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FINANCIAL SECTION

PATTILLO, B R O W N & HILL,L.L.P
CERTIFIED PUBLIC A C C O U N T A N T S

H BUSINESS CONSULTANTS

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Member of the City of Council
City of Port Isabel, Texas
We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Port Isabel, Texas, as of and for the year ended September 30, 2008, which
collectively comprise the City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Port Isabel, Texas' management. Our responsibility is to
express an opinion 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, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the City of Port
Isabel, Texas, as of September 30, 2008, and the respective changes in financial position, and cash flows,
where applicable, thereof for the year then ended in conformity with accounting principles generally accepted
in the United States of America.
In accordance with Government Auditing Standards, we have also issued our report dated May 28, 2009, on
our consideration of the City of Port Isabel, Texas' internal control over financial reporting and 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 important for assessing the results of our audit.
The management's discussion and analysis and budgetary comparison information on pages 4 through 9 and
39 through 40, are not a required part of the basic fmancial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Port Isabel, Texas' basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, and statistical section are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining and individual nonmajor
fund financial statements 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 sections 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.
r\

May 28,2009
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MANAGEMENT'S DISCUSSION AND ANALYSIS
Our discussion and analysis of the City of Port Isabel, Texas' (the "City") financial performance provides an
overview of the City's financial activities for the fiscal year ending September 30, 2008. Please review in
conjunction with the City's fmancial statements.

REVIEWING THE ANNUAL REPORT
The annual report covers multiple financial statements. The Statement of Net Assets and the Statement of
Activities supply data about the activities of the City as a whole and provide thorough information regarding the
City's finances. For government activities, these statements show how services were financed and what remains
for future spending. Fund financial statements show City operations in more detail than government-wide
statements, as they provide information about the City's most important funds. Additional statements provide
financial data for activities in which the City serves as a trustee or agent for those not in government.

FINANCIAL HIGHLIGHTS
There were three events with material financial consequences which happened during this year's operations. They
are Hurricane Dolly, the correction of various items hom previous years, and change in accounting methods of
recording some revenues and expenses so monthly financial reports could be produced to assist in the
management of the city. The total effect of the last two items is shown as a Prior Period Adjustment within the
General Fund column of the Statement of Revenues, Expenditures and Changes in Fund Balances, Governmental
Funds on page 13 in the amount of $346,130 and is further broken down in Note 4, page 3 8.
The direct fmancial effect of Hurricane Dolly was only separated to the extent necessary to apply for help from
FEMA and submit insurance claims. The expense paid over the amount received from FEMA and Insurance was
$69,486 plus wages contributable to Dolly recovery. Wage expense from hours worked on Dolly recovery by city
employees were never separated from normal wages.
Net assets of business-type activities were $636,984 and net assets of govemmental activities were $1 1,259,703.
o

The current year's expense total was $5,260,400 as compared to the $5,555,281 generated in tax and other
revenues for govelmnental programs.

o

For business-type activities, City revenues were $142,812. Expenses were $284,060.

e

The yearly cost for all City programs was $5,544,460.

e

Increase (decrease) in net assets for Governmental Activities was $197,812 and Business Activities ($29,179),
for a net total of $168,633.

OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis is intended to serve as an introduction to the City's basic financial statements. The
City's basic financial statements are comprised of three components: (1) government-wide financial statements,
(2) fund financial statements and (3) notes to the fmancial statements. This report also contains other
supplementary information in addition to the basic fmancial statements themselves.
Government-wide Financial Statements - The government-wide financial statements, which begin on page 10
of this report, are designed to provide readers with a broad overview of the City's finances, in a manner similar to
a private-sector business.

The Statement of Net Assets presents information on all of the City's assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the City is improving or deteriorating.
The Statement of Activities presents information showing how the City's net assets changed during the fiscal
year. All changes in net assets are reported when the underlying event giving rise to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items
that will only result in cash flows in the future fiscal periods (e.g., uncollected taxes and earned but unused
compensated absences).
Both of the government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental revenues (governmental activities) from functions that are intended to recover all
or a significant portion of their costs through user fees and charges (business-type activities). The governmental
activities of the City include General Government, Public Safety, Public Works, Social Services, and Culture &
Recreation. The business-type activities of the City include the Museum and Cemetery.
The government-wide financial statements include not only the City of Port Isabel itself (known as the primary
government), but also a legally separate Economic Development Corporation. Financial information for this
component unit is reported separately from the financial information presented for the primary government, itself.
Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All funds of the City can be divided into two categories - governmental funds and proprietary
funds.
Governmental Funds - Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on current sources and uses of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financing decisions. Both the governmental funds balance
sheet and the governmental fund statements of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.
Beginning on page 12 of this report, information is presented separately in the Governmental Fund Balance Sheet
and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balances for the
General and Capital Improvement Funds, which are considered to be major funds. Data from the other
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these
non-major governmental funds is provided in the form of combining statements, which begin on page 41.

Proprietary Funds - The City maintains one type of proprietary fund. Enterprise Funds are used to report the
same functions presented as business-type activities in the government-wide financial statements. The City uses
Enterprise Funds to account for the Museum and Cemetery.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The basic proprietary fund financial statements, which begin on page 16 of this report, provide separate
information for the Museum Enterprise Fund since it is considered to be a major fund of the City. Data from the
other enterprise funds are combined into a single, aggregated presentation.
Notes to the Financial Statements - The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund fmancial statements. The notes to the
fmancial statements can be found on pages 20 - 3 8 of this report.
Other Information - In addition to the basic fmancial statements and accompanying notes, this report also
presents combining fund statements and schedules that further support the information in the financial statements.
The combining fund statements and schedules for nonmajor funds are presented immediately following the notes
to the financial statements beginning on page 41 of this report.
CITY SERVING AS TRUSTEE

Due to trust arrangements, the City is often accountable for assets that can only be used for trust beneficiaries. All
of these trustee proceedings are detailed in separate Statements of Fiduciary Net Assets and Changes in Fiduciary
Net Assets. Since the City cannot use these assets to fmance its operations, these activities are not included in
other fmancial statements. However, the City must be certain the assets detailed in these funds are used for their
intended purposes.
CITY AS A WHOLE

The City's combined net assets were $1 1,896,687 this year. However, net assets and expenses from governmental
and business-type activities must be reviewed separately. The tables on the following pages focus on the net
assets (Table 1) and changes in net assets (Table 2) of the City's governmental and business-type activities.
The City's net assets for governmental activities were $11,259,703 this year. Unrestricted net assets were
$1,299,581 this year. Unrestricted net assets are those that can be used to finance every-day operations without
restrictions set by legislation, debt covenants, or other legal regulations.
The net assets of the City's business-type activities were $636,984 this year.
City revenues (excluding special items) for the current year were $5,630,093. The total yearly cost of all programs
and services was $5,544,460.
GOVERNMENTAL ACTIVITIES

This year's governmental activities revenues were $5,555,281. The year's governmental activities cost was
$5,260,400.
Table 3 details the cost of the City's major programs as well as each program's net cost (total cost less revenues
generated by the program). The net cost indicates the financial burden that was shifted to the City's taxpayers by
each of these programs.
BUSINESS-TYPE ACTIVITIES

This year's Business-type activities revenues (see Table 2) were $142,812. This year's expenses were $284,060.

