CITY OF HIGHLAND VILLAGE
Finance Department
1000 Highland Village Rd., Highland Village, Texas 75077
Phone: (972) 899-5089 FAX: (972) 317-0237

March 9, 2005
Honorable Mayor, City Council
City of Highland Village
Highland Village, Texas
The Finance Department of the City of Highland Village is pleased to submit the Comprehensive Annual
Financial Report of the City of Highland Village, Texas, for the fiscal year ended September 30, 2004.
The report is published to provide the City Council, management staff, our citizens and other interested
parties with detailed information concerning the financial condition and performance of the City government.
Responsibility for both the accuracy of the presented data and the completeness and fairness of the
presentation, including all disclosures, rests with the City of Highland Village. To the best of our knowledge
and belief, the enclosed data is accurate in all material respects and is presented in a manner designed to
fairly set forth the financial position and results of operations of the City as measured by the financial activity
of its various funds. We also believe that all disclosures necessary to enable the reader to gain the
maximum understanding of the City's financial affairs have been included.
The Comprehensive Annual Financial Report is presented in three sections: introductory, financial, and
statistical. The introductory section includes this transmittal letter, the City's organizational chart and a list of
principal officials. The financial section includes the general-purpose financial statements, the combining
and individual fund and account group financial statements and related schedules, as well as the auditor's
report on the financial statements and schedules. In addition, a Management’s Discussion and Analysis
(MD&A) section includes a narrative introduction, overview, and analysis of the financial statements. The
statistical section includes selected financial and demographic information, generally presented on a multiyear basis.
This report includes all funds and account groups of the City. The City provides a full range of services.
These services include police and fire protection; the construction and maintenance of streets and
infrastructure; recreational facilities and cultural events. In addition to general government administrative
services, the City provides water, sewer and sanitation services.
The financial statements included in this report were prepared in accordance with generally accepted
accounting principles for local governments as prescribed by the Governmental Accounting Standards Board
(GASB), the National Council on Governmental Accounting (NCGA) and the American Institute of Certified
Public Accountants (AICPA). To demonstrate further public accountability, the independent accounting firm
of Certified Public Accountants, Weaver and Tidwell, L.L.P. whose report is included herein, has audited the
City’s financial statements.
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ECONOMIC CONDITION AND OUTLOOK
The City of Highland Village, incorporated in 1963, is located in the southeastern portion of Denton County
on Highway 407, west of Lewisville, 20 miles north of Dallas, 34 miles northeast of Fort Worth, 15 miles
southeast of Denton and 8 miles north of Dallas-Fort Worth International Airport.
While both the National and Texas economy display mixed signals, the local economy remains fairly steady
with sustained growth. The City is experiencing moderate growth as part of the Dallas-Fort Worth Metroplex.
This area has been somewhat affected by downturns in certain sectors of the economy over the past few
years, as there are strong ties in the local workforce to both the airline and technology industries. However,
the housing market remains relatively strong, with continued growth expected in Denton County. The close
proximity of the Dallas-Fort Worth International Airport and both cities of Dallas and Fort Worth enhance
increasing residential development. The City's estimated 2004 population is 14,600, a 53% increase over
the past 10 years. A reflection of this sustained growth in population is evidenced by a consistent trend in
the number of single-family residential permits being issued. The City is currently approximately 96% built
out, with approximately 170 single-family residential homes remaining to be built in platted and unplatted
parcels. The estimated build out date is approximately 2008. Over the last ten years, the City has averaged
155 single-family residential permits annually. The average assessed value for existing single-family
dwellings on the 2003 Tax Roll was $229,099. The average value of new construction residential permits
was approximately $257,872. There were 155 single-family permits issued during fiscal year 2003/2004 for
a total construction value of $39,970,176. In addition, there were 4,885 water connections, with 4,707 being
the total residential. Since the City’s residential tax base is a significant portion of its annual budget, these
