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P. O. Box 936 CAMBIANO & CAMBIANO, P.C., CPA'S 4230 Warpath 

Santa Fe, TX 77510-0936 
Phone: 409-92S-2572 Fax: 409-92s-4320 Email: cambianocpas@aol.com 

Members American Institute of Certified Public Mary L Cambiano, CPA 
Accountants and Texas Society ofJohn N, Cambiano, CPA Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT 

The Honorable Mayor and 
Members of the City Council
 

City of Santa Fe
 
Santa Fe, Texas
 

We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of the City of Santa Fe, 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 fmancial statements are the responsibility of the City'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, each major fund, and the aggregate 
remaining fund information of the City of Santa Fe, Texas, as of September 30, 2008, and the 
respective changes in financial position thereoffor. the year then ended in conformity withacc,ounti.ng 

. principles generally accepted in the Unit'ed Stat6s 0f~iica... ":~.'O/ . . " ...... 

In accordance with Government Auditing Standards, we have also issued our report dated September 
10, 2009 on our consideration of the City of Santa Fe, Texas' 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 important 
for assessing the results of our audit. 
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The Management's Discussion and Analysis on pages 4 through 15, budgetary comparison information 
on pages 55 through 63, and the schedule of funding progress on page 64, are not a required part of the 
basic financial statements but are supplementary information required by accounting principles 
generally accepted in the United States of America. We have applied certain limited procedures, 
which consist 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. 

Our audit was conducted for the purpose of forming opmlOns on the financial statements that 
collectively comprise the City's basic financial statements. The other supplementary financial 
information included on pages 65 through 73 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, included on page 78, is presented for purpose 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. The 
other supplementary financial information and the schedule of expenditures of federal 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. 

~~{)i-~!JJMr ;J. e. 
Cambiano and Cambiano, P.e. / 
Santa Fe, Texas 

September 10, 2009 

,. 
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This section of the City of Santa Fe, Texas' annual financial report presents management's discussion 
and analysis of the City's financial perfonnance during the fiscal year that ended on September 30, 
2008. Please read it in conjunction with the basic financial statements and the accompanying notes to 
basic financial statements, which follow this section. 

FINANCIAL mGHlJGHTS 

•	 The assets of the City exceeded its liabilities at the close of the fiscal year ending September 
30,2008 by $20,879,535 (net assets). Of this amount, $1,547,010 (unrestricted net assets) may 
be used to meet the government's ongoing obligations in accordance with the City's fund 
designation and fiscal policies, $283,163 is for restricted uses, and $19,049,363 are capital 
assets, net of related debt. 

•	 The City's total net assets increased by $4,033,891 compared to a decrease of $81,657 in the 
prior year. This large increase in the current fiscal year is due mainly to street and drainage 
infrastructure contributions from municipalities ($4,152,236) and subdivision developers 
($146,000) for a total amount of $4,298,236. Please see Table 2, page 8 for a more detailed 
analysis of the change in net assets. 

•	 In contrast to the government-wide statements, the fund statements reported a combined fund 
balance at year-end of $1,942,166, an increase of $244,470 from the prior year. Of this 
amount, $1,656,126 is available for use at the City's discretion. 

•	 The City's total capital lease debt increased by a net of $83,292 during the current fiscal year 
due to the incurring of new debt of$292,634 less principal payments of$209,342. 

OVERVIEWOFTHE FINANCIAL STATEMENTS 

This discussion and analysis is intended as an introduction to the City of Santa Fe, Texas basic 
financial statements. The City's basic financial statements are comprised of three components: (1) 
g~)Vernment:·wide. financial statements, (2) fund financial statements, and (3) notes to the bas.ic 
·financial statements. This;'eport also contains Required Sup'plementary Infonnation along with related 
notes and Other Supplementary Infonnation in addition to the basic financial statements themselves. 

Government- Wide Financial Statements 

The government-wide financial statements are comprised of the Statement of Net Assets and the 
Statement of Activities. These two statements are designed to provide readers with a broad overview 
of the City'S [mances utilizing the full accrual method of accounting, in a manner similar to a private­
sector business. Under the full accrual method of accounting, transactions are reported as soon as the 
nnoF.'rlying event giving rise to the change occurs, regardless of the timing ofrelutcd Cfi3h flOW3. Thu3, 
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OITY OF SANTA FE, TEXAS 
MANAGEMENT'S DISOUSSION AJ.'il) ANALYSIS 
(OONTINUED) 
SEPTEMBER 30, 2008 

assets, liabilities, revenues and expenses are reported in these statements for some items that will only 
result in cash flows in future fiscal periods. 

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. 
This statement combines and consolidates governmental funds current financial resources (short term 
spendable resources) with capital assets and long-term obligations. 

The Statement of Activities presents information showing how the City's net assets changed during the 
fiscal year. All of the current year revenues and expenses are taken into account regardless of when 
cash is received or paid. Thus, revenues and expenses are reported in the statement for some items that 
will only result in cash flows in future fiscal periods. 

Both government-wide financial statements distinguish functions of the City that are principally 
supported by taxes and governmental revenues (governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs through user fees and charges (business­
type activities). 

•	 Governmental activities include most of the City'S basic services (general government 
administration, tax, community service, judicial/police, fire marshal, public safety, library, 
streets, parks, and community center). Property taxes, sales taxes, and franchise fees primarily 
finance these activities. 

•	 The City does not have any business-type activities. 

The government-wide financial statements can be found on pages 16 through 18 of this report. 

Fund Financial Statements 

The fund financial statements focus on current available resources and are organized and operated on 
the basis of funds, each of which is defined as a fiscal and accounting ~ntity with a self-balancing set 
of acco,unts established for the purpose of carrying- on specjfic activities or attaining certain objectives 
in accordance with special regulations, restrictions or limitations. The City uses fund accounting to 
ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the 
City are governmental fund types. 

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, the governmental funds financial statements utilize the modified accrual basis of 
accounting, which focuses on near-term inflow and outflow of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal year. Comparing the information 
rre~ented for governmental funds '''lith the information preGented for gOV6l1.1IUentul uetivitie3 in the 

government-wide financial statements will help the reader to better understand the long-term impact of 
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CITY OF SANTA FE, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
(CONTINUED) 
SEPTEMBER 30, 2008 

the government's near-term financing decisions. The governmental funds balance sheet, statement of 
revenues, expenditures, and changes in fund balances include a reconciliation to provide such 
companson. 

The City maintains two governmental funds. Information is presented separately in the governmental 
funds balance sheet and the governmental fund statement of revenues, expenditures, and changes in 
fund balance for the General Fund, which is a major fund. The City also repbrts their federal grant 
programs as Special Revenue Funds. These Special Revenue Funds do not meet the criteria for a 
major program, but the City believes the activities in this fund are significant since they are funded by 
federal grant money. 

The governmental fund financial statements can be found on pages 19 through 26 of this report. 

Notes to Basic Financial Statements 

The 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 Basic Financial Statements can be 
found immediately following the basic financial statements on pages 27 through 54. 

Required Supplementary Information 

In addition to the basic financial statements and accompanying notes, this report presents certain 
required supplementary information related to budgetary comparative information for the General 
Fund and Special Revenue Fund. It also includes the Schedule of Funding Progress of the City's 
retirement plan. Notes to Required Supplementary Information are also included in this section. 

The Required Supplementary Information can be found on pages 55 through 64 of this report. 

Other Supplementary Information 

This section presents information, in the form of schedules, which support the information in the basic 
financial statements. This information cart be f~und 9n pages 65 through 73 of this report. 

-'.i'·"". 

FINANCIAL ANALYSIS OFTHE CITYABA WHOLE 
(GOVERNMENT- WIDE FINANCIAL ANALYSIS) 

As noted earlier, net assets may serve over time as a useful indicator of the City's financial position. 
In the case of the City, assets exceeded liabilities by $20,879,535 at the close of the current fiscal year. 

As shown in Table 1, as of September 30, 2008, the largest portion of the City's net assets (91.2%) 
reflects its investments in capital assets (e.g. land, buildings, equipment, improvements, radios, 
vehicles, computers. furniture and fixtures, and infrastructllr~), 1",~<; RUy related debt I.u;ed to acquire 

those assets that is still outstanding. The City uses these capital assets to provide services to citizens. 
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CITY OF SANTA FE, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
(CONTINUED) 
SEPTEMBER 30, 2008 

Therefore, these assets are not available for future spending. 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 
Net Assets 

Governmental Activities 

2008 2007 

Current and other assets $ 3,714,978 $ 2,508,140 
Capital assets 19,402,321 15,498,451 

Total Assets 23,117,299 18,006,591 

Current and other liabilities 1,811,896 771,295 
Long-tenn liabilities 425,868 389,652 

Total Liabilities 2,237,764 1,160,947 

Net Assets: 

Invested in capital assets, net of related debt 19,049,362 15,228,784 
Restricted 283,163 237,269 
Unrestricted 1,547,010 1,379,591 

Total Net Assets $ 20,879,535 $16,845,644 

Governmental type activities increased the City's net assets by $4,033,891 during the current fiscal 
year. The following table provides a surrunary of the City's operations for the year ended September 
30,2008. 
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CITY OF SANTA FE, TEXAS 
1 MA.i~AGEMENT'S DISCUSSION AND ANALYSIS 

I (CONTINUED) 
SEPTEMBER 30, 2008 

Table 2 
Changes in Net Assets 

Revenues: 
Program revenues: 

Charges for services $ 
Operating grants and contributions 
Capital grants and contributions 

General revenues:
 
Property taxes
 
Sales tax
 
Franchise tax and contract fees
 
Investment earnings
 
Penalties and interest on property taxes
 
Gain (loss) on sale of capital assets
 
Other
 

Total Revenues 

Expenses: 
General government administration 
Tax 
Community service 
JudicialJPolice 
Fire marshal 
Public safety 
Library 
Streets 
Parks 
Community center 
Interest on long-term debt 
Home Investment Partnerships Program 
Federal Emergency Management (FEMA) Public Assistance Grant 
Substance Abuse and Mental Health Services (SAMHSA); 

Drug Free Communities Support Program 

Total Expenses 

Increase(decrease) in net assets 

Net assets at beginning of year 

Net assets at end of year $ 

Governmental Activities 

2008 2007 

497,978 $ 406,177 
1,333,361 314,172 
4,314,381 8,435 

1,265,457 1,198,365 
1,347,333 1,302,769 

636,940 574,235 
72,252 89,788 
25,900 32,506 
(3,094) (16,242) 
15,884 11,641 

9,506,392 3,921,846 

455,056 416,978 
13,060 10,594 

249,171 228,992 
2,005,433 1,698,622 

10,315 8,022 
934,748 55,278 
171,038 163,009 

1,243,942 1,030,389 
80,688 83,248 
24,690 29,467 
11,542 8,100 

1,420 

271,398 270,804 

5,472,501 4,003,503 

4,033,891 (81,657) 

16,845,644 16,927,301 

20,879,535 $ 16,845,644 
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CITY OF SANTA FE, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
(CONTINUED) 
SEPTEMBER 30, 2008 

Key elements of the analysis of government-wide revenues and expenses reflected in Table 2 above are 
as follows: 

•	 Program revenues of $6,145,720 equaled 112.3% of goverrnnent expenses of $5,472,501. This 
large amount of program revenues was generated from street and drainage infrastructure 
contributions of $4,152,236 from municipalities and subdivision developers. General revenues 
($3,360,672) provided support and coverage for 61.4% of the government expenses. 

•	 Over one-third of the expenses are judicial/police ($2,005,433), while this category provided 
about 4.9% of the total revenues of $9,506,392. The majority of the expenses in this category 
were incurred for salary and benefits ($1,606,107) and materials and supplies ($132,766). 

•	 The next largest category of expenses is streets ($1,243,942) at 22.7%. The more significant 
expenses in this category are related to salary and benefits ($378,928), maintenance and repairs 
($70,682), and depreciation ($686,823). 

•	 Public safety expenses amounted to $934,748, an increase of $879,470 over the prior year. 
This increase is for special services contracts awarded to various contractors for debris 
monitoring, debris hauling, and landfill disposal as a result of Hurricane Ike in September, 
2008. 

•	 For the most part, increases in expenses closely paralleled inflation and growth in the demand 
for services. 

FINANCIAL ANALYSIS OFTHE CfTY's FUNDS 
(GOVERNMENTAL FUNDS FINANCIAL ANALYSIS) 

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance­
related legal requirements. 

The focus of the City's governmental funds is .to provide information on near-term inflovv.s,.outflows-. 
and balances of spendable resources. Such information is useful in assessing the City of Santa Fe's 
financial requirements. In particular, unreserved fund balance may serve as a useful measure of a 
goverrnnent's net resources available for spending at the end of the fiscal year. 

At the end of the current fiscal year, the City's governmental funds reported combined ending fund 
balances of$1,942,166, an increase $244,470 in comparison with the prior year. Approximately 85% 
of this amount ($1,656,126) is umeserved fund balance, which is available for spending at the 
goverrnnent's discretion. The remainder of the fund balance is reserved to indicate that it is not 
available for new spending because it has already been committed for future budget requirements 
($264,544), library expansion ($18,250), purk development ($280), encumbrances ($2,851), and 
prepaid items ($115). 
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OITY OF SANTA FE, TEXAS 
-l MANAGEMENT'S DISOUSSION AND ANALYSIS 
I (OONTINUED) 

SEPTEMBER 30, 2008 

The fund balance of the City's General Fund increased by $244,470 during the current fiscal year. 
Key factors are as follows: 

•	 $48,164 in expenditures over revenues - revenues were $4,504,208 (117.1 %) more than in the 
prior fiscal year and expenditures increased by $4,566,759 (119.1%). Property, sales tax, 
franchise and contract fees, and municipal fines and cash bond forfeits generated slightly more 
income than the prior year. Intergovernmental revenues attributed to the large increase in 
revenues during the current fiscal year. This increase was a result of $4,152,236 in 
contributions received from municipalities in the form of streets and drainage infrastructure. 
Other revenues also generated an additional $146,000 in the form of street contributions from 
developers within the City. Expenditures related to general government administration, 
community services, judicial/police, fire marshal, library, and principal and interest payments 
on debt increased. Expenditure decreases were noted in streets, parks, and the community 
center. Capital outlay expense increased $4,261,815 from the prior year. The majority of this 
increase ($4,298,236) was a contribution of street and drainage infrastructure from 
municipalities and developers within the City. The significant increase in capital outlay 
expense was offset by an equal amount of intergovernmental revenues and other revenues as 
mentioned above. 

•	 $292,634 in other financing sources - this resulted from a capital lease for three 2008 Ford 
Police Interceptors with mobile video systems, one 2008 U13 Ford Expedition, one dash mount 
mobile radio, two New Holland tractors with boom level control mowers, and aSSI computer­
aided dispatch software license. 

... ,. 

GENERAL FUND BUDGETARYHIGHLIGH'lS 

The budget is prepared in accordance with budgetary policies approved by the City Council. The 
budget is prepared in accordance with accounting principles generally accepted in the United States of 
America by the City Manager and approved by the City Council following a public hearing. 

The following is a brief review of the budgetary changes from the original to the final budget. 

•	 A net increase in the revenue budget of $165,753. Some of the significant budget increases 
resulted from sales tax ($42,000), other revenues ($19,465), and funding for the Substance 
Abuse and Mental Health Services (SAMHSA); Drug Free Communities Support Program 
($119,312). Intergovernmental revenues were decreased ($15,024). 

•	 The other financial sources comprised of capital lease contracts and appropriated fund balance 
were also increased by $313,314. 

•	 A net increase in the bUdget tor expenditures ot $4n,887. Some of the significant increases 
and decreases can be summarized as follows: 

10 



CITY OF SANTA FE, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
(CONTINUED) 
SEPTEMBER 30, 2008 

Judicial/Police - an increase of $31,040. Most of this increase was the result of 
additional funds needed for fuel, utilities, maintenance, and supplies. 

Library - an increase of $10,876. This increase was to cover increased electrical 
costs and operational materials and supplies. 

Parks - an increase of $13,970. This increase was to cover additional costs 
related to the walking trail, utilities, fuel, and equipment maintenance. 

Capital expenditures - an increase of $315,945. This increase was a result of a 
new pavilion at the park, air condition unit at the community center, forensic 
computer, file server, financing of police vehicles with video cameras and radios, 
computer software and hardware, and two new tractors with slope mowers. 

Substance Abuse and Mental Health Services (SAMHSA); Drug Free 
Communities Support Program - an increase of $125,000. Tkis increase was to 
recognize Santa Fe Independent School District In-Kind services and Kilroy 
Foundation cash match and In-Kind services 

General government administration - a decrease of $10,630. This amount was a 
net of increases and decreases in various expense accounts. Council travel, 
accounting services, and maintenance and utilities increased. Professional 
services, liability insurance, unemployment taxes, and personnel services 
decreased. 

Community center - a decrease of $5,156. Building maintenance and repairs 
expense was transferred to capital expenditures. 

The following are significant variations between the final budget and actual amounts. 

•	 Actual General Fund Revenues of $8,352,157 exceeded budgeted revenues of $3,854,620 by 
$4,49),537. Actual revenues exceeding the .final budget were generated by additional franchise 
and contract fees ($'18,940), sales tax ($30,:333), and municipal fines and cash bond forfeits ."'. 
($96,393). Other revenues also exceeded the final budget by $156,821. The majority of the 
other revenues ($146,000) was in the form of street contributions from developers within the 
City. Intergovernmental revenues made up the majority of the actual revenues over the 
budgeted amounts. Contributions of $4,152,236, in the form of streets and drainage 
infrastructure, were received from municipalities. The other financing source of appropriated 
fund balance was not needed, and therefore the budget exceeded the actual amount by 
$239,245. 

Aetuo.l expenditure3 of $8,400,321 were man; thun the budgeted expenditures of $4,386,499 by 

$4,013,822. Actual expenditures were less than the final budget in the police/judicial 
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MANAGEMENT'S DISOUSSION AND ANALYSIS 
(OONTINUED) 
SEPTEMBER 30, 2008 

I department ($113,660) and street department ($61,908). But actual expenditures were more 
than the final budget in the Substance Abuse and Mental Health Services (SAMHSA); Drug 
Free Communities Support Program ($46,398) and capital expenditures ($4,215,652). TheI large amount of actual capital expenditures exceeded the budget as a result of contributions of 
street and drainage infrastructure from municipalities and developers within the City. 

I 
•	 Final budgeted amounts projected no increase or decrease in fund balance. However, the actual 

net change in the fund balance was an increase of $244,470. 

I 

CAPITAL ASSETS AND DEBTADMINISTRATION 

Capital Assets 

The City of Santa Fe's investment in capital assets for its governmental activities as of September 30, 
2008, amounts to $19,402,321, net of accumulated depreciation. This investment in capital assets 
includes land, buildings, building improvements, computers, equipment, furniture and fixtures, 
infrastructure, radios, and vehicles. 

