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March 7, 2011

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, 2010.

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, 2010.

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, 2010 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.



The independent auditor concluded, based upon the audit, that there was a reasonable basis for the fiscal
year ending September 30, 2010 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 18.0 square
miles of land within the City’s corporate boundary. Ingleside is about 35% 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



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 in reserve and to re-
establish the City’s Utility Bond Reserves. The bond reserves were reestablished within a year of the
adoption of these goals. And, the City’s steady and deliberate progress towards these goals has resulted
in three consecutive upgrades of the City’s bond ratings as published by Standard & Poor. The most
recent upgrade occurred on July 12, 2010 when the City’s bond rating was changed from A- to A. In
addition, as of September 30, 2010, the General Fund - fund balance was $1,274,233 and the Utility Fund
unrestricted net assets were $1,514,294. In addition to these amounts, the City has established and
funded a capital improvement fund in the amount of $606,050.

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.

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

e Ingleside is the second largest city in San Patricio County, with ample space for additional
growth.
Home construction continues at a moderate pace.
Ingleside and its adjacent lands continue to serve as plant locations for some of the nation’s
largest corporations:

Kiewit Offshore Services
Dupont

Gulf Marine Fabricators
OxyChem

Air Liquide America LP
Helix Energy Corporation
Tianjin Pipe Company

O O 0O 0O 0O O O

e Total taxable value for all residential and commercial property in the City of Ingleside exceeded
$339.2 million for fiscal year 2009, a 3.35% increase from the previous year.

e Total sales tax collections have dropped over the prior fiscal year as it has for most Texas cities.
The closure of Naval Station Ingleside is thought to have also contributed to this decline.

Ingleside’s medial household effective buying income of $50,546 compares favorably to $44,909 for San
Patricio County and $50,049 for Texas.

Current Economic Outlook and New Developments

Ingleside’s general economy has been stable in spite of the closure of Naval Station Ingleside. Although
the City’s budget required significant adjustment as a result of the decrease in utility revenue and sales
tax collection resulting from the closure, those factors were assimilated into the City’s operating budgets.
These reductions were made primarily in the areas of maintenance and capital improvements. However,
when that property is redeveloped, the City will be well positioned for new growth. It is expected that
another entity or entities will utilize this location in the near future, given the proximity of the land and
facilities to navigable water. As the holder of the reversionary rights to the base property, The Port of
Corpus Christi has the ultimate responsibility for redevelopment of the property.
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Over the 2010 Independence Day weekend, the City and Port of Corpus Christi hosted “Sail South
Texas.” This three day event at the Naval Station featured tall ships from four countries. This event drew
an estimated attendance of over 40,000 and helped to showcase this facility.

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 has pursued funding sources to help the community

and surrounding region adjust to the closure of the base and the EMR facility.

New developments:

China based Tianjin Pipe Company, (TPCO) a seamless steel pipe manufacturing facility has recently
announced plans to located near 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.

Ingleside Tax Increment Reinvestment Zone Number 1 has been created to facilitate 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.

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. 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 2010 was $7,962 compared to $26,310 in
2009 was and $102,020 in 2008.

It is the City’s Policy that all demand deposits and time deposits be 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:
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e Worker’s Compensation

e  General Liability

e Law Enforcement Liability

e  Public Official Errors and Omissions

e Automobile and Physical Damage

Windstorm Damage
Pension Plan

The City of Ingleside provides pension benefits for its employees except for firefighters through a
nontraditional, joint contributory, hybrid defined benefit plan in the statewide Texas Municipal
Retirement System (TMRS), an agent multiple-employer public employee retirement system. The plan
provisions that have been adopted by the city are within the options available in the governing statutes of
TRMS.

TMRS issues a publicly available comprehensive annual financial report that includes financial
statements and required supplementary information (RSI) from TMRS; the report also provides detailed
explanations of the contributions, benefits and actuarial methods and assumptions used by the System.
This report may be obtained by writing to TMRS, P.O. Box 149153, Austin, TX 78714-9153 or by
calling 800-924-8677; in addition, the report is available on TMRS' website at www.TMRS.com.

The plan provisions are adopted by the governing body of the City, within the opt‘ions available in the
state statutes governing TMRS. Plan provisions for the City were as follows:

Plan Year 2009 Plan Year 2010
Employee deposit rate 5.0% 5.0%
Matching ratio (city to employee) 2to 1 2to ]
Years required for vesting 5 5
Service retirement eligibility
(expressed as age/ years of service) 60/5,0/20 60/5,0/20

100% Repeating, 100% Repeating,
Updated Service Credit Transfers Transfers
Annuity Increase (to retirees) 70% of CPI Repeating 70% of CPI Repeating

Contributions: Under the state law governing TMRS, the contribution rate for each city is determined
annually by the actuary, using the Projected Unit Credit actuarial cost method. This rate consists of the
normal cost contribution rate and the prior service cost contribution rate, which is calculated to be a level
percent of payroll from year to year. The normal cost contribution rate finances the portion of an active
member's projected benefit allocated annually; the prior service contribution rate amortizes the unfunded
(overfunded) actuarial liability (asset) over the applicable period for that city. Both the normal cost and
prior service contribution rates include recognition of the projected impact of annually repeating benefits,
such as Updated Service Credits and Annuity Increases.
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The City contributes to the TMRS Plan at an actuarially determined rate. Both the employees and the
City make contributions monthly. Since the City needs to know its contribution rate in advance for
budgetary purposes, there is a one-year delay between the actuarial valuation that serves as the basis for
the rate and the calendar year when the rate goes into effect. The annual pension cost and net pension
obligation/(asset) are as follows: -

1. Annual Required Contribution (ARC) 126,197
2. Interest on Net Pension Obligation 0
3. Adjustment to the ARC 0
4. Annual Pension Cost (APC) 126,197
5. Contributions Made 126,197
6. Increase (Decrease) in net pension obligation 0
7. Net Pension Obligation/(Asset), beginning of year 0
8. Net Pension Obligation/(Asset), end of year 0

The City has an unfunded Actuarial Accrued Liability overall but did not have a current year variance.
See notes to financial statements for additional information.

Employee Health Plan

In June 2009, the City terminated its self funded health insurance plan and now provides an employee
health plan for employees and dependents thru a contracted health insurance provider. While it had the
self-funded program the revenues were recognized from payroll deductions and from the City’s
contributions. The residual reserves of the discontinued plan have been used to establish a capital fund.

