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TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2010

This discussion and analysis of the Town of Ransom Canyon’s financial performance
provides an overview and analysis of the City’s financial activities for the fiscal year
ended September 30, 2010. We encourage readers to consider the information presented
here in conjunction with the accompanying basic financial statements.

Financial Highlights

e The assets of the Town of Ransom Canyon exceeded its liabilities at the close of
the fiscal year ending September 30, 2010 by $3,558,972 (net assets). Of this
amount, $1,056,990 (unrestricted net assets) may be used to meet the City’s
ongoing obligations to citizens and creditors. Net assets increased by just over
$303,563; a 9.3% increase over the previous year.

e The City’s total assets increased by $333,109; a 7.8% increase over the past fiscal
year. Liabilities increased by $29,545; a 3.0% increase over the prior fiscal year.

o The City has one debt issue outstanding at September 30, 2010, the 2001
Certificates of Obligation, with a balance of $915,000.

Overview of the Financial Statements

This discussion and analysis serves as an introduction to the Town of Ransom Canyon’s
basic financial statements. The Town of Ransom Canyon’s basic financial statements are
comprised of three components: government-wide financial statements, fund financial
statements, and notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad
overview of the Town of Ransom Canyon’s finances, in a manner similar to a private-
sector business.

The government-wide financial statements are comprised of two statements a) the
statement of net assets and b) the statement of activities. The two government-wide
statements report the City’s net assets and how they have changed. Net assets, the
difference between the City’s assets and liabilities, are one way to measure the City’s
financial health or position.
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The Statement of Net Assets presents information on all of the Town of Ransom Canyon’s
assets and liabilities, with the difference between the two reported as net assets. Over
time, increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the Town of Ransom Canyon is improving or deteriorating. The
Statement of Net Assets combines and consolidates governmental funds’ current financial
resources (short-term spendable resources) with capital assets and long-term obligations.
Other nonfinancial factors should also be taken into consideration, such as changes in the
City’s property tax base and the condition of the City’s infrastructure (i.e. roads and
streets, sidewalks, etc.) to assess the overall health or financial condition of the City.

The Statement of Activities presents information showing how the City’s net assets
changed during the most recent fiscal year. All of the current year’s revenues and
expenses are taken into account regardless of the timing of the cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods (e.g., uncollected taxes and earned but not used
vacation leave). Both the Statement of Net Assets and the Statement of Activities are
prepared utilizing the accrual basis of accounting as opposed to the modified accrual
basis used in governmental fund financial statements.

In the Statement of Net Assets and the Statement of Activities, the City is divided into
two kinds of activities:

e Governmental Activities — Most of the City’s basic services are reported here,
including the general administration, police, fire, streets, library, and parks.
Property taxes, RV lot revenue, and franchise fees finance most of these activities.

¢ Business-type Activities — The City charges a fee to customers to help it cover all
or most of the cost of certain services it provides. The City’s water and sewer
system and sanitation solid waste collection are reported here.

All of these activities are collectively referred to in the financial statements as those of
the primary government.

Reporting the City’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant
funds — not the City as a whole. Some funds are required to be established by state law
and by bond covenants. However, the City establishes other funds to help it control and
manage money for particular purposes or to show that it is meeting legal responsibilities
for using certain taxes, grants and other money. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. The City’s two kinds of funds — governmental and proprietary
— utilize different accounting approaches,
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Governmental funds — The majority of the City’s basic services are reported in
governmental funds, which focus on how money flows into and out of those
funds and the balances left at year-end that are available for spending.
Essentially the same functions are reported in the governmental funds as in the
governmental activities section of the government-wide financial statements.
Unlike the government-wide financial statements, governmental fund financial
statements focus on the near-term inflows and outflows of spendable resources,
as well as on balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating a government’s near-term
financing requirements. These funds are reported using an accounting method
identified as the modified accrual basis of accounting, which measures cash and
all other financial assets that can readily be converted into cash. The
governmental fund statements provide a detailed short-term view of the City’s
general government operations and the basic services it provides. Governmental
fund information helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City’s programs. By
comparing information presented for governmental funds with similar
information presented for governmental activities in the government-wide
statements, readers may better understand the long-term effect of the
government’s near term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures,
and changes in fund balance provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The Town of Ransom Canyon maintains a single governmental fund which is
considered to be a major fund. Information is presented in the Governmental
Fund Balance Sheet and in the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balance for the General Fund for this fund.