Table 3 - Capital Assets 
Governmental Activities 

2008 2007 

Land $ 250,048 $ 250,048 
Buildings 681,068 681,068 
Building improvements 222,912 222,912 
Computers 265,699 165,776 
Equipment 1,097,168 955,673 
Furniture and fixtures 11,164 11,164 
Improvements (other than buildings) 69,462 48,705 
Infrastructure 26,279,667 23,820,488 
Infrastructure improvements 2,771,750 859,862 
Radios ~0,75.1 ' '";:'''''1 5,156. 
Vehi~ies 688,843 598,275 

Total Capital Assets 32,378,532 27,649,127 
Less: Accumulated depreciation (12,976,211) (12,150,676) 

Total capital assets, net of depreciation	 $ 19,402,321 $ 15,498,451 
=~~"""'=~'===:,~ 

Some of the City's major capital asset events in the current fiscal year were: 

•	 The General Fund purchased capital assets clllrine thp, ?()()7 -?()()S? fi.!>t:':'\l ye:'\r aInol.mtiug to 

$436,566. The more significant purchases were infrastructure street improvements ($78,227), 
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CITY OF SANTA FE, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
(CONTINUED) 
SEPTEMBER 30, 2008 

park pavilion ($20,756), air condition unit at the community center ($5,157), computer 
equipment and upgrades ($44,653), police department motor vehicles with mobile video 
systems and radios ($108,184), aSSI computer-aided dispatch software license ($57,771), and 
two New Holland tractors with Alamo boom lever control mowers ($121,818). 

•	 Infrastructure contributions of $4,298,236 were received by the City of Santa Fe. The City 
passed Ordinances No. 05-2008, 06-2008, and 07-2008 on March 27, 2008. These ordinances 
annexed into the corporate limits of the City areas comprising, more or less, of 1,859.6 acres or 
2,670.235 square miles. Upon annexation, the roads and streets, currently owned by the 
County of Galveston, became property of the City. The fair value of these roads and streets 
contributed to the City by County was $2,318,575. The City also received contributions of 
drainage infrastructure of $1,833,661 from the State of Texas. Subdivision developers 
contributed an additional $146,000 of street improvements to the City of Santa Fe. 

Additional infonnation on the City of Santa Fe's capital assets can be found in Note 4 on pages 37 
through 38 of this report. 

Long-Term Debt 

The City's outstanding long-tenn liabilities, which are comprised of capital lease obligations and 
compensated absences, totaled $773,203 at September 30, 2008. The total amount was in 
governmental activities. The capital lease obligations increased $83,292 in the year ending September 
30, 2008. This was a net result of new financing of $292,634 and principal debt payments of 
$209,342. The compensated absences had a net increase of $49,484. 

Table 4 -Long-Term Debt 
Governmental Activities 

2008 2007 
Capital leases 
Compensated absences 

Totallong-tenn debt 

$ 

$ 

352,958 
420,245 

773,203 

$ 269,667 
370,761 

,,;.,,$~~_64~0..:.:,4~2_8 

'.." . ...... 
Additional infonnation 'on the City of Santa Fe's long-tenn debt can be found in Note 5 on pages 38 
through 39 of this report. 

ECONO.MICFACTORS ANDNEXT YEAR's BUDGETAND RATES 

The annual budget is developed to provide efficient, effective, and economic uses of the City's 
resources, as well as a means to accomplish the highest priority objectives. Through the budget, the 
City Council sets the direction of the City of Santa Fe, allocates its resources, and establishes its 
prioritieG. 

13 
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CITY OF SANTA FE, TEXAS

-\ MANAGEMENT'S DISCUSSION AND ANALYSIS 
(CONTINUED) 
SEPTEMBER 30, 2008 

In considering the budget for the 2008/09 fiscal year, the City Council and management considered the 
following factors: 

•	 The City's largest source of revenue in the general fund is sales tax. The city projects a 
marginal increase from the p-ri~r year budget of $1,275,000 to $1,380,000, or 8 percent. 

. . .,.~.~~. . 

•	 The City's second largest source of revenue in the general fund is the ad valorem taxes. The 
City's 2008 tax rate increased $0.0122 cents from $0.2992 to $0.3114 per $100 valuation, and 
consists entirely of maintenance and operations (M&O) with no debt service (I&S). The 
taxable value for 2008 is $441,829,950, an increase of $8,046,050 from last year's value of 
$433,783,900. The value of new improvements and new personal property located in the City is 
$6,887,141 constituting 85 percent of the increase in taxable value. The City Council 
established a tax freeze on the property tax amount imposed on the residence homesteads of 
disabled individuals and individuals age 65 and older. The value of properties under the tax 
ceiling is $67,393,070 or 15 percent of the taxable value, as compared to last year's value of 
$65,499,123, or 15 percent of the taxable value. 

•	 Other significant general revenues are building and permit fees and municipal court fines. The 
budget projection for license and permit fees for 2008/09 is steady at $137,400, consisting 
mainly of $115,000 in development-related fees as compared to $97,000 from development 
fees projected in fiscal year 2007/08. Municipal court fine budgeted revenues are expected to 
increase by about 25 percent, from $220,000 to $275,000 projected for the new fiscal year. 
Efforts to improve long-term collections are proving successful through the use of technology 
and programs designed to increase the collection rate. 

. .­

•	 As current interest rates remain flat, budgeted interest earnings are projected to remain the 
same as fiscal year 2007/08 at $75,000. 

•	 For the 2008/09 fiscal year, the City appropriated $264,544 of the available fund balance for 
general fund spending. This leaves $1,488,828 in estimated reserves, which is about 34.9 
percent of general fund appropriations. The City'S policy is to maintain general fund reserves 
of a least 3 months operating expenses, estimated. to b~. $1,064',675 for the 200~l2009 fiscal 
year; or 25 percent of operatirig expen'ses. " .. ' ~~ - .•~ . 

•	 If all budget estimates are realized, the total general fund unreserved fund balance is proj ected 
to be $1,488,828 at September 30, 2009, an increase from last year's projection of$I,341,299. 

The City's financial management policies set the guideline to maintain the fund balance and net assets 
of the city at levels sufficient to protect the creditworthiness as well as its financial position from 
unforeseeable emergencies. 

..	 '." 
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CITY OF SANTA FE, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
(CONTINUED) 
SEPTEMBER 30, 2008 

CONTAarING THE CITYS FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, investors, creditors, and 
other interested parties with a general overview of the City's finances and to demonstrate the City'S 
accountability for the money it receives. If you have any questions about this report or need additional 
information, contact the City of Santa Fe's City Manager or City Secretary at 12002 Highway 6, PO 
Box 950, Santa Fe, Texas 77510, or ca11409-925-3558 . 

. .. ~ 

.1. ... 

15 



BASIC FINANCIAL STATEMENTS 

" ," 



...... 

(This page left intentionally blank.) 

. ­
..~ ... ", ~~ . 



-1 
CITY OF SANTA FE, TEXAS STATEMENT 1 
STATEMENT OF NET ASSETS 

SEPTEMBER 30, 2008 

Primary Government Component Unit - Santa Fe 

Governmental Economic Development 

Activities Total Corporation 

ASSETS 

Cash and cash equivalents $ 613,628 $ 613,628 $ 1,611 

Investments: 

Tex Pool 579,144 579,144 1,236,757 

Logic 584,489 584,489 
Receivables, net where applicable of allowance 

for uncoJlectibles: 

Property taxes, net 128,575 128,575 
Municipal court assessments, net 69,396 69,396 
Other 1,507,966 1,507,966 75,049 

Prepaid expenses 115 115 
Restricted assets: 

Cash and cash equivalents: 

Library expansion 18,250 18,250 
Park development 280 280 ~ 

-

Special purpose funds 95,835 95,835 
Refundable deposits 117,300 117,300 

Capital assets: 

Nondepreciable 250,048 250,048 
Depreciable, net of accumulated depreciation 19,152,273 19,152,273 
Construction in progress 

Total Assets 23,117,299 23,117,299 1,313,417 

LIABILITIES 

Accounts payable 1,163,093 1,163,093 
Accrued salaries 53,371 53,371 
Accrued payroll taxes 7,029 7,029 
Refundable deposits 117,300 117,300 
Deferred revenues: 

PG&E Pipeline settlement 23,375 23,375 
Special purpose funds 95,835 95,835 
Other 4,557 4,557 

Noncurrent liabilities: 

Due within one year 
.. ' 

347,336 347,336 174,056 
Due in more than one year 

..~ 

425,868 425,868 645,308 

Total Liabilities 2,237,764 2,237,764 819,364 

NET ASSETS 

Invested in capital assets, net of related debt $ 19,049,362 $ 19,049,362 $ 

Restricted for: 

Future budget requirements 264,544 264,544 783,333 
Library expansion 18,250 18,250 
Park development 280 280 
Home Investment Partnerships Program 89 89 
Infrastructure improvements (289,280) 

Umestricted 1,547,010 1,547,010 

Total Net Assets (Deficit) $ 20,879,535 $ 20,879,535 $ 494,053 

See accompanying notes to basic financial statements. 
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CITY OF SANTA FE, TEXAS 
STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Program Revenues 

Operating Capital 

Charges for Grants and Grants and 
FunctionslPrograms Expenses Services Contributions Contributions 

Primary Government: 
Governmental Activities: 

General government administration 

Tax 
Community services 
ludiciaVPo1ice 

Fire Marshal 
Public safety 
Library 

Streets 

Parks 
Community center 

Interest OD long term debt 
Substance Abuse and Mental Health 

Services (SAMHSA); Drug Free 
Communities Support Program 

HOME Investment Partnerships Program 

Total Primary Government 

Governmental Activities 

Component Unit 

Santa Fe Economic 

Development Corporation 

Total Component Unit 

Governmental Activities 

$ 455,056 

13,060 
249,171 

2,005,433 

10,315 
934,748 
171,038 

1,243,942 

80,688 
24,690 

11,542 

$ 15,150 

129,103 
340,962 

2,413 

1,036 

9,314 

$ 1,323 

114,538 

880,120 

5,868 

58,768 
5,614 

$ 

6,145 

4,298,236 
10,000 

271,398 
1,420 

265,710 
1,420 

$ 5,472,50 I $ 497,978 $ 1,333,361 ;;..$__~4~,3,;..14.d,3~8..;.1 

$ 87,963 -=--$ _ $ $ 

$ 87,963 ;;..$~~~_ $ $ 

General Revenues: 

Taxes: 

Property taxes, levied for general purposes 
Sales tax 
Franchise tax and contract fees 

Restricted interest earnings 
Unrestricted interest and investment earnings 

Pf!TIalties and interest on property taxes 

Gain (Loss) on sale of capital assets 
Other revenues 
Special Item: 

Contribution to a Political Subdivision - Galveston County Water 

Control and Improvement District No.8 - water and sewer 
infrastructure improvements (See Notes 12-C and 12-G) 

Total general revenues and special item 

Change in net assets 

Net assets at begirming of year 

Net assets at end of year 

See accompanying notes to basic financial statements. 
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l 
STATEMENT 2 

Net (Expense) Revenue and Changes in Net Assets 

Component Unit 

Santa Fe 

Primary Government Economic 

Governmental Development 
Activities Total Corporation 

$ (438,583) $ (438,583) $ 

(13,060) (13,060) 
(120,068) (120,068) 

(1,543,788) (1,543,78 8) 
(10,315) (10,315) 
(54,628) (54,628) 

( 162,757) (162,757) 
3,114,098 3,114,098 

(65,074) (65,074) 
(15,376) (15,376) 
(11,542) (11,542) 

(5,688) (5,688) 

673,219 673,219 

(87,963) 

(87,963) 

1,265,457 1,265,457 
1,347,333 1,347,333 449,111 

636,940 636,940 
94 94 

72,158 72,158 35,280 
25,900 25,900 
(3,094) (3,094) 
15,884 15,884 

(75,640) 

3,360,672 3,360,672 408,751 

4,033,891 4,033,891 320,788 

10,fl45,044 10,845,044 173,20S 

$ 20,879,535 $ 20,879,535 $ 494,053 

See accompanying notes to basic financial statements 
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CITY OF SA.t~TA FE, TEXAS 
BALANCE SHEET - GOVERNMENTAL FUNDS 
SEPTEMBER 30, 2008 

Special Revenue Funds 

Texas Department of 

Substance Abuse and Housing and Community 

Mental Health Affairs (TDHCA); 

Services (SAMHSA); HOME Investment 

Drug Free Communities Partnerships 
General Fund Support Program Program 

ASSETS 

Cash and cash equivalents $ 613,539 $ - $ 89 
Investments: 

Tex Pool 579,144 
Logic 584,489 

Receivables, net where applicable of allowance 
for uncollectibles: 
Property taxes, net 128,575 
Municipal court assessments, net 69,396 
Due from other governments 1,097,381 
Other 410,585 

Prepaid items 115 
Restricted assets: 

Cash and cash equivalents: 

Library expansion 18,250 
Park development 280 
Special purpose funds 95,835 
Refundable deposits 117,300 

Total Assets $ 3714,889 $ - $ 89 

LIABllolTIES AND FUND BALANCES 

Liabilities 

Accounts payable 
Accrued salaries 

Accrued payroll taxes 

Refundable deposits 
Deferred revenues: 

Property taxes 

Municipal court assessments 
PG&E Pipeline settlement 
Special purpose funds 
Other 

Compensated absences payable 

$ 1,163,093 

53,371 

7,029 

117,300 

120,985 
47,222 

23,375 
95,835 

4,556 
140,046 

$ - $ 

Total liabilities 1,772,812 

Fund Balances 

Reserved for: 

Future budget requirements 

Library expansion 

Park development 
Encumbrances 
Prepaid items 

Unreserved, undesignated, reported in: 
General Fund 
Special Revenue Fund 

-. ....... 

264,544 

18,250 

280 

2,851 
115 

1,656,037 
89 

Total fund balances 1,942,077 89 

Total Liabilities and Fund Balances $ 3.714.889 $ $ 89 

See accompanying notes [0 basic financial statements. 
19 



$ 

$ 

Texas Department of Public 

Safety's Division of Emergency 

Management; Federal 

Emergency Management Public 

Assistance Grant (FEMA); 
Hurricane Ike 

- $ 

$ 

Special Revenue Funds 

Office of Rural 

Community Affairs 

(ORCA); Texas Community 

Development Block 

Grant (TxCDBG) Supplemental 
Fund Program 

- $ 

$ 

Office of Attorney 

General (OAG); 

Internet 

Crimes Against 

Children 
Program 

- $ 

Texas Department 

of Transportation; 

Selective Traffic 

Enforcement Program 
(STEP) 

$ 

- $ 

$ 

STATEMENT 3 

Total 

Governmental 
Funds 

613,628 

579,144 
584,489 

128,575 
69,396 

1,097,381 
410,585 

115 

18,250 
280 

95,835 
117,300 

3,714.978 

$ 

$ 

$ 

$ 

. ., 

$ 

.-: , .~ 

$ 

" 

$ 

$ 

- $ 

$ 

1,163,093 
53,371 

7,029 
117,300 

120,985 
47,222 
23,375 
95,835 

4,556 
140,046 

1,772,812 

264,544 
18,250 

280 
2,851 

115 

1,656,037 
89 

1,942,166 

3,714,978 

See accompanying notes to basic financial statements. 
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CITY OF SANTA FE, TEXAS STATEMENT 4 

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 

TO THE STATEMENT OF NET ASSETS 

SEPTEMBER 30, 2008 

TOTAL FUND BALANCES-GOVERNMENTAL FUNDS 

Amounts reported for governmental activities in the Statement of Net 

Assets (Statement 1) are different because: 

Capital assets used in governmental activities are not fmancial resources 

and therefore are not reported as assets in the governmental funds 

balance sheet. 

Capital assets 
Less: Accumulated depreciation 

Deferred property taxes and municipal court assessments earned and 

accrued in the current period but not received after 60 days is deferred 

in the fund statements but recognized under full accrual for 

governmental activities. 

Long-term liabilities are not due and payable in the current period and 

therefore are not reported as liabilities in the governmental funds. Long-term 

liabilities at year end consist of: 

Capital leases payable 
Compensated absences payable 

NET ASSETS OF GOVERNMENTAL ACTIVITIES 
IN THE STATEMENT OF NET ASSETS 

$ 32,378,533 
(12,976,212) 

(352,959) 
(280,200) 

$ 

$ 

1,942,166 

19,402,321 

168,207 

(633,159) 

20879 535 

.. ~ 

See accompanying notes to basic financial statements. 

21 



CITY OF SANTA FE, TEXAS 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30,2008 

Special Revenue Funds 

Texas Department of 

Substance Abuse and Mental Housing and Community 
Mental Health Affairs (TDHCA); 

Services (SMmSA); HOME Investment 
Drug Free Communities Partnerships 

General Fund Support Program Program 

Revenues 

Taxes: 

Property $ 1,254,146 $ - $ 

Franchise and contract fees 636,940 

Sales tax 898,222 

Sales tax - property tax reduction 449,111 

Licenses and permits 129,103 

Municipal fines and cash bond forfeits 331,393 

Intergovernmental revenues 4,193,375 100,000 

Interest income 72,252 

Penalty and interest, property taxes 25,899 

Other revenues 194,586 

Substance Abuse and Mental Health Services 

(SAMHSA); Drug Free Cormnunities 

Support Program 165,710 

Texas Department of Housing and 

Cormnunity Affairs (TDHCA); HOME 

Investment Partnerships Program 1,420 

Total revenues 8,352,157 100,000 

Expenditures 

Current: 

General government administration 433,047 

Tax 13,060 

Cormnunity services 231,186 

Judicia1IPolice 1,788,749 

Fire Marshal 9,707 

Public Safety 54,628 

Library 162,831 

Streets 489,962 

Parks 75,792 

Cormnunity center 19,000 

Capital expenditures 4,728,657 

Debt service: 

Principal retirement 209,342 

Interest 11,542 

(Continued) 

See accompanying notes to basic financial statements 
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l STATEMENTS 

Texas Department of Public 

Safety's Division of Emergency 
Management; Federal 

Emergency Managemeni Public 
Assistance Grant (FEMA); 

Hurricane Ike 

Special Revenue Funds 

Office of Rural 

Community Affairs; 
(ORCA); Texas Community 

Development Block 
Grant (TxCDBG) Supplemental 

Fund Program 

Office of Attorney 

General (OAG); 
Internet 

Crimes Against 
Children 
Program 

Texas Department 
of Transportation; 
Selective Traffic 

Enforcement Program 
(STEP) 

Total 
Governmental 

Funds 

$ 

1,016,875 

1,016,875 

$ $ 

9,500 

9,500 

$ -

10,310 

10,310 

$ 1,254,146 

636,940 

898,222 
449,111 

129,103 

331,393 

5,330,060 
72,252 
25,899 

194,586 

165,710 

1,420 

9,488,842 

-i 

1,323 

76,550 

880,120 

58,768 

114 

3,355 

6,145 

':'.... .. , .. 

