Comprehensive Annual Financial Report
September 30, 2006

CITY OF KINGSVILLE, TEXAS

City Commission
(for the fiscal year ended September 30, 2006)

Sam R. Fugate Mayor

Charles E. Wilson Mayor Pro-Tem

Arturo Pecos Commissioner

Stanley Laskowski Commissioner

Alfonso Garcia Commissioner
City Manager

Carlos R. Yerena

Prepared By:

Department of Finance

Mark Rushing - Director of Finance
Caron S. Vela - Accounting Manager
Petra Alfaro - Assistant Accountant II
Vilma Castillo - Collections Manager
Sally Saenz - Assistant Accountant I
Amelia Davila - Assistant Accountant [
Orlando Torres - Information System Technician




City of Kingsville
Comprehensive Annual Financial Report
For The Year Ended September 30, 2006

TABLE OF CONTENTS
Page
INTRODUCTORY SECTION
Letter of Transmittal. ..o 1
GFOA Certificate of AChievement.............c..coocooocoo 10
Organizational Chart..............ccoooiiiimieeoo oo 11
FINANCIAL SECTION
Independent Auditor's Report on Financial Statements..............ooooo 12
Management's Discussion and Analysis (Required Supplementary Information)................. 14
Fi i t nt
Government-wide Financial Statements:
Statement of Net ASSES........coooiii oo 26
Statement of ACHIVIIES..............ooviveeioeee e et e 27
Fund Financial Statements:
Balance Sheet - Governmental FUNGS...............cccocovomooooooeooeooeo 29
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net ASSetS..........o.oovoooooeooeoeooooe 31
Statement of Revenues, Expenditures, and Changes in
Fund Balances - Governmental FUNGS.............ocoooovooor oo 32
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities. ............. 34
Statement of Net Assets - Proprietary Funds......................... T 35
Reconciliation of the Proprietary Fund Statement of Net Assets to the
Government-wide Statement of Net ASSetS..............coooooooioo oo 36
Statement of Revenues, Expenses, and Changes in
Fund Net Assets - Proprietary FUNGS.............ococoovvooioeoeeeeeooeooo 37
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Net Assets - Proprietary Funds to the Statement of Activities................... 38.
Statement of Cash Flows - Proprietary FUNGS..............ocooooooooeoooooeoeoeoo . 39
Statement of Fiduciary Net Assets - Fiduciary FUNGS..........c..coooovvoooo ) 40
Notes to the Financial Statements ..................cocoorvoreeoroo oo 41
Reguired Supplementary Information:
Budgetary Comparison Schedules:
General FUNG...... ..o e 82
Schedule of Funding Progress - Pension Plan............coooocovoooooooooooo 69
Notes to Required Supplementary INformation...................ooooooooooooo 70

Combining Statements and Budgetary Comparison Schedules as Supplementary Information:

Combining Balance Sheet - All Nonmajor Governmental Funds.............ooooovooooo) 71
Combining Statement of Revenues, Expenditures and Changes in

A-1
A-2

A4

A-5

A-6
A7

A-TR
A-8
A-8R

A-9
A-10

B-1

C-1



City of Kingsville
Comprehensive Annual Financial Report
For The Year Ended September 30, 2006

TABLE OF CONTENTS
Page
STATISTICAL SECTION

Net Assets by Component, Last Four Fiscal Years...............ccocooveovoiioi o, 89
Changes in Net Assets, Last FOUr FisScal Years............ococoovoiooooeooeeee e, 90
Fund Balances, Governmental Funds, Last Ten Fiscal Years.............c...ccooveeevieoenenn. 92
Changes in Fund Balances, Governmental Funds, Last Ten Fiscal Years.................... 94
Assessed Value & Estimated Actual Value of Taxable Property, Last Ten Fiscal Years 96
Direct and Overlapping Property Tax Rates (Rate per $100 of Assessed Value)........... 97
Principal Property Tax Payers, Current Year and Nine Years Ago.......c....ccccoveveveenennnn, o8
Property Tax Levies and Collections, Last Ten Fiscal Years.........c.c.ccocccooevieiiveeccennnn. 99
Taxable Sales by Category, Last Ten Calendar YEars.............coovvveeeevvvcinereciiieie i 100
Direct and Overlapping Sales Tax Rates, Last Ten Fiscal Years.............c.ocooevvviiieiinn 102
Ratios of Outstanding Debt by Type, Last Ten Fiscal Years.........c.ccoccoveeveiieeiieniiiicnnnn, 103
Ratios of General Bonded Debt Qutstanding, Last Ten Fiscal Years............cocovvvienn. 105
Direct and Overlapping Governmental Activities Debt as of September 30, 2006.......... 106
Legal Debt Margin Information, Last Ten Fiscal Years.........cocooocceviviiviini e, 107
Pledged-Revenue Coverage, Last Ten Fiscal Years........o.ococooveiiiiecveciieeeeee e 109
Demographic and Economic Statistics, Last Ten Calendar Years............c..coovvvevvvinn . 110

