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City Of B Ingleside

January 7, 2009

The Honorable Mayor, City Council and City Manager
City of Ingleside
Ingleside, Texas

This report represents the Annual Financial Report for the City of Ingleside, Texas for the fiscal year
ended September 30, 2008.

This report is published to provide the City Council, City Staff, our citizens, our bondholders and other
interested parties with detailed information concerning the financial condition and activities of the City
government. Responsibility for both the accuracy of the presented data and the completeness and fairness
of the presentation, including all disclosures, rests with the City.

To the best of our knowledge and belief, the enclosed data is accurate in all material respects, and is
organized in a manner designed to fairly present the financial position and results of operations of the
City as measured by the financial activity of its various funds. We also believe that all disclosures
necessary to enable the reader to gain the maximum understanding of the City’s financial affairs have
been included.

The City Staff is pleased to submit the Annual Financial Report for the City of Ingleside, Texas, for the
fiscal year ended September 30, 2008.

THE REPORT

This report is presented in three sections: Introductory, Financial and Statistical. The Introductory
Section includes this transmittal letter, a listing of the City Officials, and an organizational chart. The
Financial Section includes a Management Discussion and Analysis (MD&A), basic financial statements
and combining and individual fund statements and schedules, as well as the Independent auditors’ report
on the basic financial statements. This letter of transmittal is designed to complement and should be read
in conjunction with the MD&A. The City of Ingleside’s MD&A can be found immediately following the
report of the independent auditors. The Statistical Section includes financial and demographic
information, usually presented on a multi-year basis that is relevant to a financial statement reader.

The City of Ingleside’s financial statements have been audited by Ernest R. Garza & Company, P.C.; 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 of Ingleside for the fiscal year ending
September 30, 2008 are free of material misstatement. The independent audit involves 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.
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The independent auditor concluded, based upon the audit, that there was a reasonable basis for the fiscal
year ending September 30, 2008 financial statements to be considered to be fairly presented in
conformity with generally accepted accounting principles for governments as prescribed by the
Governmental Accounting Standards Board and other professional promulgations, as applicable.

CITY PROFILE
Location

The City of Ingleside is the second largest city in population in San Patricio County. Located on the
eastern tip of San Patricio County, Ingleside is 18 miles from Corpus Christi, about 150 miles south of
San Antonio and 225 miles southwest of Houston. The City encompasses approximately 15.0 square
miles of land within the City’s corporate boundary. Ingleside is about 75% developed.

Ingleside was incorporated on June 18, 1951 under the provisions of the laws for the State of Texas. The
City adopted the council-manager form of government where the Mayor and six council members are
elected on a rotating schedule on an at-large basis with the adoption of the City Charter on November 7,
1995. The City Council and Mayor are responsible for enacting ordinances, resolutions, and regulations
governing the City, appointing members of various statutory and advisory boards, the City Manager is
responsible for enforcement of laws and ordinances, and appoints and supervises the heads of
departments of the City organization.

Services Provided

Services provided by the City under the general governmental functions include police and fire
protection, street maintenance, library services, public improvements, planning and zoning, engineering,
traffic control, parks operation and maintenance, code enforcement, and general and administrative
services. A private firm provides solid waste collection and disposal services under a contract with the
City. In addition, water and sewer services are provided under an Enterprise Fund concept, with user
charges set by the City Council to ensure adequate coverage of operating expenses, payments on
outstanding debt and reserves.

The Ingleside Development Corporation (IDC) is considered to be a blended component unit of the City.
A seven-member board of directors, of which four may be active council members, governs this legally
separate entity. The function of the IDC is to oversee the appropriations of funds collected under the
special sales tax for economic development, including the payment of debt service for the projects
approved by the voters for the purpose. The operational and capital budget must be approved by the City
Council.

Accounting System and Budgetary Control

The City’s accounting records for governmental operations are maintained on a modified accrual basis,
with the revenues being recorded when available and measurable, expenditures being recorded when the
services or goods are received, and the liabilities are incurred. Accounting records for the City’s utilities
and other proprietary activities are maintained on the accrual basis.