10,310 

434,370 
13,060 

231,186 
1,878,964 

9,707 

934,748 

162,831 

548,730 

75,906 
19,000 

4,734,802 

209,342 

11,542 

See accompanying notes to basic financial statements. 
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CITY OF SANTA FE, TEXAS 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Substance Abuse and Mental Health Services 

(SAMHSA); Drug Free Communities 

Support Program ­

Personnel costs
 

Fringe benefi ts
 

Travel
 

Supplies
 

Cons ul tan ts/Con tracts
 

Equipment
 

Other
 

Texas Department of Housing and 

Community Affairs (TDHCA); HOME 

Investment Partnerships Program 

Other costs
 

Total expenditures
 

Excess (deficiency) of revenues 

over (under) expenditures 

Other Financing Sources (Uses): 

Transfer in 

Transfer out 

Proceeds from sale of capital assets 

Capital lease contracts 

Total other financing sources (uses) 

Net change in fund balances 

Fund balances at beginning of year 

Fund balances at ·end of year 

Special Revenue Funds 

Substance Abuse and Mental
 
Mental Health
 

Services (SAJ\tIHSA);
 
Drug Free Communities
 

General Fund Support Program 

Texas Department of
 

Housing and Community
 
Affairs (TDHCA);
 
HOME Investment
 

Partnerships
 
Program
 

$ 9,303 

560 

2,708 

4,200 

154,627 

$ 36,000 

3,935 

3,431 

3,739 

47,680 

3,745 

1,470 

$ 

1,420 

8,400,321 100,000 

(48,164) 

1,136,685 100,000
 
(1,136,685) (100,000)
 

292,634
 

292,634
 

244,470
 

1,697,607
 
.... :" 

.;:....__~ - .;.$ --.;8..;..9$ 1.,942,077 $ 

See accompanying notes to basic financial statements. 
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STATEMENT 5 

Texas Department of Public 

Safety's Division of Emergency 
Management; Federal 

Emergency Manage'ment Public' 
Assistance Grant (FEMA); 

Hurricane Ike 

Special Revenue Funds 

Office of Rural 

Community Affairs; 
(ORCA); Texas Community 

Development Block 
Grant (TxCDBG) Supplemental 

Fund Program 

Office of Attorney 

General (OAG); 
Internet 

Crimes Ag~inst 
Children 
Program 

Texas Department 
of Transportation; 

Selective Traffic 
Enforcement Program 

(STEP) 

Total 
Governmental 

Funds 

$ $ $ $ - $ 45,303 
4,495 

3,431 

6,447 

51,880 
3,745 

156,097 

1,016,875 9,500 10,310 

1,420 

9,537,006 

(48,164) 

_., 

$ 

1,016,875 
(1,016,875) 

$ 
:~.. ,.~ ..~..;-::. :­ ....... 

$ 

9,500 

(9,500) 

$ 

"... 

10,310 
(10,310) 

- $ 

2,273,370 
(2,273,370) 

292,634 

292,634 

244,470 

1,697,696 

1,942,166 

See accompanying notes to basic financial statements, 
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CITY OF SANTA FE, TEXAS STATEMENT 6 
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, 2008 

TOTAL NET CHANGE m FUND BALANCES - GOVERNMENTAL FUNDS 

Amounts reported for governmental activities in the Statement of Activities 
(Statement 2) are different because: 

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. 

Add: Capital outlay 
Deduct: Depreciation expense 

$ 4,734,802 
(827,837) 

$ 244,470 

3,906,965 

Because some revenues will not be collected for several months after the City's 
fiscal year end, they are not considered "available" revenues and are deferred in 
the governmental funds. Deferred revenues increased (decreased) by these 
amounts this year: 

Property taxes 
Municipal court assessments 

11,312 
9,332 20,644 

Governmental funds report the issuance of debt as an "other financing source." In 
the governmental activities, however, the issuance of debt is reflected as a 

liability instead. 

Repayment of capital lease principal is an expenditure in the governmental 
funds, but it reduces long-term liabilities in the Statement of Net Assets 
and does not affect the Statement of Activities. 

Expenses for compensated absences, reported in the Statement of Activities, 
do not require the use of current financial resources and therefore are 
not reported as expenditures in governmental funds. 

The Statement of Activities reports a gain or loss on sale of capital assets 
based on the proceeds received and the net bookvalue of the assets at the 
time of sale. The loss on disposal is calculated as follows: 

Cost of assets disposed '.' .,. 
Accumulated depreciation o{assets disposed 

(5,396) 
2,302 

(292,634) 

209,342 

(51,802) 

(3,094) 

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 4,033,891 

See accompanying notes to basic financial statements. 
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CITY OF SANTA FE, TEXAS 
NOTES TO BASIC FINANCIAL STATEMENTS 
SEPTEMBER 30, 2008 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTrn'G POLICIES 

The City of Santa Fe, Texas was incorporated by virtue of an election held before the town of Santa Fe residents on January 
21, 1978. County Judge Ray Holbrook then declared the City of Santa Fe duly incorporated for municipal purposes. The 
City operates under a council-manager form of government and provides the services specifically authorized by its charter. 

The fmancial statements of the City of Santa Fe, Texas have been prepared in accordance with generally accepted 
accounting principles accepted in the United States of America ("GAAP") as applied to governmental units. The 
Governmental Accounting Standards Board ("GASB") is the standard-setting body for governmental accounting and 
financial reporting. Governments are also required to follow the pronouncements of the Financial Accounting Standards 
Board ("FASB") issued through November 30, 1989 (when applicable) that do not conflict with or contradict GASB 
pronouncements. The GASB periodically updates its codification of the existing Governmental Accounting and Financial 
Reporting Standards, which, along with subsequent GASB pronouncements (Statements and Interpretations), constitutes 
GAAP for governmental units. The more significant of these accounting policies are described below. 

A. Reporting Entity 

In evaluating the City as a reporting entity, management has addressed all potential component units (traditionally separate 
reporting entities) for which the City may be financially accountable and, as such, should be included within the City's 
financial statements. The City (the primary government) is fmancially accountable if it appoints a voting majority of the 
organization's governing board and (1) it is able to impose its will on the organization or (2) there is a potential for the 
organization to provide specific financial burden on the City. The City is considered a primary government for fmancial 
reporting purposes, its activities are not considered a part of any other governmental or other type of reporting entity. 
Additionally, the primary government is required to consider other organizations for which the nature and significance of 
their relationship with the primary government are such that exclusion would cause the reporting entity's financial 
statements to be misleading or incomplete. 

Based on the aforementioned criteria, the City of Santa Fe Section 4B Economic Development Corporation is the only 
component unit that should be included in the City's basic financial statements. The Corporation will be discretely 
presented and the financial statements are formatted to allow the user to clearly distinguish between the primary 
government and its component unit. Note disclosure related to the discretely presented component unit is presented as Note 
13 of the Notes to Basic Financial Statements. The discretely presented component unit has a September 30 year end and 
only has governmental activities. 

Discretely Presented Component Unit - The City of Santa Fe Section 4B Economic Development 
Corporation was organized for the purpose of aiding, assisting and acting on behalf of the City of Santa 
Fe to promote and develop economic development projects designed to promote new and expanded 
business enterprises. The members of the Corporation's governing board as well as its operational and 
capital budgets are approved by City Council. The operations of the Corporation are goverIlll).ental in 
nature. 

The Corporation issues separately audited financial statements and copies of the reports and statements can 
be obtained at the following address: 

City of Santa Fe Section 4B Economic Development Corporation 
12002 Highway 6 
P.O. Box 950
 
Santa Fe, Texas 77510
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CITY OF SANTA FE, TEXAS 
NOTES TO BASIC FINANCIAL STATEMENTS 
(CONTINUED) 
SEPTEMBER 30, 2008 

B. Basic Financial Statements 

General 

The City's basic financial statements include both government-wide (reporting the City as a whole) and fund fmancial 
statements (focusing on the City'S major funds). Both the government-wide and fund financial statements categorize 
primary activities as either governmental or business type. The City's judicial and police protection, parks, library, streets, 
public safety, community center, community services, special projects, and general administrative services are classified as 
governmental activities. The City of Santa Fe does not operate any business-type activities. 

Government-Wide Statements: 

In the government-wide Statement of Net Assets information is reported on all the non-fiduciary activities of the primary 
government and its legally separate component unit. For the most part, the effect of interfund activity has been removed 
from this statement. The statement of net assets presents the goverrunental activities in a column on a consolidated basis 
and a full accrual, economic resource basis, which incorporates long-term assets and receivables as well as long-term debt 
and obligations. The City's net assets are reported in three parts - invested in capital assets, net of related debt; restricted 
net assets; and unrestricted net assets. 'When an expense is incurred for purposes for which both restricted and unrestricted 
net assets are available, the City's policy is to apply restricted net assets first. 

The government-wide Statement of Activities also reports on all the non-fiduciary activities of the primary government and 
its legally separate component unit. The Statement of Activities demonstrates the degree to which the direct expenses of a 
given function or identifiable activity is offset by program revenues. Direct expenses are those that are clearly identifiable 
with a specific function or identifiable activity. The City does not allocate indirect costs. Program revenues include (I) 
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 revenues are 
reported instead as general revenues. 

Fund Financial Statements: 

Fund fmancial statements include a Balance Sheet and a Statement of Revenues, Expenditures and Changes in Fund 
Balances for all major governmental funds and non-major funds aggregated. Each fund is accounted for by providing a 
separate set of self-balancing accounts that comprises its assets, liabilities, reserves, fund equity, revenues, and 
expenditures/expenses. An accompanying schedule is presented to reconcile and explain the differences in fund balances 
and changes in fund balances as presented in these statements to the net assets and changes in net assets presented in the 
Government-wide fmancial statements. The City has presented all major funds that meet the qualifications of GASB 
Statement No. 34. In addition, the City has also presented all special revenue funds as major funds because the City 
believes the fmancial position and activities of these funds is significant since they are funded. by' federal grant money. The 
City will report the General Fuhd and the Special Revenue Funds as major Jundg,. no non-major funds exist to be 

. . "/~~"'· 

aggregated into a single column called "Other Governmental Funds." . '::"'''.. ."~ 

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. Accordingly, all of the City'S assets and liabilities, including capital assets, as well as infrastructure 
assets, and long-term liabilities, are included in the accompanying Statement of Net Assets. The Statement of Activities 
presents changes in net assets. Under the accrual basis of accounting, revenues are recognized in the period in which they 
are earned while expenses are recognized in the period in which the liability is incurred; regardless of the timing of related 
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar revenues 
are recognized when all eligibility requirements imposed by the provider have been met. 

Governmental Fund financial statements are reported using the current financial resources measurement focus and the 
modified accrual basis of accounting. With this measurement focus, only current assets, current liabilities, and fund 
balances are generally included on the balance sheet. Revenues are recognized as soon as they are both measurable and 
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available. Revenues are considered to be available when they are collectible within the current period or soon enough 
thereafter to pay liabilities of the current period. For this purpose, the City considers revenues to be available if they are 
collected within sixty days of the end of the current fiscal period. The City records property tax revenues and municipal 
court fmes on the cash basis until year end, at which time receipts received within sixty days of year end are accrued and 
the remaining amount deferred until they become available. Sales taxes, which are subsequently remitted to the City, are 
recognized as revenues and receivables when collected by the authorized agents. Franchise tax revenue is also recognized 
by the City as revenue in the. year it is measurable and available. Licenses and permit fees, fmes and forfeits, and 
miscellaneous other revenues are recorded as revenue when received in cash because they are generally not measurable 
until actually received. For intergovernmental revenues related to expenditure - driven grants, revenues are recognized 
when the expenditure is made. Revenues from general purpose grants are recognized in the period to which the grant 
applies. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt 
service expenditures are recorded only when payments are due. Allocation of costs, such as depreciation and amortization, 
are not recognized in governmental funds. 

Deferred Revenue is reported when potential revenue does not meet both the "measurable" and "available" criteria for 
recognition in the current period. Deferred revenues also arise when resources are received by the government before it has 
legal claim to them, as when grant monies are received prior to the incurrence of qualifying expenditures. In subsequent 
periods, when both recognition criteria are met, or when the government has legal claim to the resources, the liability for 
deferred revenue is removed from the balance sheet and revenue is recognized. 

The funds of the financial reporting entity are described below: 

Governmental Funds: 

The focus of the governmental funds' measurement (in the fund statements) is upon determination of financial 
position and changes in financial position (sources, uses, and balances of fmancial resources) rather than upon net 
income. The following is a description of the governmental funds of the Ci ty: 

General Fund - the general fund is the primary operating fund of the City and is always classified as a 
major fund. It accounts for all financial resources and transactions not required to be accounted for in 
another fund. 

Special Revenue Fund - special revenue funds are used to account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for special purposes. All special revenue funds of the City 
are classified as major funds. 

Substance Abuse and Mental Health Services (SAMHSA); Drug Free Communities Support 
Program - this special revenue fund is used to reduce substance abuse among youth; help 
conununity coalitions strengthen collaboration; enhanc;.e intergovernmental communication and 
coordination; enable communities to conduct data - driven research - based prevention plarining; 
and provide communities with technical assistance, guidance, and financial support. 

HOME Investment Partnerships Program - this special revenue fund is used to provide 
homeowner occupied assistance to qualifying individuals who have significant housing needs 
related to the rehabilitation and reconstruction of their principal residence. 

Federal Emergency Management (FEMA) Public Assistance Grant; Hurricane Ike - this special 
revenue fund is used to provide disaster relief associated with Hurricane Ike. 

Texas Community Development Block Grant (TxCDBG) Supplemental Fund Program - this 
special revenue fund will prov;rlp, w~tp,r "y."tp,rn irnl'rrwP'T'rlp'nt" ;nd",;ling fir.t-ti=~ .~rvi<:" to 

Southwest Santa Fe near the Runge Park area. 
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Internet Crimes Against Children Program - this special revenue fund will provide forensic 
computer equipment and training to assist the police department in responding to online 
enticement and child pornography cases. 

Selective Traffic Enforcement Program (STEP) - this special revenue fund will provide funds for 
overtime activities and travel for officers to work strictly traffic enforcement in designated areas. 
This will result in an increase in effective enforcement and adjudication of traffic safety-related 
laws to reduce fatal and serious injury crashes. 

D. Cash and Cash Equivalents 

The City of Santa Fe's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-tenn 
investments with original maturities of one year or less from the date of acquisition. 

E. Investments 

The investment policy of the City of Santa Fe sets forth specific investment guidelines to insure safety, liquidity, 
diversification, yield, and public trust. The investments authorized by the policy, which is guided by state law, generally 
include: obligations of the United States of American or its agencies and instrumentalities; direct obligations of the State of 
Texas or its agencies and instrumentalities; fully collateralized certificate of deposits; and other obligations, in which the 
principal and interest are unconditionally guaranteed or insured by, or backed by the full faith and credit of, the State of 
Texas or the United States of America or their respective agencies and instrumentalities. The City of Santa Fe has also 
adopted a resolution and a participation agreement that authorizes participation in investment pools. 

Investments for the City are reported at fair value and are in compliance with the City investment policy and state statutes 
governing investments. The investment pools operate in accordance with appropriate state laws and regulations. The 
reported value of the pool is the same as the fair value of the pool shares. 

F. Receivables 

Receivables at September 30, 2008 for the City's government-wide and governmental fund fmancial statements, including 
the applicable allowances for uncollectible amounts, consist of the following: 

Less: Allowance Receivables - Net of Allowance 
Receivables for Uncollectibles for Uncoliectibles 

Property taxes $ 153,082 $ 24,507 $ 128,575 
Municipal court assessments 693,959 624,563 .­ 69,396 
Due from other governments ­

specific program grants 

.. ., 

1,097,38 I ~.. . "­~'''~ .. . ; ~ 

1,097,381 
Other: 

Franchise and contract fees 91,825 91,825 
Sales tax 300,197 300,197 
Miscellaneous 18,563 18,563 

Total $ 2,355,007 $ 649,070 $ 1,705,937 

G. Prepaid Items 

Ce1law paymenls lu veUiJurs reflect cusls applicable lu fUlure accuunling periu<Js an<J are recorded as prepaid ilems ill bUl11 
government-wide and fund financial statements. Reported prepaid items at year-end are offset by a fund balance reserve 
account, since they do not represent expendable financial resources, even though they are a component of total assets. 
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H. Restricted Assets - Cash 

Certain cash and investments are segregated from operating cash due to certain internal and external restrictions. 
Contributions received for the Mae S. Bruce Library expansion have been restricted by the donors. Other revenues (special 
purpoSe funds and refundable deposits) are restricted to satisfy applicable legal and contractual provisions. The park 
development restricted cash has been restricted by council for the development of future parks. 

I. Capital Assets 

Under GASB Statement No. 34, all capital assets whether owned by governmental activities or business-type activities, are 
recorded and depreciated in the government-wide fmancial statements. No long-term capital assets or depreciation is 
shown in the governmental funds fmancial statements. 

Capital assets, which include property, plant, equipment, and infrastructure assets (roads, bridges, drainage systems and 
similar items) are reported at cost or estimated historical cost, including all ancillary charges necessary to place the asset in 
its intended location and condition for use. Donated capital assets are reported at their estimated fair market value at the 
date of donation. The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend 
asset lives are not capitalized. Interest costs related to a capital asset or incurred during the construction phase of a capital 
asset is expensed and not capitalized. Capital assets are defined for fmancial statement purposes as assets with an estimated 
economic useful life in excess of one year and meet specific capitalization thresholds. They are depreciated using the 
straight line method of depreciation. The following represents the useful life and capitalization threshold of the City's 
capital assets: 

Capitalization 
Asset Type Useful Life Threshold 

Land Inexhaustible and All land, regardless 
. non-depreciable of cost or value 

Buildings 40 years $25,000 
Building Improvements 15 years $25,000 
Improvements, Other Than Buildings 15 years $20,000 
Infrastructure 60 years $100,000 
Infrastructure Improvements 15 years $100,000 
Computers and Computer Equipment 5 years $1,000 
Equipment 10 years $2,500 
Furniture 10 years $1,000 
Radios and Communication Equipment 10 years $1,000 
Vehicles 10 years $2,500 
Library Books and Materia!s 

..# • 

10 years $10,000 
,,~ 

J. Accounts Payable 

Accounts payable at September 30, 2008 in the government-wide and governmental fund financial statements are 92% 
vendors, 4% employer and employee retirement contributions, and 4% municipal court state costs collected and due the 
State Treasurer. 

K. Interfund Receivables, Payables, and Transfers 

During the course of operations, numerous transactions occur between individual funds for goods provided or services 
rendered. The~e receivables and payllblcs dlC ddS:>ificu d:> "uuc fJVUI vlllt:l fum!::;" VI "uut: Lu mller fLml1~" Uil ule ualam;e 

sheet when they are expected to be liquidated within one year. If the receivable or payable is expected to be liqUidated after 
one year, they are classified as "advances to other funds" or "advances from other funds". Interfund transfers are used to 
(1) move revenues from the fund that statute or budget requires receive the revenues to the fund that statute or budget 
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requires expend them, or (2) use unrestricted revenues collected in the General Fund to fInance various programs accounted 
for in other funds in accordance with budgetary authorizations. 

L. Compensated Absences 

Annual vacation leave, according to a graduated scale based on years of employment is credited to employees as of January 
I annually. While it is the intent of the City that all earned vacation will be taken within a twelve month period by the 
employee, unused vacation hours can be deferred to the next 12 month period subject to approval by appropriate 
management. If an employee terminates after January I but before their aIlIliversary date, unearned vacation may be owed 
to the City and is subject to deduction from the employee's fmal check. Ifan employee terminates after January I and after 
their aIlIliversary date, additional vacation may be owed to the terminating employee. 

Sick leave benefits are also provided to all eligible, regular employees at a rate of eight hours per month of service, or 
ninety six hours per year. Eligible part-time employees accrue sick leave benefIts at one-half the rate of full time 
employees. Unused sick leave benefIts are allowed to accumulate to a maximum of 180 days. Upon termination of an 
employee in good standing, the payment of accrued sick leave benefIts may be authorized up to one-third of the lesser of (a) 
the accumulated, unused sick leave, or (b) ninety days. The City also has adopted policies of compensatory time to comply 
with the Fair Labor Standards Act as amended in 1985. These policies provide limits to the accumulation of compensatory 
time and also provide that time not used will be paid in cash in accordance with the Act. 