Post Employment Health Care Benefits

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

OTHER INFORMATION
Acknowledgments

Appreciation is expressed to each and every City employee who, throughout the past year, has faithfully
and diligently served the City and its community. They are to be thanked.

The members of the City Council, and Citizens, are to be thanked for their active participation and
support in the operations of the City. The City continues to grow and enhance its overall operations as it
plans for the future of the City of Ingleside, Texas. While challenges remain, there are also
opportunities. As with any effort to improve, we have begun what will be an ongoing process. Further,
this will not be one person’s effort, but the efforts of everyone.
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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, 2010, 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’s 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, 2010, 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 March 7, 2011,
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 assessing the
results of our audit.
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Page 2 of 2

The management’s discussion and analysis and the other required supplementary information on pages
21 through 28 are not a part of the basic financial statements but are supplementary information required
by Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding 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 non-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 federal 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. % OL /(-
Certified Public Accountants

March 7, 2011
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CITY OF INGLESIDE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2010

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, 2010. 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

On a City wide basis, the City’s liquidity changed from $3,155,244 to $3,459,994 during the past
year.

e The City’s total debt decreased by $.66 million during 2010 from $6.1 million to $5.4 million.

e As of September 30, 2010, the City of Ingleside’s General Fund reported ending fund balance of
$1,274,233 compared to 781,702 the year before.

e As of September 30, 2010, the City of Ingleside’s governmental funds reported combined ending
fund balance of $1,859,111.

e The net assets of the City of Ingleside exceeded its liabilities at the close of the fiscal year ending
September 30, 2010 by $11,435,528, an increase of $533,491 from the prior year..

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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CITY OF INGLESIDE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2010

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:

e 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.

o 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.

e 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.
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CITY OF INGLESIDE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2010

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 eleven individual governmental funds. Information is presented
separately in the Governmental Funds Balance Sheet and in the Governmental Funds Statement
of Revenues, Expenditures, and Changes in Fund Balances for the General Fund and the Local
Redevelopment Authority Fund all of which are considered to be major funds. Data from the
other nine 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.
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CITY OF INGLESIDE, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2010

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 $27.96 million as of September 30, 2010 compared to $27.42
million as of September 30, 2009. 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 1
CITY OF INGLESIDE, TEXAS
STATEMENT OF NET ASSETS
Governmental Activities Business Type Activities
2010 2009 2010 2009
Current and other assets 2,647,640 3,328,348 3,558,154 3,498,037
Capital assets 11,612,628 11,353,062 16,753,376 17,314,704
Total assets 14,260,268 14,681,410 20,311,530 20,812,741
Long-term liabilities 1,895,960 2,152,193 3,025,000 3,295,000
Other liabilities 928,780 1,777,984 764,950 845,358
Total liabilities 2,824,740 3,930,177 3,789,950 4,140,358
Net Assets:
Invested in capital assets net of related debt 9,516,625 8,794,131 13,900,911 14,212,636
Restricted 638,083 623,207 442,536 452,932
Commitments - 235,474 - 30,799
Unrestricted 1,280,820 1,098,421 2,178,132 1,976,015
Total net assets 11,435,528 10,751,233 16,521,579 16,672,383

24



Table I
CITY OF INGLESIDE, TEXAS
CHANGES IN NET ASSETS

Governmental Activities Business Type Activities
20002000 2010 2009
Revenues:

Property Taxes 2,513,217 2.641,377 - -
Sales Tax 1,033,770 1,127,038 - -
Franchise Taxes 389,295 406,219 - -
Charges for Services 969,647 1,031,959 3,657.122 4,462,150
Other Taxes 168,355 436.715 - -
Penalty & Interest 36.764 45,337 - -
Grants & Contributions Not Restricted 1,709,155 1,883,455 1,350 380,884
Investment Earnings 4,386 16,602 3,588 9,704
Other Revenue - net 484,224 587,484 - -

Total Revenue i 7,308,813 8,186,012 3,662,060 4,852,738
Expenses: - -
General Government 1,012,857 1,026,572 - -
Public Safety 2,291,727 2,071,294 - -
Public Works 1,896,300 2,409,404 3.277.800 3,930,915
Cultural and Recreational 821,366 831,021 - -
Economic Development 1,367,645 978,969
Bond Interest and Fiscal Agent Fees 115,175 127,272 146,409 158,308
Total Expenses 7,505,070 7,444,532 3,424,209 4,089,223
Increase (Decrease) in net assets before
transfers and special items (196,257) 1,290,681 237,851 763,515
Prior Period Adjustment - - 481,897 -
Transfers 870,552 549,201 (870,552) (549.201)
Net assets at beginning 10,751,233 9,460,552 16,672,383 16,458,069
Net assets at ending 11,435,528 10,751,233 16,521,579 16,672,383

Adjustments and reclassifications have been done for comparison purposes.

A prior period adjustment has been made to reflect the internal service fund which was not included in
the Statement of Activities.

o
A4



Government Fund Activities

The City’s general fund revenues decreased when compared to the prior year by 4.39 percent or
$211,732. The assessed value of the property in the City increased by $11 million from $328,206,278 to
$339,212,820, or 3.35 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.
General Fund sales tax revenue decreased by $69,951 or 8.28 percent over the previous year due to
conditions of the local economy.

Table 3
General Fund Revenues
At September 30
Increase
2010 2009 (decrease)
Taxes $3,333,720 $3,427,659 $(93,939)
Licenses and Permits 41,350 53,358 (12,008)
Intergovernmental 20,928 12,515 8,413
Charges for services 969,647 978,601 (8,954)
Fines and penalties 154,405 147,677 6,728
Other 94,098 206,070 (111.973)

Total General Revenues $4,614,149 $4,825.881 $(211,732)

The most significant governmental expense for the City was in both the public safety and sanitation and
cultural and recreational. The public safety (Police & Fire) incurred expenses $1,646,224. Police
accounted for $1,380,324 in public safety expense and Fire accounted for $265,900 in public safety
expense.

