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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor, Members of the City Council
Town of Ransom Canyon, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, cach major fund, and the aggregate remaining fund information of the Town of Ransom
Canyon, Texas os of and for the year ended September 30, 2017, and the related notes to the financial statements, which collectively
comprise the City's basic financial statemenis as listed in the table of contents.

Management's Responsibility for the Financinl Statements

Management is responsible for the preparation and fair presentation ol these financial stalements in accordance with accounting
principles generally accepted in the United States of America, this includes the design, implementation, and maintenance of internal
control reievant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted cur audit in accordance with
auditing standards generally accepted in the United States of Amernca, Those standards require that we plan and perform the audit 1o
obtain reasonable assurance about whether the financial statements are {ree of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of materia! misstatement of the financial
statements, whether due to fraud or error.  In making those risk assessments, the suditor considers intemmal control relevant 1o the
entity's preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, bul not for the purpose of expressing an opinion on the effectiveness of the entity's intemal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimaies made by management, as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activitics, the business-type activitics, the aggregate discretely presented component units, each major fund, and the
aggregale remaining fund information of the Town of Ransom Canyon, Texas as of September 30, 2017, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepled in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis,
budgetary comparison information, Schedule of Changes in Net Pension Liability and Required Ratios and the Schedule of
Coniributions on pages 2 through 9 and 42 through 46 be presented to supplement the basic financial statements, Such information,
although not & part of the basic financial statements, is required by the Govemmental Accounting Standards Board, who considers it 1o
be an essential pan of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally sccepted in the United States of America, which consisted of ingquinies of management ubout the methods ol
preparing the information and comparing the information for consistency with manngement’s responses to our inquirics, the basic
finuncial statements, and other knowledge we obtained during our audit of the basic lnancial stiwements We do not express un
opinion of provide any assurance on the information because the himited procedures do not provide us with sufficient evidence (o
express an opinion or provide any assurance

Qaucd £ Hosler, L

David L Hettler PC
November 24, 2017



TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2017

As management of the Town of Ransom Canyon (the City), we offer readers of the City’s
financial statements this narrative overview and analysis of the financial activities of the City for
the fiscal year ended September 30, 2017. This discussion and analysis is designed to provide an
objective and easy to read analysis of the City’s financial activities based on currently known
facts, decisions or conditions. It is intended to provide a broad overview using a short-term and
long-term analysis of the City's activities based on information presented in the financial report
and fiscal policies that have been adopted by the Council. Specifically, this section is designed to
assist the reader in focusing on significant financial issues, provide an overview of the City's
financial activity, identify changes in the City's financial position (its ability to address the next
and subsequent year challenges), identify any material deviations from the financial plan (the
adopted budget) and identify individual fund issues or concerns. As with other sections of this
financial report, the information contained within this Management Discussion & Analysis
(MD&A) should be considered only a part of a greater whole. The reader of this statement
should take time to read and evaluate all sections of this report, including the notes that are
provided in addition to this MD&A.

Key Financial Highlights

o The assets of the City exceeded its liabilities at the close of the fiscal year ending
September 30, 2017 by $3,969,650 (net position). Of this amount, $612,042 (unrestricted
net position) may be used to meet the City’s ongoing obligations to citizens and creditors.
Net position increased by $39,630 for the year ended September 30, 2017, a 1.0%
increase over the previous year.

e The City’s total assets increased by $202,650; a 4.0% increase from the prior fiscal year.
The City’s liabilities increased by $162,615; a 12.8% increase from the prior fiscal year.

¢ The City’s enterprise fund ended the year with an operating income of $246,973 and a
change in net position after transfers of $23,792.

e The City completed construction on the new City Hall facility.
Overview of the Financial Statements

This annual report consists of two parts - management's discussion and analysis (this section) and
the basic financial statements. This discussion and analysis serves as an introduction to the City’s
basic financial statements. The City’s basic financial statements are comprised of three
components: government-wide financial statements, fund financial statements, and notes to the
financial statements.

o The first two statements are government-wide financial statements that provide both
short-term and long-term information about the City's overall financial status.

s The remaining statements are fund financial statements that focus on individual parts of
the City, reporting the City's operations in more detail than the government-wide
statements.

» The governmental funds statements tell how basic services like administration and public
safety services were financed in the short-term as well as what remains for future
spending.

Trd



TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2017

» Proprietary funds statements offer short-term and long-term financial information about
the activities the City operates like businesses, such as water, sewer and sanitation
services.

¢ Fiduciary funds statements provide information about the financial relationships in which
the City acts solely as a trustee or agent for the benefit of others.

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 City’s financial position, in a manner similar to a private-sector business. The two
povernment-wide statements report the City’s net position and how it has changed. The
Statement of Net Position presents information on all of the City’s assets, liabilities, and deferred
inflows and outflows of resources, with the difference reported as net position. Net position is
one way to measure the City's financial health or position. Over time, increases or decreases in
the City's net position is an indicator of whether its financial position is improving or
deteriorating. The Statement of Activities presents information on how the City’s net position
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
Position 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.

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,
elc.) to assess the overall health or financial condition of the City.

In the Statement of Net Position 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 governient,



TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2017

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 proprictary — utilize different accounting approaches.

s 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 batances of spendable
resources available at the end of the fiscal year. Such information may be useful in
evaluating a government’s near-lerm 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 City maintains a single governmental fund which is considered to be a major fund.
Information for the General Fund is presented in the Governmental Fund Balance Sheet
and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in
Fund Balance.

e Proprietary funds — Services for which the City charges customers a fee generally are
reported in proprietary funds. Proprietary fund financial statements, like the government-
wide statements, provide both short-term and long-term financial information. The
City’s proprietary fund is an enterprise fund, which is used to report the same functions
presented as business-type activities in the government-wide financial statements, only
in more detail, such as cash flows.



TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2017

o The City 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.

¢ Fiduciary funds - The City is the trustee, or fiduciary, for assets that belong to others,
such as the scholarship fund. The City is responsible for ensuring that the assets
reported in these funds are used only for their intended purpose and by those to whom
the assets belong. The City excludes these activities from the government-wide financial
statements because the City cannot use these assets to finance its operations.

Notes to the Financial Statements

The notes provide disclosures and additional information that is essential to a full understanding
of the financial information presented 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 and information about the City’s net pension liability and pension contributions.
This information follows the notes to the financial statements.

THE CITY AS A WHOLE - Government-wide Financial Analysis

The City’s combined net position was $3.970 million as of September 30, 2017. Analyzing the
net position and net expenses of the governmental and business-type activities separately, the
business-type activities net position is $2.797 million. This analysis focuses on the net position
(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 position (approximately 82.42%) 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 position for the years ended September 30, 2016 and 2017.



TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2017
Table 1
Surmmary of Net Position
Governmental Activilies Business-type Aclivities Total
2016 2017 2018 2017 2016 2017
Current and other assets % 255,366.11 § 311,966.07 51,536,864.36 $1,306,640.92 $1,792,23047 $1.618,60699
Capital assets 1,396,231.68 1,571,19324 1,884,37420 2,085686.43 3.280,605.88 3,656,87967
Total assets 1,651,597.79 1,883,159.31 3,421,23856 3,392,327.35 5,072,836.35 527548666
Deferred outflows of resources 93,594.29 95,156.60 29,528.55 27,560.62 123,122.84 122,717.22
Current liabilities 13,970.74 220,952.46 157,535.35 191,072.23 174.506.09 412,024.69
Long-term liabilities 574,882.92 585,186.66 519.550.58 431,34295 1,004,433.50 1,016,529 61
Total liabilities 588,853.66 806,139.12 677,085.93 622,41518 1,265,939.59 1,428 554.30
Net position
Net investment in capital assets  1,396,231.68 1,571,193.24 1,409,37420 1,700,68643 2,80560588 3,271879.67
Restricted 348,917.21 85,727 .43 348.917.21 B5,727.43
Unrestricted (239,893 26)  (399,016.45) 1,015,389.77 1,011,058.93 775,496.51 612,042.48
Total net position $1,156,338 42 $1,172,176.79 $2,773.681.18 $2,797,472.79 $3,930,019.60 $3,069,649.58

Governmental Activities

The City’s governmental activities revenues were up by $68,441 or approximately 8.97% from

the prior fiscal year.

The increase was due primarily to property taxes.

Governmental

expenditures were up by $124,743 or 12.28% over the previous year. The most significant
governmental expenses for the City are government administration and public safety which

includes police and fire department.

Table 2

Governmental Activity Revenues

Property taxes (including penalty and interest)
Permits

Municipal court revenue
Franchise fees

Library revenue

R V storage revenue
Interest revenue

Tax certificates

Sales tax revenue
Donated assets

Grant revenue

Other revenues

2016 2017
$ 657,883.91 § 728443.00
22,331.30 10,482.50
1,043.30 1,967.10
23,615.11 26,327.27
9,935.54 7,990.00
15,476.80 17,088.34
1,991.79 2,519.67
192.00 564.00
12,089.68 10,679.09
10,888.00 -
- 10,000.00
7,816.19 15,643.95
$ 76326362 $ 831,704.92




TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
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Business-type Activities

Total revenues of the City’s business-type activities were $1,182,165 for the year ended
September 30, 2017. Expenses for the City’s business-type activities were $833,373 for the year,
resulting in an income before transfers of $348,792.

Charges for services were up $22,967 or 2.20% over the previous year. Water purchases from the
City of Lubbock were up $14,562 from the previous year. Water revenues and water purchases
were up for the year with approximately two million more gallons consumed in 2017.