To the extent that the City's obligation is attributable to employees' services already rendered and it is probable that the 
City will compensate the employees for the benefits through paid time off or some other means, vacation and compensatory 
time benefits are accrued as liabilities (on a government-wide basis) as employees earn the benefits. On a fund fmancial 
statement basis for the governmental funds, only matured liabilities and liabilities expected to be liquidated with current 
assets are accrued. Sick leave benefits are accrued as a liability as employees earn the benefits, but only to the extent that it 
is probable that the City will compensate the employees through cash payments conditioned on the employees' termination 
or retirement. All compensated absences are liquidated through the General Fund. 

M.	 Long-Term Obligations 

All long-tenn obligations of the City of Santa Fe relate directly to governmental fund activities. The City has no 
proprietary fund operations or business-type resources. 

In the government-wide fmancial statements, all long-term debt to be repaid from governmental resources is reported as 
liabilities in the applicable governmental activities statement of net assets. 

In the fund fInancial statements, long-tenn debt is not reported as liabilities in the fund fmancial statements. The debt 
proceeds are reported as other fInancing sources and payment of principle and interest reported as expenditures. 

N. Eq~ity Classifications 

In the government-wide fmancial statements, net assets are classified in the following categories: 

•	 Invested in capital assets, net of related debt -This category groups all capital assets, including 
infrastructure, into one component of net assets. Accumulated depreciation and the outstanding balances of 
debt that are attributable to the acquisition, construction or improvement of these assets reduce this category, 

•	 Restricted net assets -This category presents external restrictions imposed by creditors, grantors, 
contributors or laws or regulations of other governments and restrictions imposed by law through 
constitutional provisions or enabling legislation. 

•	 Unrestricted Net Assets - This category represents the net assets of the City, which are not restricted for any 
project or other purpose. A deficit will require future funding, 

In the Fund fmancial statements, reserved fund balances are not available for appropriations because the City will use these 
resources within the next budgetary period or they have been legally segregated for specific purposes. 
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UmeservedlDesignated fund balances indicate that portion of fund balance for which the City has tentative plans than can 
be increased, reduced, or eliminated by action of City Councilor Management. UnreservedlUndesignated fund balances 
are that portion of fund balance that is available for appropriation and expenditure in future periods, or if a deficit, for 
which future funding will be required. 

O. Estimates 

The preparation of fmancial statements in confonnity with accounting principles generally accepted in the Unit~~ States of 
America requires management to make certain estimates and assumptions that affect the reported amoUnts of certaill~assets, 
liabilities, revenues, expenditures, expenses, and other disclosures. Accordingly, actual results could differ from those 
estimates. 

NOTE 2 - DEPOSITS A..l~D INVESTMENTS 

Policy 

The City's Investment Policy specifies that depository services must be approved by City Council. The City Manager and 
City Secretary/Treasurer are designated as investment officers of the City and are responsible for investment decisions and 
activities. All deposits and investments of City funds shall be secured by pledged collateral. The collateralization level 
will be 102 per cent of market value of principal and accrued interest on the deposits or investments less an amount insured 
by FDIC. In accordance with its investment policy, the City manages its exposure to declines in fair market values by not 
investing in instruments that have a maturity of longer than one year. As of September 30, 2008, all of the City's 
investments were invested for a period of one year or less. It is the City's policy to limit its investments to investment types 
with an investment quality rating not less than AAA by a nationally recognized rating agency. Investment pools must be 
continuously rated no lower than AAA or AAA-m or at an equivalent rating by at least one nationally recognized rating 
service. The investments of the City are in compliance with the Council's investment policy. The City did not have any 
derivative investment products during the current year. All significant legal and contractual provisions for investments and 
deposits were complied with during the year. Investments at year end are representative of the types of investments 
maintained by the City during the year. 

Deposits 

Deposits were with the contracted depository bank in interest bearing accounts which were secured at the balance sheet date 
by FDIC coverage and pledged by U. S. Government securities. The pledge agreement requires that the City have a first 
and prior lien on the securities to the extend of its funds on deposit and that none of the securities can be pledged or 
subjected to any lien other than that of the City. The City's deposits are categorized below to indicate the level of risk 
assumed by the City as of September 30,2008: 

1.	 Insured or collateralized with securities held by the City or by its agent in the City's name . 
. "2. Collateralize4Witfi'"securities held by the pledging financial institution's trust department or agent in the 

City's name. 
3.	 Uncollateralized or collateralized with securities held by the pledging financial institution or by its trust 

department or agent, but not in the City's name. 

For deposits, custodial credit risks is the risk that in the event of bank failure, the City's deposits may not be returned 
to it. Protection of City cash and deposits is provided by the Federal Deposit Insurance Corporation (FDIC) as well 
as qualified securities pledged by the financial institutions holding the assets. By law, fmancial institutions must 
collateralize all public deposits. 

At year-end, the City's carrying amount of deposits was $844,893 and the bank balance was $876,773. Of this bank 
balance, $100,000 is covered by federal depository insurance. The remaining balance $776,773 was collateralized with 
securities held by the pledging financial institution or by its trust department or agent, but not in the City's name (Risk 
Category 3). 

At year end, the carry value of cash and cash equivalents (which approximated fair value) consisted of: 
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Carrying Amount 

Demand and time deposits	 $ 844,893 
Petty Cash	 400 

Total cas·h q cash equivalents	 845,293 

Less: restricted cash and cash equivalents	 (231,665) 

Unrestricted cash and cash equivalents	 $ 613,628 

Investments 

TexPool - The City is a participant in a Texas Local Government Investment Pool (TexPool) that has been organized in 
conformity with the Interlocal Cooperation Act, Chapter 791 of the Texas Government Code, and the Public Funds 
Investment Act, Chapter 2256 of the Texas Government Code. These two Acts provide for the creation of public funds 
investment pools and permit eligible governmental entities to jointly invest their funds in authorized investments. The State 
Comptroller of Public Accounts exercises oversight responsibility over TexPool. Oversight includes the ability to 
significantly influence operations, designation of management and accountability for fiscal matters. Additionally, the State 
Comptroller has established an advisory board composed of both participants in TexPool and other persons who do not 
have a business relationship with TexPool. The Advisory Board members review the investment policy and management 
fee structure. Finally, TexPool is rated AAAm by Standard & Poors. As a requirement to maintain the rating, weekly 
portfolio information must be submitted to Standard & Poors, as well as the office of the Comptroller of Public Accounts 
for review. In addition to its annual review by an independent auditor, TexPool is subject to review by the State Auditor 
and the Internal Auditor of the Comptroller's Office. Results of these annual reviews may be obtained from TexPool 
Participant Services, Lehman Brothers, 600 Travis Street, Suite 7200, Houston, Texas 77002. 

The City of Santa Fe had $579,144 invested in TexPool as of September 30, 2008, at a 3.2323% average annual rate of 
return. TexPool's portfolio is managed by Lehman Brothers, Inc. and Federated Investors, Inc. ("Lehman and Federated"), 
and the assets are safekept in a separate custodial account at State Street Bank in the name ofTexPool. Its portfolio is made 
up of the following: 

1.	 Obligations of the United States Government, its agencies and instrumentalities with a maximum fmal 
maturity of 397 days for fixed rate securities and 24 months for variable rate notes. 

2.	 Fully collateralized repurchase agreements and reverse repurchase agreements (a) with a defined termination 
dates, (b) secure.d.by obligat,ions of the United .States, its agencies, or its instrumentalities, including certain 
mortgage - backed securities, (c) that require purchased securities to be pledged to the illvesting entity, ill the 
entity's name, and deposited at the time of investment with the investing entity or a third party, and (d) that 
are placed through primary government securities dealers, as defined by the Federal Reserve, or a financial 
institution doing business in the State of Texas. The term of a reverse repurchase agreement may not exceed 
90 days after the date of delivery. The maximum maturity on repurchase agreements may not exceed 181 
days. 

3.	 No-load money market mutual funds regulated by the Securities and Exchange Commission and rated AAA 
or equivalent by at least one nationally recognized rating service. The money market mutual fund must 
maintain a dollar-weighted average stated maturity of 90 days or less and include in its investment objectives 
the maintenance of a stable net asset value of $1.00. 

4.	 Securities lending program that comply with various limitations. 

TexPool will not invest in derivates, commercial paper, or certificates of deposit. 
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TexPool operates in a manner consistent with the SEC's Rule 2a7 of the Investment Company Act of 1940. TexPool uses 
amortized cost rather than market value to report net assets to compute share prices. Accordingly, the fair value of the 
position in TexPool is the same as the value of TexPool shares. These TexPool balances are not evidenced by securities 
that exist in physical or book entry form and, accordingly, are not categorized by credit risk. However, the nature of these 
funds requires that they be used to purchase investments authorized by the Texas Public Funds Investment Act. The 
primary objective of these investment pools is to provide a safe environment for the placement of public funds in short­
term, fully collateralized investments. 

• 
Credit risk is the risk that an issuer or counterparty to an investment will not fulfIll its obligations. To minimize credit 
risks, TexPool's investment policy allows the portfolio's investment manager to only invest in obligations of the U.S. 
Government, its agencies, and instrumentalities; repurchase agreements; no-load AAAm money market mutual funds 
registered with the Securities and Exchange Commission, and securities lending program. 

Interest rate risk is the risk that changes in interest rates will adversely affect the value of an investment. TexPool's 
portfolio has low interest rate risk due to restrictions on weighted average maturity and maximum maturity of anyone 
investment. TexPool's investment manager will maintain the weighted average maturity of the portfolio at sixty (60) days 
or less, no fixed rate security will exceed 397 days in maturity, and no variable rate note will exceed 24 months in maturity. 
The investment manager is required to maintain a stable $1.00 net asset value and must take immediate action if the net 
asset value of the portfolio falls below $0.995 or rises above $1.005. These limitations are designed to minimize interest 
rate risk. 

LOGIC - The City is a participant in a Local Government Investment Cooperative (LOGIC) that has been organized in 
confonnity with the Interlocal Cooperation Act, Chapter 791 of the Texas Government Code, and operates under the Public 
Funds Investment Act, Chapter 2256 of the Texas Government Code. The Cooperative's governing body is a five member 
Board of Directors in which two are advisory board members. The Cooperative offers various investment alternatives for 
Texas Government Entities. Currently, the Board has authorized one portfolio, "LOGIC I," which is available to 
participants. The City of Santa Fe participates in the LOGIC I Portfolio which seeks preservation of principal, liquidity, 
and current income through investment in a diversified portfolio of short-term marketable securities. In order to comply 
with the Public Funds Investment Act, all portfolios will maintain a AAA or equivalent rating from at lease one nationally 
recognized rating agency. The Logic Portfolio has been assigned a rating of AAAm by Standard & Poor's. An explanation 
of the significance of such ratings may be obtained from Standard & Poor's, 1221 Avenue of the Americas, New York, 
New York 10041. 

The City of Santa Fe had $584,489 invested in LOGIC I as of September 30, 2008, at a 3.4976% average annual rate of 
return. The LOGIC I Portfolio is comprised of the following eligible investments: 

1.	 Obligations of the United States or its agencies and instrumentalities with a maximum final stated maturity 
of397 days for fixed securi?es and 24 months for variable rate notes; '., 

2.	 Other obligations, the principal of and interest on which are unconditionally guaranteed or insured by the 
Unites States with a maximum maturity of 13 months; 

3.	 Repurchase agreements with a defined termination date not to exceed 95 days, secured by obligations of the 
United States or its agencies and instrumentalities, or other obligations on which the principal and interest 
are unconditionally guaranteed or insured by the United States, which are collateralized fully; 

4.	 Securities and Exchange Commission registered money market funds authorized by the Public Funds 
Investment Act and rated in the highest rating category by at lease one nationally recognized rating agency; 
and 

5.	 Commercial paper that has a stated maturity of 270 days or fewer from the date of its issuance that is rated 
A-lor P-I or equivalent by two nationally recognized rating agencies or that is rated A-lor P-I or 
equivalent by one nationally recognized rating agency and is fully secured by an irrevocable letter of credit 
issued by a bank organized and existing under the laws of the United States or any state. 
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The Board has entered into a contract with First Southwest Asset Management, Inc. and JP Morgan Asset Management, 
Inc. to serve as Co-Administrators of the Cooperative. They will provide administrative, investment management, 
participant services, fund accounting, custodial services, and marketing services for the Cooperative. JP Morgan Chase 
Bank is the custodian for the Cooperation. 

The fmancial statements of the Cooperative are examineJi and a certification issued by an independent certified public 
accounting flTITL An Annual Report including the auditor's opinion is issued as of the clo&e of the Cooperative's fiscal 
year, which ends August 31. Results of the annual report, investment policies, and an information statement can be 
obtained from LOGIC Participant Services, 325 North St. Paul Street, Suite 800, Dallas, Texas 75201. 

LOGIC I is deemed a "2a7-like Pool" under Governmental Accounting Standards Statement No. 31. The Cooperative will 
operate the portfolio in a manner consistent with Rule 2a7 in all respects. This rule provides an exception to the fair value 
reporting for investments. Approved investments are carried at cost, which approximates market and may be liquidated as 
needed. These investments are not subject to credit risk categorization since the Council is not issued securities, but rather 
owns an undivided beneficial interest in the securities of the Portfolio. The Portfolio is not secured by an insurance policy, 
federal deposit insurance, or other secondary guarantee and is subject to investment risk, including possible loss of 
principal amount invested. 

Credit risk is the possibility that the issuer of a bond or other security will fail to make timely payments of interest or 
principle. Logic I Portfolio will invest in obligations of the United States, its agencies or instrumentalities, and other 
obligations, the principal of and interest on which are unconditionally guaranteed or insured by the United States. The 
portfolio may invest in obligations that offer more varied credit risk but only upon being satisfied that the credit risk in 
minimal. 

Interest rate risk is the potential for a decline in market value due to rising interest rates. The Logic I Portfolio presents 
little interest rate risk. The effective dollar-weighted average portfolio maturity of the portfolio is 90 days or less (or fewer 
days if required to maintain its rating), and no instrument may have a term of more than 13 months. The Board has 
determined, in good faith, that it is the best interest of the portfolio to maintain a stable net asset value of $1.00 per unit. 
Investments in the portfolio are neither insured nor guaranteed by the U.S. Government and there can be no assurance that 
the portfolio will maintain a stable net asset value of $1.00. Policies have been established to stabilize, to the extent 
reasonable possible, the net asset value per unit of $1.00. 

NOTE 3 - PROPERTY TAXES 

Property taxes are levied annually in October on the assessed (appraised) taxable valuation of property located within the 
City as of the preceding January 1. Taxable assessed value represents the appraisal value less applicable exemptions 
authorized by the City Council. Appraised values are established by the Galveston County Appraisal District at 100% of 
estimated fair market value. The County of Galveston bills and collects the property taxes and remits to the City its 
portion. The City~s property t~x caleI:\dar.is as follows: . ',' . 

October Taxes are levied and are due upon receipt of the tax bill 
January 1 Tax lien attaches to properties within City 
February 1 Penalty and interest charged if taxes are not paid 
July I Additional 20% penalty is charged if taxes are not paid; penalty is payable to the delinquent 

tax attorney 

Property taxes represent a non-exchange transaction, in which the City receives value without directly giving equal value in 
return, In the government-wide fmancial statements, property taxes are recorded on the accrual basis, in which revenue is 
recognized in the fiscal year for which the taxes are levied. In the fund financial statements property taxes are recognized 
on the modified accrual basis of accounting. This basis of accounting requires that the taxes be both measurable and 
available to finance current year expenditures. Therefore, the taxes are recorded as revenue in the period levied to the 
extent they are collected 60 days of year-end. The balance sheet records the taxes as taxes receivable, net of an allowance 
for doubtful accounts, with a corresponding amount recorded as deferred revenue until they become available, All revenue 
is initially recorded in the General Fund and transferred to the appropriate authorized fund. 
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I 
NOTE 4 - CAPITAL ASSETS 

I Capital asset activity for the year ended September 30, 2008, was as follows: 

I 
Governmental Activities 

Beginning 
Balance 

Octoberl Increases Decreases 

Ending 
Balance 

September 30 

I Capital assets not being depreciated: 
Land $ 250,048 $ $ $ 250,048 

I 

I 

I 

Total capital assets not being depreciated 

Capital assets being depreciated: 
Buildings 
Building improvements 
Computers 
Equipment 
Furniture and fixtures 
Improvements (other than buildings) 
Infrastructure 
Infrastructure improvements 
Radios 
Vehicles 

250,048 

681,068 
222,912 
165,776 
955,673 

11,164 
48,705 

23,820,488 
859,862 

35,155 
598,275 

99,923 
141,495 

20,757 
2,464,575 
1,911,888 

5,596 
90,568 

5,396 

250,048 

681,068 
222,912 
265,699 

1,097,168 
11,164 
69,462 

26,279,667 
2,771,750 

40,751 
688,843 

Total capital assets being depreciated 27,399,078 4,734,802 5,396 32,128,484 

Less accumulated depreciation for: 
Buildings 
Building improvements 
Computers 
Equipment 
Furniture and fixtures 
Improvements (other than buildings) 
Infrastructure 
Infrastructure improvements 
Ra.diqs 
Vehicles 

257,990 
139,445 
95,640 

536,960 
7,497 

10,028 
10,678,557 

126,859 
19,865 

277,835 

17,079 
15,021 
36,953 
92,988 

810 
3,478 

422,834 
180,139 

3,623 
54,912 

2,302 

275,069 
154,466 
132,593 
629,948 

8,307 
13,506 

11,099,089 
306,998 

23,488 
332,747 

Total accumulated depreciation 12,150,676 827,837 2,302 12,976,211 

Total capital assets being depreciated, net 15,248,402 3,906,965 3,094 19,152,273 

Goverrunental activities capital assets, net $ 15,498,450 $ 3,906,965 $ 3,094 $ 19,402,321 
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Depreciation expense was charged to functions/programs of the prilllilry government as follows: 

General government administration $
 

Community service
 
PoliceIJudicial
 
Library
 
Streets
 
Community center
 
Fire marshal
 
Parks
 

12,776 
12,338 
94,948 

9,421 
686,823 

5,690 
608 

5,233 

Total depreciation expense· governmental activities	 $ 827,837 

NOTE 5 - LONG-TERM DEBT
 

The following is a summary of changes in long-term liabilities for the year ended September 30, 2008:
 

Governmental Activities 
Capital lease obligations 
Compensated absences 

Beginning 
Balance 

October 1 

$ 269,667 
370,761 

Additions 

$ 292,634 
246,591 

Payments 

$ 209,342 
197,107 

Ending 
Balance 

September 30 

$ 352,959 
420,245 

Total Governmental Activities 
Long-term liabilities $ 640,428 $ 539,225 $ 406,449 $ 773,204 

Capital Lease Obligations: 

(1)	 One 2005 Gradall Telescopic Boom Excavator. Total purchase price of $231 ,656, fInanced by 
Municipal Services Group, Inc., one annual payment of$50,146, with no interest, and four 
annual payments of $50,146, including interest at 4.12% through December 3,2009. 

(2)	 Four 2007 Ford Police Interceptors with video cameras, 2006 Ford F750 Dump Truck, and 
Blue Prince 2.0 Community Software and Technical Support. Total purchase price of $200,634, 
fmanced by Municipal Services Group Inc., one annual payment of $69,81 0, with no interest, 
and two annual payments'of $69,81 0, including interest"at 4.45% through October 23, 2008. 

