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February 10, 2005 

 
 
 
 

The Honorable Mayor and Members of the City Council 
City of Tyler 
Tyler, Texas 
 
 
The Finance Department and the City Manager’s office are pleased to submit the Comprehensive Annual Financial 
Report for the City of Tyler, Texas (City) for the fiscal year ended September 30, 2004. 
 
This report is published to provide the City Council, City staff, our citizens, our bondholders, and other interested 
parties with detailed information concerning the financial condition and activities of the City government.  
Responsibility for both the accuracy of the presented data and the completeness and fairness of the presentation, 
including all disclosures, rests with the City. 
 
To the best of our knowledge and belief, the enclosed data is accurate in all material respects and is organized in a 
manner designed to fairly present the financial position and results of the City as measured by the financial activity 
of its various funds and account groups.  We also believe that all disclosures necessary to enable the reader to gain 
the maximum understanding of the City’s financial affairs have been included. 
 

THE REPORT 
 

This report is presented in three sections:  Introductory, Financial and Statistical.  The introductory section includes 
this transmittal letter, a listing of the City Officials and an organizational chart of the City.  The financial section 
includes a Management and Discussion Analysis (MD&A), basic financial statements and combining and individual 
fund statements and schedules, as well as the independent auditors’ report on the basic financial statements.  The 
MD&A is a narrative introduction, overview, and analysis to accompany the basic financial statements.  This letter 
of transmittal is designed to complement the MD&A and should be read in conjunction with it.  The City of Tyler’s 
MD&A can be found immediately following the report of the independent auditors.  The statistical section includes 
financial and demographic information, usually presented on a multi-year basis that is relevant to a financial 
statement reader.   
 
The Financial Section described above is prepared in accordance with generally accepted accounting principles for 
governments as prescribed by the Governmental Accounting Standards Board (GASB) and other professional 
associations, as applicable. 
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CITY PROFILE  
 

Location 
 
The City of Tyler, Texas, the county seat of Smith County, is an important East Texas commercial and industrial 
center located on U.S. Highway 69 just south of Interstate 20.  The City is equal distance (approximately 100 miles) 
between the cities of Dallas, Texas and Shreveport, Louisiana.  The City, encompassing approximately 52 square 
miles, had a 2000 census population of 83,650, which is a 9.2% increase from the 1990 census population of 76,440.  
Currently, the City’s population is estimated to be 101,106.  The City is commonly referred to as the City of Roses. 
 
The City is a home rule city operating under the Council-Manager form of government.  The City Council is 
comprised of the Mayor and six Council members, who enact local laws, determine policies and adopt the annual 
budget.  The City Manager is appointed by the City Council and is responsible for the daily management of the City.  
The Basic Financial Statements of the City include all government activities, organizations and functions for which 
the City is financially accountable as defined by the GASB.  Based on these criteria no other governmental 
organizations are included in this report. 
 
Services Provided 
 
The City provides to its citizens those services that have proven to be necessary and meaningful and which the City 
at the least cost can provide.  Major services provided under general government and enterprise functions are:  
police and fire protection, water and sewer services, sanitation services, park and recreational facilities, library 
services, street improvements and general administrative services.  The City also offers an airport and a convention 
center.  Internal services of the City, accounted for on a cost reimbursement basis, are the fleet services operations; 
technology services; property and facility management services; productivity pool; risk management services and 
the employee health and disability coverage. 
 
Accounting System and Budgetary Control 
 
The City’s accounting records for general governmental operations are maintained on a modified accrual basis, with 
the revenues being recorded when available and measurable and expenditures being recorded when the services or 
goods are received and the liabilities are incurred.  Accounting records for the City’s utilities and other proprietary 
activities are maintained on the accrual basis. 
 
In developing and maintaining the City’s accounting system, consideration is given to the adequacy of the internal 
control structure.  Internal accounting controls are designed to provide reasonable, but not absolute, assurance 
regarding:  (1) the safeguarding of assets against loss from unauthorized use or disposition; and (2) the reliability of 
financial records for preparing financial statements and maintaining accountability for assets.  The concept of 
reasonable assurance recognizes that:  (1) the cost of a control should not exceed the benefits likely to be derived; 
and (2) the evaluation of costs and benefits requires estimates and judgments by management. 
 
All internal control evaluations occur within the above framework.  We believe that the City’s internal accounting 
controls adequately safeguard assets and provide reasonable assurance of proper recording of financial transactions.  
To further ensure the validity of internal controls, the City has budgeted for and hired an Internal Auditor in Fiscal 
Year 2004-2005. 
 