Revenues:

Program revenues
Charges for services
Grants and contributions

Operating
Capital

General revenues:
Property taxes
Franchise fees
Other

Total Revenues

Expenses:

General government
Operations
City Court
Public safety
Public works
Library
Emergency operation center
Water purchases
Water, sewer and sanitation
Interest

Total Expenses
Change in net position

before transfers
Transfers
Change in net position
Net position, October 1

Table 3

Changes in Net Position

Governmental Activities Business-type Activities Total
2016 2017 2016 2017 2018 2017
$ 2233130 $ 1048250 § 1.042,838.47 § 106580675 § 1065170.77 $ 1,076,28925
9,935.54 17.990.00 9,935.54 17,990.00
657,883.91 728.443.00 105,487.06 102,719.61 763,370.97 831,162.61
23,615.11 26,327.27 23,615.11 26,327.27
49,497.76 48.462.15 7,256.40 13.638.43 56,754.16 62,100.58
763,263.62 831,704.92 1,155,582.93 1,182,164.79 1,918,846.55 2,013,869.71
321,963.27 359,313.12 321,963.27 359,313.12
148,546.31 167,359.72 148,546.31 167,359.72
4,116.74 3,395.67 4,116.74 3,395.67
345,955.97 399,388.10 345,955.97 399,388.10
158,181.13 176,844.69 158,181.13 176,844 69
31,854 .52 29,932.42 31,954.52 29,932.42
5,405.79 4,632.83 5,40579 4,632.83
344,137 92 358,700.26 344,137.92 358,700.26
456,634 11 460,133.00 456,634 .11 460,133.00
17,266 91 14 53992 17,266 91 14,539 §2
1,016,123.73 1,140,866.55 818.038.94 8§33,373.18 1,834,162 67 1,974.239 73
(252,860.11) (309,161.63) 337,543.99 348,791.61 B4,663.86 39,629.98
325,000.00 325,000.00 (325,000.00) {325,000.00) - -
72,139.89 15,838.37 12,543.99 23.791.61 84,683.88 39,620.98
1,084,198.53 1,156,338.42 2,761,137.19 2,773,681.18 3.845,335.72 3,930,019.60
$ 1.172,176.79 $ 2,773,681.18 § 279747279 § 393001960 § 3,969,649.58

Net position, September 30 §$ 1,156,338.42




TOWN OF RANSOM CANYON, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2017

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the 2017 fiscal year, the City had $3.657 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
2016 2017 2016 2017 2018 2017

Land $ 46,230.00 & 46,23000 35 $ $ 46,23000 $  46,230.00
Construction in progress 46,982.65 - 46,982 65 -
Buildings 198,188.43 494,216.81 306,800.47 198,188 43 801,017.28
Street and infrastructure 732,299.20 675,526.01 732,299.20 675,526.01
Improvements 230,700.84 191,077.92 230,700.84 191,077.92
Vehicles and equipment 141,830.56 164,142.50 23,030.33 141,830.56 187,181.83
Water and sewer system 1,884,374.20 1,755,846.63 1,884,374.20 1,755,846 63

Totals $ 1,396,231.66 § 1,571,193.24 $ 1,884,374.20 § 208568643 $3,280,605.88 5 3,656.879.67

Debt

At year-end, the City had $385,000 in debt outstanding as compared to $475,000 at the end of the
prior fiscal year a decrease of approximately 18.95%. The City retired $90,000 in bonds. Table 5
indicates the outstanding debt at September 30, 2016 and 2017,

Table 5
Cutstanding Debt

Governmental Business-type
Activities Activities Total
2016 2017 2018 2017 2016 2017
General Obligation
Refunding Bonds
Series 2010 $ - g - $ 47500000 S 38500000 $ 47500000 $ 385.000.00

General Fund Budgetary Highlights

The City’s original budget was adopted prior to the beginning of the fiscal year and was amended
during the year. For the year ended September 30, 2017 governmental revenues came in over the
budgeted amount by $61,637 while expenditures were $126,23 1 under the budgeted amount.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City’s elected and appointed officials considered many factors when setting the fiscal year
2017-2018 budget, tax rate, and fees that will be charged for the business-type activities. Stable
property valuations for the 2017-2018 fiscal year coupled with a small amount of growth within
the City will help accomplish one of its top short-term goals, building cash for future capital
improvement projects.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the City’s finances and to show the City’s accountability for
the money it receives. If you have questions about this report or need additional financial
information, contact Elena Quintanilla, at the Town of Ransom Canyon, 24 Lee Kitchens Drive,
Ransom Canyon, Texas 79366.



TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF NET POSITION
AS OF SEPTEMBER 30, 2017

Primary Government

Governmental Business-type
Activities Activities Total
Assets
Cash and cash in bank 30465660 % 1113,76396 $ 141842058
Receivables
Taxes 5,032.81 5,032.81
Other governments 762.54 762.54
Franchise fees 1,514.12 1,514.12
Customer accounts, net 107,149.53 107,149.53
Restricted Assets
Cash and cash in bank 85,727.43 B5,727.43
Capital Assets, nondepreciable
Land 46,230.00 46,230.00
Capital Assets, (net of accumulated
depreciation)
Buildings 494,216.81 306,800.47 801,017.28
Streets and infrastructure 675,526.01 675,5626.01
Improvements 191,077.92 191,077.92
Vehicles, equipment and machinery 164,142.50 23,039.33 187,181.83
Water and sewer system 1,755,846.63 1,755,846.63
Total Assets 1,883,159.31 3,392,327.35 5,275,486.66
Deferred Cutflows of Resources
Deferred amount on refunding 6,249.77 6,249.77
Deferred pension contribution 95,156.60 21,310.85 116,467.45
95,156.60 27,560.62 122,717.22

The accompanying notes are an integral part of these financial statements.
10




Accounts payable

Accrued compensation payable
Utility deposits

Payable from restricted assets

Liabilities

Accrued interest payable
Non-current Liabilities
Net pension liability
Due within one year:
General obligation refunding bonds payable
Due in more than one year:

General obligation refunding bonds payable
Total Liabilities

Net investment in capital assets

Net Position

Restricted for debt service

Unrestricted

Total Net Position

TOWN OF RANSOM CANYON, TEXAS

STATEMENT OF NET POSITION
AS OF SEPTEMBER 30, 2017

Primary Government
Governmental  Business-type

Activities Activities Total
215,810.11 66,424.04 282,234.15
5,142.35 5,142.35
33,190.00 33,190.00
1,458.19 1,458.19
585,186.66 136,342.95 721,529.61
90,000.00 90,000.00
295,000.00 285,000.00
806,139.12 6522,415.18 1,428,554.30
1,571,183.24 1,700,686.43 3,271,879.67
85,727.43 85,727.43
(399,016.45) 1,011,058.93 612,042.48

$ 1,172,176.79 $ 2,797,472.79

$ 3,969,649.58

11

The accompanying notes are an integral part of these financial statements.



Functions / Programs
Primary Government:
Governmental Activities:
General government
Operations
City court
Public safety - police department
Public safety - fire department
Public works - street depanment
Library
Emergency operations
Total Governmental Aclivities

Business-type Activities.
Water and sewer fund
Total Business-type Activities

Total Primary Government

Property laxes
Franchise fees
Sales tax revenue
Interest
Transfers
RV storage revenue
Tax certificates
Other
Totat general revenues and transfers
Change in net position
Net position, October 1
Net position, September 30

TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Program Revenues

Net {(Expenses) Revenue and
Changes in Net Position

Operating Primary Government
Chargesfor  Grantsand Grantsand Governmental Business-type

$ 35931312 § 1048250 S $ $ (348,83062) $ $ (348,83052)
167,359.72 {167,359.72) (167,359.72)
3,385,567 (3,395.67) (3,395.67)
302,418.78 {302,418.78) {302,418 78}
96,969.32 10,000 00 (86,969.32) (86,969 32)
176,844.69 {176,844.69) {176,844 69}
29,932.42 7.990 00 (21,942.42) (21,942 42}
4,632 83 (4,632.83) (4,632 83)
1,140,866 55 10,482 50 17,990 00 (1,112,394 .05) - (1,112,394 05)
B833,373.18 1,065,806.75 232.433.57 232,433.57
833,373.18 1,065,806.75 - - 232,433.57 232,433.57
$1,974,239.73 $1,076,28025 $17,99000 3 {1,412,394.05) 232,433.57 (879,960.48)
728,443.00 102,719.61 831,162.61

26,327.27 26,327.27

10,679.09 10,679.09

2,519.67 13,638.43 16,158.10

325,000.00 (325,000.00} -

17,088.34 17,088.34

564.00 564.00

17,611.05 17,611.05

1,128 232.42 {208,641.96) 519, 590.46

15,838 37 23,791.61 3962998

1,156,338 42 2,773,681 18 3,930,019.60

$1,172176.79 $279747279 §3,8659.649.58

The accompanying notes are an integral part of these financial _statements.

12



TOWN OF RANSOM CANYON, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
AS OF SEPTEMBER 30, 2017

Assets
Cash and cash in bank
Receivables (net of allowance for uncollectibles)
Taxes
Franchise fees
Other governments

Total Assets

Liabilities and Fund Balance
Liabilities
Accounts payable
Total Liabilities

Deferred Inflows of Resources
Unavailable revenue - property taxes

Total Deferred Inflows of Resources

Fund Balance
Unassigned
Total Fund Balance
Total Liabilities, Deferred Inflows of Resources
and Fund Balances

The accompanying notes are an integral part of these financial statements.
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Total
Governmental

General Funds
$ 304,656.60 % 304,656.60
5,032.81 5,032.81
1,614.12 1,514.12
762.54 762.54
$ 311,966.07 $ 311,966.07
$ 215,810.11 § 215,810.11
215,810.11 215,810.11
5,032.81 5.032.81
5,032.81 5,032 81
91,123.15 91,123.15
91,123.15 91,123.15
$ 311,966.07 $ 311,966.07




TOWN OF RANSOM CANYON, TEXAS
RECONCILIATION OF THE STATEMENT OF NET POSITION
OF GOVERNMENTAL FUNDS TO THE BALANCE SHEET
AS OF SEPTEMBER 30, 2017

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

Total fund balance per balance sheet $ 9112315

Capital assets used in the operation of governmental funds are not financiai
resources and, therefore, are not reported in the funds. These assets consist of:

