
















 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

 
 
As management of The City of Hudson Oaks, Texas, we offer readers of The City of Hudson Oaks’ 
financial statements this narrative overview and analysis of the financial activities of The City of Hudson 
Oaks for the year ended September 30, 2013.     
 
FINANCIAL HIGHLIGHTS 
 
• The assets of the City of Hudson Oaks exceeded its liabilities at the close of the most recent 

fiscal year by $11,025,971 (net position) compared to $10,849,434 for the prior year.  Of this 
amount, $2,076,443 (unrestricted net position) may be used to meet the City’s ongoing 
obligations to citizens and creditors. 

 
• The City’s total net position increased by $323,528. This is compared to a increase of $52,790 in 

the prior year. 
 

• As of the close of the current fiscal year, the City of Hudson Oaks’ governmental funds reported 
combined ending fund balances of $1,948,470 compared to $2,889,615 for the prior year.  53% is 
available for spending at the City’s discretion (unassigned fund balance). 

 
• At the end of the current fiscal year, unassigned fund balance for the general fund was 

$1,025,655, or 46% of total general fund expenditures. 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis are intended to serve as an introduction to the City of Hudson Oaks’ basic 
financial statements.  The City’s basic financial statements comprise 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 position presents information on all of the City’s assets and liabilities, with the 
difference between the two reported as net position.  Over time, increases or decreases in net position 
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 government’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as 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 fees). 
 
Both of the government-wide financial statements distinguish functions of the City that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from other functions that 
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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 general government, public safety, and 
highways and streets and parks.  The business-type activities of the City include waterworks and 
wastewater. 
 
The government-wide financial statements can be found on Exhibits 1 and 2 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 three categories:  governmental 
funds, proprietary funds and fiduciary 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 near-term 
inflows and outflows of spendable resources, as well as on balances of spendable resources available at 
the end of the fiscal year.  Such information may be useful in evaluating a government’s near-term 
financing requirements. 
 
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 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 eleven individual governmental funds.  Information is presented separately in the 
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures, 
and changes in fund balances for the General Fund, Lakeshore Bridge Capital Projects Fund and 2012 
Bond Fund, which are considered major funds.  Data from the other governmental funds are combined 
into a single, aggregated presentation.  Individual fund data for each of these nonmajor governmental 
funds is provided in the form of combining statements elsewhere in this report. 
 
The City adopts an annual appropriated budget for the general fund.  A budgetary comparison schedule 
has been provided for these funds to demonstrate compliance with this budget. 
 
The basic governmental fund financial statements can be found on Exhibits 3 through 6 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 an enterprise fund to account for its water and wastewater 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 water 
and wastewater fund.   
 
The basic proprietary fund financial statements can be found on Exhibits 7 through 9 of this report. 
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Notes to the financial statements.  The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The notes to 
the financial statements can be found on pages 23-48 of this report. 
 
Other information.   
 
In addition to the basic financial statements and accompanying notes, this report also presents certain 
required supplementary information that further explains and supports the information in the financial 
statements.  Required supplementary information can be found on Exhibit A-1 and Exhibit A-2. 
 
The individual major governmental funds and combining and individual nonmajor governmental funds 
and enterprise fund statements and schedules are presented immediately following the required 
supplementary information.  These statements can be found on Exhibits B-1 through C-2 and Schedules 1 
– 7 of this report. 
 
Government-wide Financial Analysis 
 
As noted earlier, net position may serve over time as a useful indicator of a government’s financial 
position.  In the case of the City, assets exceeded liabilities by $11,025,971 as of September 30, 2013. 
 
The largest portion of the City’s net position (80%) reflects its investment in capital assets (e.g. land, 
buildings, equipment, automobiles, improvements, infrastructure and construction in progress); less any 
outstanding debt used to acquire those assets.  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. 
 
An additional portion of the City’s net position (1%) represents resources that are subject to external 
restrictions on how they may be used.  The remaining balance of unrestricted net position of $2,076,443 
may be used to meet the government’s ongoing obligations 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 position, both for the government as a whole, as well as for its separate governmental and business-
type activities.   
 
