





City of Orange

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

Revenues:
Grant income
Total revenues

Expenditures:
Public safety
Capital outtay
Machinery
Total expenditures

Net change in fund balance

Fund balances beginning
Fund balances ending

Department of Justice Grant Fund
For the Year Ended September 30, 2011

Actual Variance

Original Final Amounts Over ( under)
$191,726 $191,726 $80,359 ($111,367)
191,726 191,726 80,359 (111,367)
131,726 131,726 80,359 (51,367
60,000 60,000 0 (60,000
191,726 191,726 80,359 (111,367)
0 0 0 0
0 0 0 0
$0 $0 $0 $0
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Economic Development Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over ( under)

Revenues:
Investment income $5 $5 $7 $2
Total revenues 5 5 7 2
Net change in fund balance 5 5 7 2
Fund balances beginning 2,261 2,261 2,261 0
Fund balances ending $2,266 $2,266 $2,268 $2
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Emergency Management Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over (under)
Revenues:
Grant income $29,240 $29,240 $30,411 $1,171
Total revenues 29,240 29,240 30,411 1,171
Expenditures:

Public safety 29,240 29,240 30,411 1,171
Total expenditures 29,240 29,240 30,411 1,171
Net change in fund balance 0 0 0] 0

Fund balances beginning 0 0 0 0
Fund balances ending $0 $0 $0 $0
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City of Orange

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
FEMA Fire Act Grant Fund

Revenues:
Grant income
Total revenues

Expenditures:
Public safety
Capital outlay
Machinery
Total expenditures

Net change in fund balance
Fund balances beginning
Fund balances ending

For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over (unden
$0 $0 $33,179 $33,179
0 0 33,179 33,179
0 0 33,179 33,179
0 34,492 0 (34,492
0 34,492 33,179 (1,313
0 (34,492 0 34,492
0 0 0 0
$0 ($34,492 $0 $34,492
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Fire Department Donation Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over ( under)
Revenues:

Donations $0 $0 $1,465 $1,465
Investment income 75 75 93 18
Total revenues 75 75 1,558 1,483

Expenditures:
Public safety 20,000 20,000 19,664 ( 336)
Total expenditures 20,000 20,000 19,664 (336)
Net change in fund balance (19,925 (19,925) (18,106) 1,819
Fund balances beginning 42,336 42,336 42,336 0
Fund balances ending $22,411 $22,411 $24,230 $1,819
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City of Orange

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

Housing and Urban Development (HUD) Home Consortium Fund
For the Year Ended September 30, 2011

Revenues:
Intergovernmental
Total revenues

Expenditures:
Public works
Total expenditures

Net change in fund balance
Fund balances beginning
Fund balances ending

Actual Variance

Original Final Amounts Over (undern)
$777,314 $777,314 $393,365 ($383,949)
777,314 777,314 393,365 (383,949)
777,314 790,951 393,365 (397,586)
777,314 790,951 393,365 ( 397,586)
0 (13,637 0 13,637
0 0 0 0
$0 ($13,637) $0 $13,637
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City of Orange

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Law Enforcement Seizure Fund
For the Year Ended September 30, 2011

Revenues:
Investment income
Forfeiture

Total revenues

Expenditures:
Public safety
Capital outlay
Machinery
Vehicles
Total expenditures

Net change in fund balance
Fund balances beginning
Fund balances ending

Actual Variance
Original Final Amounts Over (unden

$1,510 $1,510 $1,499 ($11)
50,000 50,000 57,701 7,701
51,510 51,510 59,200 7,690
82,000 98,308 60,712 (37,596)
12,500 25,000 23,529 (1,471)
25,000 25,000 2,286 (22,714
119,500 148,308 86,527 (61,781)
(67,990) (96,798) (27,327) 69,471
588,239 588,239 588,239 0
$520,249 $491,441 $560,912 $69,471

121



City of Orange

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Library Donation Fund

Revenues:
Donations
Investment income
Program income

Total revenues

Expenditures:
Cultural and recreation
Capital outlay
Books
Machinery
Total expenditures