Land 46,230.00
Buildings 622,650.38
Streets and infrastructure 2,808,921.20
Improvements 744,884.34
Vehicles, equipment and machinery 1,167,122.24
Accumulated depreciation (3.918,614.92)
1,571,193.24
Other long-term assels are not available to pay for current period expenditures
and are therefore deferred in the funds and recognized as revenue in the
statement of activities.
Deferred property taxes 5,032.84
Deferred outfiows related to pensions are not financial resources and
therefore are not reported in governmental funds 95,156.60
Long-term liabilities of governmental funds are not due and payable in
the current period and therefore, are not reported in the funds. These
consist of:
Accrued compensation (5,142.35)
Net pension liability (585,186.66)
Net position of governmental activities $1,172,176.79

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Total
Governmental
General Funds
Revenues
Property taxes $ 722299.05 % 722299.05
Penalties and interest 4,056.30 4,056.30
Permits 10,482.50 10,482.50
Franchise fees 26,327.27 26,327.27
Library revenue 7.980.00 7.990.00
R V storage revenue 17,088.34 17,088.34
Municipal court revenue 1,967.10 1,967.10
Tax certificates 564.00 564.00
Interest revenue 2,5619.67 2,619.67
Sales tax revenue 10,679.09 10,679.09
Grant revenue 10,000.00 10,000.00
Miscellaneous 15,643.95 15,643.95
Total Revenues 829,617.27 829.617.27
Expenditures
Current:
General government 340,808.34 340,808.34
Operations 167,160.38 167,160.38
City court 3,395.67 3,395.67
Public safety - police department 267,083.91 267,083.91
Public safety - fire department 72,858.85 72,858.85
Public works - street department 83,160.89 83,160.89
Library 29,202.57 29,202.57
Emergency operations 2,151.93 2,151.93
Capital outlay 341,633.63 341,633.63
Total Expenditures 1,307,456.17 1,307,456.17
Excess (Deficiency) of Revenues
Over (Under) Expenditures {477,838.90) (477,838.90)
Other Financing Sources {Uses)
Transfers in 325,000.00 325,000.00
Total Other Financing Sources and Uses 325,000.00 325,000.00
Net Change in Fund Balance (152,838.90) (152,838.80)
Fund Balance, October 1 243,962.05 243,962.05
Fung Balance, September 30 $ 9112315 § 91,123.15

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

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

Net change in fund balance - total governmental funds $ (152,838.90)

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

Capital outlay 341,633.63
Depreciation expense 166,672.07
174,961.56
Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.
Property taxes 2,087.65
Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore,
are not reported as expenditures in governmental funds.
Accrued compensation 369.49
Pension expense {8,741.43)
Change in net position of governmental activities § 1583837

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF NET POSITION

AS OF SEPTEMBER 30, 2017

Assets
Current Assets
Cash and cash in bank

PROPRIETARY FUNDS

Receivables {net of allowance for uncollectibles)

Customer accounts
Total Current Assets

Non-current Assets
Restricted Assets
Cash and cash in bank

Total Restricted Assets

Capital Assets
Water and sewer system
Buildings
Furniture
Accumulated depreciation
Total Capital Assets
Total Non-current Assets
Total Assets

Deferred Outflows of Resources
Deferred interest on refunding
Deferred pension contribution

Total Deferred Outflows of Resources

Enterprise Total

$1,113,763.96 § 1,113,763.96

107,149.53 107,149.53
1,220,913.49 1,220,913.48
85.727.43 B5,727.43
85727.43 85,727.43
4,715358.85  4,715,358.85
306,800.47 306,800.47
23,039.33 23,039.33
{2.959,512.22) (2,959,512 22)
2,085,686.43 _ 2,085,866.43
2,171,413.86 _ 2,171.413.86
3,392,327.35 3.392,327.35
6,249.77 6,249.77
21,310.85 21,310.85

$ 2756062 $  27,560.62

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
AS OF SEPTEMBER 30, 2017

Liabilities
Current Liabilities (payable from current assets)
Accounts payable
Utility deposits
Total Current Liabilities (payable from
current assets)

Current Liabilities (payable from restricted assets)
Accrued interest payable
General obligation refunding bonds payable, current
Total Current Liabilities (payable from
restricted assets)

Non-current Liabilities
Net pension liability
General obligation refunding bonds payable, non-current
Total Non-current Liabilities
Total Liabilities

Net Position
Net investment in capital assets
Restricted for debt service
Unrestricted

Total Net Paosition

Enterprise Total
$ 6642404 § 66424.04
33,190.00 33,190.00
96.614.04 99.614.04
1,458.19 1,458.19
90,000.00 90,000.00
91,458.19 91,458.19
136,342.95 136,342.95
295,000.00 295,000.00
431,342.95 431,342.95
622,415.18 622,415.18
1,700,686.43 1,700,686.43
85,727.43 85,727.43
1,011,058.93 1,011,058.93
$2797472.79 § 2,797,472.79

The accompanying notes are an integral part of these financial stalements.
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TOWN OF RANSOM CANYON, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Revenues
Water
Sewer
Sanitation
Mosquito spraying
Penalty revenue
Tap connect fees
Turn on revenue
Sewer revenue - Buffalo Lake

Total Operating Revenues

Operating Expenses

Water purchases
Payroll
Utilities
Chemicals
Supplies, repairs and maintenance
Fees, permits, inspections
Depreciation
Lab charges
Mosquito spraying expense
Insurance
Solid waste collection contract

Total Operating Expenses

Operating Income

Non-operating Revenue (Expense)

Interest income
Tax receipts
Interest expense

Total Non-operating Revenue (Expense)

Income Before Operating Transfers
Operating transfers out

Change in Net Position
Total Net Position, October 1

Total Net Position, September 30

Business-type

Activities
Enterprise
Funds Total
£32,399.13 § 632,399.13
147,697.17 147,697.17
149,401.34 149,401.34
17,759.70 17,759.70
5,197.67 5,197.67
2,400.00 2,400.00
1,200.00 1,200.00
109,751.74 109,751.74
1,065,806.75 1,065,806.75
358,700.26 358,700.26
133,5658.32 133,558.32
37,669.14 37,668.14
4,925.99 4,92599
26,832.17 26,832.17
3,460.75 3,460.75
128,527.57 128,527.57
5,015.34 5,015.34
4,321.52 4,321.52
1,097.00 1,097.00
114,725.20 114,725.20
818,833.26 818,833.26
246,973.49 246,973.49
13,638.43 13,638.43
102,719.61 102,719.61
{14,539.92) {14,539.92)
101,818.12 101,818.12
348,791.61 348,791.61
(325,000.00) {325,000.00)
23,791.61 23,791.61
2,773,681.18 2,773,681.18

$ 2,797472.79 $ 2,797,472.79

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Cash Flows From Operating Activities
Cash received from customers
Cash payments to suppliers
Cash payments to employees

Net Cash Provided by Operating Activities

Cash Flows From Non-capital
Financing Activities
Operating transfers out
Net Cash Provided By (Used For) Non-capital
Financing Activities

Cash Flows From Capital and Related
Financing Activities
Acquisition and construction of capital assets
Tax receipts
Repayment of long-term debt
Interest payment long-term debt
Net Cash Provided By (Used For) Capital
and Related Financing Activities

Cash Flows From Investing Activities
Interest received

Net Cash Provided By Investing Activities

Net Increase {Decrease) in Cash
and Cash Equivalents
Cash and cash equivalents, October 1

Cash and cash equivalents, September 30

Cash and cash in bank
Restricted cash and cash in bank

Total cash and cash equivalents

The accompanying notes are an integral part of these financial statements.
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Business-type
Activities

Enterprise
Funds

$ 1,058,255.18

Total

$ 1,058,265.18

(526,669.62) (526,669.62)
(131.648.81) {131,649.81)
399,935.75 399,935.75
{325,000.00) (325,000.00)
{325,000.00) (325,000.00)
(329,839.80) (329,839.80)
102,719.61 102,719.61
(90,000.00) {90,000.00)
(13.028.00) {13,029.00)
(330,149.19) (330,149.19)
13.638.43 13,638.43
13,638.43 13,638.43

(241,575.01)
1,441,066.40

(241,575.01)
1,441,066.40

$ 1,189,491.39

$ 1,199,491.39

$ 1,113,763.96
85,727.43

$1,113,763.96
86,727.43

$ 1,199,491.39

$1,199,481.39




TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Business-type
Activities
Enterprise
Funds Total

Reconciliation of operating income to net cash

provided by (used for) operating activities
Operating income $ 24697349 § 24697349
Adjustments to reconcile operating income to

net cash provided by operating activities:

Depreciation and amortization 128,527.57 128,527.57
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (11,351.57) (11,351.57)
(Increase) decrease in deferred outflows - pension 116.14 116.14
Increase (decrease) in accounts payable 30,077.75 30,077.75
Increase (decrease) in accrued compensation - -
Increase (decrease) in net pension liability 1,792.37 1,792.37
Increase (decrease) in utility deposits 3,800.00 3,800.00
Net cash provided by operating aclivities $ 2398993575 $ 399,935.75

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
AS OF SEPTEMBER 30, 2017

Pension
Trust Fund
Assets
Current Assets
Equity in investments $ 67.704.34
Total Assets $ 67,704.34
Net Position
Held in trust for pension benefits $ 67,704.34

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 20, 2017

Pension
Trust Fund
Additions
Contributions $ -
Net increase in fair value of investments 7,395.06
Total additions 7,395.06
Deductions
Benefits -_
Total deductions -
Change in net position 7,395.06
Net position held in trust for pension benefits, October 1 60,309.28
Net position held in trust for pension benefits, September 30 $ 67,704.34

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2017

1. Summary of Significant Accounting Policies

The Town of Ransom Canyon, Texas (the City) operates under a mayor — council (5 council members)
form of government and provides the following services: Public Safety (Police and Fire protection), Streets,
Sanitation, Public Improvements (Water and Sewer Sysiems), Library, Planning and Zoning, and General
Administrative Services. Volunteers staff the fire and ambulance services.