Table 1 - Net Assets
Governmental
Activities
Assets:
Currentandotherassets
Capital assets, net
Total assets
Liabilities:
Long-term debt
Other liabilities
Total liabilities
Net assets:
Invested in capital assets,
net of related debt
Restricted
Unrestricted
Total net assets

Business-type
Activities

2008

Combined
Total

Combined
Total

2008

2007
2,159,678
11,335,041
13,494,719

Increase
(Decrease)
$
(19,181)
(786,834)
(806,015)

133,566
658,45 1
792,017

522,704
475,858
998,562

(3 89,138)
182,593
(206,545)

10,414,641
144,329
1,337,717
$11,896,687

11,311,882
139,675
1,044,600
$12,496,157

(897,24 1)
4,654
293,117
(599,470)

2008

$ 2,089,877

9,949,359
12,039,236

50,620
598,848
649,468

133,566
645,967
779,533

12,484
12,484

9,815,793
144,329
1,299,581
$11,259,703

$

598,848

$

38,136
636,984

$

2,140,497
10,548,207
12,688,704

$

$

Table 2 Changes in Net Assets
Governmental
Activities

2008

Business-type
Activities

2008

Combined
Total

Combined
Total

2008

2007

Increase
(Decrease)

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Other taxes
Transfers
Miscellaneous
Special item
Total revenues

Program expenses:
General government
Public safety
Public works
Social services
Culture and recreation
Interest on long-term debt
Total expenses

1,275,287
2,180,837
1,474,608
94,067
23 5,60 1

284,060

1,275,287
2,180,837
1,474,608
94,067
519,661

5,260,400

284,060

5,544,460

1,919,891
1,639,539
1,137,128
36,872
508,591
5,000
5,247,021

(644,604)
54 1,298
337,480
57,195
11,070
(s,ooo)
297,439

Table 3 Governmental Activities
Total Cost of Services

2007

2008
General government
Public safety
Public works
Social services
Culture and recreation
Interest on long-term debt

$

1,275,287
2,180,837
1,474,608
94,067
235,601

$

1,919,891
1,639,539
1,137,128
36,872
219,216
5,000

Net Cost of Services

2008
$

General government
Public safety
Public works
Social services
Culture and recreation
Interest on long-term debt

2007

260,299
1,997,981
1,238,276
94,067
33,771

$

1,098,565
1,423,678
785,081
29,75 1
70,001
5,000

Increase
(Decrease)
$ (644,604)
541,298
337,480
57,195
16,385
(5,000)

Increase
(Decrease)
$ (838,266)
574,303
453,195
64,3 16
(36,230)
(5,000)

CAPITAL ASSETS

At the close of the year, the City had invested $10,548,207 in capital assets such as land, buildings and
improvements, equipment or infrastructure (see Table 4). This amount represents a decrease of $786,834 from
FY 2007.

Table 4 - Capital Assets

Land
Buildings and improvements
Furniture and equipment
Infrastructure
Other
Totals at historical cost
Less:
Accumulated depreciation
Net capital assets

Governmental
Activities

Business-type
Activities

Combined
Total

Combined
Total

2008

2008

2008

2007

$

126,328
3,176,819
3,334,574
7,751,328

$

108,088
529,607
74,409

$

234,416
3,706,426
3,408,983
7,75 1,328
102.272

14,389,049
(4,439,690)
$ 9,949,359

$

(215,528)
598,848

(4,655,218)
$ 10,548,207

$

234,416
3,707,009
3,306,128
8,082,214
152,666
15,482,433

(4,147,392)
$ 11,335,041

Increase
(Decrease)
$

(583)
102,855
(330,886)
(50,394)
(279,008)
(507,826)
$ (786,834)

DEBT MANAGEMENT
At the close of the year, the City had $133,566 in outstanding debt.
Table 5 - Outstanding Debt

Capital leases
Judgement payable
Compensated absences
Totals

Balance
101112007
$
10,475
9,887
107,342
$
127,704

Additions
$

$

Deletions
$
(24,699)
(5,471)
(23,884)
$
(54,054)

Adiustments
$
59,916

$

59,916

Balance
913012008
$
45,692
4,4 16
83,458
$
133,566

ECONOMIC ISSUEStUPCOMING YEARLY BUDGETS
City public officials considered many issues when establishing the upcoming year's budget.

CONTACT INFORMATION
This report has been created to give our citizens, taxpayers, customers, investors and creditors a summary of City
finances and to show allocation of the money it receives. If you have any questions regarding this report, or if you
need additional fmancial information, please contact:
City of Port Isabel, Texas
Finance Director / Investment Officer
305 East Maxan Street
Port Isabel, Texas 78578
Phone Number
Fax Number

956-943-2682
956-943-2029

BASIC FINANCIAL STATEMENTS

EXHIBIT A-1
CITY OF PORT ISABEL, TEXAS
STATEMENT OF NET ASSETS
SEPTEMBER 30,2008

Primarv Government

Governmental
Activities

Business-type
Activities

ASSETS ,
Cash and investments
Receivables, net of allowances
for uncollectibles
Accounts
Property taxes
Other
Internal balances
Due from primary government
Due from component unit
Due from fiduciary
Inventories
Capital assets:
Land
Buildings and improvements
Furniture and equipment
Infrastructure
Exhibits and artifacts
Less: accumulated depreciation
Total capital assets
Total assets

LIABILITIES
Accounts payable
Accrued liabilities
Unearned revenue
Due to primary government
Due to component unit
Due to fiduciary
Noncurrent liabilities:
Due within one year
Due in more than one year
Total liabilities
NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Debt service
Other purposes
Unrestricted
Total net assets

The notes to theJinancia1statements are an integralpart of this statement,

Total

Component
Unit
Port Isabel
Economic
Development
Corporation

CITY OF PORT ISABEL, TEXAS
STATEMENT OF ACTMTIES
FOR THE YEAR ENDED SEPTEMBER 30,2008

Prorrram Revenues

Functions/Programs

Expenses

Charges for
Services

Operating
Grants and
Contributions

Capital
Grants and
Contributions

$

$

Primary Government:
Governmental activities:
General government
Public safety
Public works
Social services
Culture and recreation
Interest and fiscal charges on long-term debt
Total governmental activities
Business-type activities:
Enterprise funds
Total business-type activities
Total primary government
Component Units:
Port Isabel Economic Development Corporation

$

268,303

$

Total component unit
General revenues:
Taxes:
Property taxes, levied for general purposes
Property taxes, levied for debt service
Hotellmotel taxes
Sales taxes
Franchise taxes
Other taxes
Investment earnings
Transfers
Miscellaneous
Special item
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.

Net (Expenses) Revenues and
Changes in Net Assets

Prirnarv Government

Governmental
Activities

Business-type
Activities

Total

Component
Unit
Port Isabel
Economic
Development
Corporation

CITY OF PORT ISABEL, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30,2008
Police
Forfeiture
Fund

General

Street
Improvements
Fund

ASSETS
Cash and investments
Receivables, net of allowances for uncollectibles
Accounts
Property taxes
Sales taxes
Prepaid items
Due from other funds
Due from other governments
Inventories
Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Accrued liabilities
Deferred revenue
Due to other funds
Loan payable
Total liabilities

$

1,207,421

$

290,868

$

196,978

$

436,218
129,437
168,283
662,861

$

5,097

$

1,260

Fund balances:
Reserved for:
Inventories
Debt service
Unreserved, reported in:
General fund
Special revenue funds
Capital projects funds
Total fund balances
Total liabilities and fund balances
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not fmancial resources and, therefore,
are not reported in the funds.
Other long-term assets are not available to pay for current-period expenditures and, therefore,
are deferred in the funds.
Long term liabilities, including bonds payable, are not due and payable in the current period and,
therefore, are not reported in the funds.
Net assets of governmental activities

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

54,630

EXHIBIT C-1

Other
Nonmajor
Governmental
Funds

Total
Governmental
Funds

CITY OF PORT ISABEL. TEXAS
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2008
Police
Forfeiture
Fund

General

Street
Improvements
Fund

REVENUES
Taxes:
Property
HoteVmotel taxes
Sales taxes
Mixed beverage
Franchise
Licenses and permits
Fines and forfeitures
Charges for services
Intergovernmental
Investment earnings
Miscellaneous revenue
Total revenues
EXPENDITURES
Current:
General government
Public safety
Public works
Social services
Culture and recreation
Capital outlay
Debt service:
Principal
hterest and fiscal charges
Total expenditures
EXCESS (DEFICIENCY) OF REVENUES
OVER O E R ) EXPENDITURES

