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March 31, 2005  
 
 
 
Honorable Mayor, City Council, and Citizens of the City of Lubbock, Texas:  
 
We are pleased to submit the Comprehensive Annual Financial Report (CAFR) of the City of 
Lubbock, Texas (City) for the fiscal year ended September 30, 2004. The purpose of this report 
is to provide the City Council, citizens, representatives of financial institutions and others with 
detailed information concerning the financial condition and performance of the City of Lubbock. 
In addition, the report provides assurance that the City presents fairly, in all material respects, its 
financial position as verified by independent auditors.  
 
This report consists of management's representations concerning the finances of the City. 
Consequently, management assumes full responsibility for the completeness and reliability of all 
of the information presented in this report. To provide a reasonable basis for making these 
representations, management of the City has established a comprehensive internal control 
framework that is designed both to protect the government's assets from loss, theft, or misuse and 
to compile sufficient reliable information for the preparation of the City's financial statements in 
conformity with generally accepted accounting principals (GAAP). Because the cost of internal 
controls should not outweigh their benefits, the City's comprehensive framework of internal 
controls has been designed to provide reasonable rather than absolute assurance that the financial 
statements will be free from material misstatement. As management, we assert that, to the best of 
our knowledge and belief, this financial report is complete and reliable in all material respects.  
 
The City's financial statements have been audited by KPMG LLP, a firm of licensed certified 
public accountants. The goal of the independent audit was to provide reasonable assurance that 
the financial statements of the City for the fiscal year ended September 30, 2004, are free of 
material misstatement. The independent audit involved examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements; assessing the accounting 
principles used and significant estimates made by management; and evaluating the overall 
financial statement presentation. The independent auditor concluded, based upon the audit, that 
there was a reasonable basis for rendering an unqualified opinion that the City's financial 
statements for the fiscal year ended September 30, 2004, are fairly presented in conformity with 
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GAAP. The independent auditor's report is presented as the first component of the financial 
section of this report.  
 
The independent audit of the financial statements of the City was part of a broader, federally 
mandated "Single Audit" designed to meet the special needs of federal grantor agencies. The 
standards governing Single Audit engagements require the independent auditor to report not only 
on the fair presentation of the financial statements, but also on the audited government's internal 
controls and compliance with legal requirements, with special emphasis on internal controls and 
legal requirements involving the administration of federal awards. These reports are available in 
the City's separately issued Single Audit Report.  
 
GAAP require that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of Management's Discussion and Analysis 
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in 
conjunction with it. The City's MD&A can be found immediately following the report of the 
independent auditors.  
 

THE CITY AND ITS ORGANIZATION 

Population and Location 

The City is located in the northwestern part of the state commonly known as the South Plains of 
Texas. The City currently occupies a land area of 115 square miles and serves a population of 
206,290 (2004 estimated population).  Based on the 2000 Census, Lubbock is the 10th largest city 
in the State of Texas and the 13th largest Metropolitan Statistical Area (MSA).  The Lubbock 
MSA included just Lubbock County for the 2000 census, but it was changed in June of 2003 to 
include both Lubbock County and Crosby County. 
 
Form of Government and City Services 

The City was incorporated in 1909.  The City is empowered to levy a property tax on both real 
and personal properties located within its boundaries. It also is empowered by state statute to 
extend its corporate limits by annexation, which occurs periodically when deemed appropriate by 
the city council.  

 
The City has operated under the council-manager form of government since 1917. Policy-
making and legislative authority are vested in a city council consisting of the mayor and six other 
members. The City Council is responsible, among other things, for passing ordinances, adopting 
the budget, appointing committees, and hiring the City Manager, City Attorney, and the City 
Secretary. The City Manager is responsible for carrying out the policies and ordinances of the 
city council, for overseeing the day-to- day operations of the City, and for appointing the heads 
of the various departments. The council is elected on a non-partisan basis. Council members 
serve four-year staggered terms, with three council members elected every two years. The mayor 
is elected to serve a two-year term. Six of the council members are elected by district. The mayor 
is elected at large.  
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The City provides a full range of services that include public safety, the construction and 
maintenance of highways, streets, and other infrastructure, solid waste services and recreational 
activities and cultural events.  The City also provides utilities for electricity, water, wastewater, 
and storm water as well as a public transportation system.   
 
Public safety includes police protection and fire protection.  Police protection is provided 
through the Police Department, which includes 320 authorized police officers. The City’s Fire 
Department operates 14 fire stations and has 275 fire fighters and officers.    
 
Electric service in the City is provided by Lubbock Power and Light (LP&L), Xcel Energy and 
South Plains Electric Cooperative.  LP&L, the municipal electric company, has 63,076 meters in 
the City with an average daily consumption of 3,658,402 kwh.  LP&L has 14 substations, 997 
miles of distribution lines and 85 miles of transmission lines.  Natural Gas service is provided by 
Atmos Energy.   
 
Currently, the City obtains 80% of its drinking water supply from Lake Meredith and uses two 
ground water well fields in Bailey County and Roberts County to obtain the remaining 20%.  
The City provides water service to 72,505 meters.  The capacity of the City water system is 75 
million gallons per day with an average utilization of 39 million gallons per day.  The City has 
1,323 miles of distribution lines and 146 active water wells with 99,152 acres of water rights.  
The Canadian River Municipal Authority allocates more than $14 billion gallons of water to the 
City annually.  Lake Alan Henry, built by the City in 1993, is considered a tertiary (third) 
drinking water supply for future use. In order for the City to utilize water from Lake Alan Henry, 
future developments will be needed such as pump stations, a pipeline to carry the water to 
Lubbock and a new treatment plant.  
 
For the past several years, the City has been planning for future water needs.  In March 2003, the 
City contracted with WaterTexas, Inc. to evaluate and make recommendations on how the City 
could optimize existing and potential water supplies on a short-, mid-, and long-term basis.  In a 
report titled City of Lubbock Strategic Water Plan, WaterTexas reported that the City is in good 
shape provided that it takes steps to address its maximum day capacity limitations; addresses its 
ability to respond readily to drought conditions at Lake Meredith; and strategically develops 
additional supplies giving due consideration to demand, cost, opportunity, and competing 
budgetary needs.  Projects have been proposed in the FY2004-05 budget to address these issues. 
To strategically develop additional water supplies, the City Council established the Lubbock 
Water Advisory Commission in July 2003.  The primary objective of this Commission is to assist 
in the development of a 100-year water supply plan.  
 
Wastewater collection and treatment is provided within the city limits to residential, commercial, 
and industrial customers.  The collection system consists of 924 miles of sanitary sewer lines and 
60 miles of storm sewer lines.  The system has a capacity of 31.5 million gallons per day 
(permitted capacity) and an average utilization of approximately 19.5 million gallons per day.  
The peak utilization of the system is 26 million gallons per day.    
 
The City of Lubbock’s drainage is primarily conveyed through the City’s street system that 
discharges into more than 115 playa lakes.  The subsurface drainage, via storm sewer pipes with 
curb inlets, conveys water to two small intermittent streams (Blackwater Draw and Yellowhouse 
Draw) which both converge at the upper reaches of the North Fork of the Double Mountain Fork 
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of the Brazos River.  The City’s municipal separate storm sewer system (MS4) is made up of 
1,050 linear miles of paved and unpaved streets, 461 linear miles of paved and unpaved alleys, 
1,144 of storm sewer inlets, 70 miles of subsurface storm sewer pipe, three detention basins, 115 
playa lakes, and one pump station.  Maintenance of all of the storm sewers and street cleaning 
was funded from the Storm Water Fund during FY 03-04. 
 