In developing and maintaining the City’s accounting system, consideration is given to the adequacy of
the internal control structure. Internal accounting controls are designed to provide reasonable, but not
absolute, assurance regarding: (1) the safeguarding of assets against loss from unauthorized use or
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disposition; and (2) the reliability of financial records for preparing financial statements and maintaining
accountability for assets. The concept of reasonable assurance recognizes that: (1) the cost of a control
should not exceed the benefits likely to be derived: and (2) the evaluation of costs and benefits requires
estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe that the City's current
internal accounting controls adequately safeguard assets and provide reasonable assurance of proper
recording of financial transactions.

The City Charter provides that on or before the sixth of August, the City Manager submits to the City
Council a proposed budget and budget message to the City Council for the fiscal year commencing the
following October 1. The budget message is the responsibility of the City Manager. The City Council
shall review the proposed budget and make any appropriate changes prior to publishing the final budget.
The budget is legally enacted through passage of an ordinance on or before September 20. The City
Manager is authorized to transfer budgeted amount within departments; however, any revisions that alter
the total expenditures of a department must be approved by the City Council. The City Manager has
been authorized, by ordinance and by adoption of the City Council, to expend limited amounts which are
included within the budget. Expenditures over $50,000 require authorization by the City Council.

Budgetary control has been established at the individual fund level. Financial reports are produced
showing budget and actual expenditures by line item for the current month and year-to-date and are
distributed monthly to City department supervisors as well as to others upon request.

Individual line items are reviewed and analyzed for budgetary compliance. Personnel expenditures are
monitored and controlled at a position level and capital expenditures are monitored and controlled item
by item.

Following the Spring 2006 liquidity crisis, the City Council adopted certain financial goals for the City in
order to create a better financial foundation and to improve the City’s bond rating. These goals are
basically to accumulate 25% of the City’s annual general and utility expenditures and to re-establish the
City’s Utility Bond Reserves. In December 2007, Standard & Poor’s reviewed its bond rating and
outlook for the City and based upon such review, changed its outlook to positive from stable. During this
time, the City of Ingleside made significant reductions of the TRAN debt from $1,845,000 in 2006, to
$1,375,000 in 2007, to being paid off at the end of the fiscal year 2008. While that is significant, another
change in the City’s bond rating will probably not occur until the 25% annual expenditure goal is
reached.

ECONOMIC OUTLOOK AND FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City operates.

Regional Economy

San Patricio County is located at the center of the Corpus Christi Bay Area on the Gulf of Mexico.
Linked to Corpus Christi by the Harbor Bridge., the County is part of a two county MSA, which
celebrates being the industrial area in the nation that has clean air, healthy bays and estuaries and
plentiful water supplies. Coupled with abundant land and a young workforce, San Patricio is poised to be
the center of growth in the region. Rail and interstate highway connectivity also link San Patricio County
to Mexican and U.S. markets.
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Ingleside’s Position in the Region

As the location of some of the last remaining undeveloped coastline adjacent to a deep water channel, the
City is actively pursuing opportunities to promote this untapped resource through cooperative efforts
with various government agencies and developers.

For 2009, the Ingleside City Council and the Ingleside Development Corporation created a new
department within the City for the purpose of economic development. The department is funded for two
years by 4B Sales Tax proceeds, and has identified goals of attracting and locating new businesses as
well as retaining and expanding existing businesses within the community. Existing and future projects
include:

Helix Energy Solutions, which continues construction of its new deepwater pipeline fabricating facility
which is expected to have capital outlay of over $40 million and create more than 60 new jobs.

Tax Increment Reinvestment Zone Number | has been created to aid in facilitating the construction of
Live Oak Preserve, a 2,300 unit residential community which includes a golf course and light
commercial development adjacent to the City’s water front on Corpus Christi Bay. The Live Oak
Preserve project is projected to provide more than $900,000,000 of additional tax base when fully
developed.

China based Tianjin Pipe Company, (TPCO) a seamless steel pipe manufacturing facility has recently
announced plans to located near to the City. This one billion dollar project will be the largest Chinese
project ever located in the United States. Ingleside is expected to be positively impacted both during
construction and when the plant is completed with additional vendor support businesses and the resulting
expanded workforce.