Top Ten Employers, Current Year and Nine Years Ago.........coovvvviievieeeeoeeeree e, 111
Full-Time Equivalent City Government Employees by Function/Program, Last Ten

FISCAI YBAIS. ..ottt ettt et 112
Operating Indicators by Function/Program, Last Ten Fiscal Years..............ccc.cccoeovienennnn. 113
Capital Asset Statistics by Function/Program, Last Ten Fiscal Years...............cc..cco...... 115

Exhibit

Schedule 1
Schedule 2
Schedule 3
Schedule 4
Schedule 5
Schedule 6
Schedule 7
Schedule 8
Schedule 9
Schedule 10
Schedule 11
Schedule 12
Schedule 13
Schedule 14
Schedule 15
Schedule 16
Schedule 17

Schedule 18
Schedule 19
Schedule 20






April 30, 2007
Dear Honorable Mayor, Members of City Commission, and Citizens of Kingsville:

The Comprehensive Annual Financial Report of the City of Kingsville, Texas (City) for
. the fiscal year ended September 30. 2006, is submitted herewith. . As required by the
TEX. LOCAL GOV’T CODE ANN. § 103.001 et seq., the report includes financial
statements which have been audited by an independent firm -of certified public
accountants, Patrick L. Moore, CPA. The financial statements are presented in
conformity with accounting principles generally accepted in the United States of America
(GAAP) and are audited in accordance with generally accepted auditing standards by a
firm of licensed certified public accountants.

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 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 City’s
assets from loss, theft, or misuse and to compile sufficient reliable information for the
presentation of the City’s financial statements in conformity with 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 goal of the independent audit, conducted by Patrick L. Moore, CPA was to provide
reasonable assurance that the financial statements of the City of Kingsville for fiscal year
ended September 30, 2006, 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 of Kingsville's
financial statements for the fiscal year ended September 30, 2006, are fairly presented in
- conformity with GAAP. The independent auditor’s report is presented as the first
component of the financial section of this 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 the MD&A and
should be read in conjunction with it. The City of Kingsville’s MD&A can be found
immediately following the report of the independent auditor.



The City is in the process of formulating a Storm Water Drainage Plan to comply with
proposed Texas Commission on Environmental Quality, TCEQ, regulations. The City is
in the process of updating its comprehensive master plan to set consistent design
standards for the City.

Wastewater collection and treatment is provided within the- city limits to more than
26,532 residential, commercial, and industrial customers. The collection system consists
of 94.6 miles of gravity and force mains, 1,381 manholes, and 8 lift stations. The City
owns and operates 2 treatment plants with separate collection basins, with an average
aggregated -daily flow at treatment plants of 1,400,000 gallons per day, or 35% of
aggregate permitted capacity.

In addition to operating the combined utility system, the City also provides garbage
collection and disposal. Garbage collection is primarily limited to residential service,
with phase two of automated garbage collection using specialized equipment initiated in
1995 and City households are now using the garbage rollouts. The City, with its
automated garbage collection program, provides for twice a week garbage pick-up with a
savings of more than $100,000 a year. The City owns and operates a regional waste
disposal facility, also accepting waste from outside of the City and from commercial
garbage haulers. Other public works operations of the City include drainage and street
maintenance, street lighting and traffic signalization/engineering. The City also provides
engineering services to support all public works departments as well as the planning
department. It also provides the City with engineering design for City construction
projects.

Community enrichment and culture services are also major programs of the City. The
City and Kleberg County own and operate a library with over 63,000 volumes. The City
and Kleberg County also own and maintain extensive recreational facilities, which
include 195 acres of parks and playgrounds, one swimming pool, 12 baseball and softball
diamonds, 12 soccer fields, and 2 recreational centers.

Public health, animal control/care, and vector control services are provided by the jointly
operated City of Kingsville/Kleberg County Health Department.

The City of Kingsville has financial accountability for the legally separate Convention
and Visitor's Bureau, which is reported separately within the City of Kingsville’s
financial statements. Additional information on these legally separate entities can be
found in Note 1 of the financial statements. ’

Annual Budget Process

State laws and the City Charter require the preparation and filing of a balanced annual
operating budget. Following a City Manager and department head meeting in May,
departments are required to submit requests to the Finance Department by the first week
of June for the development of the annual operating budget. Under the direction of the
City Manager, the Director of Finance uses these requests to develop a proposed balanced
operating budget for presentation to the City Commission by the beginning of August.
Following a month of budget discussions and deliberations with City Commission, a
public hearing is scheduled for the first week of September and adoption of the budget
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Employment

Although the local unemployment rate remained stable at 4.2% over the last fiscal year,
the number of jobs in the community increased from 13,211 to 13,762. During the same
period, personal income rose from $21,002 to $21,809 or 3.8%.

Diversification of Economy

The region has a varied manufacturing, agricultural and petrochemical base that adds to
the relative stability of employment. Major industries located within the City’s
boundaries, or in close proximity, include industrial, construction, fast food restaurants,
convenience stores, banking, and financial services.