The City charter provides that the City Council shall adopt the annual budget prepared by City Management.  This 
budget is reviewed by the City Council and is formally adopted by the passage of a budget ordinance.  The City 
Manager is authorized to transfer budgeted amounts between line items and departments within any fund; however, 
any revisions that alter the total revenues or expenditures of any fund must be approved by the City Council. 
 
Budgetary control has been established at the individual fund level.  Financial reports are produced showing budget 
and actual expenditures by line item, and are distributed monthly to City departmental and divisional management 
and to others upon request. 
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Individual line items are reviewed and analyzed for budgetary compliance.  Personnel expenditures are monitored 
and controlled at a position level and capital expenditures (items over $3,000 and having a useful life of three or 
more years) are monitored and controlled item by item.  Revenue budgets are reviewed monthly. 

 
ECONOMIC OUTLOOK AND FINANCIAL CONDITION 

 
The information presented in the financial statements is perhaps best understood when it is considered from the 
broader perspective of the specific environment within which the City operates. 
 
Tyler has a diversified industrial base with over 250 manufacturers, distributors, and processors.  The chief 
industries in and around Tyler include: growing and shipping rose bushes; oil production and refining; canning; 
railroad headquarters; manufacturing cast iron fittings, soil pipe and air conditioning units; prefabricated homes; 
tires; plastics; fertilizers; brick; tile and fishing lures.  This diversification is evident in the fact that no single 
taxpayer represents more than 2.5% of assessed valuation in the City. 
 
Three institutions of higher education are located here.  They are The University of Texas at Tyler, Tyler Junior 
College, and Texas College.   
 
Tyler is also the medical center of East Texas with six hospitals and clinics.  Including nursing homes and retirement 
centers, there are more than 2,000 beds available in health care facilities.  There are more than 350 medical doctors 
and 95 dentists. 
 
The area became involved in the oil and gas industry in 1931 when the East Texas oil field was discovered.  The 
City still has several oil-related service and manufacturing companies located within the City limits. 
 
Tyler has many tourist attractions.  The Tyler Rose Festival attracts some 150,000 visitors annually.  The azalea 
trails in the spring attract additional tourist income.  Lake Tyler and Lake Tyler East, located twelve miles southeast 
of the City, are popular recreational and fishing sites.  Lake Tyler has been chosen for the 2005 HGTV “Dream 
Home” site.   
  
The City actively works with the Tyler Economic Development Corporation and local industries to encourage 
expansions and relations to our community.  Land is available for development and the area has an abundant water 
supply.  Incentives are also available to facilitate business expansions or relocations. 
 
The outlook is encouraging with industrial, commercial, and residential development expected to continue.  The 
potential for sustained development is present, and many people are working to promote positive economic growth. 
 
Economic Signs… 
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Cash Management 
 
The City awards its depository contract through official bidding procedures for a three-year period with an option to 
extend the contract for an additional two years.  The current depository contract with Bank of America expires 
December 31, 2006.  During this fiscal year, the City completed an RFP process.  As a result of this process, the 
depository contract was awarded to Bank of America for a three-year term. 
 
The City has a services-only contract, where a minimum amount of cash is held in interest bearing checking 
accounts to meet the City’s operational needs. 
 
The remaining idle cash is invested by City officials in securities as allowed by Texas Statutes and by the City’s 
investment policy.  
 
The average balance of the City’s investment portfolio for fiscal year 2004 was approximately $64,235,513.  The 
overall portfolio provided $796,163 in investment income, which represents interest revenue net of realized and 
unrealized gains and losses and investment expenses. 
 
It is the City’s policy that all demand deposits and time deposits are secured by pledged collateral with a market 
value equal to no less than 100% of the deposits less an amount insured by the FDIC.  The Finance Department and 
a third party financial institution maintains evidence of the pledged collateral.  Collateral is reviewed monthly to 
assure the market value of the securities pledged equals or exceeds the related bank balances. 
 
All safekeeping arrangements are in accordance with a safekeeping agreement approved by the City Manager that 
clearly defines the procedural steps for gaining access to pledge collateral on deposits should the City of Tyler 
determine that the City’s funds are in jeopardy.  The safekeeping institution, or Custodian, is the Federal Reserve 
Bank or an institution not affiliated with the firm pledging the collateral.  The safekeeping agreement is a three-party 
contract between the City, the depository bank and the Federal Reserve Bank as Custodian.  Other investments are 
safe-kept by the City’s depository bank, currently Bank of America. 
 
All investments transacted by the City are purchased using the delivery versus payment method.  That is, funds are 
not wired or paid until verification has been made that the Custodian has received the correct security.  The security 
is held in the name of the City or held on behalf of the City.  The Custodian’s records must assure the notation of the 
City’s ownership or explicit claim on the securities.  The original copy of all safekeeping statements is delivered to 
the City. 
 