As a bedroom community to the larger City of Corpus Christi, which is to our south, our economic
development is largely related to providing a high quality of life for the families that reside here.
Housing sales have remained steady in contrast to the national trend. Ingleside’s housing remains
affordable and in most cases is close to 25% less than a comparable property in neighboring metropolitan
Corpus Christi.

The City benefits from a well-educated and affluent workforce. Ingleside’s medial household effective

-buying income of $46,621 compares favorably to $44,120 for San Patricio County and $51,025 for
Texas. The workforce is also very educated with 52% of the adult population having continued their
education beyond high school.

The following facts reflect Ingleside’s economic condition and outlook:

*  One of the fastest growing cities in South Texas. Ingleside is the second largest in San Patricio County.
*  Home construction continues at a moderate pace.
* Ingleside continues to attract some of the nation’s largest corporations:

Kiewit Offshore Services
Dupont

Gulf Marine Fabricators
OxyChem

Cheniere Energy

Air Liquide America LP
Helix Energy Corporation
Tianjin Pipe Company
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e Total taxable value for all residential and commercial property in the City of Ingleside exceeded $306.4
million for fiscal year 2007, an 8.82% increase from the previous year.

* Total sales tax collections have increase by more than 20% for the most recent year and more than 25%

over the past two years. However, the pending base closure and national economy could have a negative
impact on future collections.

Future Economic Qutlook

The City of Ingleside has taken several steps in recent vears and continues to move forward on several
projects to improve the quality of life by capitalizing on the natural beauty of the area and preserving
public access to natural areas.

The City has made the following substantial improvements and additions:
* Recreational (Skate/Basketball/Soccer) Complex (N.O. Simmons Park)
e  Softball Fields
e Cove Harbor Park
e Live Oak Park
e Swimming Pool
e Senior Citizens Center
¢  Youth Recreational Center (Humble Station)

e Bird Sanctuary (Whitney Lake Project)

Ingleside’s economy will be affected by the pending 2009 base closure at Naval Station Ingleside.
However, given the location of the land and facilities adjacent to water, it is expected that another entity
or entities will utilize this location rather quickly. A regional planning process is being utilized to manage
the closure of the base and it appears the Port of Corpus Christi, the owner of the base property, has
initiated an extensive research process addressing how best to redevelop the property. In addition to the
closure of the primary facility, the closure of the 155 acre EMR facility justified the creation of a Local
Redevelopment Authority which is pursuing funding sources to help the community and surrounding
region adjust to the closure of the base and the EMR facility.

In addition to the loss of jobs resulting from the base closure, the departure from the community of the
large number of military volunteers could have a negative impact on the number of volunteer firefighters.
If the number of volunteers drops below acceptable levels. it may be necessary to explore a combination
of paid and volunteer fire fighters.

Cash Management

The City awards its depository contract through official bidding procedures for a two-year period with an
option to extend the contract for an additional three years. The current depository contract is with Frost
National Bank.

11



The remaining idle cash is invested by City officials in TexPool when the interest rates available at
TexPool are higher than the depository bank. TexPool was created under the Public Funds Investment
Act to provide local governments investment opportunities while protecting principal and liquidity. The
total amount of interest earned across funds in 2008 was $102,020 compared to $129,501 in 2007 and
$46,702 in 2006.

It is the City’s Policy that all demand deposits and time deposits are secured by pledged collateral with a
market value equal to no less than 100% of the deposits less an amount insured by the FDIC. Evidence
of the pledged collateral is periodically obtained at a third party financial institution. Collateral is
reviewed to assure the market value of the securities pledged equals or exceeds the related bank balances.
All collateral is subject to inspection and audit by the City’s independent auditors.