The federal government also has a major presence within the area with three bases that
make up the south Texas military complex: Naval Air Station — Kingsville (jet aviation
training), Naval Air Station — Corpus Christi, and Naval Station — Ingleside (base for the
Navy’s mine warfare fleet).

The City of Kingsville’s trade area consists of three counties: Kleberg, Nueces and Jim
Wells. Fach of these counties maintains a solid and diversified economic base which
contributes material support to the City of Kingsville due to its location as a regional
trade center. The City of Kingsville’s economy provides a diversified product market
including metal fabrication, chemical processing, farm and ranch equipment, cement, and
petrochemical products, fishing and seafood products and more.

The land in the City of Kingsville region has strong mineral deposits, rich soil and
excellent climate, with the principle crops being grain, sorghum, and cotton. The region
produces a large supply of livestock including cattle, hogs, and poultry. The oil and gas
industry is a major factor in the growth and stability within the trade area. This industry
provides a secondary market for petroleum by-products and chemicals.

Transportation

A primary component of the City’s transportation system is the 2,428-acre Corpus Christi
International Airport, which is only 45 minutes from the City. Currently, the Airport is
served by a total of 30 daily flights from four major domestic carriers that use the
Airport’s 7,500 and 6,080 foot lighted runways. The Airport is completed the finishing
touches on its new terminal building and a new covered parking lot and concession area
in 2006. Additionally, airport safety has been enhanced through a multi-jurisdictional
cooperative effort with other civil and military law enforcement agencies.

The City is also served by a network of major highways. U.S. Highway 77 links the City
of Kingsville to both the Rio Grande Valley/Mexico to the south and Victoria (which
then provides a direct connect to U.S. 59 and Houston). State Highway 44 and US.
Highway 59 also link the City of Kingsville to Laredo/Mexico from U.S. Highway 77 at
Robstown and Victoria. All highways are four-lane roads and are maintained at interstate
or near interstate standards. Seventeen separate motor carriers serve the City of
Kingsville for truck transport of products to market. Rail service to and from the City of
Kingsville is provided by the Burlington Northern/Santa Fe Railway, Texas Mexican
Railway and Union Pacific Railroad.



three phases. Upon completion, the subdivision will have a total of 175 single-family
units. Two commercial sites are also planned for this area.

Collegiate Station located near Texas A&M University-Kingsville, and additional
complex for college students, started construction in July 2005. Phase I of this project
consists of 132 units, 360 beds and 204 bedroom units. The projects will consist of three
phases with the last phase being completed in 2010.

Other residential projects include: (1) the development of Santa Gertrudis Arroyo Estates,
a 16 unit single-family residential subdivision is under construction; (2) the development
of Las Palmas del Rey, a 24 unit single-family residential subdivisions is ongoing; (3)
Construction has begun on Victoriana Country Estates which is located on FM-1717. The
development consists of 8 single-family residences.

In 2006, a total of 51 new housing permits were issued.

Tourism

The City of Kingsville continues to be a favorite stop-over for vacationers, tourists,
hunters and outdoorsman with the historic King Ranch, the City’s historic downtown
area, twWo museums, various bays that are ideal for fishing and numerous hunting leases
that surround the city.

Financing of Major Capital Projects

During the 2006 fiscal year, the City continued to utilize the two bond issues from the
previous fiscal year to fund projects and capital assets planned and approved during the
past fiscal year. These are major initiatives that represent a significant long term
commitment to revitalization strategies that support commercial and industrial growth
and improved quality of life for current residents.

Cash Management

The Public Funds Investment Act (PFIA) requires quarterly reporting to the governing
body by its investment officers. The City Commission adopts the investment policy with
any recommended amendments annually. In addition to PFIA requirements, the City’s
Investment Committee requires quarterly reporting on investment results.

The City pools its cash balances for investment purposes. A primary objective of the
City’s investment program is to protect the principal through proper collateralization.
The City depository holds all funds in various MBIA investment pool accounts with the
exception of minimum operating funds held in the local depository bank that must be
held separately. The bank performs all normal banking functions for the City, as well as,
collateralizing deposits with government. securities. The interest rate is variable being
0.5% less than the 13-week T-Bill rate. The City’s cash management policy is adopted
by the City Commission and strictly defines the parameters by which City investments
are made.

The annual average interest rate was 4.63% and the total interest earned was $846,858 in
the City’s bank depository and all investments.



CAFR continues to meet the Certificate of Achievement Program’s requirements and we
are submitting it to the GFOA to determine its eligibility for another certificate.
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independent Auditor's Report on Financial Statements

City Commission

City of Kingsville

P.O. Box 1458
Kingsville, Texas 78364

Members of the City Commission:

[ have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of City of Kingsville 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 City of Kingsville's management. My responsibility is to express opinions on these financial
statements based on my audit.

| conducted my 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 | 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. | believe that my audit provides

a reasonable basis for my opinions.

In my 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, the discretely presented
component unit, each major fund, and the aggregate remaining fund information of City of Kingsville as of
September 30, 2006, 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, | have also issued my report dated April 20, 2007,
on my consideration of City of Kingsvilie's internal control over financial reporting and on my 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 my 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 read in conjunction with this report in considering the

results of my audit.