(70,344)

181,862

94,334

OTHER FINANCING SOVRCES (USES)
Transfers in
Transfers out
Sale of land proceeds
Total other financing sources and (uses)

(

54,630
112,137)

(

54,630)

(

57,507)

(

54,630)

60,712

NET CHANGE IN FUND BALANCES

(

127,851)

127,232

155,046

FUND BALANCES, BEGINNING

284,603

103,909

40,672

PRIOR PERIOD ADJUSTMENT

(346,130)

FUND BALANCES, ENDING

The notes to the financial statements are an integralpart of this statement

(

7,288)
68,000

Other
Nonmaj or
Governmental
Funds

Total
Governmental
Funds

CITY OF PORT ISABEL, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTlVITIES
FOR THE YEAR ENDED SEPTEMBER 30,2008

Amounts reported for governmental activities in the statement of activities (page 11)
are different because:
Net change in fund balances --- total governmental funds (page 13)
Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount which capital outlays exceeded depreciation
in the current period.
Governmental funds report long term debt prinicipal payments as expenditures. However, in
the statement of activities these payments are reductions in the long term liabilities in the
statement of net assets.
Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the governmental funds.
Change in net assets of governmental activities (page 11)

The notes to the financial statements are in integralpart of this statement.

14

$

433,692

EXHIBIT C-4
CITY OF PORT ISABEL, TEXAS
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30,2008

Budgeted Amounts
Original
Final
REVENUES
Property taxes and penalties
Other taxes
Franchise fees
Licenses and permits
Fines and forfeitures
Charges for services
Intergovernmental
Investment earnings
Miscellaneous revenue
Total revenues

$

1,575,221
1,067,692
301,669
144,657
326,670
443,484
75,500
23,600
59,771
4,018,264

$

1,648,024
1,005,936
297,908
112,382
241,328
468,006
72,O 19
12,286
285,292
4,143,181

Actual
Amounts
1,646,247
986,394
288,559
126,697
249,350
569,939
503,391
19,642
52,238
4,442,457

$

Variance with
Final Budget Favorable
(Unfavorable)
$(
(
(

(

1,777)
19,542)
9,349)
14,315
8,022
101,933
43 1,372
7,356
233,054)
299,276

EXPENDITURES
Current:
General government
Public safety
Public works
Social services
Culture and recreation
Capital outlay
Total expenditures
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

106,094

66,149

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Total other financing sources and (uses)
NET CHANGE I N FUND BALANCES

106,094

66,149

FUND BALANCES, BEGINNING

284,603

284,603

PRIOR PERIOD ADJUSTMENT
FUND BALANCES, ENDING

The notes to theJinancia1 statements are an integralpart of this statement.
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(

70,344)

(

(

136,493)

(

(

54,630
112,137)
57,507)

(

54,630
112,137)
57,507)

(

127,851)

(

194,000)

284,603

EXHIBIT D-1
CITY OF' PORT ISABEL, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30,2008

Museum
ASSETS

Current assets:
Cash and investments
Accounts receivable
Due from other funds
Inventory
Prepaid items
Total current assets
Noncurrent assets:
Capital assets:
Land
Buildings and improvements
Furniture and equipment
Other improvements
Exhibits and artifacts
Less: accumulated depreciation
Total capital assets
Total assets
LIABILITIES
Current liabilities:
Accounts payable
Due to other funds
Total current liabilities

Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Unrestricted

Total net assets

The notes to the financial statements are an integralpart of this statement.
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Cemetery

Total
Proprietary
Funds

CITY OF PORT ISABEL, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES I N FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2008

Museum

Total
Proprietary
Funds

Cemeterv

OPERATING REVENUES
Charges for services
Other income
Total operating revenues
OPERATING EXPENSES
Salaries and wages
Employee benefits
Supplies
Repairs and maintenance
Contracted services
Insurance expense
Other expenses
Depreciation
Total operating expenses
OPERATING INCOME(L0SS)
NONOPERATING REVENUES
Investment earnings
Total nonoperating revenues
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENSES

(151,123)

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Total other fmancing sources and (uses)
NET CHANGE IN FUND BALANCES

(

9,875

(141,248)

112,069

112,069

112,069

112,069

39,054)

TOTAL NET ASSETS, BEGlNNING

404,182

PRIOR PERIOD ADJUSTMENT

239,892

TOTAL NET ASSETS, ENDlNG

The notes to theifinancial statements are an integralpart of this statement.
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9,875
22,089

(

29,179)
426,271
239,892

CITY OF PORT ISABEL, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2008

Museum
CASH FLOWS FROM OPERATING ACTMTIES
Cash received from customers
Cash received from other sources
Cash paid to suppliers for goods and services
Cash paid to employees for services
Net cash provided (used) by operating activities
CASH FLOWS FROM (TO) NONCAPITAL FINANCING ACTIVITIES
Cash received from other funds
Cash paid to other funds
Net cash used for noncapital for fmancing activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTMTIES
Adjustments to capital assets
Net cash used for capital and related fmancing activities
CASH FLOWS FROM LNVESTING ACTMTIES
Earnings on investments
Net cash provided by investing activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING
CASH AND CASH EQUIVALENTS, ENDING
Reconciliation of operating income to net cash
provided by operating activities:
Operating income (loss)
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation
Prior Period Adjustment
Changes in assets and liabilities:
Decrease (increase) in assets:
Accounts receivable
Prepaid items
Inventory
Increase (decrease) in liabilities:
Accounts payable
Bank overdraft
Net cash provided (used) by operating activities

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

Cemetary

EXHIBIT D-3

Total
Proprietary
Funds

EXHIBIT E-1
CITY OF PORT ISABEL, TEXAS
STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
SEPTEMBER 30,2008

ASSETS

Cash
Due from other funds
Other assets
Total assets

LIABILITIES

Due to other funds
Other payables
Total liabilities

The notes to the financial statements are an integralpart of this statement.
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CITY OF PORT ISABEL, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2008
SUMMARY OF SIGNIFICANT ACCOUNTWG POLICIES

The City of Port Isabel, Texas (the "City") was incorporated on January 21, 1928 under the
provisions of the laws for the State of Texas. The City operates under a City Commission-Manager
form of government and provides the following services as authorized by its charter: public safety
(police and fire), public works, streets, sanitation, health and social services, culture-recreation,
public improvements, planning and zoning, and general administrative services. Other services
include emergency medical (ambulance). The City is an independent political subdivision of the
State of Texas, governed by an elected mayor and four-member Commission, and is considered a
primary government.

In evaluating how to define the government for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the
reporting entity was made by applying the criteria set forth in GAAP. The basic, but not the only,
criterion for including a potential component unit within the reporting entity is the governing body's
ability to exercise fmancial accountability. The most significant manifestation of this ability is fiscal
dependency. Other manifestations of the ability to exercise financial accountability include, but are
not limited to, the selection of a voting majority of the organization's governing body, the ability to
remove appointed members of the organization's governing board at will, the ability to modify or
approve the budget of the organization, and the designation of management. A second criterion used
in evaluating potential component units is the ability to provide a financial benefit to, or impose a
financial burden on the City. Application of this criterion involves considering whether the City is
legally entitled to or can otherwise access the organization's resources, or is obligated in some
manner for the debt of the organization. A third criterion used to evaluate potential component units
for inclusion or exclusion from the reporting entity is the existence of fiscal dependency, regardless
of whether the government is able to exercise financial accountability.
Blended Component Units - Blended component units, although legally separate entities are in
substance part of the government's operations; therefore, data from these units are combined
with data of the primary government. The City does not include any blended component units.
Discretely Presented Component Units - Discretely presented component unit, on the other
hand, are reported in a separate column in the combined financial statements to emphasize that
they are legally separate from the City.
The accompanying financial statements present the government and its component unit, an entity
for which the government is considered to be financially accountable. The discretely presented
component unit is reported in a separate column in the government-wide financial statements (see
note below for description) to emphasize that it is legally separate from the government.