Risk Management

The City of Ingleside risk management program has been implemented in order to minimize or eliminate
any harm to the financial position of the City, any physical injury to employees or potential destruction
of property by providing proper insurance coverage, safety training and safety assessment. Insurance
coverage at a minimum includes:

e Worker’s Compensation

¢  General Liability

¢ Law Enforcement Liability

e  Public Official Errors and Omissions
®  Automobile and Physical Damage

e  Windstorm Damage

Pension Plan

The City of Ingleside provides pension benefits for all of its employees except for firefighters through a
nontraditional, joint contributory, hybrid defined benefit plan in the statewide Texas Municipal
Retirement System (TMRS), one of 827 administered by TMRS, an agent multiple-employer public
employee retirement system.

Under the state law governing TMRS, the actuary annually determines the City contribution rate 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 of Ingleside fully funds each year’s annual required contribution to the pension
plan as determined by the actuary. As a result of the City of Ingleside’s conservative funding policy, the
City has succeeded as of December 31. 2007. in funding 61.3% 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.

At its December 8, 2007 TMRS Board of Trustees meeting, the TMRS Board of Trustees adopted
actuarial assumptions to be used in the actuarial valuation for the year ended December 31, 2007. A
summary of actuarial assumptions and definitions can be found in the December 31, 2007 TMRS
Comprehensive Annual Financial Report (CAFR).
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Since its inception, TMRS has used the United Credit actuarial funding method. This method accounts
for liability accrued as of the valuation date, but does not project the potential future liability of
provisions adopted by a city. Two-thirds of the cities participating in TMRS have adopted the Updated
Service Credit and Annuity Increases provisions on an annually repeating basis.

For the December 31, 2007 valuation, the TMRS Board determined that the funding for future updated
service credits and annuity increases that are adopted on an annually repeating basis. In addition, the
Board also adopted a change in the amortization period from a 25-year “open” to a 25-year “closed”
period. TMRS Board of Trustee rules rate increase in an amount greater than 0.5%, the amortization
period will be increased to 30 years, unless a city requests that the period remain at 25 years. For cities
with repeating features, these changes would likely result initially in higher required contributions and
lower funded ratios; however, the funded ratio should show steady improvement over time. To assist in
this transition to higher rates, the Board also approved an eight-year phase-in period, which will allow
cities the opportunity to increase their contributions gradually (approx. 12.5% each year) to their full rate
(or their required contribution rate).

If the changes in actuarial funding method and assumptions had not been adopted for the 2007 valuation,
the city’s unfunded actuarial accrued liability would have been $729,271 and the funded ratio would
have been 75.1%.

In addition, TMRS is currently working on its legislative package for 2009. There is a possibility that the
investment rate of return (IRR) assumption of 7% would need to be lowered if desired legislation for the
2009 session is unsuccessful. Maintaining a 7% IRR assumption is contingent in part on the continued
diversification of the TMRS portfolio, from an almost exclusive bond portfolio to a portfolio that
includes equities as well. If state legislation needed to facilitate the continued diversification is not
enacted, TMRS may have to revisit the continued diversification of the portfolio and consider reducing
the assumed IRR. A reduction in the IRR would result in increased actuarial accrued liabilities, thus
causing further increase n the city contribution rates, following the December 31, 2009 actuarial
valuation.

Employee Health Plan

The City maintains an employee health plan for employees and dependents, which is self-funded by the
City. Revenues are recognized from payroll deductions and from the City’s contributions. The City
utilizes a third party administration for its employees and eligible dependents’ medical and dental care
benefits.

Post Employment Health Care Benefits

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the City provides health care
benefits to eligible former employees and eligible dependents.

OTHER INFORMATION

Emergency Management Planning

The City of Ingleside has been recognized by the Governor’s Department of Emergency Planning as the
first city in this region of the State to achieve the advanced level of planning.
13
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ERNEST R. GARZA

AND COMPANY, P.C.