increases have the most significant impact on the City’s ability to raise revenues to provide the services and
conditions for future growth.
There were nineteen (19) commercial permits issued during the year for a total value of $6,253,386. The
increase in commercial development has certainly enhanced the business and economic outlook for the City.
Over the past ten years, the City has realized gradual economic development, beginning with the completion
in 1995 of the 80,000 square foot Highland Village Town Center shopping complex. Kroger's grocery chain
is the anchor commercial development in the Town Center complex. Phase II of this development was
completed in October 1997, with both developments now at 100% occupancy. Valley Ridge Center, a
professional office complex on FM 407 was also added in 1997. Village Creek Center, started in the mid
1980’s, added three new buildings in 1999 to complete their site plan. This center includes restaurant
facilities and professional office space. A new bank, United Community Bank, opened for business in 1998
with a temporary building - a permanent bank building was completed in 1999. In 2000, a two-building
professional office development was completed and fully leased, with plans to expand by another building.
Also in 2000, Tartan Village Retail Center opened with 6,000 square feet of retail space and Barnett Center
constructed a childcare facility. The Barnett Center added an animal hospital in 2002. Completion of a
56,000 square feet assisted living facility is expected in 2004 – with plans to add a 35,000 square feet
extensive care addition in 2005.
In January 1999, the City Council initiated implementation of an overlay ordinance for nonresidential
development. This change was enacted to create a unique look for Highland Village by requiring a
residential look to nonresidential uses. This effort was seen as an economic development issue to ensure
quality future development. The completion of Village Parkway, completed in 1998, is expected to provide
additional economic stimulus for the western portion of the City - particularly considering that Denton County
is expected to construct a segment that will extend this roadway to Denton, providing an alternate route to
DFW Airport. A resulting increase in traffic is expected. And this will in turn, greatly enhance the commercial
value of the undeveloped land at the FM 407 and FM 2999 intersection. The FM 407 Commercial Corridor
was enhanced with the widening of this major thoroughfare in 2002. As expected, there has been sustained
interest in commercial development along FM 407, the City’s main commercial corridor.
With limited remaining undeveloped commercial property in Highland Village, the City is of the opinion that
attention needs to be focused on the remaining undeveloped property to ensure compatible, high-quality
development. An additional overlay district was developed for this area to apply standards that will assure
the highest and best use, with the potential for increased sales tax revenues while continuing to maintain the
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high quality of life in Highland Village. Celebrations, a 12,000 square feet banquet hall, was completed in
2003, and a 17,000 square feet retail center, Tartan Square, was added in 2004. Highland Village Business
Park was approved with two office / professional buildings totaling 16,000 square feet to be completed in
early 2005. Also in 2004, concept plans for both a 45-acre site and a 12-acre site were approved for mixed
retail development, each reflecting the high-quality standards desired by the overlay district.
The City is primarily a residential community with a small commercial base. Substantial residential buildout, expected in the near future, will diminish residential growth. But approval of two major developments in
2000, Chapel Hill and Rolling Hills in this western portion of the city, continue to provide sustained residential
building activity. The population of the City is expected to approach 16,000 by the year 2008.
There are shopping areas with major retail department stores, variety stores and chain stores located in the
general vicinity of Highland Village. Wholesale firms, distributing automobile parts and supplies, electronics,
lumber, meats, plumbing fixtures, petroleum products and boat distributors are also located in the general
vicinity. A plentiful supply of skilled labor is available to industry in the Highland Village area. Denton
County reflected an unemployment rate of 3.7% as of September 2004.
MAJOR INITIATIVES
For the Year The City's staff, following specific directives of the City Council and City Manager, have been
involved in a variety of projects throughout the year. These projects reflect the City's commitment to
ensuring that its citizens are able to live and work in an enviable environment. The following initiatives and
programs relating to general governmental functions are as follows:
•
•