Net change in fund balance
Fund balances beginning
Fund balances ending

For the Year Ended September 30, 2011

Actual Variance

Original Final Amounts Over (under)
$4,000 $4,000 $6,953 $2,953
250 250 258 8
1,700 1,700 1,411 (289
5,950 5,950 8,622 2,672
18,800 18,800 2,707 (16,093
10,000 10,000 0 ( 10,000)
10,000 10,000 4,364 (5,636)
38,800 38,800 7,071 (31,729)
(32,850 (32,850 1,551 34,401
99,193 99,193 99,193 0
$66,343 $66,343 $100,744 $34,401
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Municipal Court Technology Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over ( undern
Revenues:
Investment income $200 $200 $159 (%41
Program income 11,500 11,500 8,993 (2,507)
Total revenues 11,700 11,700 9,152 (2,548)
Expenditures:

Public safety 14,000 14,000 5,605 (8,395
Total expenditures 14,000 14,000 5,605 (8,395
Net change in fund balance (2,300 (2,300 3,547 5,847

Fund balances beginning 64,176 64,176 64,176 0
Fund balances ending $61,876 $61,876 $67,723 $5,847
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Nelda C and HJ Lutcher Stark Foundation Grant Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over ( under)
Revenues:

Grant proceeds $8,529 $8,529 $19,765 $11,236
Investment income 60 60 72 12
Program income 0 0 8,061 8,061
Total revenues 8,589 8,589 27,898 19,309

Expenditures:
Public safety 8,529 8,529 0 (8,529
Public works 0 31,676 27,650 (4,026)
Total expenditures 8,529 40,205 27,650 (12,555)
Net change in fund balance 60 (31,616) 248 31,864
Fund balances beginning 24,139 24,139 24,139 0
Fund balances ending $24,199 ($7,477) $24,387 $31,864

124



City of Orange

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Orange Development Fund

Revenues:
Taxes
Donations
Investment income
Total revenues

Expenditures:
Cultural and recreation
Total expenditures

Net change in fund balance
Fund balances beginning
Fund balances ending

For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over (under)

$470,000 $470,000 $456,639 ($13,361)
4,500 4,500 9,511 5,011
2,000 2,000 2,045 45
476,500 476,500 468,195 (8,305
531,507 476,000 444,309 (31,691)
531,507 476,000 444,309 (31,691)
(55,007) 500 23,886 23,386
811,394 811,394 811,394 0
$756,387 $811,894 $835,280 $23,386
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Parks Donation Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over ( under)

Revenues:
Investment income $20 $20 $29 $9
Total revenues 20 20 29 9
Net change in fund balance 20 20 29 9
Fund balances beginning 9,783 9,783 9,783 0
Fund balances ending $9,803 $9,803 $9,812 $9
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City of Orange

Police Donation Fund
For the Year Ended September 30, 2011

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

Actual Variance
Original Final Amounts Over ( unden)
Revenues:
Investment income $100 $100 $79 ($21)
Total revenues 100 100 79 (21)
Expenditures:

Public safety 25,000 25,000 414 ( 24,586)
Total expenditures 25,000 25,000 414 ( 24,586)
Net change in fund balance (24,900) (24,900) (335 24,565

Fund balances beginning 31,324 31,324 31,324 0
Fund balances ending $6,424 $6,424 $30,989 $24,565
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Texas Comptroller's Tobacco Grant Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over (under
Revenues:
Grant income $0 $0 $2,500 $2,500
Total revenues 0 0 2,500 2,500
Expenditures:

Public safety 0 2,900 3,000 100
Total expenditures 0 2,900 3,000 100
Net change in fund balance 0 (2,900) ( 500 2,400

Fund balances beginning 3,000 3,000 3,000 0
Fund balances ending $3,000 $100 $2,500 $2,400
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Texas Department of Rural Community Affairs Grant Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over ( under)
Revenues:

Grant income $7,008,284 $7,008,284 $3,200,677 ( $3,807,607)
Total revenues 7,008,284 7,008,284 3,200,677 ( 3,807,607)

Expenditures:
Public works 561,598 600,648 340,804 (259,844)

Capital outlay
Building 5,725,415 5,725,415 2,199,409 (3,526,0006)
Land 55,000 183,000 180,000 (3,000)
Machinery 560,871 540,871 480,464 (60,407)
Other capital outlay 105,400 105,400 0 ( 105,400)
Total expenditures 7,008,284 7,155,334 3,200,677 ( 3,954,657
Net change in fund balance 0 ( 147,050) 0 147,050
Fund balances beginning 0 0 0 0
Fund balances ending $0 ( $147,050) $0 $147,050
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Texas Forest Service TIFMAS Grant Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over (under)
Revenues:
Grant income $0 $0 $11,580 $11,580
Total revenues 0 0 11,580 11,580
Expenditures:

Public safety 0 11,580 11,580 0
Total expenditures ) 0 11,580 11,580 0
Net change in fund balance 0 (11,580 0 11,580

Fund balances beginning 0 0 0 0
Fund balances ending $0 ($11,580) $0 $11,580
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City of Orange
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Texas Loanstar Library Grant Fund
For the Year Ended September 30, 2011

Actual Variance
Original Final Amounts Over (unden
Revenues:
Grant income $0 $0 $3,183 $3,183
Total revenues 0 0 3,183 3,183
Expenditures:
Cultural and recreation 0 1,488 1,459 (29
Capital outlay
Books 0 1,624 1,724 100
Total expenditures 0 3,112 3,183 71
Net change in fund balance 0 (3,112 0 3,112
Fund balances beginning 0 0 0 0
Fund balances ending $0 ($3,112 $0 $3,112
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Internal Service Funds

Internal service funds are used to account for the financing of good or services
provided by one department or agency to other departments or agencies of the
government and to other governmental units, on a cost reimbursement basis.

Workers’ Compensation Insurance Fund - This fund is used to account for funds

collected to provide workers’ compensation insurance to the various funds of the
City. The City is partially self-insured with specific stop loss coverage.
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City of Orange, Texas
Statement of Net Assets
Internal Service Fund
September 30, 2011

Workers'
Compensation
Insurance
Fund
Assets
Cash and cash equivalents $450,192
Cash with fiscal agent 26,000
Total assets 476,192
Liabilities
Accounts payable 52,970
Claims payable 70,045
Total liabilities 123,015
Net Assets
Unrestricted 353,177
Total net assets $353,177
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City of Orange, Texas
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Internal Service Fund
For the Year Ended September 30, 2011

Workers'
Compensation
Insurance
Fund
Operating revenues:
Charges for services $213,390
Total operating revenues 213,390
Operating expenses:
Administrative 11,249
Claims 68,597
Premiums 29,637
Total operating expenses 109,383
Operating income 104,007
Nonoperating revenues (expenses):
Investment income 1,092
Change in net assets 105,099
Total net assets - beginning 248,078
Total net assets - ending $353,177
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City of Orange, Texas
Statement of Cash Flows
Internal Service Fund
For the Year Ended September 30, 2011

Cash flows from operating activitiies:
Cash received from customers
Cash paid to suppliers
Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sales and maturities of investments
Purchase of investments
Interest received
Net cash provided by investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents beginning of year
Cash and cash equivalents end of year

Reconciliation of operating income to net cash
provided (used) by operating activities:
Operating income (loss)

Adjustments to reconcile operating income to net cash

provided (used) by operating activities:
Increase (decrease) in accounts payable
Total adjustments
Net cash provided by operating activities
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Workers'
Compensation
Insurance
Fund

$213,390
(187,953)

25,437

195,000
(195,000)
1,092

1,092

26,529
423,663

$450,192

104,007

(78,570)

(78,570)

$25,437




Fiduciary Funds
Fiduciary funds are used to account for resources legally held in trust by the City.

