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CITY OF KINGSVILLE

LA LA LA LA LA AL LA LA AR AL LACAAD LA AL LA
P.O. BOX 1458 - KINGSVILLE. TEXAS 78364

March 31, 2008

Dear Honorable Mavor, Members of City Commission, and Citizens of Kingsvile:

The Comprehensive Annual Financial Report of the City of Kingsville, Texas (City) for
the fiscal vear ended September 30. 2007, is submitied herewith. As required by the
TEY. LOCAL GOV'T CODE ANN. § 105.001 et seq., the report includes financial
statements which have been audited bv an independent firm of certified public
accountants. Pamick 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 standargds by a
firm of licensed certified public accountants. - :

E This report consists of management’s Tepresentations concerning the finances of the City.
Consequentlv, management assumes full responsibiiity for the completeness and
reliabilitv 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 10 protect the City's
assets from loss, theft, or misuse and to compile sufficient reliable information for the
nresentation of the Citv's financial statements in conformity with GAAP. Because the
cost of internal controis should not outweigh their benefits, the Ciry’s comprehensive
famework of internal controls has been designed to provide reasonable, rather than
i absolute. assurance that the financial statements will be free from material rnisstatement.
As management, we assert that, 10 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 10 provide
reasonable assurance that the financial statements of the City of Kingsville for fiscal vear
E ended September 30, 2007, are free of material misstatement. The independen: audit

involved examining, on z test basis, evidence supporting the amounts and disclosures n
the financial statements; assessing the accounting principies used and stgnificant
estimates made by management; and evajuatng the overall financial statement
presentation. The independent auditor concluded, based upon the audit. that there was 2
reasonable basis for rendering an unqualified opimion that the City ‘of Kingsvilie's
financial statements for the fiscal vear ended September 30, 2007, are fairly presented 1
conformity with GAAP. The independent auditor's report 1s presented as the first
component of the financial section of this report.

GAAP require that management provide & narrative introduction. overview, and analvsis
t0 accompany the basic financial statements in the form of Management s Discussion and
Analvsis (MD&A). This letter of ransmittal 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 Citv 1s in the process of formulating a Storm Water Drainage Plan to comply with
proposed Texas Commission on Environmental Quality, TCEQ, regulations. The City is
mn the process of updating its comprehensive master plan to set consistent design
standards for the City.

Wastewater collection and treamment is provided within the city Iimits to more than
26,532 residential, commercial, and industrial customers. The collection Systermn consists
of 94.6 miles of gravity and force mains, 1.381 manholes, and § lift stations. The City
owns and operates 2 treaument plants with separate collection basins, with an average
aggregated daily flow at treatment plants of 1.400,000 gallons per day, or 33% of

- aggregate permitted capacity.

In addition to operating the combined wilitv svstem, the City also provides garbage
collection and disposal. Garbage collection is primarily iimited 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 coliection program. provides for twice a week garbage pick-up with a
savings of more than $100,000 a year. The Ciry 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 si gualization/engineering. The City also provides
engineering services to support all public works departments as well as the planning
department. It also provides the Ciry with engineering design for Ciry construction
projects.

Commumnity enrichment and culmure services are also major programs of the City. The
City and Kleberg County own and operate a library with over 65,000 volumes. The City
and Kleberg County also own and maintain extensive recreational facilities. which
include 195 acres of parks and plaverounds, 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 jointlv
operated Ciry of Kingsville/Kleberg County Health Department.

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

Anpual Budget Process

State laws and the Citv 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 Deparument by the first week
of June for the development of the annual operatng 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 Citv Commission by the beginning of Aungust.
Following a month of budger discussions and deliberations with City Commission, a
public hearing is scheduled for the first week of September and adoption of the budget

(54



Employvment

Although the local unemployment rate increased slightly to 4.4% over the last fiscal vear,
the number of jobs 1n the community decreased from 13,762 10 13.490. During the same
period, personal income rose from $21.809 to $24,761 or 13.6%.

Diversification of Economy

The region has a varied manufacturing, agricuitural and petrochemical base that adds 1o
the relauve stability of emplovment. Major industries located within the Citv’s
boundanes, or in close proximity, include industial, 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 militarv complex: Naval Air Station — Kingsville (jet aviaton
training), Naval Air Stanon — Corpus Christ, and Naval Station — Ingleside (base for the
Navy’s mine warfare fleet).

The City of Kingsville's rade area consists of three counties: Kleberg, Nueces and Jim
Wells. Each of these counties maintains a solid and diversified economic base which
contributes material support to the City of Kingsville due to its location as 2 regional
rrade center. The City of Kingsvilie’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
Indusuy 1s a major factor in the growth and stability within the trade area. This industy
provides a secondary market for petroleum by-products and chemicals.

Transportation

A primary component of the City’s transportation svstem is the 2.428-acre Corpus Christi
Internanonal 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
Atrport’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 1s also served by a network of major highways. U.S. Highway 77 links the City
of Kingsvilie to both the Rio Grande Vallev/Mexico 1o the south and Victoria (which
then provides a direct connect to U.S. 39 and Houston). State Highway 44 and U.S.
Highway 39 also link the Ciry of Kingsville 1o Laredo/Mexico from U.S. Highway 77 at
Robstown and Victorie. 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 ansport 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 Umon Pacific Railroad.
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Other residential projects include: (1) the development of Kingwood Estates, a 249 unit
single-family residential subdivision with three phases is under review; (2) the
development of General Cavazos Subdivision, which has five commercial lots.

In 2007, a total of 40 new housing permits were issued.

Tourism

The City of Kingsville conunues to be a favorite stop-over for vacationers, tourists,
hunters and outdoorsman with the historic King Ranch, the Citv's historic downtown
area, two museums, various bays that are idea] for fishing and numerous hunting leases
that surround the citv.

Financing of Major Capital Projects

Durning the 2007 fiscal year. the City continued to utilize the two bond issues from the
previous fiscal vear to fund projects and capital assets planned and approved during the
past fiscal vear. These are major initiatives that represent a significant long term
commitment to revitalization strategies that support commercial and industmial growth

and mmproved quality of life for current residents.

Cash Mapagement

The Public Funds Investment Act (PFIA) requires quarter]y reporting to the governing
body by its investment officers. The City Commission adopts the investment policy with
any recommended amendments anpually. In addition 1o PFIA reguirements, the Ciry’s
Investment Committee requires quarterly reporting on investment results.

The City pools its cash balances for invesument 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
excephon of minimum operaung funds held in the local depositorv 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 Cityv’s cash management policy is adopted
by the City Commission and strictly defines the parameters by which Ciry investments
are made.

The annual average interest rate was 5.41% and the total interest earned was $950.953 in
the City’s bank depository and all investments.

Risk Management

The City maintains a Risk Management internal service fund to provide funding for its
self insured workers® compensation, commercial property/general liability, and health
benefits exposures. Contributions to the fund arise from emplovee contributions and
contributions (transfers and allocations) from the general fund, special revenue funds, and
the enterprise fund of the City. Supplemental insurance policies are also purchased to
cover large health benefits and workers’ compensation exposures. The City has a safetv
program that focuses on job specific safety training for all emplovees over the course of
their careers. Particular emphasis is placed on those jobs or work units that experience
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