•
•
•
•
•
•
•

The tax rate remained at $.56963 from the previous year. Due to increased valuation, maintaining
this rate provided sufficient resources to ensure fund balance requirements and meet increased
service delivery objectives.
Two additional full-time positions were funded. One position was added in the Fire Department as
part of a gradual plan to add paramedic positions to supplement the forty active volunteers, with the
objective of ensuring 24-hour paramedic coverage for EMS operations. Also, a GIS position was
upgraded to a full-time position, which brings tremendous capability to the City in establishing a GIS
system.
A focus on economic development resulted in approval of a concept plan for a 45-acre mixed-use
retail development.
Initiated the first ever Town Hall Meetings to provide residents and business owners an opportunity
to voice questions and concerns to City Council and City Staff.
In September 2003, Highland Village voters approved the City’s participation in the Denton County
Transportation Authority (DCTA) with approval of the ½ cent sales tax increase for DCTA.
The City became one of the first in Texas to develop a Community Emergency Response Team
(CERT).
Highland Village received designation for the third year from the FBI as the safest city in North
Texas.
The annual Highland Village Days festival was expanded as the Red, White, and Blues Festival providing music entertainment and a fireworks extravaganza. The City previously received the Lone
Star Programming Award from the Texas Recreation and Parks Society for this event.
The eighteenth annual Balloon Festival, a signature event of Highland Village, was successfully held
with over 20,000 patrons.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Highland Village for its
comprehensive annual financial report for the fiscal year ended September 30, 2003. This was the thirteenth
consecutive year that the government has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.
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A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.
For the Future. Future water supply, pumping facilities, and wastewater treatment are a focal point of
meeting growth demands over the next few years. Highland Village has contracted with the Upper Trinity
Regional Water District (UTRWD) to take three million gallons of water per day (MGD). This water supply
supplements the City’s four productive water wells. A utility rate structure was updated to provide a 70/30
mix of surface water and ground water respectively. To meet the City’s wastewater needs, a long-term
solution was finalized in June, 1995 with a 1.8 million gallons per day treatment contract with the Upper
Trinity Regional Water District's Lakeview Wastewater Reclamation Project, which provided for a
participatory contract to meet the City's build out wastewater effluent needs. In the initial stage of this
contract, developer contributions (Impact Fees) will pay the bulk of the annual commitments with the existing
ratepayers paying a minimal portion of the contract cost. The City temporarily reduced its capacity to 1.404
MGD in FY 2002, reapportioning the difference to other participating cities. The City’s current capacity is at
1.614, but the City will reinstate the 1.8 MGD capacity with the next UTRWD plant expansion (expected in
FY 2005/2006). The subscribed capacities for both water and sewer are expected to be sufficient through
build-out.
The City continues to address park programs to meet the changing needs of the community. The governing
body adopted an ordinance in 1991 to establish Park Dedication Fees to be paid by the development
community. These fees are dedicated to Park Development. This ordinance was revised in 1997 to collect
fees for three components – community park, inland trail system, and neighborhood parks. Phase I of the
development of Unity Park was completed and was utilized in full for athletic activity in early 1996. In
September 1996, $1,850,000 in General Obligation Bonds was issued to complete Phase II of Community
Park and provide improvements to other City parks. Phase II of the Park, completed in April 1997, includes
lighting, restrooms and concessions. An inter-local agreement with the Lewisville Independent School
District allows the City and Briarhill Middle School (adjacent to Unity Park) to share common facilities.
Completion of these projects has been well received in the community. A number of recreation programs
have been initiated. In particular, the Highland Village Baseball Association has experienced participation far
surpassing initial expectations. In November 2002, the City acquired a four-acre tract adjacent to Unity Park
for $363,000, purchased with Park Development Fees. This will allow greater flexibility in utilization of the
heavily utilized community park. The City also secured a $1.45 million TEA-21 grant to be applied to the
first phase of an inland trail system. The total cost of this phase is $2.1 million, with an estimated completion
date in fiscal year 2004-2005.
FINANCIAL INFORMATION
The City's financial policies address accounting and fiscal operations of the City with emphasis on asset
management, operating reserves and fund balances. The city has established policies to maintain a fund
balance equivalent to 15% of General Fund expenditures. Accordingly, fund balance levels have remained
above this level. Ending fund balance was 33% in fiscal year 2000-2001, 20% in fiscal year 2001-2002, 21%
in fiscal year 2002-2003, and 32% in fiscal year 2003-2004. The City's financial policies are reviewed
annually to comply with internal accounting issues, Federal and State Laws and the governing body's
directives. Management of the City is responsible for establishing and maintaining an internal control
structure designed to ensure that adequate accounting data is compiled to allow for the preparation of
financial statements in conformity with generally accepted accounting principles (GAAP). The internal
control structure is designed to provide reasonable, but not absolute, assurance that these objectives are
met. The concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by
management.
Budgeting Controls. The City maintains budgetary controls as outlined in its Financial Policies. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the City's governing body. Activities of the General, Special Revenue and
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Debt Service Funds are included in the annual appropriated budget. The level of budgetary control (that is,
the level at which expenditures cannot legally exceed the appropriated amount) is established at the
category level, the categories being Personnel, Services/Supplies, and Capital within each department. As
demonstrated by the statements and schedules included in the financial section of this report, the City
continues to meet its responsibility for sound financial management with the recognition of the reality of
maintaining its General Operating Reserve Balances at 15% of operating expenditures.
General Government Functions. The following schedule presents a summary of actual General Fund,
Special Revenue Fund, Debt Service Fund and Capital Projects Fund revenues for the fiscal year ending
September 30, 2004. The amount and percentages of increases and decreases in relation to prior year
revenues are presented for comparison as follows:

Amount

% of
Total

Increase
(Decrease)
from 2003

% of
Increase
(Decrease)

Taxes
Licenses, permits,
& fees
Intergovernmental
Charges for Services
Fines and Forfeits
Miscellaneous

$8,132,454
1,073,383

82.28%
10.86%

$518,662
(119,317)

6.81%
(10.00)%

130,412
80,012
163,328
303,919

1.32%
0.81%
1.65%
3.08%

43,654
4,642
213
113,942

50.32%
6.16%
.13%
59.98%

Total Revenues

$9,883,508

100.00%

$561,796

Source

6.03%

An increase was experienced in every revenue category with the exception of Licenses, permits, and
fees. Taxes increased by $518,662 or 6.81% over 2003. The majority of this increase resulted from
property taxes, reflecting the 7.9% growth in appraised valuation in the City. Current tax collections are
at 99% and the City has experienced an excellent tax collection rate for the past ten (10) years.
Licenses, permits, and fees had a modest decline ($119,317). This category represents a combination
of building permits, inspection fees, park dedication fees, and park entry fees, also including road
adequacy fees. Road adequacy fees were collected as part of an agreement with Highland Shores Inc.
to provide for a north-south arterial needed to accommodate traffic generated by this development. Fees
totaling $1,000 per lot within the boundaries of the agreement area are collected at time of final plat. The
remaining $35,000 in the scope of this agreement was collected last year – an amount of $1,104,000
collected in total. The $119,317 decrease in this category resulted from various factors: slight reduction
in building permits ($-36,133), collection of the remaining road adequacy fees last year ($-35,000), and
reduced fees from parks / recreation programs ($-10,126). Miscellaneous revenue, which includes
interest earnings, increased by 59.98% - resulting from various receipts: $15,538 reimbursement from
the Denton County Regional Transportation Authority, $36,890 in proceeds from auctioned surplus
equipment, $19,200 from tuition charges associated with a Fire Academy, and $8,089 received from
CoServ for capital credits.
The following schedule presents a summary of general fund, special revenue funds, debt service fund and
capital project fund expenditures for the fiscal year ending September 30, 2004 and the percentage of
increases and decreases in relation to prior year amounts.
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Expenditures
City Manager
Finance
Human Resources
City Secretary
Police
Fire
Community Services
Streets and Drainage
Maintenance
Parks and Recreation
Debt Service
Capital Outlay (1)
Total Expenditures

Amount
$731,876
870,545
275,040
201,807
2,066,690
785,065
481,196
809,151
497,459
1,171,718
1,378,013
514,070

% of
Total
7.48%
8.90%
2.81%
2.06%
21.13%
8.03%
4.92%
8.27%
5.08%
11.98%
14.09%
5.25%

Increase
(Decrease)
From 2003
$(333,196)
20,437
33,707
1,952
70,122
6,103
7,192
(10,979)
41,605
123,412
(39,383)
73,295

% of
Increase
(Decrease)
(31.28)%
2.40%
13.97%
.98%
3.51%
.78%
1.52%
(1.34)%
9.13%
11.77%
(2.78)%
16.63%

$ 9,782,630

100.00%

$(5,733)