The financial statements of the City have been prepared to conform with Accounting Principles Generally
Accepted in the United States of America (GAAP) as applicable to governmental units. Generally accepted
accounting principles for local governments include those principles prescribed by the Governmental
Accounting Standards Board (GASB), the American Institute of Certified Public Accountants in the
publication entitled Audits of State and Local Governmental Units and by the Financial Accounting
Standards Board (when applicable). GASB is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The City’s reporting entity applies all relevant
Governmental Accounting Standards Board (GASB) pronouncements.

A. Financial Reporting Entity

Financial information of the City is presented as follows:

o Management’s Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the City's financial activities.

o Basic Financial Statements; Government-wide financial statements consist of a statement of net
position and a statement of activities to display information about the City as a whole.

These statements report all of the non-fiduciary activities of the government.
Governmental activities are reported separately from business-type activities.
Governmental activities are normally supported by taxes and intergovernmental revenues
whereas business-type activities are normally supported by fees and charges from
services and are usually intended by management to be financially self-sustaining,

The statement of activities presents a comparison between direct expenses and program
revenues for the different business-type activities of the City and for each function of the
City’s governmental activities. Direct expenses are those that are clearly identifiable
with a specific program or function. Program revenues include (a) charges to customers
or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or program and (b) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
program. Revenues that are not classified as program revenues, including all taxes and
other items, are presented as generai revenues.

o  Fund Financial Statements consist of a series of statements focusing on information about the
City's major governmental and enterprise funds. Separate financial statements are presented for
the governmental and enterprise funds.

As required by generally accepted accounting principles, these financial statements present the City (the
primary government) and its component units, if applicable. The City’s financial statements include the
accounts of all City operations. Component units are organizations for which the City is financially
accountable and all other organizations for which the nature and significance of their relationship with the
City are such that exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete. Financial accountability exists if the City appoints a voting majority of an organization’s
governing board and is either able to impose it’s will on that organization or there is a potential for the
organizations to provide specific financial benefits to, or impose specific financial burdens on, the City.
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TOWN OF RANSOM CANYON, TEXAS

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2017

The City may be financially accountable for governmental organizations with @ separately elected
governing board, a governing board appointed by another government, or a jointly appointed board that is
fiscally dependent on the City. The financial statement of the component units may be discretely presented
in a separate column from the primary government or blended with the financial statements of the primary
government. The criteria for including organizations as component units within the City’s reporting entity,
as set forth in Section 2100 of GASB's Codification of Governmental Accounting and Financial Reporting
Standards, include whether:

The organization is legally separate (can sue and be sued in their own name)

The City holds the corporate powers of the organization

The City appoints a voting majority of the organization’s board

The City is able to impose its will on the organization

The organization has the potential to impose a financial benefit/burden on the City
There is fiscal dependency by the organization on the City

& & & ® @

Based on the aforementioned criteria, the Town of Ransom Canyon has no compenent units.

B. Government-wide and Fund Financial Statements

The basic financial statements include both government-wide (based on the City as a whole} and fund
financial statements. The government-wide financial statements (i.e., the stalement of net position and the
statement of activities) report information on all of the non-fiduciary activities of the primary government.
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and charges for
support. For the most part, the effect of interfund activity has been removed from these statements. The
previous reporting model emphasized fund types (the total of all funds of a particular type), in the new
reporting model as defined by GASB Statement No. 34 the focus is either the City as a whele or major
individual funds (within the fund financial stalements).

The government-wide statement of activities demonstrates the degree to which the direct expenses of a
functional category (Public Safety, Public Works, etc.) or activity are offset by program revenues. Direct
expenses are those that are clearly identifiable with a specific function or activity. Indirect expenses are
allocated based on the annual cost allocation plan. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function or activity, 2) grants and contributions that are restricted to meeting the operational requirements
of a particular function or activity and 3) grants and contributions that are restricted to meeting the capital
requirements of a particular function or activity. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

The net cost (by function or business-type activity) is normally covered by general revenue (property
taxes, sales taxes, franchise taxes, intergovernmental revenues, interest income, etc.).

Separate fund based financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements. The major governmental fund is the general fund. GASB
Statement No. 34 sets forth minimum criteria (percentage of assets, liabilities, revenues or
expenditures/expenses of either fund category for the governmental and enterprise combined) for the
determination of major funds. The nonmajor funds are combined in a column in the fund financial
statements, if applicable.

The government-wide focus is more on the sustainability of the City as an entity and the change in
aggregate financial position resulting from the activities of the fiscal period. The focus of the fund
financial statements is on the major individual funds of the governmenial and business-type categories.



TOWN OF RANSOM CANYON, TEXAS

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2017

Each presentation provides valuable information that can be analyzed and compared to enhance the
usefuiness of the information.

C. Measurement Focus and Basis of Accounting

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund statements. Revenues are recorded when
carned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenue as soon as all eligibility requirements have been met.

Governmental fund level financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as they
are both measurable and available. Revenues are considered to be available when they are collected within
the current period or soon enough thereafier to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Grant revenues availability period is generally considered to be one year. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded only when the liability has matured and payment is due.

Ad valorem and franchise tax revenues in the General Fund are recognized under the susceptible to accrual
concept. Licenses and permits, charges for services, fines and forfeitures, contributions, and miscellaneous
revenues are recorded as revenues when received in cash as the resulting receivable is immaterial.
Invesiment earnings are recorded as earned since they are measurable and available. In applying the
susceptible to accrual concept to intergovernmental revenues, the legal and contractual requirement of the
numerous individual programs are used as guidance. There are, however, essentially two types of these
revenues. In one, monies must be expended for the specific purpose or project before any amounts will be
paid to the City; therefore, revenues are recognized based upon the expenditures recorded. In the other,
monies are virtually unrestricted as to purpose of expenditure and are usually revocable only for failure to
comply with prescribed compliance requirements. These resources are reflected as revenues at the time of
receipt or earlier if the susceptible to accrual criteria are met.

Business-type activities and all proprietary funds are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities associated with the operation
of these funds are included on the balance sheet. Proprietary fund-type operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in net total position. Proprietary funds distinguish
operating revenues and expenses from non-operating items. Operating revenues and expenses generally
result from providing services and producing and delivering goods in connection with a proprietary fund’s
principal ongoing operations. The principal operating revenues of the City’s proprietary funds are charges
to customer for sales and services. Operating expenses for the enterprise funds include the cost of sales and
services, administrative expense, and depreciation on capital assts. All revenues and expenses not meeting
this definition are reported as non-operating revenues and expenses.

The following major funds are used by the City:
1. Governmental Funds:

-The following is a description of the Governmental Funds of the City:
The following is a description of the Governmental Funds of the City:



TOWN OF RANSOM CANYON, TEXAS

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2017

a. General Fund accounts for several of the City’s primary services (Public Safety, Public
Works, General Administration, etc.) and is the primary operating unit of the City.

b. Debt Service Fund accounts for the resources accumulated and payments made for
principal and interest on long-term debt of the governmental funds, when applicabie.

2. Proprietary Funds:
The following is a description of the major Proprietary Funds of the City:

a. The enterprise fund accounts for the operation of the City’s water and sewer utility and
solid waste pickup. Activities of the fund include administration, operation and
maintenance of the water and sewer system and billing and collection activities. The
Fund also accounts for the accumulation of resources for, and the payment of, long-term
debt principal and interest for revenue bonds and obligations under capital leases when
due throughout the year. All costs are financed through charges made to utility
customers with rates reviewed regularly and adjusted if necessary to ensure integrity of
the Fund.

Additionally, the City reports the following fund types:

e  Fiduciary Trust Fund — Account for the resources legally held in trust or agency capacity for
others and which therefore cannot be used to support the government’s own programs. The
fiduciary fund category includes a pension trust fund and an agency fund to account for
resources held in a purely custodial capacity for individuals or organizations outside the City.

D. Encumbrances

The City does not use an encumbrance system of accounting.

E. Cash, Cash Equivalents and Investments

The City maintains a pooled cash account that is shared by the General Fund and Enterprise Fund. Each
fund’s portion of this pooled cash is allocated through its cash and cash in bank account on the balance
sheet or statement of net position. The funds pool their operating cash for the purpose of cash management
and to increase income through combined invesiment activities. [n addition, non-pooled cash is separately
held and reflected in each fund’s balance sheet when applicable.

The cash and cash equivalents reflected in the statement of cash flows for the Proprietary Funds are made
up of cash on hand, cash in the City’s depository bank, and certificates of deposit. Investments are
considered to be cash equivalents if they are highly liquid with maturities of three months or less. Cash
deposits and investments are reported at carrying amount (cost), which equals fair value, in accordance
with GASB Statement No. 31. At year end September 30, 2017 the City had no investments. The Texas
Public Funds Investment Act governs items such as investment strategies and policies, training for
investment officers, reporting requirements, and types of investments allowed. See Note 2.

F. Prepaid Items

Prepaid balances, when applicable, are for payments made by the City in the current year to provide
services occurring in the subsequent fiscal year.



TOWN OF RANSOM CANYON, TEXAS

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2017

G. Inventories

Inventories in Governmental and Proprietary Funds consist of expendable supplies. These amounts are not
significant and thus no provision has been made for these amounts in the financial statements. Inventory
items are expensed when purchased.

H. Interfund Receivables and Payables

Interfund receivables and payables are eliminated at the end of the fiscal year by reclassifying them as
operating transfers if management does not expect the receiving fund to be able to repay the payable within
a reasonable time. Interfund transfers are made to cover expenditures in funds with inadequate cash
balances to cover the expenses. These transfers are treated as operating transfers and are included in the
results of operations of both Governmental and Proprietary Funds.

I. Capital Assets

Property, plant and equipment purchased or acquired is carried at historical cost or estimated historical cost.
Contributed fixed assets are carried at estimated fair market value on the date donated. Public domain
(infrastructure) fixed assets consisting of roads, streets and sidewalks have been recorded at estimated
historical cost. Repairs and maintenance are recorded as expenses; renewals and betterments are
capitalized.

