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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, 2007,
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 opinions 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 governmental activities, the business-type
activities, the discretely presented component unit and each major fund of the City of
Crandall, Texas, as of September 30, 2007, and the respective changes in financial
position and, where applicable, cash flows thereof 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.



City Council
Page Two

Our audit was conducted for the purpose of forming opinions 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.

() Hongpooer, Yolsbts o L Lo L.
Witherspoon, Yeldell & Wilson, P.C.
Certified Public Accountants

May 5, 2008



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, 2007.

FINANCIAL HIGHLIGHTS

e The assets of the City exceeded its liabilities at the close of the most recent
fiscal year by $4,205,264 (net assets). Of this amount, $287,356 (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 $1,953,286.

o As of the close of the current fiscal year, the City’s governmental funds reported
ending fund balance of $289,328. Over 87% of this total amount, $250,455 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 $250,455 or 17% 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 evaluating 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 $4,205,264 as of
September 30, 2007.

A large portion of the City’s net assets (88%) 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 to 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
2007 2006 2007 2006 2007 2006
Current and other assets $ 1034483 $ 974372 $ 1621129 $ 3,072,880 $ 2655612 $ 4,047,262
Capital assets 1,564,835 492,924 9,900,743 7,864,514 11,465,578 8,357,438
Total assets 2,599,318 1,467,296 11,621,872 10,937,404 14,121,190 12,404,700
Long term liabilities 137,889 193,195 8,550,519 8,869,570 8,688,408 9,062,765
Cther liabilities 727,955 631,709 499,563 488,998 1,227,518 1,120,707
Total liabilities 865,844 824,904 9,050,082 9,358,568 9,915,926 10,183,472
Net assets:
Invested in capital assets,
net of related debt 1,426,946 310,651 2,280,438 1,068,685 3,707,384 1,379,336
Restricted 22,823 23,730 187,701 317,199 210,524 340,929
Unrestricted 283,705 308,011 3,651 192,952 287,356 500,963
Total net assets $ 1733474 $ 642392 $ 2471790 $ 1578836 § 4205264 $ 2,221,228

An additional portion of the City’s net assets (5%) represents resources that are subject
to external restriction on how they may be used. The remaining balance of unrestricted
net assets $287,356 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, 2007 and 2006. Governmental
activities increased the City’s net assets by $1,091,082. Business-type activities
increased the City’s net assets by $862,204.



Revenues:

Program revenues:
Charges for services
Operating grants

and contributions
Capital grants
and contributions

General revenues:
Property taxes
Sales tax
Franchise tax
Mixed beverage tax
Investment eamings
Gain/(Loss) on sale of

capital assets
Miscellaneous
Total revenues

Expenses:
City hall
Streets and parks
Mechanical shop
Code enforcement
Animal control
Building
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 assets
Net assets - beginning
Net assets - ending

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

Governmental Funds.

CITY OF CRANDALL'S CHANGES IN NET ASSETS

Govemmental Activities Business-Type Activities Total

2007 2006 2007 2006 2007 2006
$ 422426 $ 387,021 $ 1,901,346 $ 2,132,209 $ 2,323,772 $ 2,519,320
- 1,313 - - - 1,313
1,134,670 - 1,113,798 - 2,248,468 -
922,925 858,659 - - 922,925 858,659
251,564 234,066 - - 251,564 234,066
156,882 158,004 - - 156,882 158,004
1,376 1,690 - 1,376 1,690
18,088 7,823 23,155 5,238 41,243 13,061
- - (14,557) - (14,557) -
84,622 100,592 - - 84,622 100,592
2,992,553 1,749,168 3,023,742 2,137,537 6,016,295 3,886,705
484,287 505,619 - - 484,287 505,619
105,978 106,879 - - 105,978 106,879
39,353 52,960 - - 39,353 52,960
61,852 187,120 - - 61,852 187,120
2,348 - - 2,348 -
171,820 - - 171,820 -
443,538 436,693 - - 443,538 436,693
71,255 86,231 - - 71,255 86,231
123,679 123,049 - - 123,679 123,049
4,976 6,982 - - 4,976 6,982
- - 1,566,166 1,233,433 1,566,166 1,233,433
- - 987,757 883,929 987,757 883,929
1,509,086 1,505,533 2,553,923 2,117,362 4,063,009 3,622,895
1,483,467 243,635 469,819 20,175 1,953,286 263,810
(392,385)  (305,000) 392,385 305,000 - -
1,091,082 (61,365) 862,204 325,175 1,953,286 263,810
642,392 703,757 1,609,586 1,284,411 2,251,978 1,988,168