(.06)%

(1) Capital Outlays are appropriated within departmental totals
Expenditures for the General Fund, Special Revenue Fund, Debt Service Fund, and Capital Project Fund
totaled $9,782,630 – a slight decrease of $5,733, or .06%, from fiscal year 2003. Fluctuations in levels of
expenditures for major functions of the City are shown in the table above. Debt Service showed a reduction
from last year primarily due to inclusion of bond issuance costs recorded in FY 2003. The increase in
Capital Outlay reflected expenditures associated with street reconstruction projects emanating from the 2003
$2.8 M Street Bond Issue.
Increased expenditures for services are representative of a growing city with demands for a higher level of
service. The City Manager Department, however, reflected a large decrease from last year with an
expenditure reduction of $333,196. The primary component of this decrease was reduced legal services.
(Citywide legal expenditures are consolidated in this department). Inflated legal costs in FY 2003 due to
ongoing legal action that was resolved in early 2004, combined with an effort to increase efficiency with
utilization of legal services accounted for the reduction. The $70,122 increase in the Police department was
primarily related to increased equipment replacement and equipment / supplies related to a homeland
security grant received by the City. The increase in the Parks and Recreation Department of $123,412 can
be mostly attributed to an overall increase in park maintenance and also expansion of an annual event
(Highland Village Days) into the Red White and Blues Festival. Most increases in each department are
attributable to increased costs of providing services, which includes increased payroll costs and operations.
Those functions reflecting a decrease in expenditures do not equate to a decrease in services to the citizens
of the City.
General Fund Balance. Total fund balances in the major operating funds were maintained at adequate
levels. The designated and undesignated fund balance of the General Fund totaled $2,414,302 at
September 30, 2004, which represents an increase of $840,284 (53.4%) over fiscal year 2003. The City
closed the fiscal year with a General Fund Balance in excess of 32.4% of General Fund operating
expenditures.
Debt Administration. The Debt Service Fund contains monies, which are set aside to retire debt incurred
principally through the sale of bonds. These bonds have been issued to finance long-term capital
improvements and or additions to the City's infrastructure.
At September 30, 2004, the Debt Service Fund Balance was $115,028. This reserve is adequate to pay
debt service payments on General Obligation and Certificate of Obligations that are due prior to tax
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collections. As of September 30, 2004, general long-term debt outstanding was $13,188,419 and selfsupporting debt in the Enterprise Fund was $8,107,665 for a total funded principal debt obligation of
$21,296,084. The total debt obligation with principal and interest is $28,528,838. During fiscal year 2004,
the City retired principal on its general long-term debt in the amount of $892,415 and paid interest on its
bonds in the amount of $485,598. Total debt payments for general purpose were $1,378,013.
Property taxes collected in the Debt Service Fund for retirement of debt totaled $1,411,850 in 2003-2004.
With interest earnings and other sources, total revenue amounted to $1,416,663. With a funding
requirement for 2003-2004 of $1,378,013, the Debt Service Fund balance was effectively increased by
$38,650 to $115,028.
The City issued $4,300,000 of Waterworks and Wastewater System Revenue Bond in February 1996 to
upgrade arterial water lines to effect capital investments in infrastructure for long-term water and wastewater
needs. The 1996 Revenue Bonds effected new covenants, reserves and net revenue requirements.
The financial disclosure notes for the Comprehensive Annual Financial Report in the financial section of this
report present more detailed information about the debt position of the City. The City maintained its above
average investment grade credit rating - an A+ rating with both Standard and Poors and Fitch on its General
Obligation Bonds.
The ratio of net bonded debt to assessed valuation is a useful indicator of the City's debt position to
management, our citizens and investors. The net direct bonded debt outstanding as of September 30, 2004
was $12,893,391. The ratio of net direct bonded debt to assessed value (100% of market value) is 1.145%.
Net bonded debt per capita is $883. The total assessed value per capita was $77,101 at September 30,
2004. The ratio of debt to total General Fund expenditures is 14%. For additional analysis, refer to the
statistical table presentations in the last section of this report.
The City has never been in default on any of its bonds and maintains adequate reserves to cover debt
payments in the event of short falls in revenues. Financial policies have been adopted to assure adequate
reserves to pay debt in the event of reserve shortfalls.
Water and Sewer Fund. The Water and Sewer Fund is organized as an enterprise fund, based on the
premise that it should be self-supporting through equitable fees and charges. Total operating revenues of
the fund were $5,073,780, which is an increase of $552,600, or 12.2% over fiscal year 2003. This increase
primarily resulted from a rate increase enacted at the end of FY 2003. Total operating expenditures less
depreciation was $4,103,545, which is an increase of $377,220 or 10.12% over fiscal year 2003. This
increase was fairly evenly divided between wholesale water and sewer treatment costs and operations –
specifically personnel costs. A new position and reduced turnover resulted in the increased personnel costs.
Gross Revenue
(including interest)
Operating Income Before
Depreciation
Income Available for
Debt Service
Actual Debt Service
Coverage (income available
for Debt Service divided
by actual Debt Service)