Assets capitalized have an original cost of $2,500 or more and a life expectancy of over three years.
Depreciation has been calculated on each class of depreciable property using the straight-line method.
Estimated useful lives are as follows:

Buildings and land improvements 10 — 40 years
Streels 30 years
Water and sewer system 0 — 40 years
Machinery and equipment 5~ 10 years

J.  Compensated Absences

Full-time, permanent employees are granted vacation benefits in varying amounts to specified maximums
depending on tenure with the City. The City’s policy allows full time, permanent employees to accumulate
a limited amount of earned but unused vacation leave. Full time, permanent employees are allowed to
accrue up to twenty days of sick leave. It is the City’s policy to not pay employees for unused sick leave
upon separation of service from the City. For the year ended September 30, 2017 compensated absences
relating to vacation and comp time amounted to $5,142.35.

K. Restricted Assets

Certain resources of the enterprise fund have been set aside for construction and repayment of debt and are
classified as restricted on the balance sheet or statement of net position because they are maintained in
separate bank accounts and their use is limited by applicable bond ordinances. The City records these
reserves to indicate that a portion of cash and fund equity is legally segregated for a specific future use. At
September 30, 2017 the proprietary funds had $85,727.43 reserved for debt service. When an expense is
incurred for which both resiricted and unrestricted net position are available it is the City’s policy to first
apply restricted resources to the expense.

L. Reclassifications

Certain reclassifications have been made to fiscal year 2016 amounts to conform to the fiscal year 2017
presentation.



TOWN OF RANSOM CANYON, TEXAS

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2017

M. Bond Essuance and Deferred Debt Expense

Bond and certificate of obligation issuance costs are expensed in the period incurred. The difference
between the reacquisition price and the net carrying value of proprietary refunded debt is capitalized and
amortized over the terms of the respective bonds and certificates of obligation using the straight-line
method.

N. Capitalized Interest

In conformity with Financial Accounting Standards No. 34, “Capitalization of Interest Cost,” the City
capitalized interest costs for business-type activities only, net of related interest earned, from the date of
borrowing until the projects acquired with those funds are ready for their intended use. For the fiscal year
ended September 30, 2017 there were no capitalized interest costs.

O. Use of Estimates

The preparation of financial siatements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

P. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and so will not be recognized as
an outflow of resources (expense/expenditure) until then. The City currently has two items which qualify
for reporting in this category, contributions made to the pension plan in the 2017 calendar year and an
unamortized interest amount which resulted from a bond refunding.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as
an inflow of resources (revenue) until that time. The City currently has only one type of item, which arises
only under a modified accrual basis of accounting that qualifies for reporting in this category. Accordingly,
the item, unavailable revenue, is reported only in the governmental funds balance sheet. The governmental
funds report unavailable revenue from property taxes. These amounts are deferred and recognized as an
inflow of resources in the period when the amounts become available.

Q. Fund Equity

Fund equity at the governmental fund financial reporting level is classified as “fund balance”. Fund equity
for all other reporting is classified as “net position”.

Fund Balance — Generally, fund balance represents the difference between the assets and deferred outflows
of resources and liabilities and deferred inflows of resources under the current financial resources
management focus of accounting. In the fund financial statements, governmental funds report fund balance
classifications that comprise a hierarchy based primarily on the extent to which the City is bound to honor
constraints on the specific purpose for which amounts in those funds can be spent. Fund balances are
classified as follows:
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Nonspendable — Fund balances are reported as nonspendable when amounts cannot be spent because they
are either (a) not in spendable form (i.e., items that are not expected to be converted to cash) or (b) legally
or contractually required to be maintained intact.

Restricted — Fund balances are reported as restricted when there are limitations imposed on their use either
through enabling legislation adopted by the City or through external restrictions imposed by creditors,
grantors, laws or regulations of other governments.

Committed — Fund balances are reported as committed when they can be used only for specific purposes
pursuant to constraints imposed by the City Council. Approval of a resolution after a formal vote of the
City Council is required to establish a commitment of fund balance. Similarly, the City Council may only
modify or rescind the commitment by formal vote and adoption of a subsequent resolution.

Assigned — Fund balances are reported as assigned when amounts are constrained by the City’s intent to be
used for specific purposes, but are neither restricted nor committed. The City Council, through City
Ordinance, has expressly delegated to the City Administrator the authority to assign funds for particular
purposes or through adoption or amendment of the budget as intended for a specific purpose.

Unassigned — Fund balances are reported as unassigned as the residual amount when the balances do not
meet any of the above criterion. The City reporis positive unassigned fund balance only in the general
fund.

Flow Assumptions — When both restricted and unrestricted fund balances are available for use, it is the
City’s policy to use restricted fund balance first, then unrestricted fund balance as needed. For unrestricted
amounts of fund balance, it is the City’s policy to use fund balance in the following order: (1) Committed,
(2) Assigned, (3} Unassigned.

Net Position - Net position represents the difference between assets and deferred outflows of resources and
liabilities and deferred inflows of resources, in reporting which utilizes the economic resources
measurement focus. In the government-wide financial statements, net position is classified in the following
categories:

Net investment in capital assets - This category groups all capital assets, including infrastructure, into one
component of net position. Accumulated depreciation and outstanding balances of debt that are attributable
to the acquisition, construction, or improvement of these assets reduces this category.

Restricted net position - This category represents external restrictions imposed either: 1) by creditors (such
as debt covenants), grantors, contributors, or laws or regulations of other governments or 2) imposed by
law through constitutional provisions or enabling legislation.

Unrestricted net position - This category represents the net position of the City which are not restricted for
any project or other purpose.

Flow Assumptions — The City applies restricted resources first when an expense is incurred for purposes
for which both restricted and unrestricted net position is available.

R. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the Fiduciary Net Position of the
Texas Municipal Retirement System (TMRS) and additions to/deductions from TMRS’s Fiduciary Net
Position have been determined on the same basis as they are reported by TMRS. For this purpose, plan
contributions are recognized in the period that compensation is reported for the employee, which is when
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contributions are legally due. Benefit payments and refunds are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

2. Deposits and Investments

The City's cash and investments can be subject to five types of risk which are examined in more detail as
follows:

CUSTODIAL CREDIT RISK OF BANK DEPOSITS — Custodial credit risk is the risk that in the event of
a bank failure, the City’s deposits may not be returned to it. State statutes require that all deposits in
financial institutions and investments be fully collateralized by U.S. Government obligations or obligations
of the State of Texas and its agencies that have a market value of not less than the deposit amounts. The
City’s deposits were fully insured or collateralized as required by state statutes at September 30, 2017. At
year-end, the carrying amount of the City’s deposits was $1,503,997.99 and the respective bank balances
totaled $1,521,147.07. The City had no investments at September 30, 2017 however from time to time the
City may investment in certificates of deposit. The City’s deposits were covered by Federal Depository
Insurance in the amount of $250,000. The remainder was covered by collateral with a par value of
$2.090,000 and a market value of $2,235,380 at September 30, 2017 held by the bank’s agent and pledged
to the Town of Ransom Canyon in accordance with State law.

CUSTODIAL CREDIT RISK OF INVESTMENTS - Custodial credit risk is the risk that, in the event of
the failure of the counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. This type of credit risk is inapplicable to the City’s
investments because the only investments are certificates of deposit as described above.

INTEREST RATE RISK — Interest rate risk is the risk that changes in interest rates will adversely affect
the fair value of an investment. This type of risk is also inapplicable to the City because the only
investments are certificates of deposit whose value is not dependent upon the rate of interest.

CREDIT RISK ~ Credit risk is defined as the risk that an issuer or other counterparts to an investment in
debt securities will not fulfill its obligation. The City’s investment policy minimizes credit risk by limiting
investments to the safest types of securities.

CONCENTRATION OF CREDIT RISK - Concentration of credit risk is the risk of loss attributed to the
magnitude of the City’s investment in a single issuer. This type of risk is also inapplicable to the City
because the only investments are certificates of deposit.

FOREIGN CURRENCY RISK - Foreign currency risk is the risk that changes in foreign exchange rates
will adversely affect the fair value of an invesiment or a deposit. The City’s policy is not to invest in
foreign currencies which rules out any exposure to foreign currency risk.

Investments - Texas statutes authorize the types of investments allowable by the City. The City is
authorized to invest in U.S. Government obligations and its agencies or instrumentalities, fully
collateralized certificates of deposit, repurchase agreements, commercial paper, and direct obligations of
cities within the State of Texas. The City is also authorized to invest in direct obligations of the State of
Texas or its agencies, obligations of states, agencies, counties, and other political subdivisions, reverse
repurchase agreements, prime domestic bankers’ acceptances, money market funds, and government pools.

The City from time to time invests in certificates of deposit however at September 30, 2017 the City had no
investments in certificates of deposit. The City pools cash resources of its various funds in order to
facilitate the management of cash. The balance in the pooled cash account is available to meet current
operating requirements.
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3. Debt and Interest Expense
At September 30, 2017 debt outstanding consisted of the following individual issues:

Series 2010 General Obligation Refunding Bonds issued at an interest rate of 3.03%. Principal is due in
annual payments on February 15 and interest is due in semi-annual payments on February 15 and August
15. The balance at September 30, 2017 was $385,000 of which $90,000 is due within one year.

For the year ended September 30, 2017 the City paid interest in the amount of §13,029.00 with the accrual
basis interest expense being $14,539.92.

General Obligation Refunding Bonds

The General Obligation Refunding Bonds are direct obligations issued on a pledge of the general taxing
power and the revenues of the Enterprise Fund for the payment of the debt obligations of the City. These
Bonds require the City to compute, at the time other taxes are levied, the rate of tax required to provide (in
each year certificates of obligation are outstanding) funds to pay interest and principal at maturity for any
amounts not paid from the revenues of the Enterprise Fund. These Bonds are secured both by a pledge of
ad valorem taxes levied on all taxable property within the City and by a lien on and pledge of revenues to
be generated by the Enterprise Fund.