Enterprise Fund Activities

Revenues of the City’s Utility Funds were $3.64 million for the fiscal year ending September 30, 2010.
Operating expenses were $3.3 million for the year, resulting in net revenues of $.36 million before
transfers out and depreciation is taken into account. The most significant expense of the Utility Fund
was $.934 million to purchase water and $.759 million in salaries and benefits.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2010, the City of Ingleside had nearly $48.2 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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Table 4
Capital Assets before Depreciation

At September 30
[ Governmental Activities | Business-type Activities | Total
2010 2009 2010 2009 2010 2009
Land $3,836,406  $3,836,406 $329,494 $329,484 $4,165,900 $4,165,890
Building and Improvements 5,311,934 5,220,012 452,300 452,300 5,764,234 5,672,312
Machinery and Equipment 2,909,118 2,381,565 1,012,420 960,033 3,921,538 3,341,598
Infrastructure 6,405,652 6,390,796 - - 6,405,652 6,390,796
Furniture and Fixtures 990,426 721,699 - - 990,426 721,699
Water and Sewer System - - 26,884,148 26,023,528 26,884,148 26,023,528
Construction in Progress - - 97.000 860,621 97.000 860,621

Total Capital Assets $19.453,536 $18,550478 $28.775.362 $28,625.966 48,228,898 47,176,444

Debt

At year-end, the City of Ingleside had $5.4 million in General Certifications of Obligation and Revenue
Bonds as compared to $6.1 million at the end of the prior fiscal year. Table 5 below reflects outstanding
long-term debt overall decrease of 11 percent.

Table 5§
Outstanding Long-Term Debt
At September 30
I Governmental Activities | Business-type Activities l Total |
2010 2009 2010 2009 2010 2009

General Certificates of
Obligations $2,096,000 $2,501,000 $0 $0  $2,096,000 $2,501,000
Revenue Bonds - 3,295,000 3.555.000 3,295,000  3,555.000

Total Outstanding Debt §2;096200 $2,501,000 $3,295,000 $3,555,000 $5,391,000 $6,056,000

The above outstanding debt represents long term debt. The City Charter authorizes the City of Ingleside
to issue bonds, when authorized by the voters or the City Council, for any purpose for which a city may
issue bonds under the Constitution and laws of the State of Texas. The Charter precludes the use of bond
proceeds for any other purpose other than that for which the bonds were sold. At September 30, 2010,
the City had no bonds of any type approved that had not been issued.

Prior to the 2007 fiscal year, the City of Ingleside designated combination tax and revenue bond debt to
be serviced by the collection of property taxes.

The City bond rating was changed from A- to A during the audit from Standard and Poor’s Corporation.
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The City had previously maintained a self funded employee health plan for employees and dependents in
the prior fiscal year (2009). Effective June 2009, this plan was terminated and a typical health insurance
contract was entered into with TML. For information purposes the City’s claimed liabilities at the end of
September 30, 2009 were $20,000. The residual net assets of the self funded program have been used to
create a capital improvement fund.

THE CITY’S FUNDS

At the close of the City’s fiscal year on September 30, 2010, the governmental funds of the City reported
a combined fund balance of $1,859,108. This ending balance includes an increase in the City’s General
Fund-Fund Balance of $492.,531 from $781,702 to $1,274,233.

Other governmental fund balances include:

Street Maintenance Tax Fund, decreased from $135,347 to $62,168.

The Ingleside Development fund balance increased by $44,349 to $294,093.
The Hotel-Motel Tax Fund decreased by $8,258 to $177,626.

The Debt Service fund balance decreased by $3,885 to $30,782.

In the Proprietary Funds, retained earnings changes are:

e The unrestricted net assets of the Enterprise Funds increased $1,976,015 to $2,178,132.
e The unrestricted net assets of the Internal Service Fund (Self Funded Insurance) decreased
$481,897 to $0 was a phase out elimination of that fund.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s elected and appointed officials considered many factors when setting the fiscal year 2011
budget, tax rates and fees that will be charged for the business-type activities. The total growth of the
City’s commercial development and revenues remain on target. Total property tax valuations continue to
increase; thus the property tax revenues are still increasing while the tax rate decreases. Water and sewer
utility rates provide adequate revenue to cover the cash expenses of the Utility fund in spite of the
reduction of the military. If the redevelopment of the Naval Station Ingleside property is delayed for a
significant length of time, rate increases are expected to be needed in order to cover capital projects, cash
increases, depreciation, and transfers to the General Fund.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT
This financial report is designed to provide the citizens, taxpayers, customers, and investors and creditors
with a general overview of the City’s finances and to show the City’s accountability for the money it

receives from all sources. If you have questions about this report or need additional financial information,
contact Jim Gray, City Manager, at the City of Ingleside, P.O. Drawer 400, Ingleside, Texas 78362,
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CITY OF INGLESIDE, TEXAS

EXHIBIT A-1

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010
Primary Government

Data Business
Control Governmental Type
Codes Activities Activities Total
ASSETS
1010 Cash and Cash Equivalents $ 778,845  § 500 $ 779,345
1030 Investments - Current 2,100,318 1,585,733 3,686,051
1150 Receivables (net of allowance for uncollectibles) 762,167 248,381 1,010,548
1300 Internal Balances (1,009,004) 1,009,004 -
1390 Due from Others 18 - 18
1410  Inventories 6,861 51,449 58,310
1430 Prepaid Items 8,435 9,643 18,078
1440 Deferred Charges - 210,908 210,908

Restricted Assets:

Temporarily Restricted:

1612 Revenue Bond Reserve - 206,329 206,329
1613 Sinking Fund Bonds - 236,207 236,207

Capital Assets:
1710 Land 3,836,406 329,494 4,165,900
1720 Infrastructure, net 1,941,763 - 1,941,763
1730 Buildings, net 4,086,128 89,571 4,175,699
1740 Improvements other than Buildings, net - 16,170,137 16,170,137
1750 Machinery and Equipment, net 1,748,331 67,173 1,815,504
1780 Construction in Progress - 97,000 97,000
1000 Total Assets 14,260,268 20,311,529 34,571,797
LIABILITIES
2020  Accounts Payable 646,062 359,340 1,005,402
2070 Intergovernmental Payable 7,493 - 7,493
2250 Bonds Payable - Current - 270,000 270,000
2400 Payable from Restricted Assets 14,606 135,610 150,216

Noncurrent Liabilities
2501 Due Within One Year 260,619 - 260,619
2502 Due in More Than One Year 1,895,960 3,025,000 4,920,960
2000 Total Liabilities 2,824,740 3,789,950 6,614,690
NET ASSETS
3200 Invested in Capital Assets, Net of Related Debt 9,456,049 13,900,911 23,356,960

Restricted for:
3810 Restricted for Revenue Bond Retirement - 442,536 442,536
3820 Restricted for Commitments 30,173 - 30,173
3830 Restricted for Special Reveune 600,174 - 600,174
3840 Restricted for Debt Service 53,090 - 53,090
3900 Unrestricted Net Assets 1,296,042 2,178,132 3,474,174
3000 Total Net Assets $ 11,435,528  § 16,521,579 $ 27,957,107

The notes to the Financial Statements are an integral part of this statement.