2004

2003

5,123,881

4,649,773

970,235

794,855

1,020,336
344,105

923,448
346,105

2.97

2.67

The current revenue bond covenant provides for a coverage test for income available of 1.25 times Debt
Service requirements. There was no prior lien bond or pure revenue bond indebtedness in 1996. The
Reserve Fund was fully funded by proceeds of the 1996 Revenue Bonds, and the balance in the fund at

vii

September 30, 2004 was $506,413. Monthly transfers from net revenues are being made to accrue for the
next principal and interest payment. This Interest and Sinking Balance was $187,107 at September 30,
2004. Current rates and charges are sufficient to pay current operating expense and current debt service
requirements. A utility rate committee was formed in FY 2000 to review a multi-year plan and make
recommendations for a rate schedule to provide sufficient revenues to meet expenses anticipated over the
next few years. It was determined that the current rate structure was sufficient to ensure adequate revenues
to meet working capital targets and also meet the coverage requirements of the 1996 Revenue Bonds. A
review of the rate schedule was accomplished in FY 2003, resulting in a rate adjustment equating to an
overall 18% revenue increase to ensure sufficient revenues for the City to meet working capital needs as
well as the1996 Revenue Bonds coverage requirements.
Cash Management. Cash temporarily idle during the year was invested in Federal Agency Notes, and the
Texas Local Government Investment Pool. The monthly average yield on all City investments for September
2004 was 1.60%. All investment transactions and types were made in accordance with State Laws and
Investment Policies as adopted by City Council. The City's demand deposits and certificates of deposits
were all fully collateralized and such securities were held by a third party bank for safekeeping. The City's
total investment portfolio at September 30, 2004 was $9,981,682. Of the City's idle funds, $3,650,522, or
36.57%, were in the Texas State Treasury Investment Pool (Tex-Pool), $509,690, or 5.11% was in a Federal
Home Loan Bank Agency Note (FHLB) – maturation February 2005, $518,440, or 5.19% was in a Federal
Home Loan Bank Agency Note (FHLB) – maturation July 2005, $507,030, or 5.08% was in a Federal Home
Loan Mortgage Corporation Note (FHLMC) – maturation June 2005, and $4,796,000 or 48.05%, was
invested in Texas Short Term Asset Reserve Program (TexSTAR) fund. In total, 100% of the City's idle
funds were invested.
Risk Management. The City is a member of the Texas Municipal League Intergovernmental Risk Pool.
Management's strategic plans call for a risk analysis to assess current risk exposures to prioritize risk
management opportunities including but not limited to risk assumption, risk transfer and risk reduction
programs. The management of the City's fixed assets includes coverage of potential property losses.
The Texas Municipal League Intergovernmental Risk Pool insures the City’s general liability and property
coverage, while Texas Political Subdivisions carries the City’s Workers Compensation coverage. The City
reviews its exposures annually for liability and estimated replacement values.
Independent Audit. The City Charter requires an annual audit of the financial records and other evidence
of financial transactions of the City by an independent certified public accountant selected by the governing
body. This requirement has been complied with as presented in the following annual financial statements
and Independent Auditor's Report.
Acknowledgments. The preparation of the Comprehensive Annual Financial Report on a timely basis was
made possible by the dedicated service of the entire staff of the finance department. Thanks especially to
Marty Coursey for her hard work toward the completion of this document and continued commitment to
excellence in accounting standards. Each member of the department has our sincere appreciation for the
contributions made in the preparation of this report.
In closing, without the leadership and support of the City Council of the City of Highland Village, preparation
of this report would not have been possible.
Sincerely,