$ 1,733474 $ 642,392 $ 2,471,790

$ 1,609,586

$ 4205264 $ 2,251,978

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 $250,455. Unreserved fund
balance represents 17% of total general fund expenditures. The fund balance of the
City's general fund decreased $6,623 during the current fiscal year.

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 $109,808.
Net assets increased in 2007 by $961,164.

Unrestricted net deficit of the Golf Course fund at the end of the year amounted to
$106,157. Net assets decreased in 2007 by $98,960.

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

$13,600 increase in city hall expenditures

$6,850 increase in streets and parks expenditures
$8,667 increase in police expenditures

$7,300 increase in municipal court expenditures

General fund revenues of $1,883,821 exceeded budgeted revenues of $1,647,563 by
$236,258. General fund budgeted expenditures of $1,525,142 exceeded actual
expenditures of $1,500,742 by $24,400.

CAPITAL ASSETS

The City’s investment in capital assets for its governmental and business-type activities
as of September 30, 2007 amounts to $11,465,578 (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:

o Approximately $1,240,000 in water and sewer system improvements was
completed.

e Approximately $1,122,000 of infrastructure was contributed.
Approximately $826,000 of water and sewer system improvements was
contributed.



Capital Assets at Year-End
Net of Accumulated Depreciation

Govemmental Activities Business-Type Activities Total
2007 2006 2007 2006 2007 2006
Land $ 8,077 $ 8,077 $ 829310 $ 829310 § 837,387 $ 837,387
Construction in progress 22,020 - 1,594,659 1,295,248 1,616,679 1,295,248
Buildings 99,004 106,467 216,466 233,173 315,470 339,640
Improvements 7,156 3,109 6,912,231 5,173,649 6,919,387 5,176,758
Machinery and equipment 272,433 318,488 348,077 333,134 620,510 651,622
Infrastructure 1,156,145 56,783 - - 1,156,145 56,783
Total $ 1,564,835 $ 492,924 $ 9900743 $ 7,864,514 $ 11465578 $ 8,357,438

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 $8,548,939. Of this amount, $8,305,000 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
2007 2006 2007 2006 2007 2006
Certificates of obligation $ - $ - $ 3605000 $ 3,700,000 $ 3,605000 $ 7,305,000
Revenue refunding bonds - - 3,300,000 3,430,000 3,300,000 3,430,000
General refunding obligation - - 1,400,000 1,635,000 1,400,000 1,635,000
Notes payable 72,377 114,521 171,562 24,476 243,939 138,997
Total $ 72,377 $ 114,521 $ 8,476,562 $ 8,789,476 $ 8,548,939 $ 12,508,997

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

pages 34-39 of this report.



ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The 2008 General Fund revenues are anticipated to increase by a little less than 20%
from 2007. The majority of that increase is expected from franchise fees, infrastructure
inspection fees and lease payments for antenna space on the elevated water tower. No
significant increase in ad valorem taxes are expected as in 2007 the City realized a
slight slump in tax revenue increases due to the Council's decision to offer senior citizen
tax freezes on residential property.

With the population growth the City faces, providing more services and needing
additional staff is a reality. It is mandatory for City Council and City Manager to continue
exploring revenue streams outside our citizens. Sales tax revenues continue to climb at
a healthy rate. New franchise fees and inspection fees have added non-tax dollar
revenue into the General Fund.

The revenue for Creekview Golf Club was down due to the Course closing for two
months for the conversion of the greens.

Regardless of inflation, all City fund accounts remain strong and have, for the past few
years, finished the fiscal year with funds in reserve.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the City’'s finances for
all those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should
be addressed to the Office of the City Secretary, 110 S. Main Street, Crandall, Texas
75114.
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