Certified Public Accountants /

10201 Leopard #A

Corpus Christi, Texas 78410 6102 Ayers St. #106
Bus. (361) 241-2452 Corpus Christi, Texas 78415
Fax No. (361) 242-1525 Bus. (361) 723-0685
Toll Free 1-800-241-1272 Fax (361) 723-0689

Independent Auditor’s Report

The Honorable Mayor,
Members of City Council
City of Ingleside, Texas

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of City of Ingleside, as of and
for the year ended September 30, 2008, which collectively comprise the City’s basic financial statements
as listed in the table of contents. These financial statements are the responsibility of the City of Ingleside
management. Our responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Ingleside, as of September 30, 2008, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated January 7,
2009, on our consideration of the City of Ingleside’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in conjunction
with this report in considering the results of our audit.
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Page 2 of 2

The management’s discussion and analysis and budgetary comparison information on pages 21 through
28 are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally ot inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinion on the financial statements that collectively
comprise the City of Ingleside’s basic financial statements. The introductory section, combining and
individual no major fund financial statements and statistical tables are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The accompanying
schedule of expenditures of state awards is presented for purposes of additional analysis as required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is also not a required part of the basic financial statements of the City of
Ingleside. The combining and individual non major fund financial statements and the schedule of
expenditures of state awards have been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole. The introductory section and statistical tables have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

Ernest R. Garza & Company, P.C.
Certified Public Accountants
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CITY OF INGLESIDE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2008

This discussion and analysis of the City of Ingleside’s financial performance is intended to provide an
overview and analysis of the City’s financial activities for the fiscal year ended September 30, 2008. The
reader is encouraged to consider the information presented here in conjunction with the accompanying
transmittal letter and the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

« The realization during the 2006 year of improper treatment of grant and other restricted funds
during the past resulted in the City facing a liquidity shortage as the grants and projects came to a
close and as restricted funds began to be treated properly. As a result of the liquidity shortage
and in order to meet its operating needs, the City was required to issue a Tax Revenue
Anticipation Note in the amount of $1,845,000 during 2006. That note has been paid off during
the 2008 fiscal year.

e Ona City wide basis, the City’s liquidity changed from $(988,466) to $1,148,432 during the past
year.

e The City’s total debt decreased by $2.1 million during 2008 from $8.9 million to $6.8 million.

e As of September 30, 2008, the City of Ingleside’s General Fund reported ending fund balance of
$73,339 compared to a deficit of $847,926 the year before.

« The net assets of the City of Ingleside exceeded its liabilities at the close of the fiscal year ending
September 30, 2008 by $9,460,552.

e The City of Ingleside’s total net assets increased by $1,834,171 for the year ended September 30,
2008 from current year’s operations and prior period adjustments.

e As of September 30, 2008, the City of Ingleside’s governmental funds reported combined ending
fund balance of $714,367.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis serves as an introduction to the City of Ingleside’s basic financial statements.
The City of Ingleside’s basic financial statements are comprised of three components: government-wide
financial statements, fund financial statements and 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 of Ingleside’s finances, in a manner similar to a private-sector business.
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The Statement of Net Assets presents information on all of the City of Ingleside’s assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the City of Ingleside is improving or
deteriorating. This statement combines and consolidates governmental funds’ current financial resources
(short-term spendable resources) with capital assets and long-term obligations. To assess the overall
health or financial condition of the City, other non financial factors should be taken into consideration,
such as changes in the City’s property tax base and the condition of the City’s infrastructure (i.e. roads,
drainage improvements, storm and sewer lines. etc).

The Statement of Activities presents information showing how the City’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of when cash is received or paid. 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 taxed and earned but not used vacation leave). Both the Statement of Net Assets and the
Statement of Activities are prepared utilizing the accrual basis of accounting as opposed to the modified
accrual basis used in prior reporting models.

In the Statement of Net Assets and the Statement of Activities, the City is divided into three kinds of
activities:

* Governmental Activities- Most of the City’s basic services are reported here, including the
police, fire, library, building and inspections, sanitation, code enforcement, parks and recreation
and general administration. Property taxes, sales taxes and franchise fees finance most of these
activities.

* Business type Activities- the City charges a fee to customers to help it cover all or most of the
cost of certain services it provides. The City’s water and sewer system are reported here.

¢ Blended Component Units- The City of Ingleside Development Corporation was formed to
promote economic development within the City and to administer the distribution of the proceeds
of any developmental bonds issued and certain development sales taxes received on behalf of the
City. Due to the financial interdependency of the Corporation, it is a blended component unit
reported as a special revenue fund.