The following are summaries of the City’s Statement of Net Position and Statement of Activities for the 
fiscal year ended September 30, 2013 and September 30, 2012.   
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2013 2012 2013 2012 2013 2012
Current and other assets 2,450,230$   3,391,621$   2,231,954$   2,835,001$   4,682,184$   6,226,622$   
Capital assets 6,444,515     5,048,584     9,490,114     9,225,823     15,934,629   14,274,407   

Total Assets 8,894,745     8,440,205     11,722,068   12,060,824   20,616,813   20,501,029   

Current liabilities 171,401        122,477        232,100        123,807        403,501        246,284        
Long-term liabilities 3,402,165     3,290,531     5,785,176     6,114,780     9,187,341     9,405,311     

Total liabilities 3,573,566     3,413,008     6,017,276     6,238,587     9,590,842     9,651,595     

Net Position:
Invested in capital assets

net of related debt 3,945,645     3,572,025     4,845,486     4,743,012     8,791,131     8,315,037     
Restricted Net Position (expendable) 26,372          12,764          132,025        197,820        158,397        210,584        
Unrestricted Net Position 1,349,162     1,442,408     727,281        881,405        2,076,443     2,323,813     

Total Net Poition 5,321,179$   5,027,197$   5,704,792$   5,822,237$   11,025,971$ 10,849,434$ 

Governmental Activities Business-type Activities Total

Condensed Statement of Net Position

 

2013 2012 2013 2012 2013 2012
Revenues:
Program revenues:

Charges for services 460,030$     352,724$     1,831,601$  1,730,715$  2,291,631$   2,083,439$   
Capital grants and contributions 301,627       -               82,450         -               384,077        -                

General revenues:
Sales taxes 1,527,473    1,443,331    -               -               1,527,473     1,443,331     
Franchise taxes 137,113       161,210       -               -               137,113        161,210        
Investment earnings 7,004           7,519           182              9,418           7,186            16,937          
Other Revenue 71,699         82,999         -               -               71,699          82,999          

Total revenues 2,504,946    2,047,783    1,914,233    1,740,133    4,419,179     3,787,916     

Expenses
General government 622,322       611,863       -               -               622,322        611,863        
Public safety 1,032,743    1,004,471    -               -               1,032,743     1,004,471     
Highways and streets and parks 248,484       316,225       -               -               248,484        316,225        
Economic development grants 150,000       -               150,000       -               300,000        -                
Interest and fiscal charges 111,547       106,219       -               -               111,547        106,219        
Waterworks -               -               1,151,086    1,069,189    1,151,086     1,069,189     
Dyegard Water System -               -               256,581       249,488       256,581        249,488        
Deercreek Management -               -               132,622       135,193       132,622        135,193        
Wastewater -               -               240,266       242,478       240,266        242,478        

Total expenses 2,165,096    2,038,778    1,930,555    1,696,348    4,095,651     3,735,126     
Increase (decrease) in net position

before transfers 339,850       9,005           (16,322)        43,785         323,528        52,790          
Transfers (93)               -               93                -               -                -                
Increase (decrease) in net position 339,757       9,005           (16,229)        43,785         323,528        52,790          
Net Position, Beginning 5,027,197    5,018,192    5,822,237    5,778,452    10,849,434   10,796,644   
Prior Period Adjustment (45,775)        -               (101,216)      -               (146,991)       -                
Net Position, Ending 5,321,179$  5,027,197$  5,704,792$  5,822,237$  11,025,971$ 10,849,434$ 

Condensed Statement of Activities

Governmental Activities Business-type Activities Total
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Governmental Activities.  Governmental activities increased the City’s net position by $339,757.  Key elements 
are as follows. 

 
• Revenues increased $457,163. Charges for service increase due to new construction in the City 

for both residential houses and commercial buildings which caused the licenses and permits 
revenue to increase approximately $85,000.  Fines and fees also increased approximately 
$17,000. Sales tax increased approximately $84,000 due to the continued growth in the economy.  
Intergovernmental revenue increased due to a $216,000 grant received from the Texas 
Department of Transportation.  
 

• Expenses increased $126,318 primarily due to $150,000 paid in economic development grants. 
 

Below are two graphs summarizing governmental revenue and expense: 
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Business-type activities.  Business-type activities decreased the City’s net position by $16,229. Key 
elements are as follows. 
 

• Charges for service increased $100,886. Water sales increased by approximately $41,000 due to 
an increase in water consumption and an increase in rates. Wastewater charges increased 
approximately $63,000 due to an increase in water consumption and new residential customers 
added. 
 