Changes in Qutstanding Debt

Transactions for the year ended September 30, 2017 are summarized as follows:

Amount
Balance Balance Due Within
10/1/2016 Additions Retirements 9/30/2017 One Year
Business-type Activities
General Obligation Refunding Bonds  $ 475,000,000 § - $  (90,000.00) $ 385,000.00 $ 90,000.00
Total Business-type Activities § 475,000.00 $§ - $ (90,000.00) $ 385,000.00 $ 90,000.00

Annual Requirements to Retire Debt Obligations

The annual aggregate maturities of the City's debt for the years subsequent to September 30, 2017 are as
follows:

Year Ending

September 30 Principal Interest Total
2018 S 90,000.00 § 10,302.00 $ 100,302.00
2019 95,000.00 7,499.25 102,499.25
2020 100,000,00 4,545.00 104,545.00
2021 100,000.00 1,515.00 101,515.00

$ 38500000 $ 23,861.25 $ 408,861.25

4, Deferred Compensation Plan

At one time the City offered its employees a deferred compensation plan created in accordance with
Internal Revenue Code (IRC) Section 457. The plan permitted City employees to defer a portion of their
salary until future years. The City placed the deferred compensation plan assets into trust for the exclusive
benefit of plan participants and beneficiaries in accordance with Governmental Accounting Standards
Board (GASB) Statement No. 32, Accounting and Financial Reporting for Internal Revenue Code Section
457 Deferred Compensation Plans. ‘This plan is no longer offered by the City. The City has no
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administrative invelvement and does not perform the investing function for the plan. At September 30,
2017 the value of the investments in the plan was $67,704.34 as presented by the plan administrator.

5. Interfund Transfers

The purpose of these interfund transfers is to fund routine government operations. Interfund transfers
during the year ended September 30, 2017 were as follows:

Operating Operating
Fund Transfers In Transfers Out
General Fund $ 325,00000 %
Enterprise Fund 325,000.00

$ 32500000 3 325,000.00

6. Accounts Receivable and Due From Other Governments

Accounts receivable for the City’s governmental and business-type activities, including the applicable
allowance for uncollectible accounts at September 30, 2017 are as follows:

Accounis Allowance For
Receivable Uncollectible Total
Governmental activities:
General Fund:
Property taxes ) 5,032.81 % - 3 5,032.81
Franchise fees 1,514,12 1,514.12
Other governments 762.54 - 762.54
Total Governmental activities 7,309.47 - 7,309.47
Business-type activities:
Water, sewer and sanitation customers 122,750.72 (15,601.19) 107,149.53
Total Business-type activities 122,750.72 (15,601.19) 107,149.53
Total accounts receivable $ 130,060.19 § (15,601.19) § 114,459.00

7. Defined Benefit Pension Plans

Plan Description

The Town of Ransom Canyon participates as one of 872 plans in the nontraditional, joint contributory,
hybrid defined benefit pension plan administered by the Texas Municipal Retirement System (TMRS).
TMRS is an agency created by the State of Texas and administered in accordance with the TMRS Act,
Subtitle G, Title 8 Texas Government Code (the TMRS Act) as an agent multiple-employer retirement
system for municipal employees in the State of Texas. The TMRS Act places the general administration
and management of the System with a six-member Board of Trustees. Although the Govemor, with the
advice and consent of the Senate, appoints the Board, TMRS is not fiscally dependent on the Siate of
Texas. TMRS's defined benefit pension plan is a tax qualified plan under Section 401(a) of the Internal
Revenue Code. TMRS issues a publically available comprehensive annual financial report (CAFR) that
can obtained at wnww. fmirs. com.

All eligible employees (full-time and employees who work in excess of 1,000 hours per year) of the City
are required to participate in TMRS.
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Benefits Provided

TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the governing
body of the city, within the options available in the governing state statutes governing TMRS.

At retirement, the benefit is calculated as if the sum of the employee’s contributions with interest and the
city-financed monetary credits with interest were used to purchase an annuity. Members may choose to
receive their retirement benefit in one of seven payment options. Members may also choose to receive a
portion of their benefit as a partial lump sum distribution (PLSD) in an amount equal to 12, 24, or 36
monthly payments which cannot exceed 75% of the total member deposits and interest.

Plan Year 2016 Plan Year 2017

Employee deposit rate 6.0% 6.0%
Matching ratio (City to employee) 1.5t0 1 1.5t01
Years required for vesting 5 5
Service retirement cligibility
(expressed as age / years of service) 6075, 0/20 6075, 0/20
Updated Service Credit 100% Repeating, 100% Repeating,
Transfers Transfers
Annuity Increase (to retirees) 0% of CPI 0% of CPI

Employees covered by benefit terms

At the December 31, 2015 and 2016 valuation and measurement dates, the following employees were
covered by the benefit terms:

12/31/2015 12/31/2016

Inactive employees or beneficiaries currently receiving benefits 2 2
Inactive employees entitled to but not yet receiving benefits 1 2
Active employees 11 11
Total 14 15

Contributions

The contribution rates for employees in TMRS are either 5%, 6% or 7% of employee gross earnings, and
the city matching percentages are either 100%, 150% or 200%, both as adopted by the governing body of
the city. Under state law governing TMRS, the contribution rate for each city is determined annually by
the actuary, using the Entry Age Normal (EAN) actuarial cost method. The actuarially determined rate is
the estimated amount necessary to finance the cost of benefits earned by employees during the year, with
an additional amount to finance any unfunded accrued liability.

Employees for the Town of Ransom Canyon were required to contribute 6% of their annual gross carnings
during the fiscal year. The contribution rates for the Town of Ransom Canyon were 14.60% and 15.54% in
calendar years 2016 and 2017, respectively. The City’s contributions to TMRS for the year ended
September 30, 2017 were $83,265.20, and were equal to the required contributions.

Net Pension Liability

The City's Net Pension Liability (NPL) was measured as of December 31, 2016, and the Total Pension
Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of
that date.
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Actuarial assumptions:

The Total Pension Liability in the December 31, 2016 actuarial valuations was determined using the
following actuaria] assumptions:

Inflation 2.5% per year
Overall payroll growth 3.0% per year
Investment Rate of Return 6.75% net of pension plan investment expense, inciuding inflation

Salary increases were based on a service-related table. Mortality rates for active members, retirees, and
beneficiaries were based on the gender-distinct RP2000 Combined Healthy Mortality Table, with male
rates multiplied by 109% and female rates multiplied by 103%.

For Cities with fewer than twenty employees, more conservative methods and assumptions are used. First,
lower termination rates are used for smaller cities, with maximum multipliers of 75% for employers with
less than 6 members, 85% for employers with 6 to 10 members, 100% for employers with 11 to 15
members, and 115% for employers with less than 100 members. There is also a load on the life expectancy
for employers with less than 15 active members. The life expectancy will be loaded by decreasing the
mortality rates by 1% for every active member less than 15. For example, an employer with 5 active
members will have the baseline mortality tables multiplied by 90% (10 active members times 1%). For
underfunded plans, the maximum amortization period for amortizing gains and losses is decreased from
current levels by 1 year for each active member less than the 20 member threshold. For example, an
employer with 8 active members and a current maximum amortization period of 25 will use (25-(20-8)) =
13 year amortization period for the gain or loss in that year's valuation. Under this policy, the lowest
amortization period will be 25-(20-1) = 6 years. Once the plan is overfunded, the amortization period will
revert back to the standard 25 years.

The rates are projected on a fully generational basis by scale BB to account for future mortality
improvements. For disabled annuitants, the gender-distinct RP2000 Combined Healthy Mortality Tables
with Biue Collar Adjustment are used with male rates multiplied by 109% and female rates multiplied by
103% with a 3-year set-forward for both males and females. In addition, a 3% minimum mortality rate is
applied to refiect the impairment for younger members who become disabled. The rates are projected on a
fully generational basis by scale BB to account for future mortality improvements subject to the 3% floor.

Actuarial assumptions used in the December 31, 2016, valuation were based on the results of actuarial
experience studies. The experience study in TMRS was for the period December 31, 2010 through
December 31, 2014. Healthy post-retirement mortality rates and annuity purchase rates were updated
based on a Mortality Experience Investigation Study covering 2009 through 2011, and dated December 31,
2013. These assumptions were first used in the December 31, 2013 valuation, along with a change to the
Entry Age Normal (EAN) actuarial cost method. Assumptions are reviewed annually. Plan assets are
managed on a total return basis with an emphasis on both capital appreciation as well as the production of
income, in order to satisfy the short-term and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation. In determining their best
estimate of a recommended investment return assumption under the various alternative asset allocation
portfolios, GRS focused on the area between (1) arithmetic mean (aggressive) without an adjustment for
time (conservative) and (2) the geometric mean (conservative) with an adjustment for time (aggressive).
The target allocation and best estimates of real rates of return for each major asset class are summarized in
the following table:
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Long-Term Expected

Target Real Rate of Return
Asset Class Allocation (Arithmetic)
Domestic Equity 17.50% 4.55%
International Equity 17.50% 6.35%
Core Fixed Income 10.00% 1.00%
Non-Core Fixed Income 20.00% 4.15%
Real Return 10.00% 4,15%
Real Estate 10.00% 4.75%
Absolute Return 10.00% 4.00%
Private Equity 5.00% 7.75%
Total 100.00%

Discount Rate

The discount rate used to measure the Total Pension Liability was 6.75%. The projection of cash flows
used to determine the discount rate assumed that employee and employer contributions will be made at the
rates specified in statute. Based on that assumption, the pension plan’s Fiduciary Net Position was
projected to be available to make all projected future benefit payments of current active and inactive
employees. Therefore, the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the Total Pension Liability.