The Management's Discussion and Analysis and the budgetary information identified as Required
Supplementary Information in the table of contents 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. | have applied certain limited procedures, which consisted. principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However,

| did not audit the information and express no opinion on it.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the City of Kingsville’s (City) annual financial report presents
management’s discussion and analysis (MD&A) of the City’s financial performance
during the fiscal year ended September 30, 2006. The MD&A should be read in
conjunction with the transmittal letter found in the Introductory Section of this report and
the City’s Financial Statements which follow this section.

FINANCIAL HIGHLIGHTS

e The assets of the City exceeded its liabilities by $17 million.

e The fund balance of the General Fund increased from $5.6 million to $7.0
million. This represents a 24% increase OVer the prior year’s fund balance, and
furthermore, represents 58% of the $12 million in expenditures. The General
Fund’s undesignated and unreserved fund balance was $3.4 million, or 28% of
expenditures.

e Total assets, excluding component units, were $50 million; total liabilities,
excluding component units, were $33 million.

e The ratio of total assets to total liabilities for governmental activities was 1.76
times; for business-type activities the ratio was 1.37 times.

e The quick ratio (current assets to current liabilities) was 1.79 times for
governmental activities and 6.45 times for business-type activities.

e Total net assets were $17.2 million, which was an increase from $14.1 million for
the prior year (after a prior period adjustment), or 22%. Governmental activities’
net assets increased by 19%, while business-type activities net assets increased by
26%.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of: management discussion and analysis (this section), the
basic financial statements, and supplementary information. Figure A-1 demonstrates the
relationships among the components of this annual report.

The basic financial statements are comprised of three components:

e The government-wide financial statements provide both long-term and short-term
information about the City’s overall financial status. These statements are
presented for both governmental activities and business-type activities. They are
designed to provide readers with 2 broad overview of the City’s finances, similar
to a private-sector business. - A legally separate component unit (Kingsville
Convention and Visitors Bureau) are also shown in these statements.

o The statement of net assets presents information on all of the City’s assets
and liabilities, with the difference between the two reported as net assets.
Over time, increases or decreases in net assets may SEIve as a useful
indicator of whether the financial position of the City is improving or
deteriorating.

14



Figure A-1: Required Components of the City’s Annual Financial Report

A

4 I
Management's Basic Required

Discussion Financial Supplementary

And Analysis Statements Information

L v
L 2

Government-wide Fund Notes to the

Financial Financial Financial
Statements Statements Statements

Summaryv < ; > Detail

Figure A-1 shows how the required parts of this annual financial report are arranged and
relate to one another. In addition to these required elements, a section with combining
statements that provides details about the non-major governmental funds and internal
service funds is included.

More about the City’s Fund Financial Statements:

‘Governmental funds are used to account for essentially the same functions reported as
governmental activities except that the Solid Waste Activity is reported as a business-
type activity in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on
near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.
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Table A-1: Net Assets for Governmental and Business-type Activities
at September 30, 2006 and 2005 (in thousands of dollars)

Governmental Activities Business-type Activities Total
2006 2005 2006 2005 2006 2005

Current & other assets $ 11,555 § 8,514 $ 13,842 § 16,760 25397 § 25274
Capital assets 12,885 13,174 11,750 7,883 24,635 21,057

Total assets 24,440 21,688 25,592 24,643 50,032 46,331
Long-term liabilities 7.424 8,256 16,871 18,754 24,295 27,010
Other liabilities 6,425 4,204 2,118 1,236 8,543 5,440

Total liabilities 13,849 12,460 18,989 19,990 32,838 32,450

Net assets § 10,591 § 9,228 $ 6603 § 4,653 17.194  § 13,881

Net assets
Invested in capital assets

net of related debt 7,191 ,752 4,315 (8,284) 11,506 (5,959)
Restricted 2,315 2,325 2,174 14,846 4,489 15,997
Unrestricted 1,085 ,151 114 (1,909) 1,199 (758)

Total net assets $ 10,591 § 9228 § 6,603 $ 4,653 17,194 § 13.881

The City has sufficient funds to meet requirements for cash outlays in the next fiscal year
as well as the financial capacity to meet its long-term obligations, without any reduction

of fund balances or net assets.

The Combined Utility System net assets were $6.4 million, which is 37% of total net
assets and is $1.4 million more than the prior year. The Combined Utility System
contributed all of total unrestricted business-type net assets.
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Governmental Activities

As shown in Table A-2, revenues were split between governmental activities and
business-type activities 56% and 44%, respectively, with expenses for each at 66% and
34%. Net assets increased 15% from the prior period for governmental activities (net of a
negative $314 thousand prior period adjustment), increased 42% for business-type
activities (also, net of a positive $580 thousand prior period adjustment), and increased
24% overall.

The cost of all governmental activities for the fiscal year 2006 was $13 million.
However, the amount that taxpayers paid for these services through City taxes and
business fees was $9 million.
Some of the cost was paid by:

o Those who directly benefited from the programs ($2.7 million), and

o Other governments and organizations that subsidized certain programs

with grants and contributions ($778 thousand).

