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INDEPENDENT AUDITOR'S REPORT

To the City Council
City of Crandall, Texas

We have audited the accompanying financial statements of governmental activities, the
business-type activities, the discretely presented component unit and each major fund of
the City of Crandall, Texas (“City”), as of and for the year ended September 30, 20086,
which collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City's management.
Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the govemmental activities, the business-type

- activities, the discretely presented component unit and each major fund of the City of

Crandall, Texas, as of September 30, 2006, and the respective changes in financial
position and cash flows, where applicable, thereof and the respective budgetary
comparison for the General Fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The management’s discussion and analysis on pages 3 through 10 and the budget
comparison schedule on pages 45 through 46 are not a required part of the basic
financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. However,
we did not audit the information and express no opinion on it.

611 SOUTH CLAY + P.O. BOX 1087 + ENNIS, TEXAS 75120
972-878-2611 =« (FAX) 972-878-0580 « www.wywcpa.com



City Council
Page Two

Our audit was conducted for the purpose of forming an opinion on the financial
statements that collectively comprise the City's basic financial statements. The
introductory section, supplementary individual fund financial schedules and
supplementary financial data are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The supplementary individual fund
financial schedules and the supplementary financial data have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory section has not been subjected to the
auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on it.

(S Hocsppsn, A Lo, AL
Witherspoon, Yeldell & Wilson, P.C.
Certified Public Accountants

January 10, 2007



CITY OF CRANDALL, TEXAS
110 S. Main Street ¢ P.O. Box 277 ¢ Crandall, Texas 75114 ¢ 972.427.3771 ¢ Fax
972.472.6601

MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the City of Crandall, 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, 2006.

FINANCIAL HIGHLIGHTS

e The assets of the City exceeded its liabilities at the close of the most recent
fiscal year by $2,221,228 (net assets). Of this amount, $500,963 (unrestricted
net assets) may be used to meet the government's ongoing obligations to
citizens and creditors.

e The City’s total net assets increased by $233,060.

¢ As of the close of the current fiscal year, the City's governmental funds reported
. ending fund balance of $295,951. Over 92% of this total amount, $272,221 is
unreserved and available for use within the City’s designation and policies.

e At the end of the current fiscal year, unreserved fund balance for the general
fund was $272,221 or 18% of the total general fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’'s basic
financial statements. The City's basic financial statements are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements and
3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide Financial Statements. The government-wide financial statements
are designed to provide readers with a broad overview of the City's finances, in a
manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the City’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the City is improving or deteriorating.



The Statement of Activities presents information showing how the City's net assets
changed during the most recent fiscal year. All changes in net assets are reported when
the underlying event giving rise to the change occurs, regardless of the timing of related
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 unused compensated absences).

Both of the government-wide financial statements distinguish functions of the City that
are principally supported by taxes and intergovernmental revenues (governmental
activities) from functions that are intended to recover all or a significant portion of their
costs through user fees and charges (business-type activities). The governmental
activities of the City include city hall, streets and parks, mechanical shop, code
enforcement, police department, fire department, and municipal court. The business-
type activities of the City include utility and golf course operations.

The government-wide financial statements include not only the City itself (known as the
primary government), but also a legally separate economic development corporation for
which the City is financially accountable. Financial information for this component unit is
reported separately from the financial information presented for the primary government
itself. Separate financial statements for the component unit are not issued.

The government-wide financial statements can be found on pages 11-12 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the
funds of the City can be divided into two categories- governmental funds and proprietary
funds.

Governmental Funds. Governmental funds are used to account for essentially the
same functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on current sources and uses of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluatihng a government's near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statements of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.



The City maintains one individual governmental fund. Information is presented
separately in the Governmental Fund Balance Sheet and in the Governmental Fund
Statement of Revenues, Expenditures and Changes in Fund Balance for the general
fund, which is considered to be major a fund.

The City adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate
compliance with this budget.

The basic governmental fund financial statements can be found on pages 13-15 of this
report.

Proprietary Funds. The City maintains one type of proprietary fund. The enterprise
fund is used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its
utility and golf course operations.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide
separate information for the Utility and Golf Course funds since they are considered to
be major funds of the City.