CITY OF INGLESIDE, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Data
Control
Codes

Primary Government:
GOVERNMENTAL ACTIVITIES:

10 General Government

2t Public Safety

31 Public Works

50 Culture and Recreation

65 Economic Development and Assistance

73 Bond Interest

Total Governmental Activities:

BUSINESS-TYPE ACTIVITIES:
701 Utility Fund
Total Business-Type Activities:

TOTAL PRIMARY GOVERNMENT:

Data
Control
Codes

5010
5011
5120
5170
5180
5190
5600
5700
5800
5800

Program Revenues

Expenses

$ 1,012,857 $
2,291,727
1,896,300
821,366
1,362,645
115,175

7.500.070

3,424,209
3,424,209

h) 10,924,279 $

General Revenues:
Taxes:
Property Taxes, Levied for General Purposes
Property Taxes, Levied for Debt Service
Sales Taxes
Franchise Taxes
Other Taxes
Penalty and Interest
Grants and Contributions Not Restricted
Miscellaneous Revenue
Investment Earnings
Transfers In (Out)

Total General Revenues and Transfers
Change in Net Assets

Net Assets--Beginning
Prior Period Adjustment
Net Assets--Ending

The notes to the Financial Statements are an integral part of this statement.
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Charges for
Services

3,657,122
3,657,122

3,657,122



$

Net (bxpense) Revenue and

Changes in Net Assets

Primary Govern

Governmental

Activities

(1,012.857) §
(2.291.727)
(1.896.300)
(821.366)
(1.362.645)
(113.175)

(7.300,070)

(7.500,070)

2,154,429
358.788
1.033.770
389.295
190,612
36.764
1,709.155
1.436,614
4,386
870,552

8,184,365

684.295
10.751.233

11.435528 §

Business-type
Activities

o~
[5%]
N
(9%)

~

)
[
Nl O
“

~
)
'(\)
Rl
‘“s

1,350

3,588
(870,552)

(865.614)
(632.701)

16,672.383
481,897

16521579 §

Towal

(1.012.837)
(2,291.727)
(1.896.300)
(821.366)
(1.362.645)
(115.175)

(7.500,070)

2,154,429
358,788
1.033.770
389.295
190,612
36,764
1,710,503
1,436,614
7.974

7.318,751

51,594

27.423.016
481.897

27,957,107

EXHIBIT B-1



CITY OF INGLESIDE, TEXAS
BALANCE SHEET
GOVERNMENT FUNDS
SEPTEMBER 30, 2010

ASSETS

Cash and Texpool Accounts
Receivables and Allowances:
Accounts
Assesments, Fees and Other
Hotel-Motel Tax/Other
Inventory
Due From Other Governmental Agencies
Sales Taxes and Other
Ad Valorem Taxes
Allowance for Uncollectible Taxes
Due From Other Funds
Prepaid Items

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

Accounts Payable

Short Term Loan (TRAN)

Due to Other Funds

Deferred Revenues
TOTAL LIABILITES

FUND BALANCE

Reserve for Inventory

Reserve for Prepaid Items

Reserve for Public Safety/Works

Reserve for Tourism and Development

Reserve for Debt Service

Unreserved
Committed Fund Balance - Economic
Committed Fund Balance - Compensated
Undesignated

TOTAL FUND BALANCE
TOTAL LIABILITIES AND FUND BALANCE
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EXHIBIT C-1
Local
Redevelopment Other Total

Authority Governmental Governmental

General Fund Funds Funds
2,273,876 23,001 582,287 2,879,164
5,310 244,191 107,641 357,142
597 - 34,290 34,886
6,861 - - 6,861
180,305 - 135,760 316,065
237,389 - 41,076 278,465

(189,911) - (32,861) (222,772)

188,513 31,735 96,510 316,757
8,435 - - 8,435
2,711,374 298,927 964,702 3,975,004
250,823 184,067 234,872 669,761
1,137,250 50,686 137,827 1,325,763
49,068 64,174 7,127 120,369
1,437,141 298,927 379,825 2,115,893
6,861 - - 6,861
8,435 - - 8,435
- - 61,710 61,710
- - 477,204 477,204
- - 45,963 45,963
30,173 - - 30,173
1,228,764 - - 1,228,764
1,274,233 - 584,877 1,859,111
2,711,374 298,927 964,702 3,975,004




EXHIBIT C-2
CITY OF INGLESIDE, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Total Fund Balances - Governmental Funds $ 1,859,110

The City uses internal service funds to charge the costs of certain activities, such as 0-
self-insurance and printing, to appropriate functions in other governmental funds.

The assets and liabilities of the internal service funds are included in governmental

activities in the statement of net assets. The net effect of this consolidation is to

Increase (decrease) net assets.

Capital assets used in governmental activities are not financial resources and 8,794,131
therefore are not reported in governmental funds. At the beginning of the year, the

cost of these assets was $14,714,071 and the accumulated depreciation was

$7,197,415. In addition, long-term liabilities, including bonds payable, are not due

and payable in the current period, and, therefore are not reported as liabilities in the

funds. The net effect of including the beginning balances for capital assets (net of

depreciation) and long-term debt in the governmental activities is to increase

(decrease) net assets.

Current year capital outlays and long-term debt principal payments are expenditures 1,263,766
in the fund financial statements,but they should be shown as increases in capital

assets and reductions in long-term debt in the government-wide financial statements.

The net effect of including the 2010 capital outlays and debt principal payments is to

increase (decrease) net assets.

The 2010 depreciation expense increases accumulated depreciation. The net effect (601,848)
of the current year's depreciation is to decrease net assets. ’

Various other reclassifications and eliminations are necessary to convert from the 120,369
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, eliminating interfund transactions,

reclassifying the proceeds of bond sales as an increase in bonds payable, and

recognizing the liabilities associated with maturing long-term debt and interest. The

net effect of these reclassifications and recognitions is to increase (decrease) net

assets.