Change in the Net Pension Liability

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability

(a) B (a)-(b}
Balance at 12/31/15 $ 1,625,614 $ 916,180 $ 709,434
Changes for the year:
Service cost 58,412 58412
Interest 110,872 110,872
Change of benefit ferms
Difference between expected and actual experience 10,383 10,383
Changes of assumptions -
Contributions - employer 75,041 (75,041)
Contributions - employee 31,264 (31,264)
Net investment income 62,002 (62,002)
Benefit payments, including refunds of employee contributions (24,547) (24,547) -
Administrative expense (699) 699
Other changes (38) 38
Net changes 155.120 143,023 12,097
Balance at 12/31/16 $ 1,780,734 § 1059203 § 721,551

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net position liability of the City, calculated using the discount rate of 6.75%, as
well as what the City’s net pension liability would be if it were calculated using a discount rate that is 1-
percentage-point lower (5.75%) or 1-percentage-point higher (7.75%) than the current rate:
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1% Decrease in ~ Current Single 1% Increase in
Discount Rate  Rate Assumption  Discount Rate
{5.75%) {6.75%) (7.75%)
City's net pension liability  § 954,355 § 721,531 § 526,029

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-issued
TMRS financial report. That report may be obtained on the Internet at wivw. tnis. com.

Pension Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources Related to

Pensions
For the year ended September 30, 2017, the city recognized pension expense of $92,786.

At September 30, 2017, the city reported deferred outflows of resources and deferred inflows of resources
related 10 pensions from the following sources:

Deferred Qutflows Deferred Inflows of

of Resources Resources

Differences between expected and actual

economic experience $ (19,089.00) §

Changes in actuarial assumptions 36,405.00

Difference between projected and actual

investment earnings 38,066.00

Contributions subsequent to the measure

date December 31, 2016 61,085.45

Total $ 116,467.45 §$ -

$61,085.45 reported as deferred outflows of resources related to pensions resulting from contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability for the
year ending September 30, 2017. Other amounts reported as deferred outflows and inflows of resources
related to pensions will be recognized in pension expense as follows:

Year ended Dec 31:

2017 $ 15,871.00

2018 15,869.00

2019 14,020.00

2020 2,522.00

2021 2,554.00
Thereafter 4,546.00
Total $ 55,382.00

8. Supplemental Death Benefit Plan

The City also participates in the cost sharing multiple-employer defined benefit group-term life insurance
plan operated by the Texas Municipal Retirement System (TMRS) known as the Supplemental Death
Benefits Fund (SDBF). The City elected by ordinance to provide group-term life insurance coverage to
both current and retired employees. Although it has no plans to do so, the City may terminate coverage
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under and discontinue participation in the SDBF by adopting an ordinance before November | of any year
to be effective the following January 1.

The death benefit for active employees provides a lump-sum payment approximately equal to the
employee's annual salary (calculated based on the employee’s actual earnings for the 12-month period
preceding the month of death); retired employees are insured for $7,500; this coverage is an “other
postemployment benefit”, or OPEB.

The following summarizes the SDBF coverage provided by the City for the prior two years:

Plan Year 20i6 Plan Year 2017
Active employees (yes or no) Yes Yes

Retirees (yes or no) Yes Yes

The City contributes to the SDBF at a contractually required rate as determined by an annual actuariat
valuation. The rate is equal to the cost of providing one-year term life insurance. The funding policy for
the SDBF program is to assure that adequate resources are available to meet all death benefit payments for
the upcoming year; the intent is not to pre-fund retiree term life insurance during employees’ entire careers.

Contributions are made monthly to the SDBF based on the covered payroll of the City. The contributions
to the TMRS SDBF during the years ended September 30, 2017, 2016 and 2015 were $1,129.16, $1,010.56
and $904.74, respectively, which equaled the required contributions for each period. The rate was 0.20%
for October through December 2016 and 0.21% for January through September 2017 of the covered payroll
for the period covered by this report. The City has two retirecs since adoption of the plan; any
contributions made for retirces which would be considered an other post-employment benefit are
insignificant.

Schedule of Contribution Rates
(RETIREE - only portion of the rate)

Annual Actual
Required  Contribution Percentage
Plan Year Contribution Made of ARC
Ending Rate Rate Contributed
2014 0.00% 0.00% 100%
2015 0.01% 0.01% 100%
2016 0.01% 0.01% 100%

9. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The City participates in a public entity
risk pool managed by the Texas Municipal League whereby the risk is pooled with other entities.
Participation in this pool allows the City to share liability, crime, motor vehicle and property damage risks.
The Intergovernmental Risk Pool (the Pool) allows the City to manage risk by purchasing property,
liability, and workers compensation insurance through the Texas Municipal League. The Pool provides
property, liability and workers’ compensation coverage for certain govermental entities of the State of
Texas. Member entities include municipalities, housing authorities, councils of governments, hospital
districts, water districts and tax appraisal districts. The Pool consists of five separate funds: the Workers’
Compensation Fund, the Liability Fund, the Property Fund, the Reinsurance Fund and the Stability Fund.
The financial results of these coverages are accounted for in separate funds by the Pool.
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The Texas Workers’ Compensation Fund Joint Insurance Fund (the Workers’ Compensation Fund)
provides coverage that conforms to the workers’ compensation law of Texas. As part of the coverage, the
Pool provides risk management services with emphasis on loss control.

The City purchased $1,000,000 liability coverage and approximately $3,429,669 property coverage. For
insured programs there have been no significant reductions in insurance coverage. Settlement amounts
have not exceeded insurance coverage for the current year or the three preceding years.

The premiums paid for Workers' Compensation Coverage are based on estimated payroll amounts and are
subject to fluctuations based upon an audit of payroll costs by the insurer. Any increase or decrease is not
expected to be material to the financial statements.

10. Property Tax

Property taxes are levied each October | on the assessed (appraised) value listed as of the prior January |
for all rea! and business personal property located in the City. Taxable assessed value represents the
appraisal value less applicable exemptions authorized by law. In Texas, central appraisal districts are
required under the Property Tax Code to access all property within the appraisal district on the basis of
100% of its market value and are prohibited from applying any assessment ratios. The value of property
within the appraisal district must be reviewed every three years. The City may challenge appraised values
established by the appraisal district through various appeals, and, if necessary, legal action. The Lubbock
Central Appraisal District establishes appraised values at 100% of estimated fair market value and collects
property taxes for the City. The 2016 certified tax roll for the City was $125,444,790.

Taxes are due on October | immediately following the levy date and are delinquent after the following
January 31. Tax liens are automatic on January 1 of each year. The tax lien is part of a lawsuit for property
that can be filed any time after taxes become delinquent (February 1). The 2016 tax rate was $0.65929 per
$100 valuation. The tax rate was allocated $0.57702 for maintenance and operations and $0.08227 for
principal and interest on debt. Current tax collections for the year ended September 30, 2017 were 99.53%
of the tax levy.

In the governmental fund financial statements, property taxes are recorded as receivables and deferred
revenues at the time the tax levy is billed. Revenues are recognized as the related ad valorem taxes are
collected.  Additional amounts estimated to be collectible in time to be a resource for payment of
obligations incurred during the fiscal year and therefore susceptible to accrual in accordance with generally
accepted accounting principles have been recognized as revenue,

11, Leases and Leasc Purchase Agreements

The City currently leases office equipment under certain operating type leases. These leases are annual
leases and expire after 12 months. Rental payments under these operating leases totaled $4,345.02 for the
year ended September 30, 2017,

12, Contingent Liabilities

The City participates in certain federal and state assisted grant programs. These programs are subject to
program compliance audits by the grantors or their representatives. Any liability for reimbursement, which
may arise as the result of these audits, is not believed to be significant.

From time to time the City is party to various legal proceedings which normally occur in governmental
operations. Although the outcome of these lawsuits is not presently determinable, in the opinien of City
management, after consultation with legal counsel, these legal proceedings are not likely to have a
significant adverse impact on the affected funds of the City.
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13. Capital Assets

Capital asset activity for the year ended September 30, 2017 was as follows:

Governmental activities:

Capital assets, not being depreciated
Land

Construction in progress

Total capital assets, not being
depreciated

Capital assets, being depreciated
Buildings

Streets and infrastructure
Improvements

Vehicles

Equipment

Total capital assets, being depreciated

Less accumulated depreciation for:
Buildings

Streets and infrastructure
Improvements

Vehicles

Equipment

Total accumulated depreciation

Total capital assets being depreciated,
net

Governmental activities capital assets,
net

Business-type activities:
Capital assets, being depreciated
Water and sewer system

Buildings
Furniture
Total capital assets, being depreciated

Less accumulated depreciation for:
Water and sewer system

Buildings
Furniture
Total accumulated depreciation

Balance Transfers and Transfers and Balance

10/1/2016 Additions Retirements 9/30/2017
$ 46,230.00 § 5 k) 46,230.00

46,982.65 - (46,982.65) -
93,212.65 - (46,982.65) 46,230.00
315,849.92 306,800.46 622,650.38
2,908,921.20 2,908,921.20
744,884.34 744,884.34
688,565.29 58,776.48 747,341.77
396,741.13 23,039.34 419,780.47
5,054,961.88 388,616.28 - 5,443,578.16
117,661.49 10,772.08 128,433.57
2,176,622.00 56,773.19 2,233,395.19
514,183.50 39,622.92 553,806.42
584,567.62 46,834.35 631,401.97
358,908.24 12,669.53 371,571.77
3,751,942 .85 166,672.07 - 3,918,614.92
1,303,019.03 221,944.21 - 1,524,963.24
$ 1,396,231.68 221,94421 8§  (46,982.65) § 1,571,193.24
$ 4,715,358.85 - b - $ 4,715,358.85
- 306,800.47 306,800.47
- 23,039.33 23,039.33
4,715,358.85 329,839.80 - 5,045,198.65
2,830,984.65 128,527.57 2,959,512.22
2,830,984.65 128,527.57 - 2,959,512.22
% - $ 2,085,686.43

Business-type activities capital assets, net § 1 884,374.20 § 201,312.23
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Depreciation expense was charged to functions/programs of the primary government as follows:

Govemmental activities:

General government b 14,618.55
Public safety - police department 32,097.60
Public safety - fire department 24,110.47
Public works - street department 92,634.70
Emergency operations 2,480.90
Library 729.85
Total depreciation expense - governmental activities $ 166,672.07

Business-type activities:

Water and sewer system $ 128,527.57
Total depreciation expense -- business-type activities $ 128,527.57

14. Individual Fund Disclosures

The water and sewer system of the City services approximately 568 properties. During the year ended
September 30, 2017 the City sold approximately 66,872,000 gallons of water.