Charges for services comprised 22% of governmental activities and 93% of
business-type activities’ revenues.
Taxes contributed 71% of governmental activities revenues. Investment earnings,
with interest rates at slowly climbing from historic lows, generated 1.3% and 6%
of governmental activities revenues and business-type activities, respectively.
Public Safety (including Police, Fire, Emergency Management, Municipal Court,
and Inspections) expenses accounted for 53% of governmental activities and 20%
of total expenses were for public works.
Public Safety required the largest net amount of public funds after deducting
program revenue, grants, and contributions. The total subsidy was $2.3 million.
General government comprises 18% of all governmental activities’ expenses.

Graph 1 presents the cost of each of the City’s major governmental functions, as well as
the associated program revenues. As expected in governmental activities, the subsidy
required from taxpayers provides the majority support to these core services.



- Revenues of the City’s business-type activities are associated with operating activities
accounted for in the Enterprise Funds. Solid Waste activities are recorded in the General
Fund but are shown in the government-wide statement as a business-type activity.

The Combined Utilities System accounted for 71% of the expenses generated for
business-type activities, with solid waste accounting for an additional 29%. It had
operating revenues of $6.6 million, operating income of $2.3 million, and income before
transfers of $2.4 million, with income after transfers of $1.1 million for the fiscal year.
Compared to the 2005 fiscal year, the System’s: operating revenues were up by $865
thousand, the operating income was up by $1.2 million, and net income after transfers
was $1.1 million higher. The major causes of these results were:

e Increased operating revenues are largely the result of a 25% increase in
wastewater revenues, and a 10% increase in water revenue, over the preceding
year.

o The operating expenses decreased by over $300 thousand primarily due to lower
wage costs and service expenses.

e Wastewater fund revenue was up $508 thousand, because rates were increased at
the beginning of 2005, and the fiscal year ended 2006 reflects the first full year
for those rate increases to be in effect. '

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

Governmental Funds

e Total assets of the General Fund increased from $8.2 million to $10.3 million
between 2005 and 2006.

e Total liabilities of the General Fund rose by $715 thousand to approximately $3.3
million, a 28% increase. This brings the quick ratio (current assets to current
liabilities) to 3.11 times in 2006 from 3.17 times in 2005.

e General Fund revenues are $1 million above the final budget.

e General Fund expenditures are $34 thousand above the final budget.

e The General Fund’s unreserved and undesignated fund balance increased $752
thousand to $3.4 million from fiscal 2005.

e The fund balance of the Debt Service Fund increased from $108 thousand to
$274 thousand. This fund balance is structured to minimize the balance being

carried to no more than required for the cash flow necessary to service the City’s
debt.

Budgetary Results of the General Fund :

General fund taxes and business fees were slightly over $7.7 million, which was 3461
thousand above the final budget. Charges for services, including zoning fees, solid waste
fees, health service fees, and other fees were higher than the final budget by $336

thousand. Overall General Fund revenues were $1.0 million more than the final budget.
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Other than the $249 thousand increase in the landfill closure cost liability and the $140
thousand increase in the compensated absence liability, the overall decrease in long-term

debt can be attributed to reductions in certificates of obligation

(Combined Utility System) through scheduled principal payments.

bonds and revenue bonds

The 2005-2006 tax rate was $0.45633 for the General Fund and $0.25367 for the Debt
Service Fund, totaling $0.71 per $100 of assessed value. Therefore, the City’s tax margin
of $1.79 per $100 of assessed value could increase taxes $9.8 million each year based on
the assessed value of $547,382,940. A brief discussion of the ad valorem tax limitations
of the Constitution of the State of Texas and the City Charter are found in Note B, Item

#3b of the Financial Statements.

Table A-4: Long-Term Liabilities at September 30, 2006 and 2005
(in thousands of dollars)

Governmental %
Activities Business Activities Total Change
2006 2005 2006 2005 2006 2005 05-06
Combined tax & revenue
certificates of obligation ~ § 0 S 0 s N 0 3 0% 0 N/A

Certificates of obligation 7.273 7,408 13,897 15.042 21,170 22,450 -5.70%
Capital Leases 0 14 0 0 0 14 -100.00%
Revenue bonds payable 0 0 990 1,125 990 1,125 -12.00%

Total debt 7.273 7,422 14,887 16,167 22,160 23,589 -6.06%
Compensated absences 965 834 85 76 1,050 910 15.38%
Landfill closure cost -- - 2,759 2.510 2,759 2,510 9.92%

Total long-term debt  § 8238 § 823 § 17731 $ 18753 § 25,969 §_27.009 -3.85%

e s
P ——————— R S )

Bond Ratings

The City received a general obligation bon

— LSS

insurance policy issued by MBIA (Moody’s), with an underlying rate of A3.

d rating of Aaa based on a municipal bond

The Utility System revenue bonds were rated in June 1994 as Baa 1 by Moody’s, and

BBB + by Standard & Poor’s.