Municipal Court Escrow Agency Fund - This fund is used to account for bonds
collected by the City Municipal Court.

Employee Flex Plan Agency Fund - This fund is used to account for funds in
accordance with the City of Orange Flexible Benefit Plan.

City of Orange “Orange Employee Benefit” Trust Fund - This fund is used to

account for funds collected to pay premiums under the City’s health insurance
programs for the City employees.
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City of Orange, Texas
Combining Statement of Fiduciary Net Assets
September 30, 2011

Municipal Employee Orange
Court Escrow Flex Plan Employee Total
Agency Agency Benefit Trust Fiduciary
Fund Fund Fund Funds
Assets
Cash $6,141 $18,101 $14,302 $38,544
Total assets 6,141 18,101 14,302 38,544
Liabilities
Accounts payable 0 0 12,150 12,150
Other liabilities 6,141 18,101 2,152 26,394
Total liabilities $6,141 $18,101 $14,302 $38,544
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City of Orange, Texas

Combining Statement of Changes in Fiduciary Assets and Liabilities
For the Year Ended September 30, 2011

Cash and cash equivalents
Total assets

Other liabilities - held in trust for municipal court bonds
Total liabilities

Cash and cash equivalents
Total assets

Other liabilities - held in trust for flexible spending accounts
Total liabilities

Cash and cash equivalents
Total assets

Accounts payable
Other liabilities - held in trust for employee insurance costs
Total liabilities

Cash and cash equivalents
Total assets

Accounts payable

Other liabilities - held in trust for municipal court bonds

Other liabilities - held in trust for flexible spending accounts

Other liabilities - held in trust for employee insurance costs
Total liabilities

Municipal Municipa!
Court Escrow Court Escrow
Agency Fund Agency Fund

10/01/2010 Additions Deletions 09/30/2011
$4,452 $41,338 $39,649 $6,141
4,452 41,338 39,649 6,141
4,452 41,338 39,649 6,141
$4,452 $41,338 $39,649 $6,141

Employee Employee

Flex Plan Flex Plan
Agency Fund Agency Fund

10/01/2010 Additions Deletions 09/30/2011
$19,969 $24,760 $26,628 $18,101
19,969 24,760 26,628 18,101
19,969 24,760 26,628 18,101
$19,969 $24,760 $26,628 $18,101
Orange Orange
Employee Employee
Benefit Trust Benefit Trust
Fund Fund
10/01/2010 Additions Deletions 09/30/2011
$0 $2,143,221 $2,128,919 $14,302
0 2,143,221 2,128,919 14,302
0 12,150 0 12,150
0 2,131,071 2,128,919 2,152
$0 $2,143,221 $2,128,919 $14,302
Total Total
Fiduciary Fiduciary
Funds Funds
10/01/2010 Additions Deletions 09/30/2011
$24,421 $2,209,319 $2,195,196 $38,544
24,421 2,209,319 2,195,196 38,544
0 12,150 0 12,150
4,452 41,338 39,649 6,141
19,969 24,760 26,628 18,101
0 2,131,071 2,128,919 2,152
$24,421 $2,209,319 $2,195,196 $38,544
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STATISTICAL SECTION

This part of the City of Orange’s comprehensive annual financial report presents
detailed information as a context for understanding what the information in the
financial statements, note disclosures, and required supplementary information says
about the government’s overall financial health.

Contents Page
Financial Trends

These schedules contain trend information to help the reader 141
understand how the government’s financial performance and
well-being have changed over time.

Revenue Capacity

These schedules contain information to help the reader assess 147
the government’s most significant local revenue source, the
property tax.

Debt Capacity

These schedules present information to help the reader assess 151
the affordability of the government’s current levels of

outstanding debt and the government’s ability to issue

additional debt in the future.

Demographic and Economic Information

These schedules offer demographic and economic indicators to 156
help the reader understand the environment within which the
government’s financial activities take place.