Net Assets of Governmental Activities 11.435 522;

‘ &

The notes to the Financial Statements are an integral part of this statement.
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CITY OF INGLESIDE, TEXAS

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

YEAR ENDED SEPTEMBER 30, 2010

REVENUES
Taxes
Licenses and Permits
Intergovernmental
Charges for Services
Fines and Penalties
Interest
Other

TOTAL REVENUES

EXPENDITURES

Current
General Administration
Cutural and Recreational, Tourism/Advertising/Training
Public Safety
Economic Development
Public Works

Debt Service

Principal Retirement
Interest and Fiscal Charges

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers from Other Funds
Transfer to Other Funds

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES AND OTHER USES

FUND BALANCE (Deficit), beginning of year
Prior Period Adjustment

FUND BALANCE, end of year

EXHIBIT C-3
Local
Redevelopment Other Total
Authority Governmental ~ Governmental
General Fund Funds Funds

3,333,720 - 878,026 4,211,746
41,350 - - 41,350
20,928 842,736 783,306 1,646,970
969,647 - - 969,647
154,405 - - 154,405
- - 1,391 1,391
94,098 73,837 - 167,935
4,614,149 916,573 1,662,722 7,193,444
991,669 - - 991,669
566,445 - 147,890 714,335
2,007,434 - 1,405 2,008,839
122,566 865,887 420,779 1,409,232
1,384,741 - 567,554 1,952,295
- - 405,000 405,000
- - 112,527 112,527
5,072,855 865,887 1,655,155 7,593,896

(458,707) 50,686 7,568 (400,453)
951,238 - - 951,238

- (50,686) (30,000) (80,686)
951,238 (50,686) (30,000) 870,552
492,531 - (22,432) 470,099
781,702 - 607,309 1,389,011
1,274,233 - 584,877 1,859,111
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EXHIBIT C-4
CITY OF INGLESIDE, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Total Net Change in Fund Balances - Governmental Funds $ 470,098

The city uses some internal service funds to charge the costs of certain activities 0-
primarily to the governmental funds. The net income (loss) of these internal service

funds are reported with governmental activities. The net effect of this consolidation is

to increase (decrease) net assets.

Current year capital outlays and long-term debt principal payments are expenditures in 1,263,766
the fund financial statements, but they should be shown as increases in capital assets

and reductions in long-term debt in the government-wide financial statements. The net

effect of removing the 2010 capital outlays and debt principal payments is to increase

(decrease) net assets.

Depreciation is not recognized as an expense in governmental funds since it does not (601,848)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the (447,721)
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue earned from the current year's tax levy, eliminating interfund transactions,

reclassifying the proceeds of bond sales, and recognizing the liabilities associated with

maturing long-term debt and interest. The net effect of these reclassifications and

recognitions is to increase (decrease) net assets.

Change in Net Assets of Governmental Activities $ 684.295

The notes to the Financial Statements are an integral part of this statement.
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CITY OF INGLESIDE, TEXAS EXHIBIT C-5
GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE-

BUDGET (GAAP) AND ACTUAL

YEAR ENDED SEPTEMBER 30, 2010 WITH COMPARATIVE ACTUAL AMOUNTS FOR 2009

2010 2009
Variance With
BUDGETED AMOUNTS Final Budget
Original Final Actual Positive/Negative Actual
REVENUES
Taxes 3,437,469 3,237,244 3,333,720 96,476 3,427,659
Licenses and Permits 52,150 42,150 41,350 (800) 53,358
Intergovernmental 6,120 6,120 20,928 14,808 12,515
Charges for Services 960,450 960,450 969,647 9,197 978,601
Fines and Penaltics 153,500 153,500 154,405 905 147,677
Other 49,223 49,223 94,098 44,875 206,071
Total Revenues 4,658,912 4,448,687 4,614,149 165,462 4,825,881
EXPENDITURES
Current
General Administration 1,291,168 1,255,868 991,669 264,199 995,837
Public Safety 1,986,419 2,027,210 2,007,434 19,776 1,997,638
Public Works 1,481,640 1,428,440 1,384,741 43,699 1,377,798
Culture and Recreation 691,286 536,844 566,445 (29,601) 596,339
Economic Development - 147,942 122,566 25,376 82,772
Total Expenditures 5,450,513 5,396,304 5,072,855 323,449 5,050,384
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (791,601) (947.,617) (458,707) (488,910) (224,503)
OTHER FINANCING SOURCES (USES)
Transfers From (To) Other Funds 794,506 952,026 951,238 (788) 932,866
EXCESS (DEFICIENCY) OF REVENUES AND
OTHER SOURCES OVER EXPENDITURES
AND OTHER USES 2,905 4,409 492,531 488,122 708,363
FUND BALANCE, beginning of year 781,702 781,702 781,702 - 73,339
Prior Period Adjustment - - - - -
FUND BALANCE, end of year 784,607 786,111 1,274,233 488,122 781,702

38



City Of B Ingleside

39



CITY OF INGLESIDE, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2010

ASSETS

Current Assets:
Cash and Cash Equivalents
Receivables and Allowances
Accounts
Water and Wastewater Billings
Assessments
Other
Allowance for Uncollectible Accounts
Due from Other Funds
Bond Issue Cost (Net)
Prepaid Items
Inventory
Total Current Assets

Non-Current Assets:
Restricted Assets:
Cash and Cash Equivalents
Revenue Bond Reserves
Total Non-Current Assets

Capital Assets
Land
Construction in Progress
Buildings
Water System
Sewer System
Vehicles
Furniture and Equipment

Total Capital Assets

Less Accumulated Depreciation
Net Capital Assets

TOTAL ASSETS

Business-Type
Activities
Enterprise

Fund
Utility
Fund

1,586,233

445,636
9,449
5,407

(212,111)
1,009,006

210,908

9,643
51,449

3,115,618

442,536
442,536

329,494
97,000
452,301
6,445,654
20,438,494
772,674
239,747

28,775,365

(12,021,989)
16,753,376

20,311,530
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CITY OF INGLESIDE, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2010

LIABILITIES

Current Liabilities
Accounts Payable
Accrued Liabilities
Compensated Absences
Due to Other Funds
Capital Leases Payable
Current Portion of Revenue Bonds Payable
Customer Meter Deposits

Total Current Liabilities
Liabilities (Payable from Restricted Assets):

Long-Term Liabilities
Revenue Bonds Payable
Total Long-Term Liabilities

Total Liabilities

NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted for:

Revenue Bond Retirement

Commitments
Unrestricted

Net Assets

The accompanying notes to financial statements are an integral part of this statement.