The basic proprietary fund financial statements can be found on pages 16-18 of this
report.

Notes to the Financial Statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the financial statements can be found on pages 19-44
of this report.

Other Information. In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information concerning
the City's General fund Budget Comparison Schedule. Required supplementary
information can be found on pages 45-46 of this report.

The combining and individual statements referred to earlier in connection with non-major
governmental funds are presented immediately following the required supplementary
information. Combining and individual statements can be found on pages 47-55 of this
report.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government's
financial position. In the case of the City, assets exceeded liabilities by $2,221,228 as of
September 30, 2006.

A large portion of the City’s net assets (62%) reflects its investments in capital assets
(e.g., land, buildings, improvements, machinery and equipment and construction in
progress), less any debt used to acquire those assets that is still outstanding. The City
uses these capital assets to provide service 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 {o repay this
debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.

CITY OF CRANDALL'S NET ASSETS

Governmental Activities Business-Type Activities Total
2006 2005 2006 2005 2006 2005
Current and other assets $ 974372 $ 500,711 $ 3,072,800 $ 4,396,000 $ 4,047,262 $ 4,896,711
Capital assets 492,924 498,950 7,864,514 6,617,372 8,357,438 7,116,322
Total assets 1,467,296 999,661 10,937,404 11,013,372 12,404,700 12,013,033
Long term liabilities 193,195 187,232 8,869,570 9,413,508 9,062,765 9,600,740
Other liabilities 631,709 108,672 488,998 315,453 1,120,707 424,125
Total liabilities 824,904 295,904 9,358,568 9,728,961 10,183,472 10,024,865
Net assets:
Invested in capital assets,
net of related debt 310,651 319,053 1,068,685 763,554 1,379,336 1,082,607
Restricted 23,730 18,909 317,199 281,495 340,929 300,404
Unrestricted 308,011 365,795 192,952 239,362 500,963 605,157
Total net assets $ 642392 $ 703,757 § 1,578,836 $ 1284411 § 2,221,228 $ 1,988,168

An additional portion of the City's net assets (15%) represents resources that are
subject to external restriction on how they may be used. The remaining balance of
unrestricted net assets $500,963 may be used to meet the government's ongoing
obligation to citizens and creditors.

At the end of the current fiscal year, the City is able to report positive balances in all
three categories of net assets for the government as a whole.

Analysis of the City’s Operations. The following table provides a summary of the
City's operations for the years ended September 30, 2006 and 2005. Governmental
activities decreased the City’s net assets by $61,365. Business-type activities increased
the City’s net assets by $294,425.



Revenues:

Program revenues:
Charges for services
Operating grants

and contributions
Capital grants
and contributions

General revenues:
Property taxes
Sales and franchise tax
Investment eamings
Insurance proceeds
Miscellaneous
Developer settlement

Total revenues

Expenses:
City hall
Streets and parks
Mechanical shop
Code enforcement
Police department
Fire department
Municipal court
Interest on long-term debt
Utility
Golf course
Total expenses
Change in net assets
before transfers
Transfers
Change in net asset
Net assets - beginning
Net assets - ending

CITY OF CRANDALL'S CHANGES IN NET ASSETS

Governmental Activities Business-Type Activities Total

2006 2005 2006 2005 2006 2005
$ 387,021 $ 433075 $ 2,132,299 §$ 1,769,399 $ 2,519,320 $ 2,202,474
1,313 2,539 - - 1,313 2,539
- 5,981 - - - 5,981
858,659 758,021 - - 858,659 758,021
393,760 336,418 - - 393,760 336,418
7,823 3,961 5,238 7,873 13,061 11,834
- - - 57,662 - 57,662
100,592 114,709 - - 100,592 114,709
1,749,168 1,654,704 2,137,537 1,834,934 3,886,705 3,489,638
505,619 452,620 - - 505,619 452,620
106,879 81,491 - - 106,879 81,491
52,960 45,562 - - 52,960 45,562
187,120 73,103 - - 187,120 73,103
436,693 416,058 - - 436,693 416,058
86,231 83,622 - - 86,231 83,622
123,049 104,254 - - 123,049 104,254
6,982 1,955 - - 6,982 1,955
- - 1,264,183 1,281,675 1,264,183 1,281,675
- - 883,929 375,435 883,929 375,435
1,505,533 1,258,665 2,148,112 1,657,110 3,653,645 2,915,775
243,635 396,039 (10,575) 177,824 233,060 573,863
{305,000) (80,188) 305,000 80,188 - -
(61,365) 315,851 294,425 258,012 233,060 573,863
703,757 387,906 1,284,411 1,026,399 1,988,168 1,414,305
$ 642,392 § 703,757 $ 1,578,836 $ 1,284411 $ 2,221,228 $ 1,988,168