• Expenses overall increased $234,207. Water department personnel services increased 
approximately $28,000 primarily because half of the severance pay of the City Administrator was 
paid out of the water fund.  Water well repairs, professional services, and regional water 
purchases in the water fund increased $14,627, $12,604, and $15,957, respectively, from the 
prior year.  $75,000 in economic development grants was paid out of both the water fund and the 
wastewater fund. 
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Below are two graphs summarizing business-type activities revenue and expense: 
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Financial Analysis of the Government’s Funds 
 
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. 
 
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, unassigned fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the fiscal year. 
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At year end, the City’s governmental funds reported combined ending fund balances of $1,948,470.  
(53%) of the ending fund balance constitutes unassigned fund balance, which is available for spending at 
the government’s discretion.   
 
The general fund is the chief operating fund of the City.  At the end of the current fiscal year, unassigned 
fund balance of the general fund was $1,025,655.  During the current fiscal year the fund balance of the 
City’s general fund decreased by $7,315.  Below is a comparison of the general fund’s net change in fund 
balance for the fiscal year ended September 30, 2013 and September 30, 2012. 

Percent
Increase Increase

2013 2012 (Decrease) (Decrease)
Revenues:

Taxes
Sales and use 1,524,171$    1,439,506$    84,665$         6%
Franchise 145,824         158,673         (12,849)          -8%

Licenses and permits 322,735         240,289         82,446           34%
Charges for services 7,390             4,084             3,306             81%
Municipal court fines 115,194         98,365           16,829           17%
Interest 2,604             3,491             (887)               -25%
Miscellaneous 71,715           69,055           2,660             4%

Total revenues 2,189,633      2,013,463      176,170         9%

Expenditures:
Current:
  General government 584,677         598,326         (13,649)          -2%
  Public safety 963,622         997,883         (34,261)          -3%
  Highways and streets and parks 496,790         207,942         288,848         139%
  Capital outlay -                 176,800         (176,800)        -100%
Ecomonic development grants 150,000         -                 150,000         0%
Debt service
  Principal 9,747             10,846           (1,099)            -10%
  Interest and fiscal charges 990                -                 990                0%

Total expenditures 2,205,826      1,991,797      214,029         11%

Other financing sources (uses):
Transfers Out (197,372)        (194,423)        (2,949)            2%
Proceeds from note 206,250         -                 206,250         0%
Proceeds from capital lease -                 41,044           (41,044)          -100%

Net change in fund balance (7,315)$          (131,713)$      124,398$       94%

 
Proprietary funds.  The City’s proprietary fund provides the same type of information found in the 
government-wide financial statements, but in more detail. 
 
Unrestricted net position of the Water and Wastewater Fund at the end of the fiscal year amounted to 
$727,281.  The total change in net position was a $16,229 decrease.  Other factors concerning the 
finances of this fund have already been addressed in the discussion of the City’s business-type activities. 
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General Fund Budgetary Highlights 
 
The City did not amend the general fund budget during fiscal year 2013. 
 
General fund expenditures exceeded budgeted expenditures by $446,544. The largest departments where 
expenditures were greater than appropriations were highways, streets, and parks, in which the City 
purchased property for $278,313 and $150,000 in economic development grants that were not budgeted.  
 
Capital Assets 
 
The City’s investment in capital assets for its governmental and business type activities as of September 
30, 2013, amounts to $15,934,629 (net of accumulated depreciation).  This investment in capital assets 
includes land, buildings, water and wastewater systems, improvements, equipment, and infrastructure.   
 
Major capital asset events during the current fiscal year included the following: 
 
Governmental Activities: 

• $278,313 for the purchase of land. 
• $947,139 for the U.S. 180 median landscaping project. 
• $112,573 for street improvements on Ravenbend and Newell Dr. 
• $85,627 for streets in the Red Eagle subdivision. 
• $202,500 in capitalized engineering fees for the Lakeshore Bridge project. 

 
Business-type activities: 

• $41,359 for the purchase of a vactron. 
• $82,450 developer contribution of Red Eagle Phase 2 water and wastewater lines. 
• $138,477 for the Dyegard tie-in project. 
• $32,439 in capitalized engineering fees related to the Lakeshore Dr/I-20 Sanitary Wastewater and 

Lift Station project. 
• $24,334 in capitalized engineering fees related to the Red Eagle Pump Station project. 
• $255,426 in capitalized construction costs related to the Automated Meter System project. 