CITY OF KINGSVILLE
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2006

ASSETS
Cash and cash equivalents
Equity in pooled cash and cash equivalents
Receivables { net of allowances for uncollectibles):
Taxes
Accounts
Internal Balances
Due from other governments
Inventory, at cost
Restricted assets:
Cash and cash equivalents
Equity in pooled cash and cash equivalents
Accounts
Long-term assets:
Bond issuance costs
Capital Assets
. Total Agsets

LIABILITIES

Accounts payable

Bank overdraft

Accrued wages payable

Payable from restricted assets:
Bank overdraft
Accrued interest payable
Revenue bonds
Customer deposits

Due to:
Other governments
Others

Unearned revenues

Liabilities due within one year:
Accumulated unpaid compensated absences
Revenue bonds payable

Liabilities due beyond one year:
Accumulated unpaid compensated absences
Contractual obligations payable
Revenue bonds payable
Landfill closure costs

Total Liabilities

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted For:

Debt Service

Capital Projects

Municipal Court Technology

Landfill Closure
Unrestricted
Total Net Assets

Primary Government

EARIDIE A

Governmental Business-type Component
Activities Activities Total Unit
$ 3,368,951 $ 1,480,050 % 4849001 § 65,492
2,667,511 1,710,705 4,378,216 -
1,319,654 - 1,319,654 -
68,109 1,400,110 1,468,219 --

(143,435) 143,435 - -
350,945 191,664 542,609 43,000
182,305 120,307 302,612 --

3,670,055 7,594,490 11,264,545 --
49,416 951,596 1,001,012 --

31 68,694 68,725 --

21,174 181,199 202,373 -
12,885,218 11,750,162 24,635,380 -

439934 25582412 . 50032346 108,482

871,540 471,200 1,342,740 4,154
2,402,981 - 2,402,981 --
187,074 26,838 213,912 -
1,153,893 - 1,153,893 -
52,153 124,662 176,815 -

- 860,000 860,000 --
697,155 633,376 1,330,531 -
177,727 1,777 179,504 -

26,819 - 26,819 -
42,420 - 42,420 -
173,816 - 173,816 -
640,000 - 640,000 -
790,670 85,435 876,105 -
6,633,000 1,495,000 8,128,000 -
- 12,532,000 12,532,000 -
- 2,758,949 2,758,949 -
13,849,248 18,989,237 32,838,485 4,154
7,190,499 4,315,474 11,505,973 -
863,380 92,031 955,411 -
1,434,852 - 1,434,852 -
16,543 - 16,543 -
- 2,082,267 2,082,267 -
1,085,412 113,403 1,198,815 104,338
g 10500886 3 5603475, o%. 17193861 % . 104338

The accompanying notes are an integral part of this statement.
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Net (Expense) Revenue and Changes in Net Assets

Governmental Business-type : Component
Activities Activities Total Unit
$ (2,045,764) (2,045,764)
(4,468,066) (4,468,066)
(1,928,944) (1,928,944)
(641,494) (641,494)
(300,163) (300,163)
(9,384,431) (9,384,431)
- $ 560,330 560,330
- 893,561 893,561
-- 1,243,744 1,243,744
- 2,697,635 2,697,635
(9,384,431) 2,697,635 (6,686,796)
4,487
4,112,188 - 4,112,188 -
3,795,341 - 3,795,341 -
1,012,220 - 1,012,220 -
3,612 - 3,612 -
35,571 - 35,571 -
170,314 603,158 773,472 -
(30,052) 30,775 723 -
1,961,699 (1,961,699) - -
11,060,893 (1,327,766) 9,733,127 -
17662 T 1,369,869 048331
9,228,147 4,653,277 ,881,424
(313,923) 580,029 266,106 -
$ 10,590,686 § 6,603,175 $ 17,193,861 104,338
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EXHIBIT A-3

Debt Other . Total
. Service Governmental Governmental
Fund Funds Funds

$ - $ - $ 3,681,036
- 125,148 2,754,194

22,753 22,198 1,319,654
- - 547,978
- - 153,734
- - 319,620

45,009 - 287,944
- 70,278 350,945
- - 182,305

354,807 501,582 3,805,338
- - 462,021
68,725
13,933,484

$ -- $ - $ 714,168
123,606 35,088 1,628,613
- , - 187,074
- ' - 1,153,893
- - 560,089
2,197 157,885 636,204
- 134,833 177,727
- - 26,819
22,752 38,778 924,078
148,555 366,584 ’ 6,008,665
- - 197,631
- - 2,082,267
274,014 - 274,014
- 343,697 1,586,855
- - 45,149
- - 9,331
- . 8,925 3,729,582
274,014 352,622 7,924,829
$ TH9206 08 18933494
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CITY OF KINGSVILLE

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2006

Revenue:
Taxes
Licenses and permits
Charges for services
Fines and forfeitures
Interest and miscellaneous
Donations
Federal and state grants

Total revenues

Expenditures:
Current:
General government and administration
Public Safety
Public works
City/County
Tourism
Other expenses
Debt service:
Principal retired
Interest
Paying agent fees
Total expenditures

Excess (deficiency) of revenues (under) expenditures

Other financing sources (uses):
Transfers in
Transfers out
Issuance of debt
Total other financing sources (uses)

Net change in fund balances

Fund balgnces/quity, Oc;tober 1
Fund balances/equity, September 30

The accompanying notes are an integral part of this statement.