During FY 03-04 the primary focus of the storm water fund was to complete the construction of 
the South Central Drainage Project and to get the first phase of the South Lubbock Drainage 
Project under construction.  Both were accomplished during the year.  Work was ongoing on the 
Maxey Park Feasibility Study and work began on a FEMA Restudy of two of the playa lake 
systems.  Compliance with the City’s MS4 Permit with the Environmental Protection Agency 
consists of eleven different programs that all continued during the year. 
 
The City also provides garbage collection and disposal services.  The City provides services to 
60,791 residential customers and 2,863 commercial customers.  The City has two landfill sites.  
One site is designated as Lubbock Landfill and is a transfer station only.  The second site is 
Lubbock’s newest landfill, the West Texas Region Disposal Facility.  The West Texas Region 
Disposal Facility is currently the largest landfill in the State of Texas with 1,260 acres and is 
expected to serve the region for the next 100 years.  
 
Citibus is the public transportation provider for the City. Citibus provides three primary types of 
services. They include a Fixed Route Service, CitiAccess (paratransit system), and Special 
Services. Citibus has also expanded service later into the evenings. The Citibus Evening Service 
is designed to meet the needs of both CitiAccess and fixed route passengers who are transit 
dependent and who would have no other means of transportation in the evenings if the Evening 
Service were not provided. A majority of Evening Service passengers work at night and use the 
service for transportation to and from job sites. Citibus is professionally managed by McDonald 
Transit Associates, Inc.  
 
The City has an aggressive housing and community development program implemented and 
administered through funding from the federal Community Development Block Grant program, 
HOME program, and Emergency Shelter Grant program.  This year the City completed work on 
over 225 houses, assisted over 18,000 individuals, and created 5 jobs through an economic 
development loan program. 
 
Community enrichment and cultural services are also major programs of the City.  The City 
owns and operates four libraries with over 382,000 volumes.  The City also owns and maintains 
76 parks and 55 playgrounds.  Extensive recreational facilities include 4 swimming pools, 60 
tennis courts, 31 baseball and softball fields, 5 recreation centers and 5 Senior Centers.  To 
further enhance quality of life and to provide support to the tourism industry, the City also owns 
the Civic Center (convention center), a coliseum, an auditorium for performing arts, and the 
Buddy Holly Center. 
 
The City is responsible for the construction and maintenance of highways and streets.  Currently 
the City has 975 miles of paved streets.  A new fund was established after the City Council 
passed a resolution in 2004 stating that 40% of the franchise fee revenue and telecom line 
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charges would be devoted to funding street projects.  This fund is called the Gateway Street 
Fund.  The funding will be used to fund the debt service on street projects as determined by the 
City Council.  The FY 2004-05 budget includes the widening of Milwaukee Avenue that will be 
funded out of the Gateway Street Fund.    
 
Other major road construction in the City includes the construction of the Marsha Sharp Freeway 
by the Texas Department of Transportation (TXDOT).  This freeway will run from West Loop 
289 east to link up with Interstate 27.  The first phase of the project is underway and includes 
widening Loop 289 from four to six lanes from 34th street to Slide Road and rebuilding the 
frontage road system under the main lanes – three lanes on each side.  It also includes building 
the 50th Street overpass and extending 50th Street to Frankford Avenue.  This phase of the project 
is now eighty percent complete.  TXDOT has just awarded the bid for the second phase of the 
Marsha Sharp Freeway to begin construction in 2005.  The Marsha Sharp Freeway will benefit 
the City by providing a western connection to West Loop 289 ensuring a more efficient flow of 
traffic throughout the City.  It will also reduce the congestion on north/south and east/west major 
arterials and give faster access to all points in Lubbock, specifically Texas Tech University, the 
central business district, education centers and medical facilities.  The entire project is expected 
to cost $256 million and be completed sometime after 2010. 
 
One of the key components of the City’s transportation system is the Lubbock Preston Smith 
International Airport, located 7 miles north of the City’s central business district on 3,000 acres 
of property adjacent to Interstate 27, operated as a department of the City.  The airport operates a 
220,000 square foot passenger terminal and has three runways; 11,500’ x 150’; 8,000’ x 150’; 
2869’ x 75’.  Air traffic control services include a 24-hour FAA control tower and a full range of 
instrument approaches.  Currently the airport is served by a total of 68 scheduled daily flights 
from four major airlines. 
 
The City is financially accountable for a legally separate, civic services corporation and an 
economic development corporation, both of which are reported separately within the City's 
financial statements as discretely presented component units. Additional information on these 
legally separate entities can be found in the notes to the financial statements.  
 
Annual Budget Process 
 
The annual budget serves as the foundation for the City's financial planning and control. All 
agencies of the City are required to submit requests for appropriation to the City Manager in June 
of each year. The City Manager uses these requests as the starting point for developing a 
proposed budget. The City Manager then presents this proposed budget to the council for review 
prior to August 31. The council is required to hold public hearings on the proposed budget and to 
adopt a final budget by no later than September 30, the close of the City's fiscal year. The 
appropriated budget is prepared by fund, function (e.g., public safety), and department (e.g., 
police). Department heads may request transfers of appropriations within a department. Transfers 
of appropriations between funds, however, require the approval of the City Council. Budget-to-
actual comparisons are provided in this report for the general fund, as part of the basic financial 
statements.  
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ECONOMIC CONDITION AND OUTLOOK 
 
The information presented in the financial statements is perhaps best understood when it is 
considered within the context of the City’s local economy.  The following information is 
provided to highlight a broad range of economic forces that support the City’s operations. 
 
 
Local Economy  
 
The City has a stable economy that has historically shown slow, steady growth and has continued 
that growth through October 2004.  The city’s economy is agriculturally based but has 
diversified over the past 20 years in order to minimize the affects of downturns in individual 
sectors.   
 
The Southern High Plains is one of the United State’s most productive agricultural areas.  
Twenty percent of the nation’s cotton crop is planted by South Plains farmers.  The 2002 Census 
of Agriculture reported that for the Lubbock Retail Trade area there was $2.7 billion in market 
value of agricultural products sold.  Crops were $1 billion and livestock was $1.7 billion.  The 
net cash farm income in 2002 for the area was $486 million. 
 
The city has a strong manufacturing, wholesale and retail trade, services and government sectors.  
The manufacturers are a diverse group of employers who support approximately 5,500 workers.  
A central location and access to transportation have contributed to the City’s development as a 
regional warehousing and distribution center. The city also serves as the major retail trade center 
and health-care provider for a region of more than a half a million people. A breakdown of  the 
percent of employment base by industry category has been provided  below that gives a 
“snapshot” of the industry base of the city. 
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Two major components of the local economy are education and health care services.  Lubbock is 
home to three universities and one community college; Texas Tech University, Lubbock 
Christian University, Wayland Baptist University – Lubbock Center and South Plains College.  
Enrollment in these schools has been steadily growing over the past few years except for a slight 
decrease from Fall 2003 to Fall 2004.  The availability of the schools in Lubbock is an added 
advantage for our industries as it provides a ready source of labor for their needs. 
 