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A.

Reuortinp Entity (Continued)
The Port Isabel Economic Development Corporation (the "Corporation") is a non-profit
industrial development corporation governed by a seven-member board appointed by the
City. The Corporation is funded through a sales tax levy of one half of one percent. The
purpose of the Corporation is to promote economic development within the City. The
City has a voting majority, imposition of will, fmancial benefit and financial
accountability over the Corporation. The Corporation also maintains a September 3oth
fiscal year end.

Complete fmancial statements for the component unit may be obtained from the administrative office
at 305 East Maxan, Port Isabel, Texas 78578.

B.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental revenue, are reported separately from business-like activities, which rely to a
significant extent on fees and charges for support. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary government is
financially accountable.
The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenue. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenue includes 1 ) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment, and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenue are reported instead as general revenue.
Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual Enterprise Funds are reported as separate
columns in the fund financial statements.
The fund financial statements provide reports on the financial condition and results of operations
for three fund categories - governmental, proprietary, and fiduciary. Since the resources in the
fiduciary funds cannot be used for City operations, they are not included in the government-wide
statements. The City considers some governmental funds major and reports their financial
condition and results of operations in a separate column.
Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses result from providing services and producing and delivering
goods in connection with a proprietary fund's principal ongoing operations. All other revenues
and expenses are nonoperating.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund financial
statements. Revenue is recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenue
in the year for which they are levied. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.
Governmental fund financial statements are reported using the current Jinancial resources
measurementfocus and the modijied accrual basis of accounting. Revenue is recognized as soon
as it is both measurable and available. Revenue is considered to be available when it is collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenue to be available if collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.
Property taxes, franchise taxes, sales taxes, and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenue of the current
fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the City.
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to
the extent that those standards do not conflict with or contfadict guidance of the Governmental
Accounting Standards Board. The City also has the option of following subsequent private-sector
guidance for their business-like activities and Enterprise Funds, subject to this same limitation.
The City has elected not to follow subsequent private-sector guidance.
As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the City's enterprise
funds, fudiciary funds and various other functions of the government. Elimination of these charges
would distort the direct costs and program revenue reported for the various functions concerned.
Amounts reported as program revenues include: 1 ) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally 'dedicated resources are reported as
general revenues rather than as program revenue. Likewise, general revenue includes all taxes.
Proprietary funds distinguish operating revenues and expenses from nonoperating 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. The principal operating revenues
of the City's Enterprise Funds and Internal Service Funds are charges to customers for sales and
services. Operating expenses for Enterprise Funds and Internal Service Funds include the cost of sales
and services, administrative expenses, and depreciation on capital assets. All revenue and expenses
not meeting this defmition are reported as nonoperating revenue and expenses.

1.

SIJMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

Basis of Presentation - Fund Accounting

The City reports the following major governmental funds:
The General Fund is the City's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in
another fund.
The Police Forfeiture Fund is used to account for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes.
The Street Improvements Fund is used to account for the fmancial resources used for
the acquisition or construction of major capital facilities.
The City reports the following major proprietary funds:
The Museum Fund accounts for the activities to operate the Museum.
The Cemetery Fund accounts for the activities to operate the Cemetery.
Additionally, the City reports the following fund type(s):
Governmentalfunds are used to account for all or most of the government's general activities. The
City utilizes the following governmental fund types:
Special Revenue Funds - are used to account for the proceeds of specific revenue
sources (other than special assessments, expendable trust, or major capital projects)
that are legally restricted to expenditures for specified purposes.
Debt Service Fund - are used to account for the accumulation of resources for the
payment of general long-term debt principal and interest and related costs.
Capital Projects Funds - are used to account for financial resources used for the
acquisition or construction of major capital facilities.
Proprietary Funds are accounted for on a flow of economic resources measurement focus. All
assets and all liabilities (whether current or noncurrent) associated with their activity are included on
their balance sheets. Their reported fund equity (net total assets) is segregated into contributed
capital and retained earnings components.
Proprietary fund measurement focus is upon
determination of net income, financial position and changes in fmancial position. Proprietary funds
include the following fund type:
Enterprise Funds - are used to account for operations (a) that are financed and
operated in a manner similar to private business enterprises, where the intent of the
governing body is that the cost (expenses, including depreciation) of providing goods
or services to the general public on a continuing basis be fmanced or recovered
primarily through user charges; or (b) where the governing body has decided that
periodic determination of revenue earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability,
or other purposes.

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

Basis of Presentation - Fund Accountinp (Continued)
Fiduciary funds are used to account for assets held on behalf of outside parties, including
other governments, or on behalf of other funds within the government. When these assets are
held under the terms of a formal trust agreement, a pension trust fund, a nonexpendable trust
fund or an expendable trust fund is used. The terms "nonexpendable" and "expendable" refer
to whether or not the government is under an obligation to maintain the trust principal.
Agency funds generally are used to account for assets that the City holds on behalf of others
as their agent.

E.

Assets. Liabilities and Net Assets or Equity
Cash and Investments

Cash and investments consist of amounts in interest-bearing demand deposits, petty cash funds, and
short-term certificate of deposits (inclusive of restricted assets) with maturity dates within 180 days
of the date initially acquired.
The City has adopted the provisions of GASB Statement No. 31, "Accounting and Financial
Reporting for Certain Investments and for External Investments Pools" ("Statement"). Those
provisions require that certain investments be reported at fair value, rather than at cost or amortized
cost, and that the changes in the fair value of investments be recognized as investment revenue. The
Statement further provides that the City has the option of continuing to report certain investments at
cost or amortized cost but must disclose its policy in this regard. In accordance with GASB
Statement No. 3 1, the City's general policy is to report all investments at market value.
Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as "due tolfiom other funds" (i.e., the current portion of intehnd
loans). Any residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide fmancial statements as "internal balances."
Trade receivables are shown net of an allowance for uncollectibles. The City calculates its
allowances for uncollectible accounts using historical collection data, specific account analysis and
management's judgment.
Property taxes are levied October I" and are due upon receipt of the City's tax bill and become
delinquent on February 1st Of the following,year, at which time penalty and interest charges are
applicable. On January 1 of each year, a tax lien is attached to the property to secure the payment of
all taxes, penalties and interest. The lien exists in the favor of the State and each taxing unit.
Appraised values are established by the Cameron County Appraisal District (CCAD) of Cameron
County, Texas, through procedures established by the Texas Legislature. The Point Isabel
Independent School District tax office bills and collects the City's property tax.
A penalty of 7% is added to delinquent taxes on February 1 and increases 2% each month through
September. An additional penalty of 15% is added on July for attorney costs. There are no discounts
allowed for taxes.

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E.