The City provides solid waste pickup and mosquito spraying services for its citizens with revenues and
expenses recorded in the enterprise fund. The City contracts with a private company for waste collection
and disposal. This waste is disposed of at the City of Lubbock’s regional landfill or a landfill owned by a
private company where the City is charged a fee based on weight to dispose of its waste. These fees will
cover the City's share of any post-closure expenses and thus no provision is made in the financial
statements for future costs associated with the landfill. Mosquito spraying is done on an as needed basis.
Citizens are charged a monthly fee to cover the costs of these services.

15. Debt Refunding

The City issued the Series 2010 General Obligation Refunding Bonds on November 18, 2010 for $980,000.
The proceeds were used to retire the Series 2001 Certificates of Obligation and to pay for the issuance costs
of the Series 2010 General Obligation Refunding Bonds. These refunding bonds were issued to reduce the
total debt service over the next 10 years by approximately $70,000. This results in a net present value
benefit (difference between the present value of the debt service payment on the old and the new debt) of
$57,106.66.

16. Budget

The City’s budget contained expenditures in excess of revenues for the year ended September 30, 2017. A
significant portion of the excess could be attributed to capital expenditures for a new City Hall facility. The
excess expenditures are covered by drawing on reserves saved for this new facility and transfers from the
enterprise fund. The City Council also approved any expenditures in excess of budgeted amounts for each
account on the books.

17. Subsequent Events
Management has performed an analysis of the activities and transactions subsequent to September 30, 2017
to determine the need for any adjustments to and/or disclosures within the audited financial statements for

the year ended September 30, 2017. Management has performed their analysis through November 24,
2017, the date the financial statements were available for issuance.
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Revenues

Property taxes
Penalties and Interest
Permits
Franchise fees
Library revenue
R V storage revenue
Municipal court revenue
Tax cerlificates
Interest revenue
Sales tax revenue
Grani revenue
Miscellansous

Total Revenues

Expenditures
Current;
General government
Operations
City court
Public safety - police department
Public safety - fire department
Public works - sireet department
Library
Emergency operations
Capital outlay
Total Expenditures
Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources {Uses)
Note proceeds
Transfers in

Total Other Financing Sources and Uses

Nel Change in Fund Balance
Fund Balance, October 1

Fund Balance, September 30

The accompanying notes are an integral part of these financial siatements.

TOWN OF RANSOM CANYON, TEXAS
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Budgeted Amounts Actual Amounts
Variance With
Adjustmenis Actual on Final Budget
fo Budgetary Budgetary Positive
Original Final Actual Basls Total {Negative}
$ £87,000.00 $ 68700000 § 722,299.05 § 722,298.05 $ 35299.05
3,000.00 3,000.00 4,056.30 4,056,320 1,056.30
5,000.00 5,000.00 10,482.50 10,462.50 5,482.50
25,200.00 25,200.00 26,327.27 26,327.27 1,127.27
8,000.00 8,000.00 7.990.00 7,990.00 (10.00)
12,400.00 12,400.00 17.088 34 17,088.34 4,686.34
500.00 500.00 1,967.10 1,967.10 1,467.10
100.00 100.00 564.00 564.00 464.00
2,500.00 2,500.00 251967 2,519.67 19.67
8.000.00 8,000.00 10,679.09 10,679.09 2,679.09
10.000.00 10,000.00 10,000 Q0 -
6,280.00 6,280.00 _ 1564395 15,643 85 9,263.95
757,980.00 767.980.00 829,617 27 - 829,617.27 61,637.27
347,495.00 361,788.00 340,808.34 340,808.34 20,879.66
190,588.00 191,877.00 167,160.38 167,160.38 24,716 .62
5,600.00 5,600.00 3,395.67 3,395.67 2,204.33
273,762.00 277,646.00 267,083.91 267,083.91 10,562.08
47.17500 57,562.00 72,858.85 72,858.85 (15,296.85)
97.525.00 97,525.00 83,160.89 83,160.89 14,364.11
27,655.00 29,189.00 29,202.57 29,202.57 {13.57)
3,000.00 3,00000 2,151.93 2,151.93 848.07
399,500.00 409,500 .00 341.633.63 341,633.63 67,866.37
1,392,300.00  1,433,687.00 1,307,456.17 - 1,307,456.17 126,230.83
(634,320.00) (665,707.00) (477,838.80) - (477,838.90) 187,868.10
325,000.00 325,000.00 - - (325,000.00)
524,473.00 524,473.00 325,000.00 - 325,000.00 (199,473.00)
849,473.00 849,473.00 325,000.00 325,000.00 (524,473.00}
215,153.00 183,766.00 (152,838.90) - (152,838.90)  (336,604.90)
243,962.05 243,962.05 243,962.05 243,962.05
$ 450,115605 5 427.,728.05 $ 91.123.156 § - $ 91,123.15 § (336,604.90)

42



TOWN OF RANSOM CANYON, TEXAS
Schedule of Changes in Net Pension Liability and Related Ratios

{unaudited)

Total Pension Liability

Service cost

Interest (on the Total Pension Liability)

Changes of benefit terms

Difference between expected and actual experience

Change of assumptions

Benefit payments, including refunds of employee contributions
Net Change in Total Pension Liability

Total Pension Liability - Beginning

Total Pension Liability - Ending (a)

Plan Fiduciary Net Position

Contributions - employer

Contributions - employee

Net investment income

Benefit payments, including refunds of employee contributions
Administrative expense

Other

Net Change in Plan Fiduciary Net Position

Plan Fiduciary Net Position - Beginning

Plan Fiduciary Net Position - Ending (b)

Net Pension Liability - Ending (a) -(b)

Plan Fiduciary Net Position as a Percentage
of Total Pension Liability

Covered Employee Payroll

Net Pension Liability as a Percentage
of Covered Employee Payroll

Calendar Year

2014 2015 2016
$ 51485 $ 52228 $ 58412
95,992 104,470 110,872
{4,679) (32,917) 10,383

- 47 799 -
(19,564) {24,547) (24,547)
123,234 147,033 155,120
1,355,347 1,478,581 1,625,614
$ 1,478,581 § 1625614 $ 1,780,734
$ 64870 $ 71479 $ 75041
28,981 29,703 31,264
41,427 1,239 62,002
(18,564) (24,547} (24,547}
(432) {754) (699)
(36) {37 (38)
115,246 77,083 143,023
723,851 839,097 916,180
$ 839,097 $ 916,180 § 1,059,203
$ 639484 $ 709,434 § 72153
56.75% 56.36% 58.48%
$ 483020 $ 495055 $ 521,071
132.39% 143.30% 138.47%

The accompanying notes are an integral part of these financial statements.
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Schedule of Contributions

(unaudited)

Actuarially Determined Contribution

Contributions in relation to the actuarially
determined contribution

Contribution deficiency (excess)

Covered employee payroll

Contributions as a percentage of covered

employee payroll

Fiscal Year End
9/30/2015 9/30/2016 9/30/2017

$ 7033927 § 7380264 $ 82,136.04

70,339.27 73,802.64 82,136.04

3 - § - 3 )

$ 490,102.60 $ 512,101.94 $ 544,652.06

14.35% 14.41% 15.08%

The accompanying notes are an integral part of these financial statements.
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TOWN OF RANSOM CANYON, TEXAS

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2017

Budgetary Caontrol - Policy and Practice

The City operates on a twelve-month fiscal year which begins on October 1. The City Administrator
prepares the budget under the supervision of the Mayor and the City Council. The Mayor is the budget
officer and submits a budget of estimated revenues and expenditures to the City Council. Upon receipt of
the budget estimates the City Council holds a budget workshop and a public budget hearing. Prior to
October 1, the budget is legally enacted through approval by the City Council. Once approved, the Council
may amend the legally adopted budget by a majority vote when unexpected modifications are required in
estimated revenues and appropriations. In addition to the legally adopted budget the Council approves
payment of expenditures at each monthly Council meeting. Unused appropriations for all annually
budgeted funds lapse at the end of the fiscal year. Budgets are prepared on the modified accrual basis and
include debt principal retirements and capital outlays as expenses. Additionally, the Enterprise Fund does
not include depreciation as a budgetary expense.

Each fund’s appropriated budget is prepared on a detailed line item basis. Revenues are budgeted by
source. Expenditures of governmental funds and proprietary funds are also budgeted on a detailed line item
basis. Management may at its discretion transfer appropriations between line item amounts so long as the
total budgeted appropriation is not changed. The total budget constitutes the legal level of control.
Expenditures may not exceed appropriations at the total levels. Budget revisions at this level are subject to
final review by the City Council.

The City prepares its budget on a government wide basis; that is the funds are not separated and budgeted
individually. The budget for the year ended September 30, 2017 provided for expenditures that exceeded
revenues by $660,771.

The Budgetary Comparison Schedule, included in the required supplementary information presents a
comparison of budgetary data to actual results of operations for the General Fund, for which an annual
operating budget is legally adopted. This fund utilizes the same basis of accounting for both budgetary
purposes and actual results.
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Schedule of Contributions

Valuation Date:
Notes Actuarially determined contribution rates are calculated as of December 31
and become effective in January 13 months later.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period 20 years

Asset Valuation Method 10 year smoothed market; 15% soft corridor

Inflation 2.5%

Salary Increases 3.50% to 10.50% including inflation

Investment Rate of Return 6.75%

Retirement Age Experience-based table of rates that are specific to the City's plan of benefits.

Last updated for the 2015 valuation pursuant to an experience study of the
period 2010-2014

Mortality RP2000 Combined Mortality Table with Blue Collar Adjustment with male
rates multiplied by 109% and female rates multiplied by 103% and projected
on a fully generational basis with scale BB

Other Information:
Notes There were no benefit changes during the year.
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