The health-care and social services sector is also a vital component of the Lubbock economy.  It 
employs more than 17,000 people, whose payroll of $567.6 million and related contributions 
provide a substantial impact to the Lubbock area.  (Source:  2002 County Business Patterns) 
 
Other current and trend information has been provided below that gives a picture of the overall 
city economy.   
 
Lubbock Economic Index.  
 
The Lubbock Economic Index is designed to represent the general condition of the Lubbock 
economy, and is used to track local economic growth rates.  It is based at 100.0 in January 1996. 
The economic index for October 2004 was 124.4, which is 1.6% improved over the index for 
October 2003. 
 
As is the case at the national and state level, and in many other Texas metro areas, the Lubbock 
economy is in transition from a period of sluggishness in 2003 to recovery and growth in 2004, 
as shown in the graph below.  (Source:  Lubbock Economic Index October 2004) 
 

Lubbock Economic Index  
January 1996 to October 2004 
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Building Permit Valuations.   
 
Construction continues to make a strong contribution to the Lubbock economy, with the value of 
all building permits issued so far in 2004 up by 14.3% from last year’s total through October.  
The $369 million in building permits issued through the first ten months of 2004 continues the 
upward trend that has set records for the City for the last several years.  (Source:  Economic and 
Demographic Overview:  Building Valuations – 10-Year Trend / Original Source of Data:  Building Inspection Statistical Report) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Total new residential permits increased by 20.8% through October 2004 when compared to the 
same period in 2003.  The $256 million in residential building permits issued for the first 10 
months of 2004 also continues an upward trend that has been seen in the City over the last few 
years.  Average home sale price year-to-date through October 2004 also increased by 4% from 
October 2003 to October 2004.  (Source:  Economic and Demographic Overview:  Building Valuations – 10-Year 
Trend / Original Source of Data:  Building Inspection Statistical Report) 
 
Sales Tax Collections   
 
Sales tax collections for October 2004 were 26.91% improved over the October 2003 sales tax 
collected.  Year-to-date sales tax collections through October 2004 were 7.58% improved over 
the same period in 2003.    (Counted in the month the sales tax was collected, not the month it 
was paid)  (Source:  Economic and Demographic Overview; Monthly Sales Tax Collections – Calendar Year – City of 
Lubbock.  / Original Source of Data:  State Comptroller of Public Accounts – Allocation Historical Summary) 
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Tourism/Visitor Related Indicators   
 
Lodging tax receipts increased from $2.5 million in October 2003 to 2.6 million in October 2004.  
This is a year-to-date increase through October 2004 of 3.8%.   Airline boardings at Lubbock 
Preston Smith International Airport also increased in 2004  by 6.2% over the same period last 
year. (Source:  Lubbock Economic Index) 

Employment   

Total non-agricultural employment estimate for October 2004 was 130,600.  This was 1.3% 
improved over October of last year.  Average job growth for the first ten months of the year 
continues to improve, exceeding 1% for the first time in 2004.  1,600 more people were 
employed in October 2004 than in the same period of 2003.  The unemployment rate for the 
Lubbock MSA in October 2004 was 2.8%, 2nd lowest in the State of Texas.  Historically 
Lubbock has a low rate of unemployment that is generally 1% - 2% below the national rate and 
about 1% below the rate for Texas. (Source:  Lubbock Economic and Demographic Overview and 2004 Population 
and Economics Report / Original Source of data:  Texas Workforce Commission) 

 

 

 

 

 

 

 

 

 

 

 

Economic Development 

Economic development is a priority for the City.  The City Council created Market Lubbock, Inc. 
in FY 1995-96 to enhance and encourage economic development and job creation and to 
facilitate the development of new industries in the city and region.  Market Lubbock is funded by 
3 cents of the property tax allocation.  Over the last year, through their retention/expansion and 
industrial attraction programs, Market Lubbock assisted 6 companies in the creation of 600 new 
jobs with an estimated annual payroll of $12.8 million and capital investment of $2.98 million.  
Since Market Lubbock’s creation, they have assisted companies’ in the creation of more than 
6,900 jobs with an estimated annual payroll of $150.9 million and a capital investment of $253.8 
million.   
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In October 2004 Lubbock Economic Development Alliance (LEDA), the new economic 
development sales tax corporation, assumed the responsibility for economic development in the 
City.  Market Lubbock, Inc. will remain in place to handle the existing contracted obligations 
and will continue to receive 3 cents of property tax funding to pay off those obligations.  LEDA 
program strategies include business retention, business recruitment, workforce development, 
Foreign Trade Zone, and the BioScience Initiative.  LEDA is funded by a 1/8 cent economic 
development sales tax.   Total estimated revenues for LEDA for FY 2004-05 are $3,512,863. 

The city also has the Business Development Department that works closely with Market 
Lubbock and LEDA to provide the support needed to assist in their economic development 
projects.  Business Development is responsible for tracking and maintaining economic and 
demographic information for the City, assisting with city-related business issues, the enterprise 
zone and tax abatement programs, and the two Tax Increment Financing Reinvestment Zones 
and two Public Improvement Districts. Business Development also works with retail/commercial 
projects that do not fit the criteria required by the state for economic development sales tax 
corporations. 

Development Initiatives 

Overton Park.   

Overton Park is a 300+-acre revitalization project that is underway in the heart of the city.  It has 
been called the largest privately funded revitalization project in the United States.  Overton Park 
is the revitalization of a blighted area in the city called North Overton.  
 
The North Overton area was established in 1907 and over the next twenty years developed as a 
middle class neighborhood, with home ownership predominating.  Then in 1925 Texas Tech 
University (Texas Technological College) was established along the western boundary of the 
neighborhood.  Following World War II, the growth of Texas Tech University stimulated a need 
for student housing.  This need was provided by many non-conforming apartments, converted 
garages, and subdivided houses, reducing home ownership considerably.  Continued growth of 
Texas Tech encouraged development of apartment buildings, further destroying the stability of 
the area.  By the 1980’s, the Lubbock City Council recognized that the passage of time, market 
trends, and land use changes had created severe pressures on North Overton.  Through the 
1990’s, the situation in North Overton continued to stagnate.  Population was declining, 
vacancies were high, owner occupancy was only 7.3% of the properties compared to 51.5% in 
the city.  Crime was high in the area and many properties in the area were in poor condition, 
abandoned vehicles and weeds were prevalent, and there was little to attract anyone to this 
neighborhood other than extremely low values and rents. 

A local developer approached the city to discuss plans to redevelop the North Overton area.  The 
developer planned to purchase and redevelop about 90% of the North Overton area.  The 
developer and other property owners submitted a petition to the city and asked that the city 
establish a Tax Increment Financing Reinvestment Zone to provide the public funds for 
constructing public improvements in the proposed district. In response the city created the North 
Overton Tax Increment Financing Reinvestment Zone with participation from the city, county, 
High Plains Underground Water District and Lubbock County Hospital District.  This 
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public/private partnership provides for a significantly enhanced redevelopment of the North 
Overton area by using public funds for upgraded intersections, additional right-of-way 
landscaping, improved street lighting, park improvements, and street and utility 
replacement/reconstruction.  These infrastructure projects are designed to replace 70-year old 
utilities, provide new street lighting and signalization, upgrade Pioneer Park and provide for 
enhanced right-of-way landscaping, wider sidewalks and street furniture.  The plans called for 
street closures to allow for larger development projects, student housing will be provided, there 
will be a variety of well-planned housing projects, retail to support the neighborhood and the 
Tech student population; and the entire development will be pedestrian oriented. The city has 
approved site design guidelines for the development in Overton Park in order to ensure the high 
quality of this development project. 