Assets, Liabilities and Net Assets or Equitv (Continued)
Receivables and Payables (Continued)

The City is permitted, by Article XI, Section 5, of the State of Texas Constitution and the City
Charter, to levy property taxes up to $1.50 per $100 of assessed valuation for general governmental
services. Statutes require that all assessments be made on 100% of fair market value. With the $1.50
maximum levy, there is no legal limit upon the amount of property taxes, which can be levied for
debt service. The property tax rates to finance general governmental services and debt service for the
2007-2008 tax year were $.626327 and $.00000, respectively, per $100 of assessed valuation. The
2008 assessed value and total tax levy as adjusted through September 30, 2008, were $264,747,076
and $1,658,013, respectively.
Inventories

Inventories are valued at cost using the frst-in, frst-out method. The costs of these inventories are
recorded as expenditures when consumed.
Prepaid Items

Expenditures made to third party vendors for goods and services that will benefit periods beyond
September 30,2008 are recorded as prepaid items.
Capital Assets

Capital assets, which include property, plant, equipment and infi-astructure, are reported in the
applicable governmental or business-type activities columns in the government-wide financial
statements. The City defines capital assets as assets with an initial, individual cost of more than $500
(amount not rounded) and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets' lives are not capitalized.
GASB Statement 34 requires the City to report and depreciate new infrastructure assets.
Infrastructure assets include roads, bridges, underground pipe (other than related to utilities), traffic
signals, etc. These infrastructure assets are likely to be the largest asset class of the City. Neither
their historical cost nor related depreciation has historically been reported in the financial statements.
The retroactive reporting of infrastructure is subject to an extended implementation period and is frst
required for the fiscal year ending in 2008. The City has implemented both the general and
retroactive infrastructure provisions of GASB Statement No. 34.
Property, plant, and equipment is depreciated using the straight-line method over the following
useful lives:
Buildings and improvements
20-40 years
Furniture and equipment
5 years

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E.

Assets, Liabilities and Net Assets or Eauitv (Continued)
Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditures of monies are recorded in order to reserve that portion of the applicable appropriation, is
not employed by the City.
Compensated Absences

Vacation allowance for eligible employees for each vacation year is based upon length of service
according to the following schedule:
1 year of completed service
2-15 years of completed service
15-20 years of completed service
2 1+ years of completed service

1 week vacation
2 weeks vacation
3 weeks vacation
4 weeks vacation

Vacation will be forfeited if not used before the succeeding vacation year and cannot be accumulated
from year to year.
Sick leave accumulates at the rate of ten days per year. The maximum number of days of sick leave
that an employee may accumulate is sixty; however upon voluntary separation from the City,
employees will be entitled to be paid for a maximum of thn-ty days.
Vacation and sick benefits are accrued when incurred in the government-wide and proprietary fund
fmancial statements. A liability for these amounts is reported in governmental funds only if they
have matured, for example, as a result of employee resignations or retirements.
Long-Term Obligations

In the government-wide fmancial statements and proprietary fund types in the fund fmancial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds using the straight-line method, which approximates the effective interest method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt.
In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
fmancing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.
Fund Equity

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.

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E.

Assets, Liabilities and Net Assets or Equity (Continued)
Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowing used for the acquisition, construction or improvements of
those assets, and adding back unspent proceeds. Net assets are reported as restricted when there
are limitations imposed on their use either through the enabling legislations adopted by the City or
through external restrictions imposed by creditors, grantors or laws or regulations of other
governments.
Estimates

The preparation of financial statements, in conformity with generally accepted accounting
principles, requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual
amounts could differ from those estimates.

2.

RECONCILIATION OF GOVERNMENT-WIDEAND FUND FINANCIAL STATEMENTS
Explanation of certain differences between the povernmental fund balance statement of
revenues, expenditures, and changes in fund balances and government-wide statement of
activities

The governmental fund statement of revenue, expenditures, and change in fund balance includes a
reconciliation between net changes in fund balance - total governmental funds and changes in net
assets of governmental activities as reported in the government-wide statement of activities. One
element of that reconciliation indicates, "Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of those assets is allocated over their estimated useful
lives and reported as depreciation expense." The details of this $ difference are as follows:
Capital outlay
Depreciation expense
Net adjustment to increase net changes in fund balances total governmental funds to arrive at changes in net
assets of governmental activities (Exhibit C-3)

296,153)

$(

Another element of that reconciliation states, "The net effect of various transactions involving debt
principal payment to increase net assets." The details of this $ difference are as follows:

Principal repayments - General obligation debt
Net adiustment to increase net changes in-fundbalances total governmental.funds to arrive at changes in net
assets of governmental activities (Exhibit C-3)

$

$

54,054

54,054

3.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgetarv Information

Budgets are adopted on a basis consistent with generally accepted accounting principles. Annual
appropriated budgets are adopted for the general and debt service funds.
The City follows these procedures in establishing the budgetary data reflected in the financial statements:
a. City Management establishes the amount of estimated revenues and other resources available for
appropriation for the succeeding budget year.
b. City Management submits to the City Commission a proposed operating budget for the fiscal
The operating budget includes proposed
year commencing the following October I".
expenditures and the means of financing them.
c. Public hearings are conducted at City Hall to obtain taxpayer comments.
d. Prior to October 1", the budget is adopted by the City Commission
e. Revisions that alter individual expenditure category or department totals within a fund must be
approved by the City Commission. The final annual amended appropriated budgets are used in
this report.
f. Formal budgetary integration is employed as a management control device during the year for
the General Fund and the Debt Service Fund.
g. Budgets for the General and Debt Service Funds were adopted on the modified accrual basis.
h. Appropriations lapse at the end of each fiscal year.
Expenditures may not legally exceed budgeted appropriations. During the year, several supplementary
appropriations were necessary, none were significant.

4.

DETAILED NOTES ON ALL FUNDS
Cash and Investments

The City's cash and investments are classified as cash and cash equivalents and investments. The cash
and cash equivalents include deposits with financial institutions and other investments whose
maturities at purchase date was less than three months.
The funds of the Corporation must be deposited and invested under the terms of a contract, contents of
which are set out in the Depository Contract Law. The depository bank places approved pledged
securities for safekeeping and trust with counterparty's trust department in the Corporation's name in
an amount sufficient to protect the Corporation funds on a day-to-day basis during the period of the
contract. The pledge of approved securities is waived only to the extent of the depository bank's dollar
amount of Federal Deposit Insurance Corporation ("FDIC") insurance.

4.

DETAILED NOTES ON ALL FUNDS (Continued)
Cash and Investments (Continued)

At September 30, 2008, the carrying amounts of the City and Corporation deposits were $1,291,029
and $904,294, respectively. The bank balance for the City and Corporation was $1,267,563 and
$908,774, respectively. The City's and Corporation's cash deposits at September 30, 2008 and during
the year were covered by FDIC insurance or by pledged collateral held by the City's agent bank in the
City's name. The City monitors cash flows regularly when funds are received to ensure that the bank
pledges sufficient collateral.

In addition, the following is disclosed regarding coverage of combined balances on the date of highest
deposit:
Primary Government:
a.

Depository: First National Bank

b.

The market value of securities pledged as of the date of the highest combined balance on
deposit was $4,052,908.

c.

The highest combined balances of cash, savings, and time deposit accounts amounted to
$1,999,037 and occurred during the month of May 2008.

d. Total amount of FDIC coverage at the time of the highest combined balance was $100,000.

Component Unit:

a. Depository: First National Bank
b. The market value of securities pledged as of the date of the highest combined balance on
deposit was $3,867,021.
c. The highest combined balances of cash, saving and time deposit accounts amounted to
$908,774 and occurred during the month of September 2008.
d. Total amount of FDIC coverage at the time of the highest combined balance was $100,000.
City Policies and Legal Contractual Provisions Governing Deposits
Custodial Credit Risk for Deposits - State law requires governmental entities to contract with
financial institutions in which funds will be deposited to secure on deposit at the end of each business
day. The pledged securities must be in the name of the governmental entity and held by the entity or
its agent. Since the City complies with this law, it has no custodial risk for deposits.
Foreign Currency Risk for Deposits - The City limits the risk that changes in exchange rates will
adversely affect the fair value of a deposit. At year-end, the City was not exposed to foreign currency
risk.

4.