Ken Heerman
Director of Finance, Budget,
and Information Services
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City of Highland Village, Texas
Management’s Discussion and Analysis (continued)
September 30, 2004

Total Revenues - Governmental Activities
Charges for
Service
$1,359,965
14%
Franchise Taxes
$859,358
9%

Sales Taxes
$470,024
5%

Operating Grants
$130,412
1%
Capital Grants
$439,741
4%
Other $352,954
4%

Property Taxes
$6,437,289
63%

Total - $10,049,743

The following table provides a summary of the City’s operations for the year ended September 30,
2004. The City first implemented GASB Statement No. 34, Basic Financial Statement – and
Management’s Discussion and Analysis – for State and Local Governments, in 2003. Comparative
data for 2003 is presented. Governmental activities increased the City’s net assets by $1,441,407,
while business-type activities decreased the City’s net assets by $243,620, resulting in a net
$1,197,787 increase in total net assets.
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City of Highland Village, Texas
Management’s Discussion and Analysis (continued)
September 30, 2004

The debt service fund has a total fund balance of $115,028, an increase of $38,650, all of which is
reserved for the payment of debt service.
Proprietary funds. The City’s proprietary fund provides the same type of information found in the
government-wide financial statements, but in more detail.
Net assets in the Enterprise Fund totaled $6,948,300 at the end of the fiscal year 2003-2004, a
decrease of $243,620 or 3.4 percent. Included in net assets is $1,588,902 restricted for capital
projects. The remaining net asset balance of $5,359,398 consists of unrestricted net assets and
investments in capital assets, net of related debt.
•

Utility operating revenues increased $552,600, or 12%, in FY 2004, primarily as a result of
increased rates imposed in October 2003.
o Water sales increased $390,295
o Sewer sales increased $443,370
o Miscellaneous revenues decreased $238,058 primarily due to one-time revenue
realized in FY 2003 – the City selling water rights of 1 MGD of Lake Chapman water
to the Upper Trinity Regional Water District for an amount of $226,942.
o Interest income decreased $78,492 in FY 2004 resulting from lower yields.

Total Revenues - Business Type Activities

Interest $50,101
1%

Impact Fees
$223,045
4%

Penalties $69,201
1%

Other $22,880
0%

Water Sales
$2,710,268
52%
Sewer Sales
$2,271,431
42%

Total Revenues - $5,346,926
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City of Highland Village, Texas
Management’s Discussion and Analysis (continued)
September 30, 2004

•

Utility operating expenditures increased $438,308, or 9.9%, the majority of this increase
fairly evenly split between administration and operations.
o Administration costs increased $180,997 primarily due to full staffing in FY 2004 in
comparison to a number of vacancies in FY 2003. Additionally, an increase in bad
debt expense is consistent with an effort to accurately reflect utility accounts that will
prove to be uncollectable.
o Operations costs increased $196,223 mostly resulting from increased wholesale
water / wastewater costs.

Total Expenses - Business Type Activities

Interest Expense
$470,318
9%

Depreciation
$776,683
15%

Administration
$432,020
8%

Operations
$1,172,945
22%

Wholesale Water /
Wastewater
$2,498,580
46%

Total Expenses - $5,350,546

General Fund Budgetary Highlights
During fiscal year 2003-2004, The City Council of the City of Highland Village amended the budget
for the General Fund on several occasions. The majority of these appropriations relate to actions
taken to fund unbudgeted items during the fiscal year, including the acceptance of grants during the
year.
Staff reviewed each supplemental appropriation throughout the year and determined that increased
revenues provided sufficient reserves to recommend their increase.
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Table 4
Capital Assets at Year-end
(Net of Depreciation)
Governmental
Activities
2003
Land
Land Improvements
Buildings and Improvements
Distribution system
Equipment & Machinery
Other Assets
Infrastructure
Construction in Progress
Totals