8,972,847

General
Fund

7,557,941
172,814
3,211,482
466,676
208,317
2,890

753

11,620,873

2,383,023
5,525,114
3,454,357

655,411

2,532

12,020,437

(399,564)

1,338,041
(37,183)
450,000

1,750,858

1,351,294

5,621,553

Police
Forfeiture
Fund

$ -

1,376,522
25,099

1,401,621

4,817
1,051,185

1,056,002
345,619
(50.,858)
(50,858)
294,761

30,585
T ap5340



Debt
Service
Fund

$ 1,430,116

23,777

TR

910,000
376,031
2,250

T TaBBa8T

165,612

165,612

108,402

$

Other
Governmental
Funds

290,697

802
25,007

173,383

1

10,206
127,619
106,991

290,697

53518

(45,624)

(45,624)

'398,24
3525
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EXHIBIT A-5

Total
Govermnmental
Funds

$ 9,278,754
172,814
3,211,482
1,844,000

282,200

2,890
_i7aas
_ 14966.276

2,398,046
6,703,918
3,561,348
655,411
290,697
2,532

910,000

376,031
2250
14900233

66,043
1,338,041
(88,041)
450000
— 1700000
1,766,043

6158785
TITETOP4 829

RS




CITY OF KINGSVILLE

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2006
Nonmajor
Enterprise internal Service
Fund Fund
Utility Insurance
Fund Fund
ASSETS
Current assets:
Cash and cash equivalents $ - $ 1,167,965
Equity in pooled cash and cash equivalents 1,625,761 -
Receivables ( net of allowances for uncoliectibles):
Accounts 947,105 -
Due from:

Cther funds: 238,670 204,825

Cther governments: 191,664 -
Inventory, at cost 120,307 -
Restricted assets - noncurrent;

Cash and cash equivalents 7,459,208 -

Equity in pooled cash and cash equivaients 538,991 -

Total current assets 11,121,706 1,372,790
Noncurrent assets:

Bond issuance COStS 181,198 -~
Capital assets:

Land 132,354 -

Utility plant 24,212,472 -

Equipment 1,214,928 -

Furniture and fixtwes 8,300 -

Vehicles 1,602,560 -
Construction in progress 4,358,704 -
Total capital assets 31,529,318 -
Less accumulated depreciation (21,935,149) -
Net capital assets 9,594,169 -

Total noncurrent assets 9,775,368 -

Total Assets CeTTT 30897074 7§ 1,372,790,
LIABILITIES
Current liabilities:
Accounts payable $ 471,200 $ 157,372
Bank overdraft - 774,358
Accrued wages payable 26,838 -
Due to:

Other funds 95,235 -

Cther governments 1,777 -
Accumulated unpaid compensated absences 85,435 -
Current liabilities payable from restricted assets:

Accrued interest payable 112,296 -

Revenue bonds 525,000 -

Customer deposits 633,376 137,066

Total current liabilities 1,951,157 1,068,806
Long-term liabilities, net of current portion
Revenue bonds payable 12,532,000 -

Total long-term liabilities, net of current portion 12,532,000 -

Total Liabilities 14,483,157 1,068,806
Net Assets:
invested in capital assets, net of related debt 3,989,482 -
Restricted for: )

Debt service 233,248 -

Self insurance ) - 303,984
Unrestricted 2,191,187 -

Tatai net assets 6,413,917 303,984

- TotarLiabilities and Net Assets .

Gei§ 20,897,074 S 1,372790

The accompanying notes are an integral part of this statement.
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CITY OF KINGSVILLE

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET ASSETS - PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

OPERATING REVENUES:
Water
Other income
Wastewater
Insurance premiums
Federal Revenue
Total Operating Revenues

OPERATING EXPENSES:
Personal services
Supplies
Services
Maintenance
Water supply contract
Depreciation and amortization

Total Operating Expenses

Operating Income (Loss)

NON-OPERATING REVENUES (EXPENSES):
Interest
Gain or loss on sale of property
Interest and fiscal agent charge
Total Non-operating Revenues (Expenses)

Net Income (Loss) before Transfers
TRANSFERS IN (OUT):
To General Fund
Total Transfers In (Out)
Net income (loss)
Net assets, October 1

Prior period adjustment
NEt assets, September 30 co

The accompanying notes are an integral part of this statement.