DETAILED NOTES ON ALL FUNDS (Continued)
Cash and Investments (Continued)

City Policies and Legal Contractual Provisions Governinn Investments
The Public Funds Investment Act (Government Code Chapter 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. The
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. The 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, (10) and 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.
The City's temporary investments at September 30,2008, are shown below:
Investment Maturities (in years)
Less
More
Than 1
1 to 5
6 to 10
Than 10

Fair
Value

Investment Type
Primary Government:
Certificates of Deposit

$

Component Unit:
Certificates of Deposit
Total

$

127,742 $
872,642
1,000,384

$

127,742$

-

$

-

$

-

872,642
1,000,384 $

-

$

-

$

-

Additional policies and contractual provisions governing deposits and investments for the City are
specified below:
Credit Risk - In accordance with state law, investments in mutual funds and investment pools must be
rated at least AAA or have an equivalent rating, commercial paper must be rated at least A-1, P-1 or
have an equivalent rating, and obligations of states, agencies, counties, and cities must be at least A or
its equivalent. As of September 30,2008, the City had no investments in mutual funds and investment
pools.
Custodial Risk for Investments - For an investment, this 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. All investments held by third parties were fully
collateralized and held in the City's name.
Concentration of Credit Risk - The investment portfolio is diversified in terms of investment

instruments and maturity scheduling to reduce risk of loss resulting from over concentration of assets
in specific class of investments, specific maturity or specific issuer. As of September 30, 2008, the
District had 100% of its investments in certificates of deposits in its depository bank, First National
Bank. These certificates of deposit were fully covered by eligible pledged securities.

4.

DETAILED NOTES ON ALL FUNDS (Continued)
Cash and Investments (Continued)
Interest Rate Risk - In accordance with state law, the City does not purchase any investments greater
than five (5) years for its operating funds.
Foreign Currency Risk for Investments - The City limits the risk that changes in exchange rates will
adversely affect the fair value of an investment. At year-end, the City was not exposed to foreign
currency risk.
Receivables

Receivables as of year-end for the government's individual major funds and nonmajor funds in the
aggregate, including the applicable allowances for uncollectible accounts, are as follows:
General
Receivables:
Accounts
Property taxes
Gross receivables
Less: allowance for
uncollectibles

1,177,703
236,463
1,414,166

$

(

983,507)

Nonmaj or
Governmental
34,681
24,629
59,310

$

(

15,792)

Enterprise
$

2,153

Total
1,214,537
26 1,092
1,475,629

$

2,153
(

999,299)

Net total receivables

Deferred Revenue

Governmental funds report deferred revenue in connection with receivables for revenue that is not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connection with resources that have been received, but not yet earned. At the
end of the current fiscal year, the various components of deferred revenue and unearned revenue
reported in the governmental funds were as follows:
General fund:
Delinquent property taxes receivable
Other
Nonmaj or governmental:
Delinquent property taxes receivable
Governmental Funds

8,135

4.

DETAILED NOTES ON ALL FUNDS (Continued)
Ca~italAssets
Capital asset activity for the year ended September 30,2008, was as follows:

Primary Government
Balance
1010112007
Governmental Activities:
Capital assets not being depreciated
Land
Total capital assets not being depreciated

$

126,328
126,328

Changes During Year
Adjustments1
Additions
Retirements Reclassifications

$

$

$ (296,153)

$

$

$

$

-

Balance
913012008

$

126,328
126,328

$

9,949,359

$

108,088
108,088

Capital assets being depreciated
Buildings and improvements
Parks and improvements
Furniture and equipment
Vehicles
Streets, sidewalks and curbs
Library books
Total capital assets being depreciated
Less accumulated depreciation
Total capital assets being depreciated, net
Governmental activities capital assets, net
Business-type Activities:
Capital assets not being depreciated
Land
Total capital assets not being depreciated
Capital assets being depreciated
Buildings and improvements
Other improvements
Furniture and equipment
Exhibits and artifacts
Total capital assets being depreciated
Less accumulated depreciation
Total capital assets being depreciated, net
Business-type activities capital assets, net

$ 10,763,350

$

108,088
108,088

-

$

$

(517,838)

-

4.

DETAlLED NOTES ON ALL FUNDS (Continued)
Capital Assets (Continued)

Depreciation expense was charged to functionslprograms of the primary government as follows:
Governmental Activities:
General government
Public safety
Public works
Social services
Culture and recreation
Total depreciation expense - Governmental Activities
Business-type Activities:
Museum
Total depreciation expense - Business-type Activities

Capital Leases

Capital leases at September 30,2008 consist of the following:

Original
Amount

Interest

Capital Lease 4815010 2006 Crown Victoria

22,954

6.15%

Key Government Finance, Inc.
Cisco Telephone System

73,457

Series

Balance
Outstanding Principal Principal
1010112007 Issued
Retired

Balance
Outstanding Due Within
Adiustments 913012008 One Year

Capital Lease 48 15009 2006 Ford Truck
6,952

(6,952)
(14,224)

59,916

45,692

Total capital leases

Lease payable to Ford Motor Credit Company, due in twenty-four monthly installments of $1,186 for a
total of $28,456 including interest at 5.9% through December 2007.
Lease payable to Ford Motor Credit Company, due in twenty-four monthly installments of $1,013 for a
total of $24,329 including interest at 6.15% through April 2008.
Lease payable to Key Government Finance Inc., due in sixty monthly installments of $1,404 for a total of
$73,457 including interest at 4.90% through August 201 1.
Debt service requirements to maturity are as follows:
Year Ending
September 30,

Totals

Principal

$

45,692

Capital Leases
Interest

$

3,436

Total

$

49,128

14,937

4.

DETAILED NOTES ON ALL FUNDS (Continued)
Primary Government:
Changes in Long-term Liabilities

During the year ended September 30, 2008, the following changes occurred in long-term liabilities:
Balance
10101/2007
Capital leases
Judgement payable
Compensated absences*
Totals

Balance
Additions

Deletions

Adiustments

0913012008

$

10,475 $
9,887
107,342

-

$

(24,699) $
(5,471)
(23,884)

59,916

$

45,692
4,416
83,458

$

127,704 $

-

$

(54,054) $

59,916

$

133,566

*Net additions/deletions are reported for purposes of this schedule.
Contingent Liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures that may
be disallowed by the grantor cannot be determined at this time, although the government expects such
amounts, if any, to be immaterial.
The City is a defendant in various lawsuits. Although the outcome of these lawsuits is not presently
determinable, in the opinion of the City's counsel, the resolution of these matters will not have a
material adverse effect on the fmancial condition of the City.
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DETAILED NOTES ON ALL FUNDS (Continued)
Interfund Receivables and'pavables

The composition of interfund balances as of September 30,2008, is as follows:
Due from
Other Funds

Due to
Other Funds

General Fund
General fund
Special revenue fund
Capital projects fund
Enterprise fund
Internal service fund
Trust fund
Total general fund
Special Revenue Fund
General fund
Trust fund
Total special revenue fund
Capital Projects Fund
General fund
Capital projects fund
Enterprise fund
Trust fund
Total capital projects fund
Enterprise Fund
General fund
Capital projects fund
Total enterprise fund
Internal Service Fund
General fund
Total internal service fund
Trust & Agency Fund
General fund
Special revenue fund
Capital projects fund
Total trust & agency fund

Totals

$

991,357

$

991,357

All remaining balances resulted from the time lag between the dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system, and (3) payments between funds are made.
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DETAILED NOTES ON ALL FUNDS (Continued)
Pension Plan - Primarv Government
Plan Description

The City provides pension benefits for all of its full-time employees through a non-traditional, joint
contributory, hybrid defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS),
one of 821 currently administered by TMRS, an agent multiple-employer public employee retirement
system.