(3)	 Three 2008 Ford Police Interceptors with mobile video systems, one 2008 U13 Ford Expedition, 
one dash mount mobile radio, two New Holland tractors with boom lever control mowers, and 
OSSI computer - aided dispatch software license. Total purchase price of $292,634, fmanced 
by CaJifornia First National Bank, one annual payment of $1 00,928, with no interest, and two 
annual payments of$100, 928, including interest at 3.510% through January I, 2010. 

Total capital lease obligations 

Due
 
Within
 

One Year
 

$	 207,291 
140,045 

$ 347,336 

$ 94,418 

66,836 

191,705 

$ 352,959 

.......
~ 
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The City entered into capital lease agreements in order to purchase vehicles, computer software, mobile video cameras, and 
radios for the police department. They also purchased vehicles, an excavator, tractors, and mowers for the street 
department and computer software for community service. 

Vehicles $ 125,78Q 
Less: Accumulated depreciation 31,029 

Net vehicles $ 194,751 
Equipment 361,494 

Less: Accumulated depreciation 75,776 

Net equipment 285,718 
Computers 91,771 
. Less: Accumulated depreciation 22,662 

Net computers 69,109 
Radios 3,096 

Less: Accumulated depreciation 206 

Net radios 2,890 

Capitalized leased assets, net $ 552,468 

The following is a schedule of future minimum lease payments on the capital leases and the present value of the net 
minimum lease payments at September 30, 2008: 

Governmental Activities 
Capital Leases 

Year Ended September 30: 
2009 $ 220,884 
2010 151,075 
2011 
2012 
2013 and future 

Total principal and interest 371,959 

Less: Amount representing interest 19,000 

Total futUr~ principal payment~ $ 352,959 

The capital lease obligation payments will be made from the General Fund. 

Compensated absences: 

The City's policy related to compensated absences is described in Note 1. As the above summary indicates, the long-term 
portion of this debt, amounting to $280,200 for governmental activities at September 30, 2008, is expected to be paid in 
future years from future resources. The entire amount, current and long term, will be liquidated by the General Fund. 

NOTE 6 - INTERFUND RECEIVABLES AND PAYABLES 

In both the government-wide and governmental fund financial statements no interfund receivable or payable transactions 
occurred during the course of operations, and none existed as of September 30, 2008. 
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NOTE 7 - INTERFUND TRANSFERS 

Interfund transfers are transactions between funds transferring funds out of one fund to support the operations of another 
fund. The transfers made during the year were made from unrestricted revenues collected in the General Fund to finance 
various grant program expenditures accounted for in the Special Revenue Fund. Upon receipt of reimbursements from the 
appropriate state or federal agencies, the Special Revenue Fund transferred the funds back to the General Fund. 

Interfund transfers during the year ended September 30, 2008 were as follows: 

Interfund 

Funds Transfers In Transfers Out 

General Fund $ 1,136,685 $ 1,136,685 
Special Revenue Fund 1,136,685 1,136,685 

Total $ 2,273,370 $ 2,273,370 

NOTE 8 - RISK MANAGEMENT 

During the normal course of business, 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 encompasses obtaining property and liability insurance through Texas Municipal League (TML), an 
Intergovernmental Risk-Pool. This pool is a risk-sharing pool providing insurance coverage to 2,638 Texas municipalities 
and other governmental units as of September 30, 2008. The risk pool is governed by a Board of Trustees which consists of 
15 members, plus 3 ex-officio non-voting members, either elected or appointed in the manner specified per the TML 
bylaws. Each member of the Board must be either an employee or official of the governing body of an employee member 
of the Pool. The Board controls the operations of the risk pool and has various powers and duties as specified per the 
bylaws. Audited flllancial information for each risk pool may be obtained from the Chief Financial Officer, Texas 
Municipal League Intergovernmental Risk Pool, P.O. Box 149194, Austin, Texas 78714-9194. 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. During the year ended September 30, 2008, the City paid out of its General Fund net 
premiums of approximately $47,067 for provisions of various liability, property, and casualty insurance. The City has 
various deductible amounts ranging from $1,000 to $10,000 on various policies. TML will pay damages and claims subject 
to the limits of liability and stated deductible amounts per the approved declarations of coverage. Amounts over the stated 
limits of liability become the responsibility and risk of the City. Claim liabilities are recorded when it is probable that a 
loss has occurred and the amount of the loss can be reasonably estimated. At year-end, the City did not have any 
significant probable claims. 

The City also provides workers compensation insUi'i!hce on its >employees through TML. TML "covers workers 
compensation claims up to the statutory limit. The City has no deductible for these claims. During the fiscal year ended 
September 30, 2008, the City contributed out of its General Fund premiums of approximately $65,155 for workers 
compensation. The contributed amount is based on the City's estimated payroll applied to a classification rate determined 
by TML, times the City's experience modifier and fund discount. Workers compensation is subject to change when audited 
by TML. At year-end September 30, 2008, the City believed the amounts paid would not change significantly from the 
amounts recorded. 

The Texas Municipal League Intergovenunental Employee Benefits Pool (TML-IEBP) provides the city's health, dental, 
and long-term disability insurance coverage for eligible employees and their dependents. The City pays 100 percent of the 
premiums for the employee's coverage. The employee may choose to insure their dependents under the medical and dental 
plan!';. The emrloy~~ is r~.sronsihl~ for 100 rf'r"'f'.nt of thf' "'ost nf thf' ri~rp.nripnt rr~",i"",s "nri th". prp",;l1",s "rp p"yrol1­

deducted each pay period. The City does not retain any risk of loss on health, dental, and long-term disability. 
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Hartford Life Insurance Company provides the city's life and accidental death and dismembeIDlent insurance coverage for 
eligible employees and their dependents. The City pays 100 percent of the premiums for the employee's coverage which is 
two times an employee's annual salary. The employee may choose to add supplemental life insurance for themselves and 
for their dependents. The employee is responsible for 100 percent of the cost of the supplemental insurance premiums and 
the premiums are payroll-deducted each pay period. The City does not retain any risk of loss on life and accidental death 
and dismembeIDlent. 

NOTE 9 -	 CONTINGENT LIABILITIES 

Grants 

The City receives financial assistance from federal, state, and local government agencies in the form of grants. The 
disbursements of funds received under these programs generally require compliance with terms and conditions specified in 
the grant agreements and are subject to audit by the grantor agencies. Any disallowed claims resulting from such audits 
could become a liability of the General Fund. However, in the opinion of management, any such disallowed claims will not 
have a material effect on the financial statements included herein or on the overall financial position of the City of Santa Fe, 
Texas at September 30,2008. 

Litigation 

The City is party to various legal proceedings, which normally occur in the course of governmental operations. The 
fmancial statements do not include accrual or provisions for loss contingencies that may result from these proceedings. 

While the outcome of the above noted proceedings cannot be predicted, due to the insurance coverage maintained by the 
City, the City feels that any settlement or judgment not covered by insurance would not have a material adverse effect on 
the fmancial condition of the City. 

NOTE 10 - TEXAS MUNICIPAL RETIREMENT SYSTEM 

Plan Description 

The City provides pension benefits for all of its regular full-time employees and regular part-time employees who work at 
lease 1,000 hours or more per year through a non-traditional, joint contributor, hybrid defmed benefit plan in the state-wide 
Texas MUIl.icipal Retirement System (TMRS), one of over 827 administered by TMRS, an agent multiple-employer public 
employee retirement system. Each of the municipalities has an annual, individual actuarial valuation perfoIDled. All 
assumptions for the December 31, 2007 valuations are contained in the 2007 TMRS Comprehensive Annual Financial 
Report, a copy of which may be obtained upon written request from the TMRS Board of Trustees at P.O. Box 149153, 
Austin, Texas, 78714-9153. 

Benefits depend upon the sum of the e113ployee's contributions to theoiJlan, with interest, lind the City-financed 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 equal to two times what would have been contributed by the employee, with interest, prior to 
establishment of the plan. Monetary credits for services since the plan began are 100% 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 services 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 his 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-financed monetary credits with interest were used to purchase an annuity. 

Members can retire at age 60 and above with 10 or more years of service or with 20 years of service regardless of age. A 
member is vested after 10 years. The plan provisions are adopted by the governing body of the City, within the options 
available in the state statutes governing ThLRS and within the actuari.al constraints also in the statutes. 
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Contributions 

The City of Santa Fe has elected the annually detennined contributions rate (ADCR). Under the state law governing 
TMRS, the actuary annually determines the City contributions rate. This rate consists of the normal cost contribution rate 
and the prior service contribution rate, both of which are calculated to be a level percent of payroll from year to year. The 
normal cost contribution rate fInances 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 his/her retirement becomes effective. Both the employees and the City make contributions 
monthly. Since the City needs to know its contribution rate in advance to budget for it, there is a one-year delay between 
the actuarial valuation that is the basis for the rate and the calendar year when the rate goes into effect (i.e. December 31, 
2007 valuation is effective for rates beginning January, 2009). The City contributed using the actuarially determined rate of 
11.26% for the months of the accounting year in 2007 and 11.72% for the months in the accounting year 2008. The 
contribution rate payable by the employee members for the calendar year 2008 is the rate of 7% as adopted by the City 
Council of the City of Santa Fe. For the calendar year 2007, the employees' contribution rate was 7%. The employee and 
the City of Santa Fe contribution rates may be changed by the City Council of the City of Santa Fe within options available 
in the Texas Municipal Retirement System. 

Annual Pension Cost 

For the City of Santa Fe accounting year ending September 30, 2008, the annual pension cost for the Tl\1RS plan for its 
employees was $274,908 and the actual contributions were $274,908. The annual required contributions were actuarially 
detennined as a percent of the covered payroll of the participating employees. The December 31, 2007, actuarial valuation 
is the most recent valuation. 

Actuarial Valua tion Information 

Actuarial valuation date 12/31/05 12/31/06 12/31/07 

Actuarial cost method Unit Credit Unit Credit Projected Unit Credit 

Amortization method Level Percentage Level Percentage Level Percentage 
of Payroll of Payroll of Payroll 

Amortization period (in years) 25 years - open period 25 years - open period 30 years - closed period 

Asset valuation method Amortized cost Amortized cost Amortized cost 

Actuarial assumptions: 
Investment rate of return 7.00% 7.00% 7.00% 
Projected salary increases None None Varies by age & service.-. 
Inflation at 3.50% 3.50% 3.00% • 
Cost-of-living adjustments None None 2.1%(3.0%CPI) 

Since its inception, TMRS has used the Unit Credit actuarial funding method. This method accounts for liability accrued as 
of the valuation date, but does not project the potential future liability of provisions adopted by a city. Two-thirds of the 
cities participating in TMRS have adopted the Updated Service Credit and Annuity Increases provisions on an annually 
repeating basis. For the December 31, 2007 valuation, the TMRS Board determined that the Projection Unit Credit (PUC) 
funding method should be used, which facilitates advance funding for future updated service credits and annuity increases 
that are adopted on an annually repeating basis. In addition, the Board also adopted a change in the amortization period 
from a 25-year "open" to a 25-year "closed" period. TMRS Board of Trustee rules provide that, whenever a change in 
actuarial assumptions or methods results in a contribution rate increase in an amount greater than 0.5%, the amortization 
period will be increased to 30 years, unless a city requests that the period remain at 25 years. For cities with repeating 

features, these changes would likely result initially in higher required contributions and lower funded ratios; however, the 
funded ratio should show steady improvement over time. To assist in this transition to higher rates, the Board also 
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approved an eight-year phase-in period, which will allow cities the opportunity to increase their contributions gradually 
(approx. 12.5% each year) to their full rate (or their required contribution rate). 

If the changes in actuarial funding method and assumptions had not been adopted for the 2007 valuation, the city's 
unfunded actuarial accrued liability would have been $1,597,249 and the funded ratio would have been 63.7%. 

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

Trend Information for the Retirement Plan for the Employees of 
The City of Santa Fe, Texas 

Accounting Year Annual Pension Percentage of Net Pension 
Ending - September 30 Cost (APC) APC Contributed Obligation 

1999 $95,203 100.00% $0 
2000 $101,996 100.00% $0 
2001 $127,543 100.00% $0 
2002 $142,496 100.00% $0 
2003 $139,310 100.00% $0 
2004 $138,141 100.00% $0 
2005 $208,605 100.00% $0 
2006 $241,789 100.00% $0 
2007 $239,497 100.00% $0 
2008 $274,908 100.00% $0 

Funded Status and Funding Progress 

The following is funded status information for the City of Santa Fe as of December 31, 2007, the most recent actuarial 
valuation date: 

Unfunded UAAL as a 
Actuarial Value of Actuarial Accrued (Overfunded) Annual Covered Percentage of 

Assets Liability (AAL) AAL(UAAL). Funded Ratio 
".:. ..' Payro.ll Covered Payroll 

(a) (b) ( b - a ) ( a -;- b) (c) ( [b-a] -;- c ) 

$ 2,799,348 $ 5,203,197 $ 2,403,849 53.8% $ 2,124,360 113.2% 

The schedule of finding progress, presented as required supplementary information (RSI) following the notes to basic 
financial statements, presents multiyear trend information about whether the actuarial value of plan assets is increasing or 
decreasing over time relative to the actuarial liability for benefits. 

NOTE 11-SUBSEQUENTEVENTS 

The City of Santu Fe pU33cd RC301ution #2009-29 at thci.r lCgWctl Cuulll;il meeling on Ocwber 9, 2008. This resolution 
authorized a line of credit for cash flow purposes in an amount not to exceed $2,000,000. These borrowed funds will be 
used to pay expenses related to disaster recovery operations related to Hurricane Ike. Any amounts borrowed shall be 
repaid immediately upon receipt of funds reimbursed to the City by the Federal Emergency Management Public Assistance 
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Grant (FEMA). The City's approved depository bank has agreed to loan money to the City on a "line of credit" basis at an 
interest rate of approximately 3.89% on funds drawn. 

NOTE 12 - NEW GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STANDARDS 

The Governmental Accounting Standards Board (GASB) has issued two statements not yet implemented by the City. The 
statements which might impact the City are as follows: 

Statements 

•	 No. 43 - Financial Reportingjor Postemployment Benefit Plans Other Than Pensions Plans issued April
 
2004, will be effective the City for the fiscal year ending September 30, 2009. This statement establishes
 
uniform financial reporting standards for other post employment benefit (OPEB) plans and supersedes
 
the interim guidance included in Statement No. 26. This statement affects reporting by administrators or
 
trustees of OPEB plan assets or by employers or sponsors that include OPEB plan assets as trust or
 
agency funds in their financial reports.
 

•	 No. 45 - Accounting and Financial Reporting by Employers jor Postemployment Benefits Other Than
 
Pensions issued June 2004, will be effective for the City for the fiscal year ending September 30, 2010.
 
This statement established standards for the measurement, recognition, and display of (OPEB)
 
expense/expenditures and related liabihties (assets), note disclosures and, if applicable, required
 
supplementary information (RSI) in the fmancial reports of state and local governmental employers.
 

If these statements are determined to impact the City's fmancia1 statements, they will be implemented during the required 
year of implementation. The City's management has not yet determined the effect these statements will have on the City'S 
financial statements. 

NOTE 13 - DISCLOSURES RELATED TO DISCRETELY PRESENTED COMPONENT UNIT 

A. - SUM1\1ARY OF SIGNIFICANT ACCOUNTING POLICIES 

The fmancial statements of the City of Santa Fe Section 4B Economic Development Corporation have been prepared in 
accordance with generally accepted accounting principles accepted in the United States of America ("GAAP") as applied to 
governmental units. The Governmental Accounting Standards Board ("GASB") is the standard-setting body for 
governmental accounting and fmancial reporting. Governments are also required to follow the pronouncements of the 
Financial Accounting Standards Board ("FASB") issued through November 30, 1989 (when applicable) that do not conflict 
with or contradict GASB pronouncements. The GASB periodically updates its codification of the existing Governmental 
Accounting and Financial Reporting Standards, which, along with subsequent GASB pronouncements (Statements and 
Interpretations), constitutes GAAP for governmental units. The more significant of these accounting policies are described 
beJQw.. , '. ". .. . .. ""0 

The Corporation is a non-profit economic development corporation created and organized under the Constitution and laws 
of the State ofTexas, particularly the Development Corporation Act of 1979, Article 5190.6 Section 4B, Vernon's Texas 
Civil Statutes, as amended. The Corporation is governed by Section 4B of the Act and is a constituted authority and 
instrumentality of the City of Santa Fe, Texas. 

In an election held on May 5, 2001, the qualified voters of the City of Santa Fe' approved Proposition 1 adopting an 
additional one-half of one percent (l/2 cent) sales and use tax. The additional sales and use tax will be held by an economic 
development corporation for specifically identified economic development projects as authorized by Section 4B of the Act. 
The sales and use tax becomes effective on October 1, 2001. 

The Corporation was created on July 12, 2001, by the City Council of the City of Santa Fe to act on behalf of the City to 
promote and develop specific economic development projects. The Secretary of State approved the Articles of 
Incorporation on July 26,2001. 
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The Corporation is governed by a board of seven directors. All directors are appointed by the City Council of the City of 
Santa Fe for a tenn of two years. The City of Santa Fe shall approve all programs and expenditures of the corporation and 
shall annually review any financial statements of the corporation. The powers of the corporation shall be subject at all 
times to the contwl of the city's governing body and the city has the authority to alter the structure, organization, programs, 
or activities of the development corporation at any time. . 

The Board of Directors of the Corporation signed an Administrative Services Agreement with the City of Santa Fe to 
provide administrative and program support services to the Economic Development Corporation as requested by the Board 
of Directors. The purpose of the agreement is to have the City implement, administer, and carry out the duties that an 
executive director would have in administering the economic programs and to manage and administer such affairs of the 
Economic Development Corporation. The agreement is for a period of one year and payments shall be made in one-fourth 
increments and due at the end of each calendar quarter. 

The Corporation is exempt from federal income tax as an organization described in Section 501C (3) of the Internal 
Revenue Code. The State Comptroller's office has treated Section 4B development corporations as exempt from state and 
local sales tax and state franchise tax. 

A - 1. Reporting Entity 

In accordance with Governmental Accounting Standards Board Statement No. 14, "The Financial Reporting Entity," the 
Corporation's basic financial statements must present the reporting entity which consists of the primary government, 
organizations for which the primary government is fmancially accountable and other organizations for which the nature and 
significance of their relationship with the primary government are such that exclusion could cause the Corporation's basic 
financial statements to be misleading or incomplete. The basic criteria used to determine component units is (1) the 
selection of the governing authority, (2) designation of management, (3) ability to significantly influence operations, (4) 
accountability for fiscal matters, (5) budgetary and taxing authority, and (6) funding and debt responsibility. Based on 
these criteria, the Corporation did not have any component units that should be included in the accompanying basic 
financial statements. However, the Corporation is considered to be, and is reported as, a component unit of the City of 
Santa Fe, Texas. 

