family equivalents (ESFC) as noted:

Inactive
Connections
(ESFC)**

Other-recreational centers, government & VFD

TOTAL

4. Total Water Consumption (in Thousands) During the Fiscal Year:

Gallons pumped into system:
Gallons billed to customers:

1,147,412
982,682

* Number of connections relates to water service, if provided. Otherwise, the number of wastewater connections should be provided.

** “Inactive” means that water and wastewater connections were made, but service is not being provided.
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S. Standby Fees:  Does the District assess standby fees? Yes |:| No

For the most recent full fiscal year, FYE

Debt Service: Total levy 3
Total collected $
Percentage collected
Operation & Maintenance:  Total levy $
Total collected $
Percentage collected
Have standby fees been levied in accordance with Water Code Section 49,231
thereby constituting a lien on property. Yes I:I No :I
6. Anticipated sources of funds to be used for debt service payments in the District's following fiscal year:
a. Debt Service Tax Receipts $
b. Surplus Construciton Funds
c. Water and/or Wastewater Revenue 2,054,879
d. Standby Fees
e. Debt Service Fund Balance to be Used
f. Interest Revenues
g. Other (Describe)
*TOTAL ANTICIPATED FUNSD TO BE USED $ 2,054,879
7. Location of District:
County(ies) in which District is located. Cass, Morris, Marion, Upshur, Camp
Is the District located entirely within one county? Yes Ij No
I the District within a City? Not at all Partly [ | Entirely [ |
City(ies) in which District is located. Avinger, Daingerfield, Hughes Springs, Jefferson, Lone Star, Ore City, Pittsburg
Is the District located within a city's extra territorial jurisdiction (ETJ)? Not at all Partly [ | Entirely ||
ETJ's in which District is located.
Is the general membership of the Board apointed by an office outside the District? Yes D No
If Yes, by whom?

* This total should equal the District’s total annual debt service for the fiscal year following the fiscal year reported or in the audited
financial statements.
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Northeast Texas Municipal Water District
(F) SCHEDULE OF OPERATING EXPENDITURES
For the year ended September 30, 2011

Current:
Personnel (including benefits)

Professional Fees:
Auditing
Legal
Engineering
Financial adviser
Other professional fees

Purchased services for resale:
Bulk water and sewer service purchases
Tap connection expenses

Contracted services:
Bookkeeping
General manager
Appraisal district
Tax collector
Other contracted services

Utilities

Repairs and maintenance

Administrative expenses:
Directors' fees
Office supplies
Insurance

Other administrative expenses

Capital outlay:
Acquisition of fixed assets

Chemicals

Transfers

Special projects - State grant programs
Special projects - Other grant programs
Solid waste disposal

Other expenditures

TOTAL OPERATING EXPENDITURES

Number of persons employed by the District:
(Does not include independent contractors or consultants)
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1,090,597

22,000
988

10,055

233,334
158,057
30,150
8,650

41,322
23,535

174,812

281,544

11,119

1,605,986
3,692,149

16 full-time
0 part-time



Northeast Texas Municipal Water District
(J) LONG-TERM DEBT SERVICE REQUIREMENTES - BY YEAR

As of September 30, 2011
Water System Revenue Bonds

FYE Series 2010 Series 2003 Series 2008
9/30 Principal Interest Total Principal Interest Total Principal Interest Total
2012 430,000 67,426 497,426 255,000 294,318 549,318 - 88,428 88,428
2013 440,000 56,676 496,676 275,000 286,566 561,566 - 88,427 88,427
2014 450,000 46,776 496,776 300,000 277,793 577,793 - 88,428 88,428
2015 460,000 37,776 497,776 355,000 267,924 622,924 - 88,427 88,427
2016 475,000 23,976 498,976 390,000 255,889 645,889 - 88,428 88,428
2017 440,000 12,100 452,100 425,000 242,278 667,278 - 88,427 88,427
2018 - - - 455,000 227,021 682,021 - 88,428 88,428
2019 - - - 500,000 210,231 710,231 - 88,427 88,427
2020 - - - 530,000 191,281 721,281 - 88,428 88,428
2021 - - - 1,025,000 170,664 1,195,664 - 88,427 88,427
2022 - - - 1,045,000 130,279 1,175,279 - 88,428 88,428
2023 - - - 1,070,000 88,061 1,158,061 - 88,427 88,427
2024 - - - 1,070,000 44,298 1,114,298 - 88,428 88,428
2025 - - - - - - 155,000 88,427 243,427
2026 - - - - - - 155,000 79,903 234,903
2027 - - - - - - 155,000 71,300 226,300
2028 - - - - - - 155,000 62,620 217,620
2029 - - - - - - 155,000 53,940 208,940
2030 - - - - - - 155,000 45,105 200,105
2031 - - - - - - 155,000 36,192 191,192
2032 - - - - - - 155,000 27,203 182,203
2033 - - - - - - 155,000 18,135 173,135
2034 - - - - - - 155,000 9,067 164,067