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and the Cityfmanced monetary credits, with interest. At the date the plan began, the City granted monetary credits for
service rendered before the plan began of a theoretical amount at least equal to two times what would have
been contributed by the employee, with interest, prior to establishment of the plan. Monetary credits for
service since the plan began are a percent (loo%, 150%, or 200%) of the employee's accumulated
contributions. In addition, the City can grant, as often as annually, another type of monetary credit
referred to as an updated service credit which is a theoretical amount which, when added to the
employee's accumulated contributions and the monetary credits for service since the plan began, would be
the total monetary credits and employee contributions accumulated with interest if the current employee
contribution rate and City matching percent had always been in existence and if the employee's salary had
always been the average of hisher salary in the last three years that are one year before the effective date.
At retirement, the benefit is calculated as if the sum of the employee's accumulated contributions with
interest and the employer-fmanced monetary credits with interest were used to purchase an annuity.
The plan provisions are adopted by the governing body of the City, within the options available in the state
statutes governing TMRS. Plan provisions for the City were as follows (as of 5/13/08):
Deposit Rate:
Matching Ratio (City to Employee):
A member is vested after:

5%
1.5 to 1
5 years

Members can retire at certain ages, based on the years of service with the City. The Service Retirement
Eligibilities for the City are 5 yearslage 60 and 25 yearslany age.
Contributions

Under the state law governing TMRS, the actuary annually determines the City contribution rate. This
rate consists of the normal cost contribution rate and the prior service cost contribution rate, both of which
are calculated to be a level percent of payroll from year to year. The normal cost contribution rate fmances
the currently accruing monetary credits due to the City matching percent, which are the obligation of the
City as of an employee's retirement date, not at the time the employee's contributions are made. The
normal cost contribution rate is the actuarially determined percent of payroll necessary to satisfy the
obligation of the City to each employee at the time hisker retirement becomes effective. The prior service
contribution rate amortizes the unfunded (ovehnded) actuarial liability (asset) over the remainder of the
plan's 25-year amortization period. The unit credit actuarial cost method is used for determining the City
contribution 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
(i.e. December 31,2006 valuation is effective for rates beginning January 2008).
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DETAILED NOTES ON ALL FUNDS (Continued)
Pension Plan - Primaw Government (Continued)
City of Port Isabel
Schedule of Actuarial Liabilities and Funding Progress

Actuarial Valuation Date
Actuarial Value of Assets
Actuarial Accrued Liability
Percentage Funded
Unfunded (Over-funded) Actuarial Accrued Liability (UAAL)
Annual Covered Payroll
UAAL as a Percentage of Covered Payroll
Net Pension Obligation (NPO) at the
Beginning of the Period
Annual Pension Cost:
Annual required contribution (ARC)
Interest on NPO
Adjustment to the ARC
Contributions Made
Increase in NPO
NPO at the end of the period
Workers' Com~ensation

The City is a member of the Texas Municipal League (TML) Workers' Compensation Intergovernmental
Risk Pool, an unincorporated association of political subdivisions of the State of Texas. The fund
contracts with a third-party administrator for administration, investigation, and adjustment services in the
handling of claims. Premiums are based on the estimated City payroll by risk factor and rates. The
premiums are adjusted by the City's experience modifier. All loss contingencies, including claims
incurred, but not reported, if any, are recorded and accounted for by the TML Pool. The City's liability is
limited to the payment of premiums as assessed by TML.
Risk Management

The City is exposed to various risks of loss related to torts: theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The City's risk management program
mainly encompasses obtaining property and liability insurance through Texas Municipal League (TMLIRP), an Intergovernmental Risk-Pool and through commercial insurance carriers. The City purchases
commercial general insurance through the Texas Municipal League, an unincorporated association of
political subdivisions of the State of Texas. This policy encompasses general liability, incidental,
medical malpractice, automobile liability, law enforcement liability, errors and omissions liability,
property, automobile vehicle liability, and damages with limits of liability for each occurrence. The City
has not had any significant reduction in insurance coverage, and the amounts of insurance settlements
have not exceeded insurance coverage for any of the last three years. The participation of the City in the
TML-IRP is limited to payment of premiums. At year-end, the City did not have any significant claims
pending.
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DETAILED NOTES ON ALL FUNDS (Continued)
Increase (Decrease) in Fund Balances

Adjustments to the fund balance during the 2007-2008 fiscal year consisted of the following:

Description
Reclassification of interfund payable
Adjustment to accumulated depreciation
Reversal of prior year
sales tax revenue accrual

General
$

(188,147) $

(157,983)

Capital
Proiects

-

(84,111)

Enterprise

Funds
$

188,147 $
5 1,745

Total
5 1,745
(242,094)

Totals

Deficit Fund Balance

The General Fund, the major governmental fund, has a deficit fund balance of $189,378. The City
changed its' method of recording Sales Tax Revenue from an accrual basis to cash basis. Consequently,
this resulted in a prior period adjustment to reverse the prior year accrual, which then resulted in a deficit
fund balance.

COMBINING STATEMENTS
AND SCHEDULES

CITY OF PORT ISABEL, TEXAS
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED SEPTEMBER 30,2008

Budgeted Amounts
Ori~inal
Final
GENERAL GOVERNMENT
Mayor and commissioners
Administration
Building department
Municipal court
Capital outlay
Total general government
PUBLIC SAFETY
Police
Fire and health
Emergency medical services
Animal control
Hurricane dolly
Capital outlay
Total public safety
PUBLIC WORKS
Streets, health and sanitation
Capital outlay
Total public works
SOCIAL SERVICES
Social services
Total social services
CULTUREANDRECREATION
Library
Community center
Capital outlay
Total culture and recreation
Total expenditures

Actual
Amounts

Variance with
Final Budget Positive
(Negative)

CITY OF PORT ISABEL, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
DEBT SERVICE FUND
FOR THE YEAR ENDED SEPTEMBER 30,2008

Budgeted Amounts
Original
Final

Actual
Amounts

Variance with
Final Budget Positive
(Negative)

REVENUES
Property taxes
Investment earnings
Total revenues
EXPENDITURES
Debt service:
Principal
Interest and fiscal charges
Total expenditures
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES
FUND BALANCES, BEGINNING
FUND BALANCES, ENDING

11,766

5,114

5,868

754

CITY OF PORT ISABEL, TEXAS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
SEPTEMBER 30,2008

Special Revenue
Hotel/
Motel Tax
ASSETS

Cash and investments
Accounts receivable
Property taxes receivable
Due from other funds
Due from other governments
Total assets
LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Bank overdraft
Accrued Liabilities
Deferred revenue
Due to other funds
Total liabilities
Fund balances:
Reserved for:
Debt service
Unreserved, reported in:
Special revenue funds
Capital projects fund
Total fund balances
Total liabilities
and fund balances

T.E.C.L.O.S.E.

Beautification

Veterans
Memorial

EXHIBIT H-1

Capital Projects
Debt
Service

Capital
Improvements

TCDP
Grant

Modem
Venice

Total
Nonmajor
Governmental
Funds

CITY OF PORT ISABEL, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30,2008

S~ecialRevenue
Hotel1
Motel Tax
REVENUES
Property taxes
HoteVmotel taxes
Sales taxes
Intergovernmental
Investment earnings
Miscellaneous revenue
Total revenues
EXPENDITURES
Current:
General government
Public safety
Public works
Social services
Culture and recreation
Capital outlay
Debt service:
Principal
Interest and fiscal charges
Total expenditures
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Total other financing sources (uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING
PRIOR PERIOD ADJUSTMENT
FUND BALANCES, ENDING

T.E.C.L.O.S.E.