Operating Information

These schedules contain service and infrastructure data to help 158
the reader understand how the information in the government’s
financial report related to the services the government provides

and the activities it performs.
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FOR THE YEAR ENDED SEPTEMBER 30, 2011
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
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March 12, 2012

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

Honorable Mayor and Members of the City Council
City of Orange, Texas

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of City of Orange, Texas, (the “City”) as of and for the year ended
September 30, 2011, which collectively comprise the City’s basic financial statements and have
issued our report thereon dated March 12, 2012. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller

General of the United States.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists 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 entity’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 was not designed to identify all deficiencies in internal
control over financial reporting 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.

'EKC Accounting\ORA2321 - City of Orange\20111City of Orange\Single Audit\Financial $ pli letter -financial reporting.doc
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Honorable Mayor and Members of the City Council
City of Orange, Texas

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City’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 test 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, City Council, others
within the entity and the federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties. '

Very truly yours,

EDGAR, KIKER & CROSS, PC
Certified Public Accountants and Consultants

BDB/cr
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
A PROFESSIONAL CORPORATION

March 12, 2012

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Mayor and Members of the City Council
City of Orange, Texas

Compliance
We have audited the City of Orange, Texas’ compliance with the types of compliance

requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of the City of
Orange, Texas’ major federal programs for the year ended September 30, 2011. The City of
Orange, Texas’ major federal programs are identified in the summary of auditor’s results section
of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to its major federal programs is
the responsibility of The City of Orange, Texas” management. Our responsibility is to express an
opinion on the City of Orange, Texas’ compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America, the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City of Orange,
Texas® compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis
for our opinion. Our audit does not provide a legal determination of the City of Orange, Texas’
compliance with those requirements.

In our opinion, the City of Orange, Texas, complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended September 30, 2011.

AEKC Accounting\ORA232] - City of Orange\2011\City of Orange\Single Audit\Financial St s\Report on Compli with Requirements Applicable to each Major Program.doc
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Honorable Mayor and Members of the City Council
City of Orange, Texas

Internal Control Over Compliance
The management of the City of Orange, Texas, is responsible for establishing and maintaining

effective internal control over compliance with the requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we considered
the City of Orange, Texas’ internal control over compliance with the requirements that could
have a direct and material effect on a major federal program in order to determine the auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the City of Orange, Texas’ internal control

over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on

a timely basis.

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

This report is intended solely for the information and use of the Honorable Mayor and Members
of the City Council, management, others within the entity, federal awarding agencies, and pass-
through entities and is not intended to be and should not be used by anyone other than these

specified parties.

Very truly yours,
Edgon Woen & Cosa
EDGAR, KIKER & CROSS, PC

Certified Public Accountants and Consultants

BDB/cr
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CITY OF ORANGE, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

A. SUMMARY OF AUDITOR’S RESULTS

1.

4.

5.

The auditor’s report expresses an unqualified opinion on the financial statements
of the City of Orange, Texas.

No significant deficiencies were disclosed during the audit of the financial
statements.

No instances of noncompliance material to the financial statements of the City of
Orange, Texas, which would be required to be reported in accordance with
Government Auditing Standards, were disclosed during the audit.

No significant deficiencies in internal control over the major federal award
programs were disclosed during the audit.

The independent auditor’s report on compliance for the major federal award
programs expresses an unqualified opinion on the major federal programs.

No audit findings relative to the major federal award programs are reported in this
schedule.

The programs tested as major programs included:

US Department of Housing and Urban Development HOME Investment
Partnership Program CFDA # 14.239

US Department of Housing and Urban Development Community Block Grant
State-Administered Cluster CFDA # 14.228

The threshold for distinguishing Type A and B programs was $300,000.

The City of Orange, Texas, did not qualify as a low-risk auditee.

B. FINDINGS - FINANCIAL STATEMENT AUDIT

No findings reported.

C. FINDINGS - MAJOR FEDERAL AWARD PROGRAM AUDITED

No findings or questioned costs noted by auditors.