It is anticipated that build-out of this public/private partnership will occur over a seven year 
period.  It is expected that the North Overton Area Tax Increment Financing Reinvestment Zone 
planned expenditure of approximately $51.9 million for public infrastructure improvements will 
result in future development/redevelopment in the Zone which will increase the taxable value by 
approximately $317 million over the Zone’s 30-year life.   

At this time, two student-oriented apartment complexes have been completed and a third is under 
construction.  The Centre, a $26 million, 618,000 square foot plus project that includes the 
construction of a multi-story apartment complex built over an upscale retail shopping center and 
more than 226,000 square feet of parking, is nearing completion.  City Bank is also nearing 
completion of their new 10,000 square foot bank facility.  Walmart has announced their intention 
of building a 200,000 square foot plus store that will be built near the southwest corner of 4th 
street and Avenue Q, groundbreaking expected to be in 2005.   Also in 2005, it is expected that 
ground will be broken on the first single-family houses in Overton Park as well.  The project as a 
whole is running about three years ahead of schedule, with construction now expected to be done 
by the end of 2007. 

North & East Lubbock Community Development Corporation 
During the last 50 years, while Lubbock grew, North and East Lubbock has experienced an out-
migration of people.  From 1960 to 2000, the area’s population decreased by 47%.  Concluding 
that portions of northern and eastern Lubbock were in serious disrepair, the city and the North & 
East Lubbock Development Advisory Committee decided to take action.  The solution was to 
create a comprehensive master development plan that would depict a clear direction for the 
future and a way to achieve the desired future.  The master plan was completed in October 2004.  
The city created the North & East Lubbock Community Development Corporation to oversee 
and promote development in the area and is providing funding to the CDC for the next five 
years.  
 
Central Business District Tax Increment Reinvestment Zone 
 
The City of Lubbock Central Business District (CBD) has been typically developed over the 
years with office, retail and governmental agency uses.  Like many cities, retail has moved to 
shopping areas and other areas outside the CBD and office development has stagnated.  In an 
effort to reverse that trend and to stimulate further development downtown, the City in 
December 1986 established a Tax Increment Financing (TIF) District within the Neighborhood 
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Development Program Area under Texas Urban Renewal Law.  This district included a large 
portion of the CBD and the North and South Overton neighborhoods.  Unfortunately, with the 
real estate market downturn in the late 1980’s and conversion of space from private to public 
use, the existing TIF had a tax value below the TIF 1986 base value and was terminated. 
 
At this time, CBD values appear to have stabilized and have increased slightly over the last two 
years.  To provide further stimulus to development and redevelopment in the CBD, the City 
established a new CBD Tax Increment Finance Reinvestment Zone (TIRZ) on December 3, 2001 
with a different Boundary than the former TIF.  The Board of the CBD TIRZ created a project 
plan that included projects that will assist redevelopment in the CBD.  It is expected that the 
Central Business District Tax Increment Financing Reinvestment Zone planned expenditure of 
almost $8.4 Million for public infrastructure improvements will result in future development and 
redevelopment in the Zone which will increase the taxable value by approximately $106 Million 
over the Zone’s 20-year life. 

 

FINANCIAL INFORMATION 

Long-term financial planning.  

The City uses a 10-year rate model for long-range planning in the general fund and all enterprise 
funds. During fiscal year 2003 the City formed the Citizens Advisory Committee to survey City-
wide infrastructure needs and priorities. The committee developed a six-year program for future 
capital needs for which general obligation bonds will be issued. The bond issuance was approved 
by the citizens of Lubbock in a bond election held in May, 2004. 
 
Cash management policies and practices.  
 
Cash temporarily idle during the year was invested in certificates of deposit, obligations of the 
U.S. Treasury and U.S. Agencies and investment pools. The maturities of the investments range 
from 1 day to 3 years, with an average maturity of approximately 7 months. The average yield on 
investments was 1.251 percent for the City's operating funds and 1.409 percent for the City's 
bond funds. Investment income may include appreciation in the fair value of investments. 
Increases in fair value during the current year, however, do not necessarily represent trends that 
will continue; nor is it always possible to realize such amounts, especially in the case of 
temporary changes in the fair value of investments that the City intends to hold to maturity.  
 
Risk management.  
 
During 2004, the City continued its use of third party workers' compensation coverage. The 
current coverage provides for coverage to begin with the initial dollar of claims. The City is 
primarily self-insured for medical and dental coverage. Stop loss coverage of $150,000, per 
insured per year, is currently maintained with a third party insurer to mitigate risk associated 
with medical coverage. Additional information on the City's risk management activities can be 
found in the notes to the financial statements.  
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Honorable Mayor, City Council, 
And Citizens of the City of Lubbock, Texas 
March 31, 2005 
 
Pension benefits.  
 
The City sponsors a multiple-employer hybrid defined benefit pension plan for its employees 
other than firefighters. Each year, an independent actuary engaged by the plan calculates the 
amount of the annual contribution that the City must make to the plan to ensure that the plan will 
be able to fully meet its obligations to retired employees on a timely basis. As a matter of policy, 
the City fully funds each year's annual required contribution to the pension plan as determined by 
the actuary.  As a result of the City’s conservative funding policy, the City has succeeded as of 
December 31, 2002, in funding 76.3 percent of the present value of the projected benefits earned 
by employees. The remaining unfunded amount is being systematically funded over 25 years as 
part of the annual required contribution calculated by the actuary.  
 
The City also provides benefits for its firefighters. These benefits are provided through a single-
employer defined benefit pension plan, the Lubbock Firemen's Relief and Retirement Fund 
(LFRRF), which is administered by the Board of Trustees of the LFRRF. The City contributes an 
amount that is determined by formula and is anticipated to average19.9 percent of firefighter's 
pay annually.  
 
The City does provide 25% - 60% of post retirement health and dental care benefits for retirees 
or their dependents. 
 
Additional information on the City's pension arrangements and post employment benefits can be 
found in the notes to the financial statements.  
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City of Lubbock, Texas 
Management’s Discussion and Analysis 
For the Year Ended September 30, 2004 

 
As management of the City of Lubbock, Texas (City), we offer readers this narrative 
overview and analysis of the financial activities of the City for the fiscal year ended 
September 30, 2004.   
 
We encourage readers of these financial statements to consider the information included in 
the transmittal letter and in the other sections of the Comprehensive Annual Financial Report 
(CAFR) e.g., combining statements and the statistical section in conjunction with this 
discussion and analysis.   
 
Financial Highlights 

 
These financial highlights summarize the City’s financial position and operations as 
presented in more detail in the Basic Financial Statements (BFS), as listed in the 
accompanying Table of Contents. 
 
• The assets of the City exceeded its liabilities at September 30, 2004 by $546 million (net 

assets).  Of this amount, $51 million (unrestricted net assets) may be used to meet the 
City’s ongoing obligations to citizens and creditors. 

• The City’s total net assets decreased by nearly $2.7 million as a result of operations 
during the fiscal year. 

• The ending unreserved fund balance for the General Fund was $12.1 million or 
approximately 13.5% of total General Fund expenditures, or 14.0% of total General Fund 
revenues. 