A - 2. Basic Financial Statements 

General 

The Corporation's basic financial statements include both government-wide (reporting the Corporation as a whole) 
and fund financial statements (focusing on the Corporation's major funds). Both the government-wide and fund 
financial statements categorize primary activities as either governmental or business type. The Corporation's 
activities are all governmental in nature and no business type activities exist. . .. 
Government-Wide Statements: 

In the government-wide Statement of Net Assets information is reported on all the non-fiduciary activities of the 
government. For the most part, the effect of interfund activity has been removed from this statement. The statement 
of net assets presents the governmental activities in a column on a consolidated basis and a full accrual, economic 
resource basis, which incorporates long-tenn assets and receivables as well as long-tenn debt and obligations. The 
Corporation's net assets are reported in two parts - invested in capital assets, net of related debt and restricted net 
assets for infrastructure improvements. 

The government-wide Statement of Activities also reports on all the non-fiduciary activities of the government. The 
Statement of Activities demonstrates the degree to which the direct expenses of a given function or irlentifiilhlp. 
activity is offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function 
or identifiable activity. The Corporation does not allocate indirect costs. Program revenues include (I) charges to 
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a 
given function or segment (2) grants and contributions that are restricted to meeting the operational or capital 
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requirements of a particular function or segment. Taxes and other items not properly included among program 
revenues are reported as general revenues. 

Fund Financial Statements: 

Fund financial statements include a Balance Sheet and a Statement of Revenues, Expenditures and Changes in Fund 
Balances for all major governmental funds and nonmajor fimds aggregated. The Corporation only has one major 
fund (General Fund) and no nonmajor funds. Each fund is accounted for by providing a separate set of self­
balancing accounts that comprises its assets, liabilities, reserves, fund equity, revenues, and expenditures/expenses. 
A statement is presented in the basic fmancial statements to reconcile and explain the differences in fund balances 
and changes in fund balances as presented in these statements to the net assets and changes in net assets presented in 
the Government-Wide financial statements. 

A - 3. 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. Accordingly, all of the Corporation's assets and liabilities, including capital assets, as well as 
infrastructure assets, and long-term liabilities, are included in the accompanying Statement of Net Assets. The Statement of 
Activities presents changes in net assets. Under the accrual basis of accounting, revenues are recognized in the period in 
which they are earned while expenses are recognized in the period in which the liability is incurred; regardless of the timing 
of related cash flows. 

Governmental Fund Financial Statements are reported using the current financial resources measurement focus and the 
modified accrual basis of accounting. With this measurement focus, only current assets, current liabilities, and fund 
balances are generally included on the balance sheet. Revenues are recognized as soon as they are both measurable and 
available. Revenues are considered to be available when they are collectible within the current period or soon enough 
thereafter to pay liabilities of the current period. For this purpose, the Corporation considers revenues to be available if 
they are collected within sixty days of the end of the current fiscal period. The Corporation records sales tax, which is 
subsequently remitted, as revenues and receivables when collected by the authorized agents. 

The funds of the fmancial reporting entity are described below: 

Governmental Funds: 

The focus of the governmental funds' measurement (in the fimd statements) is upon determination of financial 
position and changes in fmancial position (sources, uses, and balances of financial resources) rather than upon net 
income. The following is a description of the governmental funds of the Corporation: 

General Fund - the general fund is the primary operating fimd of the Corporation and is always classified al; 

a rruijor fund. It accounts for all financial resources and transactions not required to be accounted f6t in. 
another furid. 

A - 4. Cash and Cash Equivalents 

The Economic Development Corporation's cash and cash equivalents are comprised of demand deposits. 

A - 5. Investments 

The Economic Development Corporation follows the same investment policy that has been adopted by the City of Santa Fe. 
This policy sets forth specific investment guidelines to insure safety, liquidity, diversification, yield, and public trust. The 
investments authorized by the policy, which is guided by state law, generally include: obligations of the United States of 
America or its agencies and insrrumentalities; direct obligations of the State of Texas or Its agencIes and mstrumentalItles; 
fully collateralized certificate of deposits; and other obligations, in which the principal and interest are unconditionally 
guaranteed or insured by, or backed by the full faith and credit of, the State of Texas or the United States of America or 
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their respective agencies and instrumentalities. The Corporation has also adopted a resolution and a participation 
agreement that authorizes participation in investment pools. 

Investments for the Corporation are reported at fair value and are in compliance with the Corporation investment policy and 
state statutes governing investments. The investment pools operate in accordance with appropriate state laws and 
regulations. The reported value of the pool is the same as the fair value of the pool shares. . 

.A - 6. Receivables .' 

The Corporation's receivables in both the government-wide and governmental funds financial statements are made up of 
local sales tax due from the Comptroller of Public Accounts. No allowance for uncollectible has been set up since this 
amount has been received in the subsequent year. 

A - 7. Capital Assets 

Under GASB Statement No. 34, all capital assets whether owned by governmental activities or business-type activities, are 
recorded and depreciated in the government-wide fmancial statements. No long-term capital assets or depreciation is 
shown in the governmental funds fmancial statements. 

Capital assets, which include property, plant, equipment, and infrastructure assets (roads, bridges, drainage systems and 
similar items) are reported at cost or estimated historical cost, including all ancillary charges necessary to place the asset in 
its intended location and condition for use. Donated capital assets are reported at their estimated fair market value at the 
date of donation. The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend 
asset lives are not capitalized. Interest costs related to a capital asset or incurred during the construction phase of a capital 
asset is expensed and not capitalized. . 
Capital assets are defmed for financial statement purposes as assets with an estimated economic useful life in excess of one 
year and meet specific capitalization thresholds. They are depreciated using the straight line method of depreciation. The 
following represents the useful life and capitalization threshold of the Corporation's capital assets: 

Capitalization 
Asset Type Useful Life Threshold 

Land Inexhaustible and All land, regardless 
non-depreciable of cost or value 

Buildings 40 years $25,000 
Building Improvements 15 years $25,000 
Improvements, Other Than Buildings 15 years $20,000 
Infrastructure 60 years $100,000 
Infrastructure Imp~ovements 15 years $100,000 
Computers and Compu'ter Equipment 5 years $IJlOO 
Equipment 10 years $2,500 
Furniture 10 years $1,000 
Radios and Communication Equipment 10 years $1,000 
Vehicles 10 years $2,500 
Library Books and Materials 10 years $10,000 

A - 8. Accounts Payable 

Accounts payable in the government-wide and governmental fund financial statements are 100% due to vendors. 
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A -	 9. Long-Term Obligations 

All long-term obligations of the Corporation relate directly to governmental fund activities. The Corporation does not have 
any proprietary fund operations or business-type activities. 

All long-term debt to be repaid from governmental resources is reported as liabilities in the government-wide statements. 
The long-term debt consists primarily of Economic Development Bonds, Series 2002. 

Long-term debt for governmental funds is not reported as liabilities in the fund fmancial statements. The debt proceeds are 
reported as other fmancing sources and payment of principal and interest reported as expenditures. 

A -	 10. Equity Classifications 

In the Government-Wide Statements, equity is classified as net assets and displayed in two components: 

•	 Invested in capital asset - Consists of capital assets including restricted capital assets, net of accumulated 
depreciation. No debt is related to the capital assets. 

•	 Restricted net assets - Consists of net assets with constraints placed on their use either by (1) external groups such 
as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law through constitutional 
provisions or enabling legislation. 

In the Fund Financial Statements, reserves and designations segregate portions of fund balances that are either not available 
or have been eannarked for specific purposes. The various reservations and designations are established by actions of the 
Board of Directors and Management and can be increased, reduced or eliminated by similar actions. As of September 30, 
2008, fund balances are described below: 

•	 Reserved for, future budget requirements - The Board of Directors and Management have reserved and made 
available a portion of fund balance for subsequent year appropriations. 

•	 Unreserved, designated for infrastructure improvements - The Board of Directors have established a guide for 
funding Economic Development Projects. The Board has determined that the funds will be used on the public 
works infrastructure improvements, with primary emphasis on water/wastewater expansion and with secondary 
emphasis on drainage, streets and roads, including maintenance and operating expenses for projects developed 
with economic development funds designated to promote new or expanded business enterprises. The funds will 
also be used for administrative support including accounting and fmancial management activities. 

A-II. Estimates 

The preparation of fmancial statements in conformity with accounting principles generally accepted in the United States of 
America requires management to make certain estimates and assumptions that affect the reported amounts of certain assets, 
liabilities, revenues, expenditures, expenses, and other disclosures. Accordingly, actual results could differ from those 
estimates. 

B. - DEPOSITS AND INVESTMENTS 

Policy 

The Economic Development Corporation follows the same investment policy that has been approved by the City of Santa 
Fe City Council. The City Manager and SecretaryfTreasurer are designated as investment officers and are responsible for 
investment decisions and activities. All deposits and investments are required to be secured by pledged collateral. The 
collateralization level is 102 percent of market value of principal and accrued interest on the deposits or investments less an 
amount insured by FDIC. 
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Deposits 

The Corporation's deposits were with the contracted depository bank in interest bearing accounts. The deposits are not 
commingled with the City of Santa Fe funds. All amounts are subject to various State statutes that exist to secure the safety 
of public funds. A pledge agreement exists that requires the Corporation to have a frrst and prior lien on the securities to 
the extent of its funds on deposit and that none of the securities can be pledged or subjected to any lien other than that of 
the Corporation. The Corporation's deposits are categorized below to indicate the level of risk assumed by the Corporation 
as of September 30, 2008: 

1: Insured or collateralized with securities held by the Corporation or by its agent in the Corporation's name. 
2: Collateralized with securities held by the pledging fmancial institution's trust department or agent in the 

Corporation's name. 
3: Uncollateralized or collateralized with securities held by the pledging fInancial institution or by its trust 

department or agent, but not in the Corporation's name. 

For deposits, custodial credit risk is the risk that in the event of bank failure, the Corporation's deposits may not be 
returned to it. Protection of Corporation cash and deposits is provided by the Federal Deposit Insurance Corporation 
(FDIC) as well as qualified securities pledged by the financial institutions holding the assets. By law, fmancial institutions 
must collateralize all public deposits. 

At year-end, the Corporation's carrying amount of deposits was $1,611 (all considered cash and cash equivalents) and the 
bank balance was $1,778. The total bank balance is covered by $100,000 of federal depository insurance (Risk Category 
1). The Corporation does not have any petty cash at the year-end. 

Investments 

TexPool - The Corporation is a pamclpant in a Texas Local Government Investment Pool (TexPool), an external 
investment pool that has been organized in conformity with the Interlocal Cooperation Act, Chapter 791 of the Texas 
Government Code, and the Public Funds Investment Act, Chapter 2256 of the Texas Government Code. These two Acts 
provide for the creation of public funds investments pools and permit eligible governmental entities to jointly invest their 
funds in authorized investments. The State Comptroller of Public Accounts exercises oversight responsibility over 
TexPool. Oversight includes the ability to significantly influence operations, designation of management and 
accountability for fiscal matters. Additionally, the State Comptroller has established an advisory board composed of both 
participants in TexPool and other persons who do not have a business relationship with TexPool. The Advisory Board 
members review the investment policy and management fee structure. Finally, TexPool is rated AAAm by Standard & 
Poors. As a requirement to maintain the rating, weekly portfolio information must be submitted to Standard & Poors, as 
well as the office of the Comptroller of Public Accounts for review. In addition to its annual review by an independent 
auditor, TexPool is subject to review by the State Auditor and the Internal Auditor of the Comptroller's Office. Results of 
these annual reviews may be obtained from TexPool Participa1J.t Services, Lehman Brothers, 600 Travis Street, Suite 7200, 
H~uston, Texas, 77002. '.... ;'" . 

The Economic Development Corporation had $1,236,757 invested in TexPool as of September 30, 2008, at a 3.2323% 
average annual rate of return. TexPool's portfolio is managed by Lehman Brothers, Inc. and Federated Investors, Inc. 
("Lehman and Federated"), and the assets are safekept in a separate custodial account at State Street Bank in the name of 
TexPool. Its portfolio is made up of the following: 

1.	 Obligations of the United States Government, its agencies and instrumentalities with a maximum final maturity of 
397 days for fixed rate securities and 24 months for variable rate notes. 

2.	 Fully collateralized repurchase agreements or reverse repurchase agreements (a) with defIned termination dates, 
(b) secured by obligations of the United States. its agencies. or its instmmf'nt"l;t;f'~, inrll1cling certain znortgage­

backed securities, (c) that require purchased securities to be pledged to the investing entity, in the entity's name, 
and deposited at the time of investment with the investing entity or a third party, and (d) that are placed through 
primary government securities dealers, as defmed by the Federal Reserve, or a fmancial institution doing business 
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in the State of Texas. The tenn of a reverse repurchase agreement may not exceed 90 days after the date of 
delivery. The maximum maturity on repurchase agreements may not exceed 181 days. 

3.	 No-load money market mutual funds regulated by the Securities and Exchange Commission and rated AAA or 
equivalent by at least one nationally recognized rating service. The money market mutual fund must maintain a 
dollar-weighted average stated maturity of 90 days or less and include in its investment objectives the maintenance 
of a stable net asset value of $1.00. 

4.	 Securities lending program that comply with various limitations. 

TexPool will not invest in derivates, commercial paper, or certificates of deposit. 

TexPool operates in a manner consistent with the SEC's Rule 2a7 of the Investment Company Act of 1940. TexPool uses 
amortized cost rather than market value to report net assets to compute share prices. Accordingly, the fair value of the 
position in TexPool is the same as the value of TexPool shares. These TexPool balances are not evidenced by securities 
that exist in physical or book entry fonn and, accordingly, are not categorized by credit risk. However, the nature of these 
funds requires that they be used to purchase investments authorized by the Texas Public Funds Investment Act. The 
primary objective of these investment pools is to provide a safe environment for the placement of public funds in short­
term, fully collateralized investments. 

Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its obligations. To minimize credit risk, 
TexPool's investment policy allows the portfolio's investment manager to only invest in obligations of the U.S. 
Government, its agencies, and instrumentalities; repurchase agreements; no-load AAAm money market mutual funds 
registered with the Securities and Exchange Commission, and securities lending programs. 

Interest rate risk is the risk that changes in interest rates will adversely affect the value of an inves tment. TexPool' s 
portfolio has low interest rate risk due to restrictions on weighted average maturity and maximum maturity of anyone 
investment. TexPool's investment manager will maintain the weighted average maturity of the portfolio at sixty (60) days 
or less, no fixed rate security will exceed 397 days in maturity, and no variable rate note will exceed 24 months in maturity. 
The investment manager is required to maintain a stable $1.00 net asset value and must take immediate action in the net 
asset value of the portfolio fal1s below $0.995 or rises above $1.005, These limitations are designed to minimize interest 
rate risk. 

c. - CMITAL ASSETS 

Capital asset activity for the year ended September 30,2008 was as follows: 

' ...., 
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Beginning Ending 
Balance Balance 

October 1 Increases Decreases September 30 
Governmental Activities 

Capital assets not being depreciated: 
Land - property owners 

easement contributions $ 9,910 $ $ 9,910' '''$ 
Construction in progress 65,730 65,730 

Total capital assets not being depreciated 75,640 75,640 

Capital assets being depreciated: 

Less accumulated depreciation 

Total capital assets being depreciated, net 

Governmental activities capital assets, net $ 75,640 $ $ 75,640 $ 

No depreciation expense was charged to expenditures/expenses of the Corporation. 

During the year ended September 30, 2008 no major construction project costs related to sewer and water infrastructure 
improvements were incurred. The 'Corporation has a commitment for these infrastructure improvements, which is to be 
funded from the proceeds of revenue bonds to be issued. See Note D for details on the Economic Development Bonds, 
Series 2002. 

Required 
Project Expended Further 

Description Authorization To Date Commitment Financing 

Water and sewer line installation $ 1,900,000 $ 1,900,000 ~$==== $ 

The construction is to be performed in four phases. Upon completion of each phase the infrastructure assets will be 
transferred to Galveston County Water Control and Improvement District No.8 (WClD NO. 8) per interlocal agreement 
(See Note G). During the year ended September 30, 2008, Extension 1 - Phase.4 was' completed and $75,640 of water and 
sewer•. infrastructure was transferred to WCID No.8. All construction phases were completed and transferred as of 
September 30, 2008. 

D. - LONG-TERM DEBT 

Long-term liability activity for the year ended September 30, 2008 was as follows: 

Beginning Ending Due 
Balance Balance Within 

October 1 Additions Payments September 30 One Year 

Governmental Activities 
F.r.r)l1C\mir, n",vF.>lop=nt 

Bonds, Series 2002 $ 984,406 $ $ 165,042 $ 819,364 $ 174,056 
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Economic Development Bonds, Series 2002 

On August 27, 2003, the Corporation approved a resolution authorizing the issuance of $1.9 million of special revenue 
bonds, secured by a one-half cent sales tax and issued serially, to be used for the construction of water and sewer lines. The 
sales tax, approved in an election held on May 3, 2003 by the citizens of the City of Santa Fe, Texas, was adopted for 
"public works infrastructure improvements, specifically water/wastewater expansion, drainage, and street and roads." The 
bonds bear interest from the date of delivery to their dates of maturity or redemption prior to maturity at 5.20% per annum. 
Principal and interest are payable on the first day of December, March, June, and September. The bonds mature between 
December 1,2002 and September 1,2014. 

The bond indenture contains significant limitations and restrictions on quarterly debt service requirements, maintenance of 
and flow of monies through restricted accounts, and minimum amounts to be maintained in interest and sinking funds. The 
Corporation is substantially in compliance with all such significant limitations and restrictions. 

The following is a schedule of future General Long-Term Debt payments as of September 30, 2008: 

Economic Development Bonds 
Series 2002 

Year Ended September 30: 
2009 $ 213,832 
2010 213,832 
2011 213,832 
2012 213,832 
2013 and future 65,828 

Total principal and interest	 921,156 

Less: Amount representing interest	 (101,792) 

Total future principal payments	 $ 819,364 

E. - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS 

During the course of operations, numerous transactions occur between individual funds for goods provided or services 
rendered. These receivables and payables are classified as "due from other funds" or "due to other funds" on the balance 
sheet when they are expected to be liquidated within one year. If the receivable or payable is expected to be liquidated after 

"	 one year, they are cla~sified as "advances to other funds'~ or "adyances:fr9..mo{)th~rilylds." Interfund transfers are used to 
move revenu(,s from the fund that is required to collect them to the fund that is required or allowed to expend them. 

As of September 30, 2008, no amounts were reported as interfund receivables, payables, or transfers in the government­
wide or governmental fund financial statements. 

F. - RISK MANAGEMENT 

During the normal course of business, the Corporation is exposed to various risks of loss related to torts; thefts of, damage 
to, and destruction of assets; errors or omissions; and natural disasters. The Corporation has been included as a "covered 
party" of the City of Santa Fe's insurance coverage and is entitled to all the declarations of coverage available to the City. 
The City'S risk management program encompasses obtaining property and liability insurance through Texas Municipal 
League (TML), un Intergovernmental R.i~k Puul. TItis pool is a risk-sharing pool provldrng lllsuranee coverage to 2,638 
Texas municipalities and other governmental units as of September 30, 2008. The risk pool is governed by a Board of 
Trustees which consists of 15 members, plus 3 ex-officio non-voting members, either elected or appointed in the manner 
specified per the TML bylaws. Each member of the Board must be either an employee or official of the governing body of 
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an employee member of the Pool. The Board controls the operations of the risk pool and has various powers and duties as 
specified in its bylaws. Audited fmancial information for each risk pool may be obtained from the Chief Financial Officer, 
Texas Municipal League Intergovernmental Risk Pool, P.O. Box 149194, Austin, Texas 78714-9194. 