Enterprise
Fund

Utility
Fund

4,026,953
498
2,578,493
28,441
6,634,385

1,525,636
206,218
1,070,704
325,929
353,725
805347
4,287,559

2,346,826
538,574
55,548
(585,460)
8,662
2,355,488
(1,250,000)
(1,250,000)
1,105,488

5,118,742
189,687

$.6,413,937
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Nonmajor
Intemal Service
Fund

Insurance
Fund

$ -
30,444

1,627,597

1,658,041

1,365,164

1,365,164

292,877

292,877

292,877

11,107

CAFIDI A-0



CITY OF KINGSVILLE

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Receipts (Payments) for Interfund
Services Provided and Used
Cash Payments to Employees for Services
Cash Payments to Other Suppliers for Goods and Services
Cash Payments for Claims
Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-capital Financing Actlvities:
Proceeds (Payments) from (for) Interfund Borrowings
Transfers From (To) Other Funds

Net Cash Provided (Used) by Non-capital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Principal and Interest Paid
Acquisition or Construction of Capital Assets
Proceeds from Sale of Capital Assets
Other
Net Cash Provided (Used) for Capital & Related Financing Activities

Cash Fiows from Investing Activities:
Interest and Dividends on Investments
Net Cash Provided (Used) for Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income (Loss)
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities
Depreciation
Change in Assets and Liabilities:
Decrease (Increase) in Receivables
Decrease (Increase) in Due from Other Govermnments
Decrease (Increase) in Inventories
Increase (Decrease) in Accounts Payable
increase (Decrease) in Accrued Wages Payable
Increase (Decrease) in Interfund Payables
Increase (Decrease) in Customer Deposits
Total Adjustments
Net Cash Provided (Used) by Operating Activities

The accompanying notes are an integral part of this statement.
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Enterprise
Fund
Utility
Fund

$ 6,503,844

(1,517,695)
(1,794,562)

3,191,587

17,704
(1,250,000)
(1,232,296)

(1,547,530)
(4,288,223)
60,000
8,300
(5.767,453)

538,574

PR g

538,574

(3,269,588)
12,893,548
§___ 9,623,060

$ 2,346,826

805,347

(112,268)
(11,999)
(38,618)
162,014

7,941

32,344

844,761
$ 3,191,587

EXHIBI A-Y

Nonmajor
Internal Service
Fund
Insurance
Fund

$ -

2,013,704

(1,344,232)
669,472

669,472
(275,875)

USSR SRS R

$ 393,597

3 292,877

10,907

20,932

344,756

376,595
$ 669,472




CITY OF KINGSVILLE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2006

A.  Summary of Significant Accounting Policies

The City of Kingsville (the City) was incorporated in 1911. In 1916, the City was organized under a Home Rule City
Charter and a commission form of government was adopted. The charter was amended in 1986, and the present
Council-Manager form of government was adopted. The principal services accounted for as general governmental
functions include public safety, health, streets, sanitation, parks and recreation, planning, zoning, and general
administrative services.

The financial statements of the City have been prepared in accordance with generally accepted accounting
principals in the United States of America (GAAP) as applied to govemmental units. The Governmental
Accounting Standards Board (GASB) is the standard-setting body for govemmental accounting and financial
reporting.  Pronouncements of the Financial Accounting Standards Board (FASB) issued after November 30, 1989
are not applied in the preparation  of the financial statements of the proprietary fund types in accordance with an
election made by the City under GASB Statement No. 20. The GASB periodically updates its codification of the
existing Governmental Accounting and Financial Reporting Standards, which, along with subsequent GASB

pronouncements (Statements and Interpretations), constitutes GAAP for governmental units.

The accounting and reporting framework and the more significant accounting principles and practices are
discussed in subsequent sections of these Notes. The remainder of the Notes is organized to provide explanations,
including required disclosures, on the City's financial activities for the fiscal year ended September 30, 2006.

1.  Reporting Entity

The City of Kingsville was incorporated in 1911 and adopted its first charter in 1916 as a home rule city under the
provisions of Chapter 13 of the Revised Statutes of the State of Texas. The City operates under a
Commission-Manager form of government and provides the following services as authorized by its charter (last
amended August 9, 1986) public safety (police and fire), streets and sidewalks, sanitation, health and social services,
parks and recreation, public improvements, and general administrative services.

In evaluating how to define the City, for financial reporting purposes, management has considered all potential
component units. As required by generally accepted accounting principles, these financial statements present

" the City and should include any entities for which the City is considered financially accountable.  Blended
component units, although legally seperate entities in substance, are part of the City operations and data from these
units should be combined with data of the City. On the other hand, the discretely presented component unit is
reported in a separate column in the combined financial statements to emphasize it is legally separate from the City.

1. Blended Component Units
The City did not have a Blended Component Unit at September 30, 2006.
2. Discretely Presented Component Unit
The Kingsville Convention and Visitor's Bureau (K.CV.B)) is a non-profit corporation created by the City under
State law to facilitate the development of tourism for the City. The City Council appoints all members of the
board, approves the appoinment of all managerial employees and approves the budget. The City maintains its
tourism contract with the K.C.V.B. on a yearly basis which is the K.C.V.B.'s only source of income. Therefore, the
City has financial accountability. The financial data of the K.C.V.B. is presented in the component unit columns
in the combined financial statements.
Complete financial statements for the component unit may be obtained at the entity's administrative offices.

Kingsville Convention & Visitor's Bureau

P.O. Box 1562
Kingsville, Texas 78363
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