• All of the City’s governmental funds reported combined ending fund balances of $47.7 
million.  Of this total amount, $13.8 million is available for spending at the City’s 
discretion. 

• All of the City’s business-type activities reported combined ending net assets of $442.4 
million.  Of this total amount, $41.2 million is available for spending at the City’s 
discretion.  

• The City’s proprietary funds net assets decreased by nearly $5.0 million from $437.1 
million to $432.1 million.  The Electric Fund (Lubbock Power & Light or LP&L) ended 
the year with operating income of nearly $3.3 million erasing a $6.3 million operating 
loss experienced in the prior year.  

• Near the end of the fiscal year, the City issued $22.6 million of bonds to refund $23.2 
million in outstanding bonds.  As a result of this transaction, the City will experience an 
economic gain of $0.8 million and an accounting loss of $1.0 million, with 4.2% in 
present value savings. 
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City of Lubbock, Texas 
Management’s Discussion and Analysis 
For the Year Ended September 30, 2004 

 
 

Overview of the Financial Statements 
 
Basic Financial Statements.  Management’s Discussion and Analysis (MD&A) is intended 
to serve as an introduction to the City’s BFS.  The BFS are comprised of three components:  
1) Government-Wide Financial Statements (GWFS), 2) Fund Financial Statements (FFS), 
and 3) Notes to Basic Financial Statements (Notes).  This CAFR also contains other 
supplementary information in addition to the BFS. 
 

Government-Wide Financial Statements.  The GWFS, shown on pages 35-37 of this 
report, contain the statement of net assets and the statement of activities, described below: 

 
The statement of net assets presents information on all of the City’s assets and 
liabilities (including capital assets and short- and long-term liabilities), with the 
difference between the two reported as net assets using the accrual basis.  Over time, 
increases or decreases in net assets serve as a useful indicator of whether the financial 
position of the City is improving or deteriorating. 

 
The statement of activities presents a comparison between direct expenses and 
program revenues for each of the City’s functions or programs (referred to as 
“activities”).  Direct expenses are those that are specifically associated with an 
activity and are therefore clearly identifiable with that activity.  Program revenues 
include charges paid by the recipient of the goods or services offered by the program, 
in addition to grants and contributions that are restricted to meeting the operational or 
capital requirements of a particular activity.  Revenues that are not directly related to 
a specific activity are presented as general revenues.  The comparison of direct 
expenses with revenues from activities identifies the extent to which each activity is 
self-financing, or alternatively, draws from any City generated general revenues.  The 
governmental activities (activities that are principally supported by taxes and 
intergovernmental revenues) of the City include administration of community 
services, electric (street lighting), financial services, fire, general government, human 
resources, police, streets, and public works.  The business-type activities (activities 
intended to recover all of their costs through user fees and charges) of the City 
include Electric (LP&L), Water, Sewer, Solid Waste, Stormwater, Transit, and 
Airport.  All changes in net assets are reported as soon as the underlying event giving 
rise to the change occurs (accrual basis), 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, such as uncollected taxes and 
earned but unused vacation leave. 

 
 
 

20



City of Lubbock, Texas 
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Component Units.  The GWFS include not only the City itself (the “primary 
government”), but also two legally separate entities (the “component units):  Market 
Lubbock Economic Development Corporation, d/b/a Market Lubbock, Inc. and Civic 
Lubbock, Inc., for which the City is financially accountable.  These entities provide 
economic development services and arts and cultural activities for the City.  Financial 
information for these component units is reported separately in the GWFS in order to 
differentiate them from the City’s financial information.  Neither of these component 
units are considered major component units.   
 
Fund Financial Statements.  A fund is defined as a fiscal and accounting entity with 
a self-balancing set of accounts recording cash and other financial resources, together 
with all related liabilities and residual equities or balances, and changes therein, 
which are segregated for the purpose of carrying on specific activities or attaining 
certain objectives in accordance with special regulations, restrictions, or limitations.  
The principal role of funds in the new financial reporting model is to demonstrate 
fiscal accountability.  The City, as with other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related legal 
requirements.   
 
The focus of the FFS is on major funds.  Major funds are those that meet minimum 
criteria (a percentage of assets, liabilities, revenue, or expenditures/expenses of fund 
category and of the governmental and enterprise funds combined), or those that the 
City chooses to report as major funds given their qualitative significance.  Nonmajor 
funds are aggregated and shown in a single column in the appropriate financial 
statements.  Combining schedules of nonmajor funds are included in the CAFR 
following the BFS.  All of the funds of the City can be divided into three categories: 
governmental funds, proprietary funds, and fiduciary funds. 
 
Governmental FFS.  Governmental funds are used to account for essentially the 
same functions reported as governmental activities in the GWFS.  However, unlike 
the GWFS, governmental FFS focus on near-term inflows and outflows of spendable 
resources, as well as on balances of spendable resources available at the end of the 
City’s fiscal year.  Such information is useful in evaluating the City’s near-term 
financing requirements. 
 
Because the focus of governmental funds is narrower than that of the GWFS 
(modified accrual versus accrual basis of accounting, and current financial resources 
versus economic resources), it is useful to compare the information presented for 
governmental funds with similar information presented for governmental activities in 
the GWFS.  By doing so, readers may better understand the long-term impact of the 
near-term financing decisions.  Reconciliations are provided for both the 
governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances to facilitate the comparison between 
governmental funds and governmental activities. 
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The City maintains 24 individual governmental funds.  Information is presented 
separately in the governmental fund balance sheet and in the governmental fund 
statement of revenues, expenditures, and changes in fund balances for the General 
Fund only.  The General Fund is considered to be a major fund.  Data from the other 
governmental funds are combined into a single aggregated presentation.  The City 
adopts a budget annually for the General Fund and all other funds. A budgetary 
comparison statement has been provided for the General Fund to demonstrate 
compliance with this budget.  It is presented in the FFS following the statement of 
changes in revenues, expenditures, and changes in fund balances.  The governmental 
FFS can be found on pages 39-43 of this report. 

 
Proprietary FFS.  The City maintains two different types of proprietary funds.  
Enterprise funds are used to report the same functions presented as business-type 
activities in the GWFS.  Enterprise FFS provide the same type of information as the 
GWFS, only in more detail.  The City uses enterprise funds to account for its Electric 
(LP&L), Water, Sewer, West Texas Municipal Power Agency (WTMPA), 
Stormwater, Transit, Solid Waste, and Airport activities, of which the first five 
activities are considered to be major funds by the City and are presented separately.  
The latter three activities are considered nonmajor funds by the City and are 
combined into a single aggregated presentation.   
 
Internal service funds are an accounting device used to accumulate and allocate costs 
internally among the City’s various functions.  The City uses internal service funds to 
account for its fleet of vehicles, management information systems, risk management, 
print shop, and central warehouse activities among others.  The services provided by 
the internal service funds benefit both governmental and business-type activities, and 
accordingly, they have been included within governmental activities and business-
type activities, as appropriate, in the GWFS.  All internal service funds are combined 
into a single aggregated presentation in the proprietary FFS.  Reconciliations are 
provided for both the proprietary fund statement of net assets and the proprietary fund 
statement of revenues, expenses, and changes in fund net assets to facilitate the 
comparison between enterprise funds and business-type activities.  The proprietary 
FFS can be found on pages 44-55 of this report. 
 