2,695,000 244,730 2,939,730 7,695,000 2,686,603 10,381,603 1,550,000 1,641,450 3,191,450
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Northeast Texas Municipal Water District
(J) LONG-TERM DEBT SERVICE REQUIREMENTES - BY YEAR

As of September 30, 2011

Contract Revenue Bonds Contract Revenue Refunding Bonds

FYE Series 2003 Series 2009 TOTAL
9/30 Principal Interest Total Principal Interest Total Principal Interest Total
2012 500,000 419,707 919,707 - - - 1,185,000 869,879 2,054,879
2013 540,000 405,307 945,307 - - - 1,255,000 836,976 2,091,976
2014 670,000 388,945 1,058,945 - - - 1,420,000 801,942 2,221,942
2015 700,000 367,974 1,067,974 - - - 1,515,000 762,101 2,277,101
2016 735,000 345,364 1,080,364 - - - 1,600,000 713,657 2,313,657
2017 765,000 320,888 1,085,888 - - - 1,630,000 663,693 2,293,693
2018 790,000 294,649 1,084,649 - - - 1,245,000 610,098 1,855,098
2019 800,000 266,762 1,066,762 131,301 143,699 275,000 1,431,301 709,119 2,140,420
2020 850,000 237,722 1,087,722 105,987 139,013 245,000 1,485,987 656,444 2,142,431
2021 850,000 206,017 1,056,017 27,306 42,694 70,000 1,902,306 507,802 2,410,108
2022 850,000 173,887 1,023,887 39,259 70,741 110,000 1,934,259 463,335 2,397,594
2023 870,000 140,907 1,010,907 42,076 87,924 130,000 1,982,076 405,319 2,387,395
2024 870,000 106,716 976,716 1,317,524 3,422,764 4,740,288 3,257,524 3,662,206 6,919,730
2025 900,000 72,090 972,090 1,338,093 3,894,105 5,232,198 2,393,093 4,054,622 6,447,715
2026 900,000 36,270 936,270 1,239,577 4,028,156 5,267,733 2,294,577 4,144,329 6,438,906
2027 - - - 2,165,200 7,834,800 10,000,000 2,320,200 7,906,100 10,226,300
2028 - - - - - - 155,000 62,620 217,620
2029 - - - - - - 155,000 53,940 208,940
2030 - - - - - - 155,000 45,105 200,105
2031 - - - - - - 155,000 36,192 191,192
2032 - - - - - - 155,000 27,203 182,203
2033 - - - - - - 155,000 18,135 173,135
2034 - - - - - - 155,000 9,067 164,067

11,590,000 3,783,205 15,373,205 6,406,323 19,663,896 26,070,219 29,936,323 28,019,884 57,956,207

28




Northeast Texas Municipal Water District
(K) ANALYSIS OF CHANGES IN LONG-TERM DEBT
for the year ended September 30, 2011

Water System Revenue Bonds Contract Revenue Bonds Interest
Series 2010  Series 2003  Series 2008 Series 2003  Series 2009 Accretion Total
Interest rate 2.00-3.00% .74-4.14%  5.50-5.85% 1.38-4.03%  7.25-8.50%
Dates interest payable 3/1&9/1 3/1&9/1 3/1&9/1 3/1&9/1 N/A N/A
Maturity dates 9/1/11 to 9/1/05 to 9/1/25 to 9/1/07 to 9/1/19 to
9/1/17 9/1/24 9/1/34 9/1/26 9/1/27
Bonds outstanding at
beginning of current year 3,110,000 7,925,000 1,550,000 11,990,000 6,406,323 830,757 31,812,080
Bonds sold during the
current year - - - - - - -
Interest accretion - - - - - 624,306 624,306
Retirements: principal 415,000 230,000 - 400,000 - - 1,045,000
Bonds outstanding at
end of current year 2,695,000 7,695,000 1,550,000 11,590,000 6,406,323 1,455,063 31,391,386
Retirement: interest 91,856 300,965 88,427 430,627 - - 911,875
Refunding
Bond Authority: Tax Bonds * Other Bonds Bonds
Amount authorized v N/A 21,050,000 3,110,000
Amount issued - 21,050,000 3,110,000
Remaining to be issued - - -

* Includes all bonds secured with tax revenues. Bonds in this category may also be secured with other revenues in combination with taxes.
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Northeast Texas Municipal Water District
(M) INSURANCE COVERAGE
September 30, 2011