Business-Type
Activities
Enterprise

Fund
Utility
Fund

Governmental
Activities-
Internal
Service
Fund

319,667
25,101
14,572

270,000
135,610

764,950

3,025,000

3,025,000

3,789,950

13,900,911

442,536

2,178,132

16,521,579
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CITY OF INGLESIDE, TEXAS

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

YEAR ENDED SEPTEMBER 30, 2010

OPERATING REVENUES
Water Sales
Sewer Sales
Other Fees and Charges
Total Operating Revenues

OPERATING EXPENSES
Personnel Costs
Contracted Services
Supplies
Maintenance
Self Insurance Claims & Administration
Other Operating Expenses
Water Purchased
Depreciation
Amortization

Total Operating Expenses

Net Operating Income

NON-OPERATING REVENUES (EXPENSES)
Refunding Bonds Issued
Payments to Escrow Agents
Grant Income
Interest Income
Interest and Fiscal Charges
Net Non-Operating Revenues (Expenses)
Income Before Transfers

Transfers in (out) net

Change in Net Assets
Prior Period Adjustment

NET ASSETS BEGINNING OF YEAR

NET ASSETS END OF YEAR

Business-Type
Activities
Enterprise Fund
Utility
Fund

2,070,485
1,416,390

149,436
3,636,311

759,290
452,947

94,454
187,036

115,849
934,363
710,725
21,478
3,276,142

360,170

1,350

3,588
(146,409)
(141,471)

218,699
(369,502)

(150,804)

16,672,383

16,521,579

42

Governmental
Activities-
Internal
Service
Fund

20,811
20,811

19,153

(501,050)

(481,897)

481,897
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CITY OF INGLESIDE, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

YEAR ENDED SEPTEMBER 30, 2010

Cash flow from operating activities:
Cash received from customers
Cash received from other funds for services
Cash payments to suppliers for goods and services
Cash payments to employees for services
Other adjustments
Net cash provided by operating activities
Cash flows from noncapital financing activities:
Transfers to other funds
Cash Flows from Capital and Related Financing Activities:
Net Refunds bonds/costs
Grant Proceeds
Principal Payment on bonds
Interest and Fiscal Charges Paid
Purchase of Capital Assets
Prior period adjustment
Net Cash Used for Capital and Related Financing Activites
Cash Flows from Investing Activities- Interest Income
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
Operating Activities
Operating Income
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities:
Depreciation
Amortization
Change in Assets and Liabilities:
(Increase) Decrease in Accounts Receivable (Net)
(Increase) Decrease in Due from Other Funds
(Increase) Decrease in Due from Other Governments
(Increase) Decrease in Prepaid Items
(Increase) Decrease in Inventory
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Accrued Liabilities
Increase (Decrease) in Due to Other Funds
Increase (Decrease) in Capital Leases Payable
Increase (Decrease) in Compensated Absences
Increase (Decrease) in Customer Deposits
Net Cash Provided by Operating Activities
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Business-Type
Activities
Enterprise
Fund
Utility
Fund

3,724,150

(1,874,471)
(759,876)

1,089,803

(369,502)

1,350
(260,000)
(146,409)
(149,397)

(554,456)

3,588
169,432
1,859,337

2,028,769

360,170

710,725
21,478

311,887
(221,380)

(5.300)
2,630
(9,622)
(1,672)
(39,307)

(586)
(39,221)

1,089,803

EXHBIT D-3

Governmental
Activities-
Internal
Service
Fund

20,811
(183,504)

(162,693)

(501,050)

1
1

(663,742)

663,742
0

19,153

(161,846)

(20,000)

(162,693)
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I

CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The City of Ingleside, Texas, (the “City”) was incorporated on June 18, 1951 under the provisions
of the laws for the State of Texas. The City operates under a charter with a Council-Manager type
of government where the Mayor and six Council members are elected on a rotating schedule, prior
to 2010, members were elected at large, after 2010 members are elected under a place format. The
City provides the following services: public safety (police and fire), highways and streets,
sanitation, waterworks, cultural and recreation, public improvements, planning and zoning, and
general and 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 its component units,
entities for which the City is considered financially accountable. Blended component units,
although legally separate entities are, in substance, part of the City operations and so data from
these units are combined with data from the City. If applicable, discretely presented units are
reported in a separate column in the combined financial statements to emphasize they are legally
separate from the City.

Blended Component Units

The City of Ingleside Development Corporation (the Corporation) was formed to promote
economic development within the City and to administer the distribution of the proceeds
of any development bonds issued and certain development sales taxes received on behalf
of the City. The City Council appoints a seven-member board of directors of which four
are council members. The operational and capital budget must be approved by the City
Council. Due to the financial interdependency of the Corporation, it is a blended
component unit reported as a special revenue fund. The Corporation does not issue
separate financial statements. Additional financial information can be obtained at City
Hall.

On April 8, 2009, the City Council adopted Resolution 950 creating the Ingleside Local
Development Corporation for the purpose of facilitating the development, assisting and
acting on behalf of the City to cause and arrange for the design, development,
construction, implementation financing and operation of a master planned community
with an architecturally controlled commercial town center on a 1200 acre tract within the
City of Ingleside. The public improvements within this tract will be funded through the
creation of the Ingleside Tax Increment Reinvestment Zone #1. The TIRZ#1 will collect
65% of the ad valorem tax collections on the incremental value above the 2006 base value
of the property in the amount of $2,932,154. There have been no collections.

Discretely Presented Component Unit
There are no component units, which require discrete presentation
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Related and Jointly Governed Organizations
Organizations that are administered by separate boards or commissions provide services
within the City. However, the City is not financially accountable for these organizations.
Therefore, they are not component units of the City, even if the City Council could
appoint a voting majority of the organizations’ board. Consequently, financial information
for the Coastal Bend Council of Governments and in the Ingleside Chamber of Commerce
is not included in these financial statements.

The City complies with Generally Accepted Accounting Principles (GAAP). The City’s reporting
entity applies all relevant Governmental Accounting Standards Board (GASB) pronouncements.
Enterprise funds apply Financial Accounting Standards Board (FASB) pronouncements and
Accounting Principles Board (APB) opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB
prevails.

Government-wide and fund financial statements

The government-wide financial statements (the statement of net assets and the statement of
activities) report information on all of the activities of the City. The effect of interfund activity,
within the governmental and business-type activities columns, has been removed from these
statements. However, any interfund services provided and used are not eliminated in the process
of consolidation. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
program are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific program. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given program
and 2) operating or capital grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Fund Financial Statements:

The City segregates transactions related to certain functions or activities in separate funds in order
to aid financial management and to demonstrate legal compliance. Separate statements are
presented for governmental and proprietary activities. These statements present each major fund as
a separate column on the fund financial statements; all non-major funds are aggregated and
presented in a single column.