$

$

Business-type
Activities
2004

12,729,175
2,032,155
4,137,674
1,198,531
23,019,604
170,755
43,287,894

$

$

2003

12,838,347
1,915,240
3,869,419
1,058,749
22,522,330
637,290
42,841,375

$

$

Totals
2004

75,713
1,427
11,138,568
298,750
18,439
524,775
12,057,672

$

$

2003

75,713
1,055
10,418,173
243,449
17,824
788,375
11,544,589

12,804,888
2,032,155
4,139,101
11,138,568
1,497,281
18,439
23,019,604
695,530
55,345,566

$

2004

$

12,914,060
1,915,240
3,870,474
10,418,173
1,302,198
17,824
22,522,330
1,425,665
54,385,964

Additional information on the City’s capital assets can be found in note 6 on pages 37-38 of this
report.
Long-term debt. At the end of the current fiscal year, the City had total bonds outstanding of
$21,296,084. Of this amount $13,188,419 is tax-supported debt. The remainder of the City of
Highland Village’s debt represents bonds secured solely by specified revenue sources (i.e.,
revenue bonds).
Table 5
Outstanding Debt, at Year-end
Governmental
Activities
General obligation bonds
Combination Tax and Revenue CO's
Totals

$
$

2003
13,650,834
430,000
14,080,834

$
$

Business-type
Activities

2004
13,008,419
180,000
13,188,419

$
$

2003
5,430,250
3,440,000
8,870,250

$
$

2004
4,837,665
3,270,000
8,107,665

$
$

Totals
2003
19,081,084
$
3,870,000
22,951,084
$

The City’s total debt decreased by $1,655,000 during the current fiscal year, as the City did not
issue additional debt
The City’s tax supported debt is rated “A+” by both Fitch Ratings and Standard & Poors. This
rating was achieved with the December 2002 issue, the City previously rated as “A3” by Moody’s
and “A-“ by Standard & Poors. The Highland Village City Charter provides that general property
taxes are limited to $1.50 per $100 of assessed valuation for general governmental services –
including the payment of principal and interest on legal debt instruments. The current ratio of taxsupported debt to assessed value of all taxable property is 1.158 percent.
Additional information on the City’s long-term debt can be found in note 9 on pages 39-42 of this
report.
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2004
17,846,084
3,450,000
21,296,084

CITY OF HIGHLAND VILLAGE, TEXAS
STATEMENTS OF NET ASSETS - ENTERPRISE FUND
SEPTEMBER 30, 2004
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED SEPTEMBER 30, 2003)
2004
ASSETS
Current Assets
Cash and cash equivalents
Receivables (net of allowances for uncollectibles)
Accounts
Unbilled services
Other
Inventories and prepaid items

$

Total current assets
Noncurrent Assets
Restricted cash and investments
Reserve bond debt service
Capital improvements
Construction funds
Customer deposits
Unamortized debt issue cost
Capital sssets:
Land, improvements and construction in progress
Other capital assets, net of accumulated depreciation
Total noncurrent assets
$

Total assets

794,177

2003

$

907,065

659,749
259,064
19,112
65,727

627,567
260,075
15,016
10,389

1,797,829

1,820,112

693,519
1,588,902
224,248
110,688

109,971
2,573,956
813,498
216,778
117,657

864,088
10,680,501

600,488
11,457,184

14,161,946

15,889,532

15,959,775

$

17,709,644

LIABILITIES AND NET ASSETS
LIABILITIES:
Current Liabilities
Accounts payable
Accrued expenses
Interfund
Customer deposits
Accrued revenue bond interest
Current portion of long-term obligations
Total current liabilities
Noncurrent Liabilities
Noncurrent portion of long-term obligations
Total liabilities
NET ASSETS:
Invested in capital assets, net of related debt
Restricted for:
Debt service
Capital improvements
Unrestricted
Total net assets
$

Total liabilities and net assets

The notes to financial statement are
an integral part of this statement.
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330,260
61,457
576,511
224,248
46,164
728,171
1,966,811

480,575
88,381
1,222,452
216,778
43,423
634,781
2,686,390

7,044,664

7,831,334

9,011,475

10,517,724

3,927,416

4,533,190

1,588,902
1,431,982

66,548
2,573,956
18,226

6,948,300

7,191,920

15,959,775

$

17,709,644
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