The City has not had any significant reduction in insurance coverage and the amounts of insurance settlements related to the 
City or the Corporation has not exceeded insurance coverage for a:i!y of the last three years. All insurance premiums are 
paid by the City of Santa Fe through their General Fund. During'the year ended September 30, 2008, the City paid net 
premiums of approximately $47,067 for provisions of various liability, property, and casualty insurance. The City has 
coverage deductibles ranging from $1,000 to $10,000 on various policies. TML will pay damages and claims subject to the 
limits of liability and stated deductible amounts in accordance with the approved declarations of coverage. Amounts over 
the stated limits of liability become the responsibility and risk of the City of Santa Fe or the Economic Development 
Corporation. Claim liabilities are recorded when it is probable that a loss has occurred and the amount of the loss can be 
reasonably estimated. At year-end, neither the City nor the Corporation had any significant probable claims. 

The Corporation does not have any employees, therefore, workers compensation and other employee benefit insurances are 
not necessary. 

G. - COMMITMENTS & CONTINGENT LIABILITIES 

Interlocal Agreement 

The Santa Fe Economic Development Corporation approved an interlocal agreement with Galveston County Water Control 
and Improvement District No.8 (WClD No.8) on August 27, 2003. This agreement specifies that the Corporation and 
WCID No.8 work together for water and sewer development in four designated areas. The Corporation will pay for all 
construction and non-construction costs for the laying of water and sewer improvements, including lift stations, in these 
four designated areas. The Corporation will also be responsible for all costs associated with repairs and expenses of 
enforcement of the contractor's warranty, including the enforcement of such warranty against any construction bonding or 
surety companies, during the first year after completion and acceptance of the project. 

After completion and acceptance of the improvements by the Corporation, they will be made available to WCID No.8 for 
use as part of its facilities, along with any land acquisitions and/or right of way acquired by the Corporation necessary for 
the project. WCID No. 8 has agreed to assume full responsibility for the maintenance and operation of the project 
beginning one year after the completion of the project and its acceptance by the Corporation. Once the project is received 
by WCID No.8, the Corporation ceases to bear any further costs or expenses whatsoever in connection with the project. 

The construction and non-construction costs for the laying of water and sewer improvements in the four designated areas 
has been completed and all infrastructure improvement assets have been transferred ts> WCID No.8 as of September 30, 
2008. All the terms and conditions of the interlocal agreement have been satisfied. 

Litigatio? 

There are no lawsuits pending against the Corporation that would in the opinion of management and legal counsel result in 
claims that would have a material effect on the fmancial statements of the Corporation. 

Construction Commitments 

The Corporation has a commitment for the construction of significant water and sewer infrastructure improvements. This 
commitment is expected to be funded from the proceeds of revenue bonds to be issued. Also see Note C for further 
discussion on construction commitments and Note D for details on the Economic Development Revenue Bonds. 

Water and Sewer Infrastructure Construction, Improvements, and Relocation Commitment 

The Economic Development Corporation approved an interlocal agreement with Galveston County Water Control and 
Improvement District No.8 (WCID No.8) on August 19,2008. The Corporation will contribute funds for the construction, 
surveying, engineering, and related costs of relocating and adding water and sewer lines to FM 646, Texas State Highway 
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6, and FM 646, not to exceed a total of one million dollars ($1,000,000). The Corporation will also contribute funds for the 
construction, surveying, consulting, and related costs of certain public water and sewer system improvements on the west 

6thside of FM 646 from Lamar Lane to Street, not to exceed a total of thirty-five thousand dollars ($35,000). These
 
amounts have not been recorded in the 2007-08 year fmancial statements but have been appropriated in the 2008-09
 
Economic Development Corporation budget.
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CITY OF SANTA FE, TEXAS EXHIBIT 1 

SCHEDULE OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES - BUDGETAND ACTUAL - GENERAL FUND 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Variance with 
Budgeted Amounts Actual Final Budget 

Original Final Amounts Favorable (Unfavorable) 

Revenues 
Taxes: 

Property $ 1,257,192 $ 1,257,192 $ 1,254,146 $ (3,046) 
Franchise and contract fees 618,000 618,000 636,940 18,940 
Sales tax 850,000 878,000 . 898,222 20,222 
Sales tax - property tax reduction 425,000 439,.0°0 449,111 10,11l 

Licenses and permits 121,275 121,275 129,103 7,828 
Municipal finds and cash bond forfeits 235,000 235,000 331,393 96,393 
Intergovernmental revenues 58,100 43,076 4,193,375 4,150,299 
Interest income 75,000 75,000 72,252 (2,748) 
Penalty and interest, property taxes 31,000 31,000 25,899 (5,101) 
Other revenues 18,300 37,765 194,586 156,821 

Substance Abuse and Mental Health 
Services (SAMHSA); Drug Free 
Communities Support Program ­ 119,312 165,710 46,398 

Texas Department of Housing and 
Community Affairs (TDHCA); HOME 

Investment Partnership Program 1,420 1,420 

Total revenues 3,688,867 3,854,620 8,352,157 4,497,537 

Expenditures 

Current: 
General government administration 450,159 439,521 433,047 6,474 
Tax 13,858 13,858 13,060 798 
Community services 272,823 272,823 231,186 41,637 
ludiciallPolice 1,871,369 1,902,409 1,788,749 113,660 
Fire Marshal 12,325 12,325 9,707 2,618 
Public Safety 63,454 61,304 54,628 6,676 
Library 159,007 169,883 162,831 7,052 
Streets 55 I ,865 551,865 489,962 61,903 
Parks 67,485 81,455 75,792 5,663 
Community center 27,323 22,167 19,000 3,167 

Capital expenditures 197,060 513,005 4,728,657 (4,215,652) 
Debt service: 

Principal retirement 209,342 209,342 209,342 
Interest 11,542 11,542 11,542 

Substance Abuse and Mental Health 
Services (SAMHSA); Drug Free 

Communities Support Progr~m-

Personnel cost 12,201 9,303 2,898 
Fringe benefits 435 560 (125) 
Travel 
Supplies 2,407 2,708 (30 I) 
Consultants/Contracts 4,200 4,200 
Equipment 
Other 105,757 154,627 (48,870) 

Texas Department of Housing and 
Community Affairs (TDHCA); HOME 
Investment Partnerships Program 

Othor 005t5 1,420 (1,420) 

Total expenditures 3,907,612 4,386,499 8,400,321 (4,013,822) 

(Continued) 

See notes to required supplementary information. 
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CITY OF SANTA FE, TEXAS EXHIBIT 3 

SCHEDULE OF REVENUES, EXPENDITURES AND 

CHANGE IN FUND BALANCES - BUDGET AND ACTUAL ­

SPECIAL REVENUE FUND - HOME INVESTMENT PARTNERSHIPS PROGRAM 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Revenues 
Intergovernmental revenues: 

Texas Department of Housing and 
Community Affairs Grant 

Budgeted Amounts 

Original Final 

$ $ 

Actual 

Amounts 

$ 

Variance with 
Final Budget 

Favorable (Unfavorable) 

$ 

Total revenues 

Expenditures 

Current: 
Administrative costs 
Project construction costs 

Total expenditures 

Excess (deficiency) of revenues 
over (under) expenditures 

Other Financing Sources (Uses): 
Transfer in 
Transfer out 

Total other fmancing sources (uses) 

Net change in fund balances 

Fund balances at beginning of year 

Fund balances at end of year $ $ 
=$====­ =$======= 

',. 

See notes to required supplementary information. 
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SCHEDULE OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL ­

SPECIAL REVENUE FUND - FEDERAL EMERGENCYMANAGEMENT PUBLIC 

ASSISTANCE GRANT (FEMA)j HURRJCANE IKE 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

This fund was created to account for expenditures related to recovery efforts due to 

Hurricane Ike which struck the Gulf Coast in September, 2008. The City of Santa Fe was unable to adopt 

a budget for the fund due to the timing of the City's year-end and the uncertainty of expenditures 

subject to FEMA assistance grant funds. 

See notes to required supplementary information 
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SCHEDULE OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES· BUDGET AND ACTUAL­

SPECIAL REVENUE FUND - TEXAS COMMUNITY DEVELOPMENT BLOCK 

GRANT (TxCDBG) SUPPLEMENTAL FUND PROGRAM 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

EXHIBIT 5 

Revenues 
Intergovernmental revenues: 

Texas Office of Rural Community 
Affairs Grant 

Total revenues 

Budgeted Amounts 

Original Final 

$ - $ 

Actual 

Amounts 

$ 

Variance with 
Final Budget 

Favorable (Unfavorable) 

$ 

Expenditures 

Current: 
Water facilities 
Rehabilitation of Private Properties 
Engineering/Architectural Service 
General Administration 

Total expenditures 

Excess (deficiency) of revenues 
over (under) expenditures 

Other Financing Sources (Uses): 
Transfer in 
Transfer out 

Total other ftnancing sources (uses) 

Net change in fund balances 

Fund balances at beginning of year 

Fund balances at end of year $ $ $ .. $ 

See notes to required supplementary information. 
60 



CITY OF SANTA FE, TEXAS EXIDBIT 6 

SCHEDULE OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL­

SPECIAL REVENUE FUND - INTERNET CRIMES AGAINST CHILDREN PROGRAM 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Budgeted Amounts 

Original Final 

Actual 

Amounts 

Variance with 
Final Budget 

Favorable (Unfavorable) 

Revenues 
Intergovernmental revenues: 

Texas Office of Attorney General Grant 

Total revenues 

.::.-$ - $ 9,500 $ 

9,500 

9,500 .::.-$ _ 

9,500 

Expenditures 

Current: 
JudiciallPolice 

Forensic computer equipment 
Training 

7,749 
1,751 

7,505 
1,995 

244 
(244) 

Total expenditures 9,500 9,500 

Excess (deficiency) of revenues 
over (under) expenditures 

Other Financing Sources (Uses): 
Transfer in 
Transfer out 

9,500 
(9,500) 

9,500 
(9,500) 

Total other fmancing sources (uses) 

Net change in fund balances 

Fund balances at beginning of year 

Fund balances at end of year $ -$ -$ -$ 
~=== ==~ ~=== ~=~==~=== 

'.­
...: ..... " ...... & 

.~ -

':.. 

See notes to required supplementary information. 
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CITY OF SANTA FE, TEXAS EXIllBIT7 

SCHEDULE OF REVENUES, EXPENDITURES AND
 

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL ­

SPECIAL REVENUE FUND - SELECTIVE TRAFFIC ENFORCEMENT (STEP) PROGRAM
 

FOR THE YEAR ENDED SEPTEMBER 30, 2008
 

See notes to required supplementary information.
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CITY OF SANTA FE, TEXAS 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
SEPTEMBER 30,2008 

BUDGETARY INFORMATION 

Annual budgets are legally adopted for the General Fund and Special Revenue Funds on a basis consistent with generally 
accepted accounting principles. The City follows the procedures described below in establishing the budgetary data 
reflected in the fmancial statements. 

On or before the fIrst meeting of July of each year, the City Manager submits to the Council a proposed budget for the 
ensuing fIscal year and the budget message. The Council reviews and makes any appropriate changes to these documents 
prior to publishing the fInal budget. The Council holds a public hearing, not less than ten days subsequent to the time the 
budget is filed, to obtain taxpayer comments. At the conclusion of the hearing, the budget is acted upon by Council. 
Adoption of the budget constitutes appropriation of the amounts specified in the budget as expenditures from the funds 
indicated and constitutes a levy of the proposed property tax contained in the budget. 

Expenditures, on the departmental level, should not exceed appropriations. However, the City Manager may transfer any 
unencumbered appropriation balance or any portion thereof among programs within a department. By ordinance, the City 
Council may transfer all or part of any unencumbered appropriation balance from one department to another. Every 
appropriation, except an appropriation for a capital expenditure, shall lapse at the close of the fiscal year to the extent that it 
has not been expended or encumbered. An appropriation for a capital expenditure shall continue in force until the purpose 
for which it was made has been accomplished or abandoned; the purpose of any such appropriation shall be deemed 
abandoned if three years pass without any disbursement from or encumbrance of the appropriation. Additionally, by 
ordinance, the City Council may amend the budget to make supplemental appropriations to (1) carry excess cunent 
revenues to a subsequent year, (2) to retire indebtedness, or (3) to fund emergency appropriations due to grave public 
necessity, or to meet unusual and unforeseen conditions which could not be reasonable diligent thought and attention have 
been included in the original budget. 

On December 9, 1993, the City adopted a resolution establishing a budget policy. One provision of the policy allows the 
budget to contain a contingency fund not to exceed five percent of the proposed general fund expenditures. This fund may, 
at the approval of City Council, be used to fund certain unanticipated expenditures which might arise during the year. 

Another provision of the policy addresses fund balance. The City will attempt to maintain a fund balance equal to 
approximately three months' operating expenditures. 

The original budget was legally adopted by the City Council on September 13,2007. Passed, approved, and adopted by the 
City Council was Ordinance Number 04-2008 on February 14, 2008, Ordinance Number 11-2008 on June 12, 2008, and 
Ordinance Number 16-2008 on August 28, 2008. All of these contain legal budget amendments. 

Encumbrances represent commitments related to unperformed contracts for goods or 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 utilized in the governmental funds. Encumbrances outstanding at year-end are 
reported as reservations of fund balance and do not constitute expenditures or liabilities because the commitments will be 
honored during the subsequent year. Encumbranc~s lapse at year-end and are re-appropriated in the ensuing year's budget. 

For the year ended September 30, 2008, expenditures exceeded appropriations in the following: 

General Fund:
 
Capital expenditures $ 4,215,652
 

There were signifIcant expenditure differences due to recording the conveyance of infrastructure streets and drainage as 
capital expenditures. Recording these capital expenditures in the amolmt of $4,298,236 was offset by an equal amount in 
intergovernmental revenues. 
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CITY OF SAl~TA FE, TEXAS EXHIBIT 8 

SCHEDULE OF FUNDING PROGRESS 

TEXAS MUNICIPAL RETIREMENT SYSTEM 

SEPTEMBER 30, 2008 

The following is a summary of historical infonnation regarding the retirement plan for the 

employees of the City of Santa Fe. 

Actuarial Actuarial Unfunded Annual UAAL as a 

Actuarial Value of Accrued (Overfunded) Funded Covered Percentage of 

Valuation Assets Liability (AAL) AAL (VAAL) Ratio Payroll Covered Payroll 
Date ( a ) ( b) ( b-a) ( a -7- b) ( c) ( [b-a] -7- c) 

12/31/98 $325,240 $966,623 $641,383 33.6% $1,433,033 44.8% 

12/31199 $520,538 $1,217,178 $696,640 42.8% $1,429,200 48.7% 

12/31100 $711,316 $1,576,605 $865,289 45.1% $1,513,770 57.2% 

12/31/01 $984,974 $1,792,467 $807,493 55.0% $1,702,582 47.4% 

12/31/02 $1,253,609 $2,099,331 $845,722 59.7% $1,727,280 49.0% 

12/31103 $1,528,727 $2,596,799 $1,068,072 58.9% $1,803,830 59.2% 

12/31/04 $1,807,945 $3,270,612 $1,462,667 55.3% $1,744,529 83.8% 

12/31105 $2,057,691 $3,546,038 $1,488,347 58.0% $1,984,448 75.0% 

12/31/06 $2,436,608 $3,979,314 $1,542,706 61.2% $1,997,159 77.3% 

12/31/07 $2,799,348 $5,203,197 $2,403,849 53.8% $2,124,360 113.2% 

• o"~... ; __ 
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CITY OF SANTA FE, TEXAS SCHEDULE 1 

SCHEDULE OF TEMPORAR Y INVESTMENTS 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

General Fund: 

Certificate of Deposits: 

Certificate Numbers Interest Rate Maturity Date 
September 30, 2008 

Balance 

40419673 

40419674 

40419675 

40419757 

40419758 
40419759 

2.12% 

2.12% 

2.12% 

2.21% 

2.21% 
2.21% 

02/12/09 

02/12/09 

02/12/09 

12/15/08 

12/15/08 
12/15/08 

$ 118,252 

118,252 

222,306 

119,401 

119,401 
119,401 

Total temporary investments $ 817,013 

65 



CITY OF SANTA FE, TEXAS SCHEDULE 2 

ANALYSIS OF TAXES RECEIVABLE 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Taxes receivable - October 1 $ 146,989 

2007 original tax assessment 
Add (Deduct): Abatements and adjustments to tax rolls during the year 

$ 1,260,229 
6,575 1,266,804 

Total to be accountedfor 1,413,793 

Less collections: 

Current year 
Prior years 

1,218,458 
42,253 

Total collections 1,260,711 

Taxes receivable - September 30 153,082 

Less allowance for uncollectible taxes (24,507) 

Net taxes receivable - September 30 $ 128,575 

Taxes receivable by years: 

2007 

2006 

2005 

2004 

2003 

2002 

2001 

2000 

1999 

1998 
1997 and prior years 

$ 47,198 

21,997 

12,955 

9,732 

7,228 

5,841 

4,619 

4,384 

4,361 

4,115 
30,652 $ 153,082 

Less allowance for uncollectible taxes 

Net taxes receivable - September 30 
." 

$ 

(24,507) 

128,575 

Assessed valuation 

Percent of assessed valuation to the fair market value 

Tax rate per $100 valuation 

Percent of the current year's taxes collected to the current taxes levied 

Percent of the current and delinquent taxes collected to current and 

rlelinCJ.1lf"nt t,,"Xps rmtst""rli"S M the b~8innin8 of the year 

$ 447,266,859 

100.00% 

0.2992 

96.69% 

89.17% 
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CITY OF SANTA FE, TEXAS SCHEDULE 3 

CITY COUNCIL, KEY AlJMINISTRATlVE PERSONNEL AND LEGAL COUNSEL 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Relationship with Major 

Resident Land Owners, Engineer, 

Name, Address, and Term of Attorney and Tax 
of Office, Elected-Expires Annual Salary Title City Assessor-Collector 

Ralph Stenzel 

5518 FM 646S 

Santa Fe, Tx 77510 

5/07 to 5/09 $0 Mayor Yes None 

Ronald "Bubba" Jannett 

5136 Ave L 

Santa Fe, Tx 77510 

05/08 to 05/10 $0 Mayor Pro-Tern Yes None 

Jeff Tambrella 

12017 - 24th. Street 

Santa Fe, Tx 77510 

5/07 to 5/09 $0 Council Member Yes None 

Rebecca A. Darden 

12815 Middleham Lane 

Santa Fe, Tx 77510 

05108 to 05/1 0 $0 Cmmcil Member Yes None 

Pam Schwertner 

4322 Jensen 

Santa Fe, Tx 77517 

5/07 to 5/09 $0 Council Member Yes None 

Joe Carothers 

4410 Castle Drive 

Santa Fe, Tx 77510 

05/08 to 05/10 $0 Council Member Yes None 

Joe Dickson 

3807 Wade 

Santa Fe, Tx 77510 $93,682. City Mtnager Yes None ,. 

Janet Davis 

12835 24th St. 