Insurer
Typre of Policy
Amount of Corporation Clause:
Type of Coverage Coverage Name Stock/Mutual ~ Co-Insurance
Treasurer - Faithful Performance Bond $ 100,000 Western Surety Company Stock No
Notary - Faithful Performance Bond $ 5,000 CNA Surety Stock No
Public Employer - Faithful Performance Bond $ 5,000 CNA Surety Stock No
Building Contents and Equipment $ 21,435,000 Trident Stock No
General Liability Mid-Continent Casualty Co Stock No
General Aggregate $ 2,000,000
Production and Completion Operations $ 2,000,000
Personal $ 1,000,000
Each Occurrence $ 1,000,000
Damage to Premises Rented by Policy Holder $ 100,000
Liability Travelers Stock No
All automobiles and Trucks
Bodily Injury and Property Damage $ 1,000,000
Uninsured Motorist $ 50,000
Personal Injury Protection $ 2,500
Comprehensive ACV
Collision ACV
Hired and Non-Owned Auto $ 50,000 or ACV
Equipment Floater $ 169,555 Trident Stock No
Commercial Inland Marine $ 125,000 Deep South Surplus Stock No
Umbrella Mid Continent Group Stock No
Aggregate $ 5,000,000
Each Occurrence $ 1,000,000
Retained Limit $ 10,000
Standard Worker's Compensation Statutory UTICA Stock No
Directors and Officers Liability $ 5,000,000 Great American Stock No
Crime Blanket Hartford Stock No
Employee Dishonesty $ 500,000
Forgery and Alteration $ 25,000
Theft $ 5,000
Computer and Funds Transfer Fraud $ 10,000
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ARNOLD, WALKER., ARNOLD, & Co., P.C.

Certified Public Accountants and Consultants

Bob J. Amold, C.P.A. : MEMBER
Lanny G. Walker, C.P.A.
Kris Amold, C.P.A. American Institute Of
Andrew T. Amold, C.P.A. Certified Public Accountants
Melissa J. Godfrey, C.P.A.
Texas State Society Of
Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Board of Directors
Northeast Texas Municipal Water District
Hughes Springs, Texas

Members of the Board:

We have audited the financial statements of the business-type activities, each major fund Northeast Texas Municipal Water District as of and for the
years ended September 30, 2011 and 2010, which collectively comprise the District’s basic financial statements and have issued our report thereon
dated December 7, 2011. We conducted our audits 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.

Internal Control Over Financial Reporting

In planning and performing our audits, we considered the District’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
District’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of the District’s financial
statements will not be prevented, or detected and corrected, on a timely basis.

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

Compliance and Other Matters

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

This report is intended solely for the information and use of management and is not intended to be and should not be used by anyone other than these
specified parties.

Lwold, Walker. rbwold & (2., P. L.

Arnold, Walker, Arnold & Co., P.C.
December 7, 2011

915 N. Jefferson Street « PO Box 1217 « Mt. Pleasant, Texas 75456-1217 « (903) 572-6606 « Fax (903) 572-3751
Email: firm@awacpa.com
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NORTHEAST TEXAS MUNICIPAL WATER DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

I. Summary of the Auditor's Results:

a. The type of report issued on the financial statements of the Northeast Texas Municipal Water District was
an unqualified opinion.

b. Where applicable, a statement that control deficiencies in internal control were disclosed by the audit of the
financial statements and whether they were material weaknesses. None

C. A statement as to whether the audit disclosed any noncompliance which is material to the financial
statements of the auditee. NONE

d. Where applicable, a statement that control deficiencies in internal control over major programs were

disclosed by the audit and whether any such conditions were material weaknesses. NONE

The type of report the auditor issued on compliance for major programs. unqualified opinion

A statement as to whether the audit disclosed any audit findings which the auditor is required to report

under Section ____.510(a). These include: NONE

g. An identification of major programs: N/A

h. The dollar threshold used to distinguish between Type A and Type B programs. N/A

A statement as to whether the auditee qualified as a low-risk auditee. N/A

o

—
b

II. Findings Relating to the Financial Statements Which Are Required To Be Reported in Accordance
with Generally Accepted Government Auditing Standards.

None

III. Findings and Questioned Costs for Federal Awards Including Audit Findings as Described in Lf
Above

N/A
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NORTHEAST TEXAS MUNICIPAL WATER DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

PRIOR YEAR'S FINDINGS/ NONCOMPLIANCE

N/A

STATUS OF PRIOR YEAR'S FINDINGS/ NONCOMPLIANCE

N/A
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NORTHEAST TEXAS MUNICIPAL WATER DISTRICT
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2011

CORRECTIVE ACTION

N/A

The contact at the District is Walt Sears at (903) 639-7538.
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