Governmental funds are those funds through which most governmental functions typically are

financed. The measurement focus of governmental funds is on the sources, uses and balances of
current financial resources. The City has presented the following major governmental funds:

47



CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

General Fund-

The General Fund is the main operating fund of the City. This fund is used to account for all
financial resources not accounted for in other funds. All general tax revenues and other receipts
that are not restricted by law or contractual agreement to some other fund are accounted for in this
fund. General operating expenditures, fixed charges and capital improvement costs that are not
paid through other funds are paid from the General Fund.

Proprietary Funds are accounted for using the economic resources measurement focus and the
accrual basis of accounting. The accounting objectives are determinations of net income, financial
position and cash flow. All assets and liabilities are included on the Statement of Net Assets. The
City has presented the following major proprietary funds:

Utility Fund-

The Utility Fund is used to account for the provision of water and sewer services to the residents of
the City. Activities of the fund include administration, operations and maintenance of the water and
sewer system and billing and collection activities. The fund also accounts for the accumulation of
resources for, and the payment of, long-term debt principal and interest for water and sewer debt.
All costs are finance through charges to utility customers with rates reviewed regularly and
adjusted if necessary to ensure integrity of the funds.

Additionally, the City reports the following fund types:
Internal Service Fund-

The Self-Funded Insurance Service Fund is used to account for the provision of group health and
dental insurance coverage for all eligible City employees.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. Operating
expenses for the proprietary funds include the cost of personal and contractual services, supplies
and deprecation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Effective June 1, 2009, the City discontinued the City’s self insurance program. The City has
contracted with TML to provide group health and dental insurance for eligible City employees.
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus
applied.

The government-wide statements and fund financial statements for proprietary funds are reported
using the economic resources measurement focus and the accrual basis of accounting. The
economic resources measurement focus means all assets and liabilities (whether current or non-
current) are included on the statement of net assets and the operating statements present increases
(revenues) and decreases (expenses) in net total assets. Under the accrual basis of accounting,
revenues are recognized when earned, including unbilled water and sewer services which are
accrued. Expenses are recognized at the time the liability is incurred.

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recognized when susceptible to accrual;
Le.., when they become both measurable and available. “Measurable” means the amount of the
transaction can be determined and “available” means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. The City considers revenue as
available if they are collected within 60 days after year-end. Expenditures are recorded when the
related fund liability is incurred. However, debt services expenditures, except for interest payable
accrued at the debt issuance date for which cash is received with the debt proceeds, as well as
expenditures related to compensated absences are recorded only when payment has matured and
will be payable shortly after year-end.

The revenues susceptible to accrual are property taxes, franchise fees, licenses, charges for service,
interest income and intergovernmental revenues. Sales taxes collected and held by the state at
year-end on behalf of the government are also recognized as revenue. All other governmental fund
revenues are recognized when received, as they are deemed immaterial.

Encumbrances/Commitments

Encumbrances represent commitments related to unperformed contracts for goods and services.
Encumbrance accounting under which purchase orders, contracts and other commitments for the
expenditure of resources are recorded to reserve that portion of the applicable appropriation is not
utilized by the City’s accounting system. Encumbrances outstanding at year end are reported as
reservations of fund balances and do not constitute expenditure or liabilities until the commitments
are honored by inclusion in the subsequent year’s budget. There are no significant encumbrances
outstanding at September 30, 2010.

Committed Fund Balances — Obligations of a fund for a future period(s) have been shown as a
commitment of Fund Balance.
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Cash and Investments

The City can legally invest in certificates of deposit, obligations of the U.S. Government and its
Agencies or instrumentalities, State obligations, local government investment pools and certain
money market funds.

The City has implemented GASB Statement 31, “Accounting and Financial Reporting for Certain
Investments and for External Investment Pools.” As a governmental entity other than an external
investment pool, in accordance with GASB 31 the City’s investments are stated at market value,
except for money market investments with remaining maturity of one year or less when purchased
and nonparticipating interest earning investment contracts.

For purposes of the statement of cash flows, the enterprise and internal service funds consider cash
on hand, demand deposits, and short-term investments with original maturities of three months or
less when purchased to be cash and cash equivalents.

Prepaid Items

Prepaid balances are for payments made by the City in the current year to provide services
occurring in the subsequent fiscal year, and the reserve for prepaid items has been recorded to
signify that a portion of fund balance is not available for other subsequent expenditures.
Inventories

Inventories in the Proprietary Funds are valued at cost, which approximates market, using the first

in/first out (FIFO) method. The costs of governmental fund type inventories are recorded as
expenditures when consumed rather then when purchased.

. Interfund Receivables and Payables

Any residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as “internal
balances.”

Transactions Between Funds

Legally authorized transfers are treated as interfund transfers and are included in the results of
operations of both Governmental and Proprietary Funds.
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, are reported in
the applicable governmental or business-type activities columns in the government-wide financial
statements and in the fund financial statements for proprietary funds. All capital assets are valued
at historical cost or estimated historical cost if actual historical cost is not available. Donated assets
are valued at their fair market value on the date donated. Repairs and maintenance are recorded as
expenses. Renewals and betterments are capitalized. Interest has been capitalized during the
construction period on capital assets — See Note 11. Assets capitalized have an original cost of
$5,000 or more and over three years of useful life. Deprecation has been calculated on each class
of depreciable property using the straight-line method. Estimated useful lives are as follows:

Buildings 10-50 Years
Water and Sewer System 20-50 Years
Infrastructure 20-30 Years
Machinery and Equipment 5-10 Years
Improvements 10-20 Years
Vehicles 5-10 Years

Compensated Absences

In proprietary fund types, accumulated unpaid compensated absences are accrued when incurred.
The accruals are reported as liabilities and expenses for the year incurred. The liability in the
governmental fund types is recorded only in the Government-wide Financial Statements. The
amount expected to be paid from current resources is not considered to be significant. The City
allows employees to accumulate up to a maximum of 960 hours of sick leave. However, sick days
do not vest, and accordingly, employees can be paid sick leave only when sick. Since an
employee’s right to receive compensation for future absences is contingent upon the absences
being caused by future illnesses and since amounts cannot be reasonably estimated, a liability for
unused sick leave is not recorded in the financial statements. Up to 15 days of accumulated earned
vacation will be paid to an employee upon termination.

Net Assets and Fund Equity, Commitments

In the government-wide financial statements and proprietary funds financial statements, net assets
are reported in three categories: net assets invested in capital assets, net of related debt; restricted
net assets; and unrestricted net assets. Net assets invested in capital assets, net of related debt
represents capital assets less accumulated depreciation less outstanding principal of related debt.
Net assets invested in capital assets, net of related debt does not include the unspent proceeds of
capital debt. Restricted net assets represent net assets restricted by parties outside of the City (such
as creditors, grantors, contributors, laws, and regulations of other governments). All other net
assets are considered unrestricted.