Proprietary funds — Proprietary (enterprise) funds are used to report the same
functions presented as business-type activities in the government-wide financial
statements. The City charges customers for the services it provides. These
services are generally reported in proprietary funds. Proprietary funds are
reported in the same way that all activities are reported in the Statement of Net
Assets and the Statement of Activities. The City’s enterprise funds are identical
to the business-type activities that are reported in the government-wide
statements but provide more detail and additional information, such as cash
flows, for proprietary funds.

The Town of Ransom Canyon maintains a single enterprise fund. The City uses
enterprise funds to account for its water and sewer services and sanitation (solid
waste disposal) services. The fund provides the same type of information as the
government-wide statements, only in more detail. It is also considered to be a
major fund of the City.
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Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found immediately following the basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report presents
certain required supplementary information regarding the City’s budgetary comparative
information for the general fund. This information follows the notes to the financial
statements.

THE CITY AS A WHOLE - Government-wide Financial Analysis

The City’s combined net assets were $3.559 million as of September 30, 2010.
Analyzing the net assets and net expenses of the governmental and business-type
activities separately, the business-type activities net assets are $2.080 million. This
analysis focuses on the net assets (table 1) and changes in general revenues (table 2) and
significant expense of the City’s governmental and business-type activities.

A significant portion of the City’s net assets (approximately 66.7%) reflects its
investment in capital assets (e.g., land, buildings, machinery and equipment); less any
related debt used to acquire those assets that is still outstanding. The City uses these
capital assets to provide services to citizens; consequently, these assets are not available
for future spending. Although the City’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since capital assets themselves cannot be used to liquidate
these liabilities.

The following table provides a summary of the City’s net assets for the years ended
September 30, 2009 and 2010.
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Table 1
Summary of Net Assets

Governmental Activities Business-type Activities Total
2009 2010 2009 2010 2009 2010
Current and other assets $ 23445039 S 356,717.86 $ 72429840 $ 94231596 §$ 958,748.79 $ 1,299,033.82
Capital assets 1,110.425.11 1,198,585.76 2,184,574.18 2,089,237.18 3.294,999.29 3,287,822.94
Total assets 1,344,875.50 1,555,303.62 2,908,872.58 3,031,553.14 4,253,748.08 4,586,856.76
Current liabilities 8.828.12 76,330.41 74,511.70 101,554.46 83,339.82 177,864.87
Long-term liabilities - - 915,000.00 850,000.00 915,000.00 850,000.00
Total liabilities 8,828.12 76,330.41 989,511.70 951,554.46 998,339.82 1,027,884.87
Net assets
Invested in capital assets,
net of related debt 1,110,425.11 1,198,585.76 1,209,574.18 1,174,237.18 2,319,999.29 2,372,822.94
Restricted 32,381.67 129,158.76 32,381.67 129,158.76
Unrestricted 225,622.27 280,387.45 677,405.03 776,602.74 903,027.30 1,056,980.19
Total net assets $ 1,336,047.38 S 1.478973.21 $ 1,919,360.88 $ 207999868 § 3,255408.26 $ 3,558,971.89

Governmental Activities

The City’s governmental activities revenues were up by over $176,400 or approximately
27% from the prior fiscal year. The increases were due primarily to property taxes and
grant revenues while most other revenue accounts remained constant or showed
decreases.
Table 2
Governmental Activity Revenues

2008 2010
Property taxes (including penalty and interest) $ 556,294.36 $ 569,630.94
Permits 4,591.50 5,591.70
Municipal court revenue 207.00 1,617.20
Franchise fees 26,946.26 23,557.33
Library revenue 4,560.00 4,560.00
R V lot revenue 13,035.58 13,002.21
Interest revenue 24,312.54 10,634.12
Tax certificates 177.00 100.00
Sales tax revenue 4,287.14 5,277.57
Grant revenue 182,232.10
Other revenues 22,957.49 17,600.92

$ 657,368.87 $ 833,804.09

Governmental expenditures were down by $27,254 or 3.1% from the previous year. The
most significant governmental expenses for the City are government administration,
public safety, and streets.
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Business-type Activities

Total revenues of the City’s business-type activities were $878,369 for the year ended
September 30, 2010. Expenses for the City’s business-type activities were $567,731 for
the year, resulting in an income before transfers of $310,638.