169



CITY OF ORANGE, TEXAS
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Finding M1001: Auditee’s Comments on Audit Resolution Matters Relating to HUD
Programs

U.S. Department of Housing and Urban Development — CFDA #14.218

Condition. Lack of income eligibility documentation noted during visits to nonprofits
awarded 2008 Public Service Contracts.

Current Status. The City has changed their policy and will provide the documentation
going forward, but asserts that their nonprofits serve populations that fit the “presumed
benefit” category and have always maintained documentation to prove they serve these
identified populations. This finding has been closed.

Finding 01-2009: Managing Subrecipients
U.S. Department of Housing and Urban Development — CFDA #14.239

Condition. The City of Orange, as Lead Entity, did not accomplish draws from the Line-
of-Credit-Control-System (LOCCS) in a timely manner. They did not receive invoices
and supporting documentation from the subrecipients in a timely manner, which delayed
making draws.

Current Status. The City adopted a Monitoring Plan during the year ended September
30, 2010 and did monitor the subrecipients in accordance with that plan. The
subrecipient, as administrative agent for the HOME program, is not complying with the
City’s repeated requests that the invoices and supporting documentation be obtained in a
timely manner. The City is continuing to make frequent requests of the administrator.
Finding M9004: Commitment of Funds Prior to Environmental Review

U.S. Department of Housing and Urban Development — CFDA #14.239

Condition. Monies expended on projects were not approved by HUD because appropriate
environmental review procedures were not followed.

Current Status. The City requested from HUD that the monies be set aside and that offset
occurred during the fiscal year ended September 30, 2011.
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CITY OF ORANGE, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Federal
CFDA Pass-through Entity Federal
Federal Grantor/Pass-through Grantor/Program Number Identifying Number Expenditures

U.S. Department of Energy

ARRA Energy Efficiency & Conservation Block Grant 81.128 DE-EE0000893 $ 6,224
Total U.S. Department of Energy $ 6,224
Department of Housing and Urban Development

Community Development Block Grant Entitlements 14.218 N/A $ 288,662
HOME Investment Partnership Agreement 14.239 N/A 393,365
ARRA CDBG Funding 14.253 B-09-MY-48-0004 76,800

Passed through the State:
Texas Department of Rural Affairs (TDRA) 14.228 10-5128-000-5109 3,200,677
Total Department of Housing and Urban Development $ 3,959,504

Department of Justice
ARRA 2009 Edward Byrne Memorial Justice Assistance Grant ~ 16.804 2009-DJ-BX-333 $ 4,503

ARRA 2010 Edward Byrne Memorial Justice Assistance Grant 16.804 2010-DJ-BX-0665 22,769
Community Oriented Policing Services (COPS) Grant 16.710 2010-UM-WX-0316 47,887
Butllet Proof Vest Partnership Program 16.607 5,200

Total Department of Justice $ 80,359

Department of Homeland Security

2010 AFG Assistance to Firefighters Grant 97.044 EMW-2010-FO04736 $ 33,178
Passed through the State:
Texas Department of Public Safety - Emergency
Management Performance Grant 97.042 11TX-EMPG-0412 30,411
Total Department of Homeland Security $ 63,589
Total Expenditures of Federal Awards $ 4,109,676
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CITY OF ORANGE, TEXAS
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

l NOTE 1: BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of City of Orange, Texas under programs of the federal government for the year
ended September 30, 2011. The information in this schedule is presented in accordance
with the requirements of OMB Circular A-133, Audits of States, Local Governments, and
Non Profit Organizations. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of the basic financial statements.

[ NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the modified accrual basis of
accounting. The expenditures of the federal awards are reported in the City’s
Comprehensive Annual Financial Report, within the governmental fund types.
Governmental funds are used to account for the City’s general governmental activities.
Expenditures are recorded when the fund liability is incurred.

Such expenditures are recognized following the cost principles contained in OMB Circular
A-87, Cost Principles for State, Local, and Indian Tribal Governments, wherein certain
types of expenditures are not allowable or are limited as to reimbursement. Pass-through
entity identifying numbers are presented where available.
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