Reporting the City’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds- not the City
as a whole. Some funds are required to be established by state law and by bond covenants. However, the
City has established many other funds to help it control and manage money for particular purposes or to
show that it is meeting legal responsibilities for using certain taxes, grants and other money. The City’s
two kinds of funds- governmental and propriety- utilize different accounting guidelines.

2
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e Governmental Funds- the majority of the City's basic services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances left at year-
end that are available for spending. These funds are reported using an accounting method
identified as the modified accrual basis of accounting, which measures cash and all other
financial assets that can readily be converted into cash. The governmental fund statements
provided a detailed short term view of the City’s general governmental operations and the basic
services it provides. Governmental fund information helps determine whether there are more or
fewer financial resources that can be spent in the near future to finance the City’s programs.

By comparing information presented for governmental activities in the government-wide
statements, readers may better understand the long term effect of the government’s near term
operating decisions. The relationships or differences between governmental activities (reported
in the Statement of Net Assets and the Statement of Activities) and governmental funds are
detailed in a reconciliation following the fund financial statement.

The City of Ingleside maintains eight 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, Capital Projects
Fund and Debt Service Fund, all of which are considered to be major funds. Data from the other
four governmental funds are combined into a single, aggregated non major fund presentation.
Individual fund data for each of these non major governmental funds is provided in the form of
combining statements elsewhere in this report.

e Proprietary Funds- the City charges customers for the services it provides. These services are
generally reported in the proprietary funds. Proprietary funds are reported in the same way that
all activities are reported in the Statement of Net Assets and the Statement of Activities. In fact,
the City’s enterprise funds (a component of proprietary funds) are identical to the business type
activities that are reported in the government-wide statements but provide more detail and
additional information, such as cash flows, for proprietary funds. The Internal service funds (the
other component of proprietary funds) are utilized to report activities that provide supplies or
services for the City’s other programs and activities, such as the City’s self-funded insurance
fund. Because these services benefit both governmental as well as business type functions, their
cost has been included in both the governmental and business type activities in the government-
wide financial statements.

Notes to the Financial Statements
These 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
immediately following the basic financial statements.

ro
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Other Information

In addition to basic financial statement and accompanying notes, this report presents certain required
supplementary information concerning the City's progress in funding its obligation to provide pension
benefits to the employees and budgetary comparative information for the general fund.

The City as a Whole- Government-wide Financial Analysis

The City’s combined net assets were $25.9 million as of September 30, 2008 compared to 24.0 million as
of September 30, 2007. Analyzing the net assets and net expenses of governmental and business-type
activities separately, the business type activities net assets are $16.5 million. The analysis focuses on the
net assets (Table 1) and changes in general revenues (Table 2) and significant expenses of the City’s
governmental and business type-activities.

By far the largest portion of the City’s net assets reflects its investment in capital assets (e.g. land,
buildings, machinery, equipment, and furniture), less any related debt used to acquire those assets that
are still outstanding. 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 the capital assets themselves cannot be used to liquidate these
liabilities.

Table I
CITY OF INGLESIDE, TEXAS
CHANGES IN NET ASSETS

Governmental Activities Business Type Activities

o e B - 2008 2007 2008 2007
Current and other assets 1,716,904 1,588,383 2,555,691 3,006,057
Capital assets 11,677,479 12,113,691 18,023,539 17,032,089

Total assets 13,449,369 13,702,074 20,579,230 20,038,146
Long-term liabilities 2,551,547 2,948,902 3,395,000 3,805,000
Other liabilities 1,437,270 2.154.096 726,161 747,774

Total liabilities 3,988,817 5,102,998 4,121,161 4,552,774
Net Assets:
Invested in capital assets net of related debt 8,776,479 9,013,667 14,666,070 14,729,351
Restricted 641,029 433,337 447,532 210,318
Unrestricted 43,044 (847.926) 1,344,467 545,703

Total net assets 9,460,552 8,599,078 16,458,069 15,485,372
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Table 11

CITY OF INGLESIDE, TEXAS
CHANGES IN NET ASSETS

q L A Busi T ACLivil]
e e L _.2008 _ 2007 _ 2008 2007
Revenues:

Property Taxes 2,315,387 2,060,361 - -
Sales Tax 997,506 1,086,717 - -
Franchise Taxes 422934 367,865 - -
Charges for Services 903,765 807,193 3,989,736 3,685,244
Other Taxes 187,035 156,720 - -
Penalty & Interest 8,386 42,146 - -
Grants & Contributions Not Restricted 621,262 849,092 188,033 334,374
Investment Earnings 50,691 13,754 48,620 72,282
Other Revenue - net 828,746 780,462 - 124.394

Total Revenue 6,335,712 6,164,310 4,226,389 4,216,295
Expenses: -
General Government 175,846 131,173 - -
Judicial 148,333 185,061 - -
Financial Administration 170,206 117,838 - -
Police 1,492,769 1,271,091 - -
Fire Protection 194,685 113,915 - -
Public Works - - 2,950,044 2,843,184
Highways & Streets 912,251 1,175,234 - -
Sanitation 678,251 533,123 - -
Inspection Department 129,158 126,621 - -
Bldg. & Drainage Maintenance 262,260 266,359 - -
Vector Control 17,214 6,781 - -
Animal Contro}l 100,750 88,656 - -
Crossing Guards 4,483 363 - -
Code Enforcement 77,120 57,361 - -
Senior Citizen Center 43,441 32,030 - -
Non-Departmental 549,484 520,064 - -
Culture and Recreation - - - -
Parks 434,852 360,423 - -
Libraries 274,806 237,808 - -
Economic Development and Assistance 381,891 0 - -
Bond Interest 141,037 155,344 175,530 148,494
Fiscal Agent’s Fees - - - -
Total Expenses 6,188,837 5,379,245 3,125,574 2,991,678
Increase (Decrease) in net assets before
transfers and special items 146,876 785,065 1,100,815 1,224,617
Prior Period Adjustment - - 586,480 371,777
Transfers 714.598 (2,139) (714,598) 2,139
Net assets at beginning 8,599,078 7.816,152 15,485,372 13,886,839
Net assets at ending 9.460,552 . 8,599,078 16,458,069 _ 15,485,372,

Adjustments and reclassifications have been done for comparison purposes.
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Government Fund Activities

The City’s general fund revenues increased when compared to the prior year by 3.68 percent or
$162,593. The assessed value of the property in the City increased by $24.8 million, or 8.82 percent, as
compared to the prior year. In addition to ad valorem property taxes, the City collects sales taxes,
franchise taxes, beverage taxes and other taxes in lieu of ad valorem taxes. Sales tax revenue increased
by $140,498 or 19.66 percent over the previous year due to the continued growth in the local economy.

Table 3
General Fund Revenues
At September 30
Increase

2008 2007 (decrease)
Taxes $3,075.874 $2,867,657 $208,217
Licenses and Permits 72,303 58,743 13,560
Intergovernmental 27,627 41,624 (13,997)
Charges for services 903,765 748,450 155,315
Fines and penalties 140,452 135,926 4,526
Other 365,273 570,301 (205,028)

Total General Revenues $4,585,294 $4,422,701 $162,593

The most significant governmental expense for the City was in both the public safety and cultural and
recreational. The public safety (Police & Fire) incurred expenses $1,687,454. Police accounted for
$1,492,769 in public safety expense and Fire accounted for $194,685 in public safety expense.

Enterprise Fund Activities

Revenues of the City’s Utility Funds were $4.2 million for the fiscal year ending September 30, 2008.
Operating expenses were $2.4 million for the year, resulting in net revenues of $1.1 million before
transfers out and depreciation is taken into account. The most significant expense of the Utility Fund
was $990.3 thousands to purchase water and $686 thousands in salaries and benefits. In addition, a net
prior period adjustment regarding capitalized interest on TWDB projects of $586,481 increased the net
assets to 16.5 million.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2008, the City of Ingleside had nearly $46.9 million invested in a broad
range of capital assets, including police and fire equipment building, land, park facilities, roads, bridges,

vehicles, and water and sewer lines, (See Table 4.) The bulk of the new additions were for the expansion
of the infrastructure and utility improvements.
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