Charges for services were up $18,162 or 2.5% over the previous year. Increased water
revenue accounted for most of the increase. Water purchases from the City of Lubbock
were down $5,447 from the previous year.

Table 3
Changes in Net Assets
Governmental Activities Business-type Activities Total
2009 2010 2009 2010 2009 2010
Revenues:
Program revenues:

Charges for services $ 459150 $ 559170 $ 74184545 $ 760,007.04 $§ 74643695 $ 765598.74
Grants and contributions:

Operating 4,560.00 4,560.00 4,560.00 4,560.00

Capital 182,232.10 182,232.10

General revenues:

Property taxes 556,294.36 569,630.94 113,502.19 108,562.51 669,796.55 679,193.45
Franchise fees 26,946.26 23,557.33 26,946.26 23,557.33
Other 64.976.75 48,232.02 4,616.30 8,799.30 69,593.05 57,031.32

Total Revenues 657,368.87 833,804.09 859,963.94 878,368.85 1,517,332.81 1,712,172.94

Expenses:

General government 101,828.58 254,513.55 101,828.58 254,513.55
Operations 53,709.58 133,787.01 53,709.58 133,787.01
City Court 2,091.38 3,130.68 2,091.38 3,130.68
Public safety 93,522.60 291,376.05 93,522.60 291,376.05
Public works 81,647.90 137,174.12 81,647.90 137,174.12
Library 15,659.60 17,236.28 15,6569.60 17,236.28
Emergency cperation center 5,406.41 3,660.57 5,406.41 3,660.57
Payroll 514,266.70 514,266.70 -
Water purchases 127,034.26 121,587.57 127,034.26 121,587.57
Water, sewer and sanitation 292,848.69 396,595.98 292,848.69 396,595.98
Interest 54,663.23 49,547.50 54,663.23 49,547.50

Total Expenses 868,132.75 840.878.26 474,546.18 567,731.05 1.342.678.83 1,408.609.31
Change in net assets

before transfers {210,763.88) (7.074.17) 385,417.76 310,637.80 174,653.88 303,563.63
Transfers 320,000.00 150.000.00 {320.000.00) (150,000.00) - -
Change in net assets 109,236.12 142,925.83 65,417.76 160,637.80 174,653.88 303,563.63
Net assets, October 1 1,226,811.26 1,336,047.38 1,853,943.12 1,919,360.88 3.080,754.38 3,255.408.26

Net assets, September 30 $ 1,336,047.38 § 1,478.973.21 $ 1,919,360.88 $ 2,079,998.68 $ 3.255408.26 $ 3.558.971.89
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the 2010 fiscal year, the City had over $3.287 million invested in a broad
range of fixed assets, including buildings, streets, water and sewer lines and equipment,

vehicles, police and fire department equipment.

Table 4
Capital Assets (Net of Accumulated Depreciation)

Governmental Business-type
Activities Activities Total
2009 2010 2009 2010 2009 2010
Land S 21,230.00 S 21,23000 $ $ $ 21,23000 $§  21,230.00
Buildings 210,930.92 204,352.92 210,930.92 204,352.92
Street and infrastructure 168,005.00 152,743.00 168,005.00 152,743.00
Improvements 521,254.14 542,491.17 521,254.14 542,491.17
Vehicles and equipment 189,005.05 277,768.67 189,005.05 277,768.67
Water and sewer system 2,184,574.18 2,089,237.18 2,184,574.18 2,089,237.18
Totals $ 1,110,425.11 $ 1,198,585.76 $ 2,184,574.18 $ 2,089,237.18 §$ 3.294,999.29 § 3,287,822.94

Debt

At year-end, the City had $915,000 in debt outstanding as compared to $975,000 at the
end of the prior fiscal year a decrease of approximately 6.15%. Table 5 indicates the
outstanding debt at September 30, 2009 and 2010.

Table 5
Outstanding Debt
Governmental Business-type
Activities Activities Total
2003 2010 2009 2010 2009 2010

Combination Tax and
Revenue Certificates of
Obligation Series 2001 $ - 3 - $§ 97500000 $ 91500000 $ 975000.00 $ 915.000.00

General Fund Budgetary Highlights

The City’s original budget was adopted prior to the beginning of the fiscal year and was
not amended during the year. For the year ended September 30, 2010 revenues came in
over the budgeted amount by almost $159,000 mainly due to grants and expenses were
under budget by slightly over $20,000.00.