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

Governmental Funds.

The focus of the City’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the City's financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government’'s net
resources available for spending at the end of the fiscal year.

The general fund is the chief operating fund of the City. At the end of the current fiscal
year, unreserved fund balance of the general fund was $272,221.
balance represents 18% of total general fund expenditures. The fund balance of the
City's general fund decreased $63,913 during the current fiscal year.

7
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Proprietary Funds. The City’s proprietary fund statements provide the same type of
information found in the government-wide financial statements, but in more detail.

Unrestricted net assets of the Utility fund at the end of the year amounted to $176,698.
Net assets increased in 2006 by $258,125.

Unrestricted net assets of the Golf Course fund at the end of the year amounted to
$16,254. Net assets increased in 2006 by $36,300.

General Fund Budgetary Highlights. The main components of the difference
between the original budget and final amended budget can be briefly summarized as
follows:

e $33,177 decrease in miscellaneous revenue
e $25,000 increase in streets and parks expenditures

General fund revenues of $1,734,328 exceeded budgeted revenues of $1,592,740 by
$141,588. General fund budgeted expenditures of $1,513,954 exceeded actual
expenditures of $1,504,137 by $9,817.

CAPITAL ASSETS

The City’s investment in capital assets for its governmental and business-type activities
as of September 30, 2006 amounts to $8,357,438 (net of accumulated depreciation).
This investment in capital assets includes land, buildings, improvements, machinery and
equipment, infrastructure and construction in progress.

" Major capital asset events during the current fiscal year included the following:

e Approximately $1,264,775 in water and sewer system improvements were
completed.

¢ Approximately $90,851 of machinery and equipment was acquired.
Approximately $38,500 of land was acquired.



Capital Assets at Year-End

Net of Accumulated Depreciation
Governmental Activities Business-Type Activities Total
2006 2005 2006 2005 2006 2005
Land $ 8077 $ 8077 $ 829310 $§ 790,810 $ 837,387 $§ 798,887
Buildings 106,467 119,930 233,173 247,424 339,640 600,527
Improvements 3,109 3,332 5,173,649 4,202,961 5,176,758 9,379,942
Machinery and equipment 318,488 315,370 333,134 478,182 651,622 1,126,686
Infrastructure 56,783 58,241 - - 56,783 58,241
Construction in progress - - 1,295,248 897,995 1,295,248 2,193,243
Total $ 492924 $ 504,950 $ 7,864,514 § 6,617,372 $ 8,357,438 $ 14,157,526

Additional information on the City's capital assets can be found in note 4 on pages 30-

32 of this report.

DEBT ADMINISTRATION

At the end of the current fiscal year, the City had a total bonded debt and notes payable
of $8,903,997. Of this amount, $8,765,000 comprises bonded debt backed by the full

faith and credit of the government.

Outstanding Debt at Year End
Bonds and Notes Payable
Governmental Activities Business-Type Activities Total
2006 2005 2006 2005 2006 2005
Certificates of obligation $ - % - $ 3,700,000 $ 3,790,000 $ 3,700,000 $ 7,490,000
General refunding obligation - - 1,635,000 1,860,000 1,635,000 1,860,000
Revenue refunding bonds - - 3,430,000 3,590,000 3,430,000 3,590,000
Notes payable 114,521 99,471 24 476 43,683 138,997 143,154
Total $ 114,521 $ 99,471 $ 8,789,476 $ 9,283,683 $ 8,903,997 $ 13,083,154

Additional information on the City of Crandall long term-debt can be found in note 4 on

pages 34-39 of this report.


































































































































