Santa Fe, Tx 77510 $53,678 City Secretary/Treasurer Yes None 

Ellis J. Ortego 

606 Bayou Crest Dr. 

Dickinson, Tx 77536 $22,839 Prosecutor and City Attorney No None 
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CITY OF SANTA FE, TEXAS SCHEDULE 4 

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET 

ALL GOVERNMENTAL FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNIT 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED SEPTEMBER 30, 2007 

Variance ­
September 30, 2008 Over (Under) September 30, 2007 

Final Budget Actual Budget Actual 

PRIMARY GOVERNMENT: 

GENERAL FUND (Continued) 

Judicial 
Capital expenditures 

Furniture and office equipment $ 9,500 $ 8,613 $ (887) $ 10,877 
Instruments 3,819 
Motor vehicles 

Maintenance and repairs 7,800 4,392 (3,408) 3,995 
Personnel services 161,615 160,100 (1,515) 135,201 
Special services 46,060 42,627 (3,433) 36,328 
Supplies and materials 9,850 9,345 (505) 7,586 
Utilities 2,740 2,738 (2) 2,619 
Compensated absences (1,887) (1,887) 5,613 

Total 237,565 225,928 (11,637) 206,038 

Police 
Capital expenditures 

Furniture and office equipment 44,144 44,123 (21) 8,555 
Instruments 13,650 13,016 (634) 10,876 
Machinery, tools and equipment 
Motor vehicle - patrol cars 66,473 65,437 (1,036) 47,950 
Seized!Awarded vehicle 8,135 
Police car - County donation 
Capital lease equipment 
Capital outlay, capital lease 165,955 165,955 106,939 

Maintenance and repairs 61,860 28,213 (33,647) 44,749 
Personnel services 1,436,014 1,385,187 (50,827) 1,249,138 
Special services 16,000 13,069 (2;931) 7,667 
Supplies and materials 131,426 123,442 (7,984) 99,900 
Utilities 28,800 26,526 (2,274) 26,034 
Compensated absences .-. '" (5,00'3).. (5,003) (5,471) 

Total 1,964,322 1,859,965 (104,357) 1,604,472 

Fire Marshal 
Capital expenditures 

Furniture and office equipment 
Instruments 2,500 2,500 
Buildings and structures 

Maintenance and repairs 1,500 586 (914) 1,202 
Personnel services 7,175 6,37l (804) 3,115 
Special services 600 511 (89) 368 
Supplies and materials '?Jt150 1,663 (707) l,LtD 

Utilities 600 576 (24) 578 

Total 14,825 12,207 (2,618) 6,686 

(Continued) 
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CITY OF SANTA FE, TEXAS	 SCHEDULE 4 

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET 

ALL GOVERNMENTAL FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNIT 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED SEPTEMBER 30,2007 

PRIMARY GOVERNMENT: 

GENERAL FUND (Continued) 

Public Safety 
Special services 
Utilities 
PersolU1el services 
Supplies and materials 

Total 

Library 
Capital expenditures 

Furniture and office equipment 
Instruments 
Buildings and structures 
Machinery, tools and equipment 

Maintenance and repairs
 

Personnel services
 
Special services
 
Supplies and materials
 
Utilities
 
Compensated absences
 

Total 

Streets 
Capital expenditures 

Furniture and office equipment 
Buildings and structures 
Roller 
Machinery, tools and equipment 
Motor vehicles - other 
Motor vehicles - gradall 
Motor vehicles - dump trucks 
Motor vehicles - slope mower 
Street improvements 
Streets infrastructure - contributions 
Drainage infrastructure - contributions 
Capital outlay, capital lease 

Maintenance and repairs
 
Personnel services
 
Special services
 
Supplies and materials
 
Utilities
 
Compensated absences 

Total 

(Continued) 

September 30, 2008 
Final Budget Actual 

$ 56,954 
1,000 
2,000 
1,350 

61,304 

$ 53,284 
612 
404 
328 

54,628 

4,100 
123,312 

5,725 
18,546 
18,200 

171,318 

1,435 

3,381 
122,273 

4,953 
]6,444 
17,114 
(1,334) 

164,266 

1,435 

50,146 
18,985 
42,015 

132,000 

121,818 
72,950 

376,365 
3,700 

61,050 
37,800 

50,146 
17,472 
42,015 
78,227 

2,464,575 
1,833,661 

121,818 
35,814 

355,619 
2,909 

59,156 
34,861 

1,603 

916,829 5,097,876 

Variance ­
Over (Under) September 30, 2007 

Budget Actual 

(3,670) $ 53,808 
(388) 1,470 

(1,596) 
(1,022) 

(6,676) 55,278 

(719) 2,938 

(1,039) 116,050 
(772) 5,710 

(2,102) 14,817 

(1,086) 13,230 
(1,334) 3,509 

(7,052) 156,254 

10,000 
50,146 

(1,513) 17,472 

(53,773) 163,855 
2,464,575 
1,833,661 

48,220 
(37,136) 65,456 
(20,746) 347,400 

(791 ) 1,447 
(1,894) 48,809 
(2.939)	 14.441i 
1,603 (3,084) 

4,181,047 784,167 
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CITY OF SANTA FE, TEXAS SCHEDULE 4 

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET 

ALL GOVERNMENTAL FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNIT 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED SEPTEMBER 30, 2007 

Variance ­
September 30, 2008 Over (Under) September 30, 2007 

Final Budget Actual Budget Actual 

PRIMARY GOVERNMENT: 

GENERAL FUND (Continued) 

Parks 
Capital expenditures 

Buildings and structures $ 29,000 $ 20,757 $ (8,243) $ 63,315 

Parking lot improvements 16,530 (16,530) 
Tractors/mowers 

Maintenance and repairs 6,000 4,404 (1,596) 2,210 

Personnel services 42,675 40,460 (2,2 [5) 27,912 
Special services 4,760 2,[72 (2,588) 35 
Supplies and materials 26,300 25,709 (591) 48,986 
Utilities 1,720 [,681 (39) 279 
Compensated absences [,365 1,365 (682) 

Total 126,985 96,548 (30,437) 142,055 

Special Projects 
Special services 
Supplies and materials 

Total 

Community Center 
Capital expenditures 

Furniture and office equipment 
Buildings and structures 
Machinery, tools and equipment 5,157 5,157 

Maintenance and repairs 6,993 4,351 (2,642) 5,886 
Personnel services 2,574 2,8[7 243 2,574 
Special services 675 737 62 579 
Supplies and materials 1,500 1,441 (59) 3,727 
Utilities 10,426 9,653 (77.3) 11,0~3 

Total 27,325 24,156 (3, [69) • 23,839 

HOME Investment Partnerships Program 
Proj ect construction costs 
Other costs [,420 1,420 

Total 1,420 1,420 

(Continued) 
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CITY OF SA.I~TA FE, TEXAS SCHEDULE 4 

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET 

ALL GOVERNMENTAL FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNIT 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

WITH COMPARA TIVE ACTUAL AMOUNTS FOR THE YEAR ENDED SEPTEMBER 30, 2007 

Variance ­
September 30, 2008 

Final Budget Actual 
Over (Under) 

Budget 
September 30, 2007 

Actual 

PRIMARY GOVERNMENT: 

GENERAL FUND (Continued) 

Substance Abuse and Mental Health 
Services (SAMHSA); Drug Free 
Communities Support Program 

Personnel costs 
Fringe benefits 
Travel 
Supplies 
Consultants!Contracts 
Other 

Total 

$ 12,201 
435 

2,407 
4,200 

105,757 

125,000 

$ 9,303 
560 

2,708 
4,200 

154,627 

171,398 

$ (2,898) 
125 

301 

48,870 

46,398 

$ 21,128 
115 

1,642 
2,000 

145,919 

170,804 

TOTAL - GENERAL FUND 4,386,499 8,400,321 4,013,822 3,833,562 

SPECIAL REVENUE FUND 

Substance Abuse and Mental Health 
Services (SAMHSA); Drug Free 
Communities Support Program 

Personnel costs 
Fringe benefits 
Travel 
Supplies 
Consul tants!Contracts 
Equipment 
Other 

Total 

36,000 
3,935 
3,200 
3,040 

50,725 
2,680 

420 

100,000 

36,000 
3,935 
3,431 
3,739 

47,680 
3,745 
1,470 

100,000 

231 
699 

(3,045) 
1,065 
1,050 

22,000 
3,935 
3,031 
1,779 

68,956 

299 

100,000 

HOME InvestII!-ent Partnerships Program 
Administrative management services . 
Other costs 

'" 

Total 

Federal Emergency Management 
Public Assistance Grant (FEMA); 

Hurricane Ike 

Maintenance and repairs 
Personnel services 
Special services 
Supplies and materials 

Total 

63,017 
73,146 

880,120 
59:2 

1.016,875 

63,017 
73,146 

880,120 
592 

1.016.875 

(Continued) 
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CITY OF SANTA FE, TEXAS SCHEDULE 4 

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET 

ALL GOVERNMENTAL FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNIT 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED SEPTEMBER 30,2007 

Variance ­
September 30, 

Final Budget 
2008 
Actual 

Over (Under) 
. Budget 

September 30, 2007 
Actual 

PRIMARY GOVERNMENT: 

SPECIAL REVENUE FUND (Continued) 

Texas Community Development 
Block Grant (TxCDBG) Supplemental 
Fund Program 

Total 
.::.$-----­ =-$----­ .::.$------­ =-$-----­

Internet Crimes Agains Children Program 
Capital expenditures 

Furniture and office equipment 
Maintenance and repairs 
Personnel services 

Total 

6,145 
1,360 
\,995 

9,500 

6,145 
1,360 
\ ,995 

9,500 

Selective Traffic Enforcement 
Program (STEP) 

Personnel services 

Total 

21,000 

21,000 

10,310 

10,310 

(10,690) 

(10,690) 

TOTAL - SPECIAL REVENUE FUND 

Total Expenditures - Primary Government 
All Funds and Departments 

COMPONENT UNIT: 

GENERAL FUND 

Administration 
Capital expenditures 

Infrastructure improvements 
Personnel services 
Special services 
Supplies and materials 

Total 

Total Expenditures - Component Unit 
All Funds and Departments 

Total Expenditures - Reporting Entity 
All Funds and Departments $ 

130,500 

4,516,999 

493,833 
16,000 
9,300 

700 

519,833 

519,833 

5,036,832 $ 

1,136,685 

9,537,006 

213,833 
15,045 
23,886 

241 

253,005 

253,005 

9,790,Oll $ 

1,006,185 

5,020,007 

(280,000) 
(955) 

14,586 
(459) 

(266,828) 

(266,828) 

4,753,179 $ 

100,000 

3,933,562 

213,832 
\4,970 
7,469 

521 

236,792 

236,792 

4,170,354 
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P. O. Box 936 CAMS'ANO & CAMS'ANO, P.C., CPA'S 4230 Warpath 
Santa Fe. TX 77510-0936

Phone: 409-92S-2572 Fax: 409-92s-4320 Email: cambianocpas@aol.com 

Mary 1. Cambiano, CPA Members American Institute of Certified Public 
Accountants and Texas Society ofJohn N. Cambiano, CPA 

Certified Public Accountants 

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 Council 

City of Santa Fe 
Santa Fe, Texas 

We have audited the financial statements of the governmental actlvitles, each major fund and the 
aggregate remaining fund information of the City of Santa Fe, Texas, as of and for the year ended 
September 30, 2008, which collectively comprise the City's basic fmancial statements and have issued 
our report thereon dated September 10, 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. The financial statements of the City of Santa Fe Section 4B Economic Development 
Corporation were not audited in accordance with Government Auditing Standards. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the City's internal control over financial reporting 
as a basis for designing our audit procedures for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness ofthe 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 ,?r 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. 
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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 do not identify any deficiencies in 
internal control over financial reporting that we consider to be material weakness, as defined above. 

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 members of the City Council, 
management, federal awarding agencies, and pass-through entities, and is not intended to be and 
should not be used by anyone other than these specified parties. 

~(~CIk&hMr-. I? e, 
Cambiano & Cambiano, P.e. .-J 
Santa Fe, Texas 

September 10, 2009 

, .,.,~ 

: .. 
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P. O. Box 936CAMBIANO & CAMBIANO, P.C., CPA'S 4230 Warpath 
Santa Fe, TX 7751 CHJ936 

Phone: 409-925-2572 Fax: 409-925-4320 Email: cambianocpas@aol.com 

Members American Institute ofCertitied Public Mary 1. Cambiano, CPA 
Accountants and Texas Society ofJohn N, Cambiano, CPA 

Certified Public Accountants 

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
 

ACCORDANCE WITH OMB CIRCULAR A-B3
 

The Honorable Mayor and 
Members of the City Council 

City of Santa Fe 
Santa Fe, Texas 

Compliance 

We have audited the compliance of the City of Santa Fe, Texas with the types of compliance 
requirements described in the u.s. Office of Management and Budget (OMB) Circular A-133 
Compliance Supplement that are applicable to each of its major federal programs for the year ended 
September 30, 2008. The City's major federal programs are identified in the' summary of auditor's 
results section of the accompanying schedule of findings and questioned costs. Compliance with the 
requirements of laws, regulations, contracts and grants applicable to each of its major federal programs 
is the responsibility of the City's management. Our responsibility is to express an opinion on the 
City's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB 
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about 
whether noncompliance with the types of compliance requirements referred to above that could have a 
direct and material effect on a major federal program occurred. An audit includes examining, on a test 
basis, evidence about the City's compliance with those requirements and performing such other 
proc~dures as wecousidered necessar~ in the circumstances. We believe that our audit provides a 
reasonable basis for our opinion. Our audit does not provide a legal determination on the City's 
compliance with those requirements. 

In our opinion, the City of Santa Fe, Texas complied, in all material respects, with the requirements 
referred to above that are applicable to each of its major federal programs for the year ended 
September 30,2008. 

Internal Control Over Compliance 

The management of the City of Santa Fe, Texas is responsible tor establishing and maintaining 
effective internal control over compliance with requirements of laws, regulations, contracts and grants 
applicable to federal programs. In planning and performing our audit, we considered the City'S 
internal control over compliance with the requirements that could have a direct and material effect on a 

76 



major federal program in order to detennine our auditing procedures for the purpose of expressing our 
opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of 
the City's internal control over compliance. 

A control deficiency in an entity's internal control over compliance exists when the design or operation 
of a control does not allow management or employees, in the nonnal course of perfonning their 
assigned functions, to prevent or detect noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A Significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the entity's ability to administer a federal program such that 
there is more than a remote likelihood that noncompliance with a type of compliance requirement of a 
federal program that is more than inconsequential will not be prevented or detected by the entity's 
internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results 
in more than a remote likelihood that material noncompliance with a type of compliance requirement 
of a federal program wiD not be prevented or detected by the entity's internal control. 

Our consideration of internal control over compliance 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 compliance that we consider to be material weaknesses, as defined above. 

This report is intended solely for the infonnation and use of members of the City Council, 
management, federal awarding agencies, and pass-through entities, and is not intended to be and 
should not be used by anyone other than these specified parties. 

~/J9NtI'-<f'· ~~t. C, 
Cambiano & Cambiano, P.C. ~ 
Santa Fe, Texas 

September 10,2009 
. , 
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CITY OF SANTA FE, TEXAS 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED SEPTEMBER 30, 2008 

Federal GrantorlPass-through 
GrantorlProgram Title 

Federal 
CFDA 

Number 

Pass-through 
Entity Identifying 

Number 
Federal 

Expenditures 

United States Department of Health and 

Human Services; Passed Through Substance 
Abuse and Mental Health Services 
Administration; Drug Free Communities 
Support Program (SAMHSA) 93.276 5H79SPO 10816-04 $ 100,000 

United States Department of Housing and 

Urban Development; Passed Through 
Texas Department ofHousing and Community 
Affairs; HOME Investment Partnerships 
Program, Owner Occupied Housing Assistance 14.239 1000710 

United States Department of Housing and 

Urban Development; Passed Through 
Office of Rural Community Affairs (ORCA); 
Texas Community Development Block Grant 
Program, Community Development 
Supplemental Fund 14.228 728370 

Total United States Department of Housing 
and Urban Development 

United States Department of Homeland Security; 

Passed Through Texas Department of 
Public Safety; Emergency Management 
Public Assistance GrantIHurricane Ike (FEMA) 97.036 

167-65726-00 
FEMA-1791-DR-Hurricane Ike 1,016,875 

United States Department of Justice, Office 

of Juvenile Justice and Delinquency Prevention; 
Passed Through Office of Attorney General 
(OAG) - State ofTexas; Internet Crimes 

Against Children Program 16.543 0806281 9,5QO: • 

National Highway Traffic Safety Administration 

(NHTSA); Passed Through Texas Department 
of Transportation (TxDOT); Selective Traffic 
Enforcement program (STEP) Comprehensive 20.600 588EGF6104 10,310 

Total Expenditures of Federal Awards $ 1,136,685 

See Notes to Schedule of Expenditures of Federal Awards. 
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CITY OF SANTA FE, TEXAS 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED SEPTEMBER 30,2008 

NOTE I-BASIS OF PRESENTATION 

For all Federal programs the City uses Special Revenue Funds to account for resources restricted to, or designated for, 
specific purposes by a grantor. All Federal grant funds were accounted for in a Special Revenue Fund which is a 
Govenunental Fund Type. The modified accrual basis of accounting is used for the Govenunental Fund Types and the 
accompanying Schedule of Expenditures of Federal Awards. This basis of accounting recognizes revenues in the 
accounting period in which they become susceptible to accrual, i.e., both measurable and available, and expenditures 
in the accounting period in which the fund liability is incurred, if measurable. 

Federal grant funds are considered to be earned to the extent of expenses made under the provisions of the grant, and, 
accordingly, when such funds are received, they are recorded as deferred revenues until earned. Generally, unused 
balances are returned to the grantor at the close of specified project periods. 
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CITY OF SANTA FE, TEXAS 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED SEPTEMBER 30, 2008 

1.	 Summary of Auditor's Results
 

Financial Statements
 

1. Type of Auditor's Report issued: 

2.	 Internal control over fmancial reporting:
 

Material weakness(es) identified?
 

Significant deficiencies identified that are not considered 

to be material wealmesses? 

3. Noncompliance material to the fmancial statements noted? 

Federal Awards 

4.	 Internal control over major programs:
 

Material weakness(es) identified?
 

Significant deficiencies identified that are not considered 

to be material weaknesses? 

5. Type of Auditor's Report issued on compliance for major programs: 

6.	 Any audit fmdings disclosed that are required to be reported in 

accordance with Section 5l0(a) of Circular A-133? 

7.	 Identification of major programs:
 

CFDA Number Name of Federal Program
 

97.036	 United States Department of 

Homeland Security; Emergency 

Management Public Assistance 

GrantlHurricane Ike (FEMA) 

8.	 Dollar threshold used to distinguish between type A 

and type B programs: 

9.	 Auditee qualified as low-risk auditee? 

n.	 Financial Statement Findings
 

None Reported.
 

III.	 Federal Award Findings and Questioned Costs 

The audit disclosed no fmdings or questioned costs 

required to be reported. 

IV.	 Status of Prior Year Findings and Questioned Costs 

Finding # Corrective Action Taken
 

None Reported.
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Unqualified 

Yes X No 

Yes X None Reported 

Yes	 X No 

Yes X No 

Yes ~ None Reported 

Unqualified 

Yes X No 

$300,000 

-'.. 'Yes· X No .•. 



CITY OF SANTA FE, TEXAS 

CORRECTIVE ACTION PLAN
 

FOR THE YEAR ENDED SEPTEMBER 30, 2008
 

Corrective Action Plan 

Not Applicable 

.~ .. ~.. ~.-.':':-. ~ 
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