Fiduciary FFS.  Fiduciary funds are used to account for resources held for the 
benefit of parties outside the government.  Fiduciary funds are not reflected in the 
GWFS because the resources of those funds are not available to support the City’s 
own programs.  The City presents an agency fund as its only fiduciary fund in the 
FFS.  The fiduciary FFS can be found on page 56 of this report.  

 
Notes to Basic Financial Statements.  The Notes provide additional information that is 
essential to a full understanding of the data provided in the GWFS and FFS.  The Notes 
can be found on pages 57-90 of this report. 
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Required Supplementary Information Other Than MD&A.  The City has presented 
required supplementary information relating to its progress in funding its obligation to 
provide pension benefits to its employees in the Notes to the BFS.   

 
Government-Wide Financial Analysis 
 
As noted earlier, net assets serve as a useful indicator of the City’s financial position.  For the 
City, assets exceeded liabilities by $546 million (net assets) at the close of the fiscal year.  
This compared to assets exceeding liabilities by $549 million (net assets) at the end of the 
prior fiscal year.  As a result of operations, total net assets decreased by $2.7 million during 
the period. 
 
By far the largest portion of the City’s net assets, 78.7%, reflect its investment in capital 
assets, e.g., land, buildings, infrastructure, machinery, and equipment, less any related debt 
used to acquire those assets that is still outstanding at the close of the fiscal year.  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 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. 
      
        

2004 2003 2004 2003 2004 2003
Current and other assets 100,489$     78,784         177,959       188,077       278,448             266,861       
Capital assets 129,014       121,735       611,703       617,465       740,717             739,200       

Total assets 229,503       200,519       789,662       805,542       1,019,165          1,006,061    
Current liabilities 48,739         25,697         44,156         37,774         92,895               63,471         
Noncurrent liabilities 76,423         73,138         303,173       320,024       379,596             393,162       

Total liabilities 125,162       98,835         347,329       357,798       472,491             456,633       
Net assets:

net of related debt 74,433         78,475         355,816       371,427       430,249             449,902       
Restricted 20,339         4,391           45,417         43,389         65,756               47,780         
Unrestricted 9,569           18,818         41,190         32,928         50,759               51,746         

Total net assets 104,341$     101,684       442,423       447,744       546,764             549,428       

Invested in capital assets, 

City of Lubbock Net Assets
September 30

(in 000's)

Governmental
Activities

Business-Type
Activities Total

 
An additional portion of the City’s net assets, 12%, represents resources that are subject to 
external restrictions on how they may be used.  The remaining balance of unrestricted net 
assets of $50.7 million may be used to meet the City’s ongoing obligations to citizens and 
creditors.   
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The City also reports positive balances in all three categories of net assets for the City as a 
whole, as well as for its separate governmental activities, and business-type activities. 
 
The City’s governmental activities experienced an increase in net assets of $2.7 million, 
while net assets decreased by $8.5 million during the prior fiscal year.  This increase is 
primarily a result of strong growth in new construction and better than anticipated sales tax 
revenues coupled with a concentrated effort by City management to contain expenditures.  
This is the second year in a row that the City Council has been able to cut property tax rates 
while streamlining City operations.  
 
The City’s business-type activities experienced a decrease in net assets of $5.3 million during 
the current fiscal year as compared to an increase of $3.6 million during the prior fiscal year.  
This decrease in net assets resulted from a change in accounting estimate on the life of the 
City’s landfill.  This change in accounting estimate resulted in the nearly doubled 
depreciation in the Solid Waste Fund. 
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Changes in Net Assets 
Details of the following summarized information can be found on pages 36-37 of this report. 
 

Revenues: 2004 2003 2004 2003 2004 2003
Program Revenues:

Charges for services 12,713$      13,888       181,411     178,536     194,124       192,424     
Operating grants and contributions 9,643          12,137       6,739         5,219         16,382         17,356       
Capital grants and contributions -              -             9,269         7,909         9,269           7,909         

General Revenues:
Property taxes 44,497        42,303       -             -              44,497         42,303       
Sales taxes 30,555        29,092       -             -              30,555         29,092       
Other taxes 3,793          3,712         -             -              3,793           3,712         
Franchise fees 9,654          6,613         -             -              9,654           6,613         
Grants/contributions not restricted
    to specific programs -              -             -             259             -               259            
Other 4,274          3,834         2,932         2,737         7,206           6,571         

Total revenues 115,129      111,579     200,351     194,660     315,480       306,239     
Expenses:

Administrative/Community Services 22,313        21,793       -             -              22,313         21,793       
Electric 2,471          2,373         -             -              2,471           2,373         
Financial Services 2,387          1,965         -             -              2,387           1,965         
Fire 21,998        20,207       -             -              21,998         20,207       
General Government 20,562        21,009       -             -              20,562         21,009       
Human Resources 777             786            -             -              777              786            
Police 33,249        31,429       -             -              33,249         31,429       
Planning and Transportation 10,789        9,827         -             -              10,789         9,827         
Public Works 3,078          9,856         -             -              3,078           9,856         
Interest on long-term debt 4,593          3,346         -             -              4,593           3,346         
Electric -              -             110,591     105,216     110,591       105,216     
Water -              -             27,879       27,461       27,879         27,461       
Sewer -              -             17,020       17,248       17,020         17,248       
Solid Waste -              -             17,662       19,559       17,662         19,559       
Stormwater -              -             5,357         3,315         5,357           3,315         
Transit -              -             10,565       9,163         10,565         9,163         
Airport -              -             6,853         6,479         6,853           6,479         
Golf -              -             -             21               -               21              

Total Expenses 122,217      122,591     195,927     188,462     318,144       311,053     

special items and transfers (7,088)         (11,012)      4,424         6,198         (2,664)          (4,814)        
Special items -                  -                 -             -              -               -             
Transfers 9,745          2,554         (9,745)        (2,554)        -               -             
Change in net assets 2,657          (8,458)        (5,321)        3,644         (2,664)          (4,814)        
Net assets - beginning of year 101,684      110,142     447,744     444,100     549,428       554,242     
Net assets - end of year 104,341$    101,684     442,423     447,744     546,764       549,428     

Change in net assets before

City of Lubbock Changes in Net Assets
For the Year Ended September 30

(in 000's)

Governmental
Activities

Business-
Type

Activities Totals
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Governmental activities.  Governmental activities increased the City’s net assets by $2.7 
million.  Key elements of the increase follow: 

 

• Transfers to/from business-type activities during the fiscal year increased governmental 
activities net assets by $9.7 million.  During the prior fiscal year these transfers increased 
governmental activities net assets by approximately $2.7 million.  This is a net increase 
of $7.1 million in resources to governmental activities, which is the primary factor for the 
increase in net assets.  Transfers from the business-type activities included payments in 
lieu of taxes, franchise fees, and indirect costs of operations for centralized services such 
as payroll and purchasing. 

 

• Total expenses decreased by nearly $.4 million from the prior year due primarily to a 
payment made in the prior year of $5.5 million for the City’s share of the Marsha Sharp 
Freeway Project.  This project will be owned and maintained by the State of Texas.  
However, the governmental activities did increase planning and transportation spending 
of $1.0 million for the City’s streets and had an increase in public safety spending, police 
and fire of $3.6 million--a result of the City Council’s commitment to public safety. 