Committed Fund Equity/Net Assets — Obligations of fund equity/net assets for a future period(s)
have been shown as a commitment of Fund Equity/Net Assets.
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that are
subject to change.

M. Use of Estimates

The preparation of basic financial statements in conformance with GAAP requires management to
make estimates and assumptions that affect the amount reported in the basic financial statements
and accompanying notes. Actual results may differ from those estimates.

II Reconciliation of Government-wide and fund financial statements

A. Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets.

Exhibit C-2 provides the reconciliation between the fund balance for total governmental funds on
the governmental fund balance sheet and the net assets for governmental activities as reported in
the government-wide statement of net assets. One element of that reconciliation explains that
capital assets are not financial resources and are therefore not reported in governmental funds. In
addition, long-term liabilities, including bonds payable, are not due and payable in the current
period and are not reported as liabilities in the funds. The details of capital assets and long-term
debt at the beginning of the year were as follows:

Capital Assets Accumulated Net Value atthe Change in Net
at the Beginning of the vear Historic Cost Depreciation Beginning of the Assets
Year
Land 3,836,406 - 3,836,406
Buildings 5,220,012 (1,086,604) 4,133,408
Furniture & Equipment 3,103,263 (1,810,773) 1,292,490
Construction in Progress - - -
Infrastructure 6.390.796 (4.300,038) 2,090,758
Change in Net Assets 18,550,477 (7,197,415) 11,353,062

Long-term Liabilities

at the Beginning of the year
Bonds and Loans Payable 2,501,000

Comp. Absences & Other 57.931
Change in Net Assets 2,558,931 (2.558.931)
Net Adjustment to Net Assets 8,794,131
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

B. Explanation of certain differences between the governmental fund statement of
revenues, expenditures, and changes in fund balances and the government-wide
statement of activities.

Exhibit C-4 provides the reconciliation between the net changes in fund balance as shown on the
governmental fund statement of revenues, expenditures, and changes in fund balances and the changes
in net assets of governmental activities as reported on the government-wide statement of activities.
One element of that reconciliation explains that current year capital outlays and debt principal
payments are expenditures in the fund financial statements, but should be shown as increases in capital
assets and decreases in long-term debt in the government-wide statements. This adjustment affects both
the net asset balance and the change in net assets. The details of this adjustment are as follows:

Adjustments to Adjustments to

Amount Changes in Net Net Assets
Assets
Current Year Capital Qutlay

Land
Buildings & Improvements 90,619 90,619 90,619
Furniture & Equipment 755,939 755,939 755,939
Infrastructure 14,856 14,856 14,856
Construction in Progress

Total Capital Outlay 861,414 861.414 861.414

Debt Principal Payments
Bond Principal — net 402,352 402,352 402,352
Loan Principal
Capital Lease Payments

Other
Total Principal Payments
Total Adjustment to Net Assets 402,352 1,263,76 1,263,766

Another element of the reconciliation on Exhibit C-4 is described as various other reclassifications and eliminations
necessary to convert from the modified accrual basis of accounting to accrual basis of accounting. This adjustment
is the result of several items. The details for this element are as follows:

Amount Adjustmentsto  Adjustments
Change in Net  to Net Assets
Assets
Adjustments to Revenue and Deferred Revenue
Taxes Collected from Prior Year Levies 120,369 120,369
Uncollected taxes(assumed collectible) from Current Year
Levy
Uncollected Taxes (assumed collectible) from Prior Year
Levy
Other 447.721 (447.721)
Total (447,721 120.369
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

IIT Stewardship, Compliance and Accountability

1

CASH AND INVESTMENTS
Legal and Contractual Provisions Governing Deposits and Investments

The Public Funds Investment Act (Texas Government Code Charter 2256) contains specific provisions in
the areas of investment practices, management reports and establishment of appropriate policies. Among
other things, it requires the City to adopt, implement, and publicize an investment policy. That policy must
address the following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable
investments, (4) acceptable risk levels, (5) expected rates of return, (6) maximum allowable stated maturity
of portfolio investments, (7) maximum average dollar-weighted maturity allowed based on the stated
maturity date for the portfolio, (8) investment staff quality and capabilities (9) and bid solicitation
preferences for certificates of deposit. Statutes authorize the City to invest in (1) obligations of the U.S.
Treasury, certain U.S. Agencies, and the State of Texas; (2) certificates of deposit, (3) certain municipal
securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers acceptances, (7)
mutual funds, (8) investment pools, (9) guaranteed investment contracts, and (10) common trust funds. The
Act also requires the City to have independent auditors perform test procedures related to investment
practices as provided by the Act. The City is in substantial Compliance with the requirements of the Act and
with local policies.

A. Cash Deposits

At September 30, 2010, the carrying amount of the City’s deposits (cash, certificates of deposit, and
interest-bearing savings accounts included in temporary investments) was $4,907,932 and the bank
balance was $5,018,816. The City’s cash deposits at September 30, 2010 and during the period ended
September 30, 2010, were entirely covered by FDIC insurance or by pledged collateral held by the
City’s agent bank in the City’s name.

B. Investments
As of September 30, 2010, the City had the following investments and maturities:
Investment Maturities (In Years)

Investment Type Fair Value Less than 1 1to2 2to3
U.S. Treasury Money Markets - - -
Investment Pools:

Investment in TexPool 4.158.854 4.158.854 -
Total Fair Value 4,158,854 4.158.854 -
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CITY OF INGLESIDE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
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Interest Rate Risk- In accordance with state law and City policy, the City does not purchase any
investments with maturities greater than 10 years.

Credit Risk- In accordance with state law and the City’s investment policy, investments in mutual funds
and investment pools must be rated at least AAA, commercial paper must be rated at lease A-1 or P-1,
and investments in obligations from other states, municipalities, countries, etc. must be rated at least A.
The City’s investments in investment pools were rated AAA.

Concentration of Credit Risk- the City does not place a limit on the amount the City may invest in any
one issuer. The City does not have a concentration of credit risk.

Custodial Credit Risk- For an investment, custodial credit risk is the risk that, in the event of the failure
of the counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The City does not have a custodial credit risk.

2. CAPITAL ASSETS

Capital assets activity for the year ended September 30, 2010, was as follows:
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