 
The City of Hudson Oaks Capital Assets 

(Net of Depreciation) 
 

2013 2012 2013 2012 2013 2012
Land 637,287$      358,974$      255,339$      255,339$      892,626$      614,313$      
Buildings 1,993,895     2,052,194     38,291          39,450          2,032,186     2,091,644     
Water plant -                -                3,245,121     3,217,824     3,245,121     3,217,824     
Distribution systems -                -                2,728,583     2,788,848     2,728,583     2,788,848     
Sewer systems -                -                1,652,102     1,637,059     1,652,102     1,637,059     
Automobiles 42,200          53,209          31,398          45,353          73,598          98,562          
Intangible Assets -                -                1,177,022     1,219,093     1,177,022     1,219,093     
Equipment -                7,105            50,059          19,457          50,059          26,562          
Improvements 98,743          110,619        -                -                98,743          110,619        
Infrastructure 2,550,589     1,512,032     -                -                2,550,589     1,512,032     
Construction in progress 1,121,801     954,451        312,199        3,400            1,434,000     957,851        
Total 6,444,515$   5,048,584$   9,490,114$   9,225,823$   15,934,629$ 14,274,407$ 

Governmental Activities Business-type Activities Total

Additional information on the City’s capital assets can be found in note 3 to the financial statements. 
 

11 



 

Long-Term Debt   City of Hudson Oaks’ Outstanding Debt 
 

2013 2012 2013 2012 2013 2012
Capital leases $ 20,451       $ 30,198        $ 33,972        $ 65,745        $ 54,423        $ 95,943        
Certificates of Obligation 2,203,713  2,306,030   4,922,184   5,097,823   7,125,897   7,403,853   
General Obligation bonds 902,940     904,116      808,157      940,035      1,711,097   1,844,151   
Notes Payable 206,250     -                  -                 -                 206,250      -                 
Total $ 3,333,354  $ 3,240,344   $ 5,764,313   $ 6,103,603   $ 9,097,667   $ 9,343,947   

Governmental Activities Business-type Activities Total

 Economic factors and the Next Year’s Budgets and Rates 
 
The City of Hudson Oaks realized positive growth in a number of areas during FY 2012-13. Sales and 
use tax revenue increased 5% over FY 2011-12, and license and permit revenues increased by 36% over 
FY 2011-12. The main factor for such a dramatic increase in license and permit revenues was the result 
of a total of twenty-six new residential permits issued during FY 2012-13. General Fund revenues for FY 
2012-13 of $2,172,040 exceeded FY 2011-12 revenues of $ 2,054,505 by $117,535. 
 
FY 2012-13 brought the development of several projects that will have a substantial impact on the City’s 
future economic condition. The US 180 beautification project has provided a major facelift of the City’s 
primary commercial corridor, including entry signage and landscaped medians. Engineering work is 
underway for several major transportation improvements which will allow the City to grow in strategic 
ways that maintain our residents’ desire to remain free of an ad valorem tax. Another way the City is 
working to maintain a healthy economic position is through public-private partnerships to bring regional 
entertainment and commercial opportunities to Hudson Oaks. One example is the Splash Kingdom Water 
Park, which opened in the summer of 2013. Expected to bring 150,000 unique visitors to the city, this 
development is a key component to sustaining the City’s economic health. 
 
Several enterprise fund projects being funded through the 2012 Certificate of Obligation debt issuance 
are also underway, including the implementation of automated meter reading infrastructure. Additional 
projects planned for this debt issuance include the design and construction of a surface water plant and a 
20-year capital improvement plan for the Hudson Oaks water supply and distribution system. 
 
The FY 2013-14 general fund budget continues the City’s conservative approach to fiscal matters. 
Although budgeted revenues and expenditures increased by 4.6% and 4.3%, respectively, budgeted 
revenues for FY 2013-14 remain essentially flat compared to actual collections in FY 2012-13 while 
revenues are expected to exceed expenditures by just over 1% during the year.  
 
Request for Information 
 
The 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 City Administrator, 210 
N. Lakeshore, Hudson Oaks, Texas 76087. 
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