 

• Revenues increased by approximately $3.6 million.  The key factors impacting this 
increase include increases in property taxes of $2.1 million due to the additional property 
being added to the tax rolls, increases in franchise fees of $3.0 million due to changes in 
the fee structures, and increases in sales taxes of nearly $1.5 million.  Also, charges for 
services and operating grants and contributions decreased by $1.1 million and 2.5 
million, respectively. 

 
This graph depicts the expenses and program revenues generated through the City’s various 
governmental activities. 
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The following graph reflects the source of the revenue and the percentage each source 
represents of the total. 
 

Revenues by Source - Governmental Activities
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Business-type activities.  Business-type activities decreased the City’s net assets by $5.3 
million as a result of operations.  Key elements of this increase follow: 
 
• Charges for services for business-type activities increased by $2.9 million.  This is 

mainly due to increased sales in the Electric Fund (LP&L) with revenues up nearly $10.8 
million over the prior year.  Sales for the water fund were $.9 million less than the prior 
fiscal year in spite of an increase in rates, because 2004 was the second wettest year in 
recorded history for the City.  WTMPA revenues were impacted because of the capital 
lease of the co-generation power plant JRM8 to the Electric Fund.  The plant was not 
utilized due to the continued high natural gas prices.   
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• Capital grants and contributions continue to be a significant revenue source for the 

Electric (LP&L), Airport, Water, and Sewer Funds during the current fiscal year, 
producing nearly $9.3 million in revenue.  This is comparable to the prior fiscal year’s 
support of $7.9 million.  These contributions primarily came from federal grants and 
from water and sewer lines and taps that were funded by property owners. 

 
• Expenses increased in total by $7.5 million over the prior fiscal year.  This is mainly due 

to the increased cost of operations for electric activity, which increased nearly $5.4 
million over the prior year.  The stormwater activity experienced a $2.0 million increase 
in expenses due primarily to scheduled interest payments on debt.  The transit activity 
expenses increased by $1.4 million over the prior year due to the increased cost of 
personal services and other services.  

 
The following graph reflects the revenue sources generated by the business-type activities.  
As noted earlier, these activities include Electric (LP&L), Water, Sewer, Solid Waste, 
Transit, WTMPA, Airport, and Stormwater Drainage. 
 
 

Revenues by Source   – Business-type Activities 
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Financial Analysis of the City’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 
serves as a useful measure of the City’s resources available for spending at the end of the 
fiscal year. 
 
At the end of the fiscal year the City’s governmental funds reported combined ending fund 
balances of $47.7 million.  This compared to $50.3 million at the end of the prior fiscal year.  
A significant portion of this decrease resulted from the planned spend-down of fund balance 
in the Capital Projects Fund.  This resulted in a reduction of net assets of $5.7 million.  This 
reduction was partially offset by the results of operations of the General Fund that ended the 
year adding $3.3 million to net assets.  Of the ending governmental fund balance, $13.8 
million or 28.9% constituted unreserved fund balance, which is available for spending at the 
City’s discretion.  This compared to $10.6 million or 21.1% at the end of the prior fiscal year.  
The remainder of the fund balance is reserved to indicate it has already been committed to, 1) 
pay debt service, 2) use in construction of approved capital projects, or 3) for other restricted 
purposes. 
 
The General Fund is the chief operating fund of the City.  At the end of the fiscal year, 
unreserved fund balance in the General Fund was approximately $12.1 million compared to 
$8.4 million in the previous fiscal year, representing an increase of $3.7 million.  Total fund 
balance (reserved and unreserved) approximated $12.7 million at the end of the fiscal year 
compared to $9.4 million at the end of the prior fiscal year.  As a measure of the General 
Fund’s liquidity, it is useful to compare both unreserved fund balance and total fund balance 
to total fund expenditures.  Unreserved fund balance represented 13.4% of total General 
Fund expenditures compared to 9.8% of total General Fund expenditures in the prior year.  
Total fund balance represented 14.1% of total General Fund expenditures compared to 11.0% 
in the prior year.  The increase in fund balance is primarily a result of strong growth in new 
construction and better than anticipated sales tax revenues, coupled with a concentrated effort 
by City management to contain expenditures.   
 
Proprietary funds.  The City’s proprietary funds provide essentially the same type of 
information found in the GWFS, but in more detail.   
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Unrestricted net assets of the major proprietary funds at the end of September 30 are shown 
next with amounts presented in 000s: 
 

2004 2003
Electric Fund 7,006$                  2,367                  
Water Fund 14,078                  15,551                
Sewer Fund 6,343                    4,286                  
WTMPA 1,743                    2,155                  
Stormwater 1,305                    869                     

30,475$               25,228              

 
 
The Electric Fund (LP&L) increased unrestricted net assets by $4.6 million as opposed to a 
decrease of $.4 million during the prior year.  This is mainly due to the results of operations, 
a capital contribution from the Water, Sewer, Stormwater, and Solid Waste Funds of $1.8 
million for prior years costs of the utility billing system and a decision by City Council not to 
charge for payments in lieu of taxes and franchise fees until adequate cash reserves are 
established. 
 
The Water Fund reflected a current year decrease in unrestricted net assets of nearly $1.5 
million compared to an increase of $3.6 million during the prior year.  This is due to 
decreases in consumption.  Despite a raise of approximately 3% in water rates, revenues were 
down with record rainfall. 
 
The Sewer Fund reflected a current year increase in unrestricted net assets of approximately 
$2.1 million compared to a $1.9 million decrease during the prior year.  This is primarily due 
to sewer rates increases to all customers.   
 
The WTMPA Fund reflected a decrease in unrestricted net assets of $.4 million primarily as a 
result of operations.  The prior fiscal year’s change was an increase in unrestricted net assets 
of $2.5 million. 
 
The Stormwater Fund experienced an increase in unrestricted net assets of $.4 million during 
the fiscal year compared to a $1.6 million increase in the prior fiscal year.  The increase 
continues to be due to an increase in stormwater rates of nearly 200%.  This increase was 
necessitated to provide long-term funding for system improvements, maintenance, and flood 
prevention. 
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General Fund Budgetary Highlights 
 
Differences between the original budget and the final amended budget were minimal.  This is 
a result of the truth-in-budgeting initiative championed by the City Council.  This resulted in 
fewer amendments as City management also made a concentrated effort to reduce spending 
and streamline operations. This also resulted in a planned increase in the General Fund’s 
fund balance.   
 
Adjustments were made to expenditures to lessen the impact of the net reductions in transfers 
from LP&L.  The General Fund ended the fiscal year with expenditures more than $1.3 
million less than budgeted.  
 
As noted earlier, the City chose to issue $22.6 million in bonds to refund $23.2 million in 
outstanding debt.  This resulted in present value savings of $836,312, decreasing total debt 
service requirements by $874,031.  The transaction resulted in an accounting loss of 
$1,019,912. 
 
Due to stronger than anticipated growth in new construction and better than expected sales 
tax revenue, actual revenues were nearly $3.3 million more than budgeted for the fiscal year.   
 
Capital Assets and Debt Administration 
 
Capital assets.  The City’s investment in capital assets for its governmental and business-
type activities at September 30, 2004 amounted to $741 million, net of accumulated 
depreciation.  This was a $1.5 million increase over the prior fiscal year’s balance of $739 
million, net of accumulated depreciation.  This investment in capital assets includes land, 
buildings and improvements, equipment, construction in progress, and infrastructure.   
 