Beautification

Veterans
Memorial

EXHIBIT H-2

Capital Projects
Debt
Service

Capital
Improvements

TCDP
Grant

Modern
Venice

Total
Nonmajor
Governmental
Funds

EXHIBIT H-3
CITY OF PORT ISABEL, TEXAS
COMBINING STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
SEPTEMBER 30,2008

Restricted
Cash
Tmst
ASSETS

Cash
Due £rom other h d s
Other assets
Total assets

LIABILITIES
Due to other funds
Other payables
Total liabilities

Cash
Bonds
Held

Total
Agency
Funds

CITY OF PORT ISABEL. TEXAS
STATEMENT OF CHANGES IN FIDUCIARY ASSETS & LIABILITIES
AGENCY FUNDS
SEPTEMBER 30,2008
Balance
October 1,
2007

Additions

Deletions

RESTRICTED CASH TRUST
ASSETS
Cash
Due from other funds
Total assets
LIABlLITIES
Due to other funds
Other payables
Total liabilities
CASH BONDS HELD
ASSETS
Due from other funds
Other assets
Total assets
LIABILITIES
Due to other funds
Other payables
Total liabilities
TOTAL AGENCY FUNDS
ASSETS
Cash
Due from other funds
Other assets
Total assets
LIABILITJES
Due to other funds
Other payables
Total liabilities

$

302,467

$

$

225,264

Balance
September 30,
2008

COMPLIANCE SECTION

mi-

PATTILLO, B R O W N & HILL,L.L.P
CERTIFIED PUBLIC A C C O U N T A N T S

rn

BUSINESS CONSULTANTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and
Members of the City Commission
City of Port Isabel, Texas
We have audited the fmancial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Port Isabel ("City") as of and for the year ended September 30, 2008, which
collectively comprise the City's basic financial statements and have issued our report thereon dated May
28, 2009. 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.

Internal Control Over Financial Reuorting
In planning and performing our audit, we considered the City's internal control over fmancial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the City's internal control over financial reporting.
A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the City's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the City's financial statements that is more than
inconsequential will not be prevented or detected by the City's internal control.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the City's internal control.
Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above. However,
we noted other matters involving the internal control over financial reporting, which we have reported to
management of the City in a separate letter dated May 28,2009.

647 EAST ST. CHARLES rn BROWNSVILLE, TX 78520 rn (956) 544-7778 FAX: (956) 544-8465 rn www.pbhcpa.com
AFFILIATE OFFICES: McALLEN, TX (956) 682-2853 rn WACO, TX (254) 772-4901 rn TEMPLE, TX (254) 791-3460
HILLSBORO, TX (254) 582-2583 rn ALBUQUERQUE, NM (505) 266-5904

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
This report is intended solely for the information and use of the City Commission, management,
appropriate federal and state awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

May 28,2009

STATISTICAL SECTION

CITY OF PORT ISABEL, TEXAS
EXPENDITURES BY FUNCTION (1)
ALL GOVERNMENTAL FUND TYPES
LAST TEN FISCAL YEARS
(Unaudited)

Year Ended
General
September 30, Government

Public
Safety

Public
Works

Social
Services

Culture and
Recreation

(I) Includes general, special revenue, debt service and capital projects funds

Capital
Outlay

Debt
Service

Totals
Primary
Government

Component Unit
Economic
Development
Corporation

Total
Reporting
Entity

CITY OF PORT ISABEL, TEXAS
REVENUES BY SOURCE (1)
ALL GOVERNMENTAL FUND TYPES
LAST TEN FISCAL YEARS
(Unaudited)

Year Ended
September 30,

Property
Taxes

Nonproperty
Taxes

Charges
for
Services

Intergovernmental
Revenues

(1) Includes general, special revenue, debt service and capital projects funds

Fines
and
Forfeits

Licenses
and
Permits

Totals
Miscellaneous
Primary
Revenues
Government

Component Unit
Economic
Development
Corporation

Total
Reporting
Entity

CITY OF PORT ISABEL, TEXAS
PROPERTY TAX LEVIES AND COLLECTIONS
LAST TEN FISCAL YEARS
(Unaudited)

Year Ended
September 30,

Assessed
Valuation (1)

Tax
Rate (2)

Total
Tax Levy (3)

Total Taxes
Collected (4)

Current Taxes
and Delinquent
Taxes Receivable
at September 30, (5)

(1) Beginning with fiscal year 1983, the assessed values were established by the new county-wide
appraisal district mandated by the State of Texas. Net taxable value is as reported on certification
of appraisal roll to assessor each given year.
(2) As approved by ordinance by the City of Port Isabel Commission.
(3) Multiply (1) by (2) and divide by 100.
(4) Inclusive of current year and prior year base - taxes and adjustments as recorded in audited fmancial
statements.
(5) As recorded on audited balance sheet.

CITY OF PORT ISABEL, TEXAS
RATIO OF ANNUAL DEBT SERVICE EXPENDITURES FOR
GENERAL BONDED DEBT TO TOTAL GENERAL EXPENDITURES
LAST TEN FISCAL YEARS
(Unaudited)

Year Ended
September 30,

Principal

Interest
and Fees

Total Debt
Service Fund
Expenditures

Total
General Fund
Expenditures

Ratio of Debt
Service to Total
General Fund
Expenditures

CITY OF PORT ISABEL, TEXAS
RATIO OF NET GENERAL BONDED DEBT
TO ASSESSED VALUE AND NET BONDED DEBT PER CAPITA
LAST TEN FISCAL YEARS
(Unaudited)

Year Ended
September 30.

Estimated
Population (1)

Assessed
Value (2)

Gross
Bonded
Debt (3)

Debt Service
Monies
Available

Net
Bonded

Ratio to
Assessed

Debt

Value

(1) Source: Texas State Data Center Estimates
(2) Beginning with fiscal year 1983, the assessed values were established by the new county-wide appraisal
district mandated by the State of Texas. Net taxable value is as reported on certification of appraisal roll
to assessor.
(3) Does not include non-bonded debt.
Ratio to assessed value - Net bonded debt divided by assessed value
Per Capita - Net bonded debt divided by estimated population

Per
Capita

CITY OF PORT ISABEL, TEXAS
COMPUTATION OF LEGAL DEBT MARGIN
YEAR ENDED SEPTEMBER 30,2008
OJnaudited)

The City of Port Isabel does not have a legal debt limit. The City is organized as a Chapter One through Ten Town under
Title Twenty-Eight of the Constitution of Texas and thus may not have a tax rate higher than $1.50 per $100 of assessed
valuation.

Assessed valuation - 2006 tax roll for fiscal year 2007

$

264,747,076

Debt limit - by custom, a practical economic debt limit of 5%
of the assessed valuation is used
Total bonded debt
Amount available in general bonded debt service fund

138,361

Applicable net debt
Economic debt margin

(138,361)
$

13,375,715

CITY OF PORT ISABEL, TEXAS
PROPERTY VALUE AND CONSTRUCTION VALUE
LAST TEN FISCAL YEARS
(Unaudited)

Year Ended
September 30,

Assessed
Valuation (a)

Construction (b)

(a) Beginning with fiscal year 1983, the assessed values were established by the new county-wide appraisal
district mandated by the State of Texas. Net taxable value is as reported on certification of appraisal
roll to assessor each given year.
(b) Residential and commercial
(c) Rio Grande Valley Partnership "Business Barometer1'
Source:

Cameron County Appraisal District
City of Port Isabel Building Permit Office

CITY OF PORT ISABEL, TEXAS
TEN PRINCIPAL TAXPAYERS
YEAR ENDED SEPTEMBER 30,2008
(Unaudited)

Taxpayer
Wal-Mart Stores Inc
Wal-Mart Real Estate Business TR
H. E. Butt Grocery Co.
Port Isabel Land Co.
AEP Texas Central Co.
Dejarnette IRA Living Trust
Wal-Mart Stores #Division-Store
H. E. Butt Grocery Co.
Gallaway Walter C
First National Bank

Type of Business
Discount retail store
Discount retail store
Grocery store chain
Real estate
Electrical provider
Real estate
Discount retail store
Grocery store chain
Real estate
Financial Institution

Source: Cameron County Appraisal District

Assessed
Valuation

Percentage
of Total
Assessed
Valuation