Major capital asset events during the fiscal year included the following: 

 
• Work continued in the Water Fund with another $3.3 million expended on the 

construction of water lines ahead of the Marsha Sharp Freeway.  Total expenditures on 
the project to date are $4.3 million. 

 
• $1.7 million was expended on Cell II construction at the landfill.  Total expenditures on 

the project to date total $3.9 million. 
 
• $1.3 million was expended on the construction of the MacKenzie Park Amphitheater. 

Expenditures to date on the project total $1.7 million. 
 
• Scheduled improvements to LP&L’s distribution infrastructure amount to $4 million. In 

addition, the Electric Fund spent an additional $3.2 million on a new substation to 
provide service to South and Southeast Lubbock.  Total expenditures for this project to 
date total $3.7 million. 
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• The City continues work on a flood relief project linking South Lubbock’s chain of playa 
lakes with an underground drainage system spending $3.2 million during the fiscal year.  
Expenditures to date on the project total $4.8 million. 

 
At the end of the fiscal year, the City has construction commitments of $113 million. 
 

2004 2003 2004 2003 2004 2003
Land 8,608$         7,996           31,676         31,676          40,284          39,672          
Buildings 23,794         25,602         68,302         71,525          92,096          97,127          
Improvements other 
     than buildings 37,183         37,100         330,842       329,618        368,025        366,718        
Machinery and equipment 15,957         14,881         66,922         79,957          82,879          94,838          
Construction in progress 43,472         36,156         113,961       104,689        157,433        140,845        
Total 129,014$     121,735     611,703     617,465      740,717        739,200      

City of Lubbock Capital Assets

September 30
(in 000's)

Business-

(Net of Accumulated Depreciation)

Totals
Governmental Type

Activities Activities

 
Additional information about the City’s capital assets can be found on pages 70-72 of this 
report. 
 
Long-term debt.  A summary of the City’s total outstanding debt follows:  
 
 

2004 2003 2004 2003 2004 2003
General obligation bonds 70,221$     69,808       215,664       226,127        285,885       295,935       
Revenue bonds -                 -                 94,605         101,295        94,605         101,295       
Total 70,221$     69,808     310,269     327,422      380,490      397,230      

Totals

General Obligation and Revenue Bonds
September 30

City of Lubbock Outstanding Debt

(in 000's)

Business-
Governmental Type

Activities Activities

There is no direct debt limitation in the City Charter or under State law.  The City operates 
under a Home Rule Charter that limits the maximum tax rate for all City purposes to $2.50 
per $100 of assessed valuation.  The Attorney General of the State of Texas permits an 
allocation of $1.50 of the $2.50 maximum tax rate for general obligation bonds debt service.  
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The current interest and sinking fund tax rate per $100 of assessed valuation is $0.09496, 
which is significantly below the maximum allowable tax rate. 
 
Over the fiscal year, the City’s total outstanding debt decreased by $16.74 million, or 4.2%.  
This is compared to an increase of $62.5 million, or 18.8%, during the prior fiscal year.   
The decrease in outstanding debt is attributed to the payment of scheduled debt service 
totaling $21.28 million and a reduction in outstanding debt of $.585 million as a result of the 
refunding.  The reductions in outstanding debt were offset by the issuance of $5.125 million 
in debt to fund streets projects and the capital improvements plan. 
 
During the fiscal year, the City issued $2.025 million of General Obligation Bonds, Series 
2004.  This issuance was the first installment of the $30 million capital improvement debt 
issuance approved by voters in 2004 to fund the current capital improvements plan.  The City 
also issued $3.1 million in Tax and Waterworks System Surplus Revenue Certificates of 
Obligation, Series 2004.  This issuance funded streets projects that included right-of-way 
costs on the Marsha Sharp Freeway project, environmental study costs for future 
thoroughfares, and for citywide traffic signals and streetlights. 
 
The City also issued $22.62 million of General Obligation Refunding Bonds, Series 2004 to 
defease $23.205 million in outstanding bonds. 
 
All bonds issued during the fiscal year were insured to provide a lower cost of interest 
expense for the City’s taxpayers.  It is the City’s policy to evaluate each bond issue to 
determine whether it is economically feasible to purchase bond insurance. 
 
The City of Lubbock maintains an “AA-” rating from Standard & Poor’s and Fitch Ratings, 
Inc. and an “A1” rating from Moody’s Investors Service for general obligation debt.  The 
revenue bonds of LP&L and WTMPA have been rated “BBB-” by Standard & Poor’s, 
“BBB+” by Fitch Ratings, Inc., and “A3” by Moody’s Investors Service. 
 
Additional information about the City’s long-term debt can be found on pages 80-84 of this 
report. 
 
Economic Factors and the Next Fiscal Year’s Budget and Rates 
 
• At the end of the City’s fiscal year the unemployment rate for the Lubbock area was 2.9 

percent.  This is a decrease from a rate of 3.1 percent one year earlier.  This compares 
favorably to the state’s average unemployment rate of 5.5 percent and the national 
average of 5.1 percent on December 30, 2004. 

 
• Total retail sales reflected a 2.4 percent increase over the prior year. 
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• Building permits for new construction decreased from 3,125 during 2003 to 2,644 in 

2004, or about a 15% decrease.  This compares to a 25% decrease during the prior period.  
Conversely, building permit values for new construction decreased from $370.6 million 
in 2003 to $357.2 million in 2004, or about a 3.6% decrease. 

 
• Total occupancy in local hotels and motels remained constant and the occupancy tax 

totaled nearly $2.9 million, nearly identical to the amount received during the prior fiscal 
year. 

 
• City Council again decided to support the operations of the Electric Fund by forgoing 

transfers for payments in lieu of taxes, and franchise fees for the upcoming fiscal year.  
The City Council intends to continue this support until such time as the Electric Fund has 
adequate monetary reserves.  

 
All of these factors were considered in preparing the City of Lubbock’s budget for the 2004-
2005 fiscal year. 
 
During the just ended fiscal year, unreserved fund balance in the General Fund increased by 
nearly $3.7 million to $12.1 million compared to $8.4 million at the end of the prior fiscal 
year. It is intended that the unreserved undesignated fund balance be equal to 15% of 
operating expenditures, which equates to approximately $13.5 million.  The City ended the 
year nearly $1.4 million under this target.  City Management anticipates meeting this goal 
within the next few years. 
 
The Electric Fund increased rates in May 2004 twelve and one half percent for the larger 
commercial consumers as a result of higher than anticipated cost of power.  Residential and 
small commercial consumers rates remained relatively unchanged due to the rate increases 
implemented in the prior fiscal year.  
 
Both the Water and Sewer Funds rates were increased for the 2003-2004 fiscal year.  The 
water rates were increased by an average of 3 percent and the sewer rates were increased by 
an average of 5 percent for all customers.  Currently, the City is in the process of having a 
rate study completed for both the water and sewer rates.  The results of this study will impact 
future water rates.  The water and sewer rates affected both residential and commercial 
consumers by approximately the same percentage.  These rate increases were necessary to 
cover increased operating costs due to inflationary pressures. 
 
Requests for Information 
 
This financial report is designed to provide a general overview of the City of Lubbock’s 
finances.  Questions concerning any of the information provided in the report or requests for 
additional financial information should be addressed to the Chief Financial Officer, P.O. Box 
2000, Lubbock, Texas, 79457. 
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