All collateral is subject to inspection and audit by the Chief Financial Officer and the City’s independent auditors. 
 
Risk Management 
 
Property and Liability Plans 
 
The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and 
omissions and natural disasters.  A comprehensive Self-Insurance plan for property and casualty, airport liability, 
and general liability coverage has been established.  Third-party administrators handle property and casualty claims 
review and processing.  The administrators also coordinate excess coverage claims with insurance companies that 
provide individual stop-loss for property claims at $25,000, aggregate stop-loss at $975,000, and individual stop-loss 
for liability claims at $50,000, aggregate stop-loss at $3,000,000, and individual stop-loss and an aggregate stop-loss 
on airport liability claims of $5,000,000.  All claims and maximums are calculated for a plan year ending each 
September 30.  The amount of settlements has not exceeded insurance coverage for the last three fiscal years. 
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Worker’s Compensation Plan 
 
The City is exposed to risk of loss due to injuries incurred by employees while performing work-related duties.  The 
City has established and maintains a comprehensive self-insurance worker’s compensation plan.  Third party 
administrators also co-ordinate excess coverage claims with insurance companies that provide individual stop-loss 
for worker’s compensation claims at $300,000 and aggregate protection at $1,000,000.  The city tracks worker’s 
compensation premiums and claim payments in the Employee Benefits Fund. 
 
Health, Dental, and Life Plans 
 
The City implemented a self-insured health plan for employees, their dependents and retirees under the age of 65.  
The employees can choose between two (2) PPO Plans.  The employee pays a portion of the insurance premiums 
and the City pays the remainder.  The City maintains an Employee Benefit Fund to track premiums and claim 
payments.  The City has retained an insurance policy for specific and aggregate stop-loss coverage.  There is an 
individual stop-loss of $100,000 per illness.  A Medicare Risk Plan is also in place for retirees and dependents over 
the age of 65.  A third-party administrator administers health claims and payments. 
 
The Dental Plan is also self-insured with a portion of the premiums paid by employees and retirees.  Employees and 
retirees may elect to provide dental coverage for their dependents and are required to pay a portion of these 
premiums as well.  A third-party administrator administers dental Plan claims. 
 
The City’s Employee Benefit Fund pays the premium on an insured life insurance plan for which coverage amounts 
are:  $10,000 for full time active employees and $5,000 for eligible retirees.  Active employees may insure 
dependents or take additional or optional life insurance by paying the additional coverage premiums. 
 

INDEPENDENT AUDIT 
 

The City Charter requires an annual audit by independent certified public accountants.  The accounting firm of 
Gollob, Morgan, Peddy & Co., P.C. was selected by the City’s audit committee to perform the fiscal 2004 audit.  In 
addition to meeting City Charter requirements, the audit also was designed to meet the requirements of the Federal 
Single Audit Act of 1996 and related OMB Circular A-133.  The auditors’ report on the general purpose financial 
statements and combining and individual fund and account group is in the financial section. 
 

CERTIFICATE OF ACHIEVEMENT 
 

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in 
Financial Reporting to the City of Tyler, Texas for its comprehensive annual financial report for the fiscal year 
ended September 30, 2003. 
 
In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and 
efficiently organized comprehensive annual financial report whose contents conform to program standards.  Such 
reports must satisfy both generally accepted accounting principles and applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  We believe our current report continues to 
conform to Certificate of Achievement Program requirements, and we are submitting it to GFOA to determine its 
eligibility for another certificate. 
 

ACKNOWLEDGMENTS 
 

The preparation of this report on a timely basis could not be accomplished without the efficient and dedicated 
services of the entire staff of all City Departments.  We would like to express our appreciation to all members of the 
City’s staff who assisted and contributed to its preparation.  We would also like to thank the mayor and city council 
members for their interest and support in planning and conducting the financial operations of the City in a 
responsible and progressive manner. 
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Respectfully submitted, 
 
 
 
________________________ 
Bob Turner 
City Manager 
 
 
 
________________________ 
Daniel Crawford 
Chief Financial Officer 
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INDEPENDENT AUDITORS' REPORT 
 
 
To the Honorable City Council and Audit Committee 
City of Tyler, Texas 
 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Tyler, Texas as of and 
for the year ended September 30, 2004, which collectively comprise the City’s basic financial statements as 
listed in the table of contents.  These financial statements are the responsibility of the City of Tyler, Texas’ 
management. Our responsibility is to express an opinion on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement.  An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  
An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation.  We believe that our audit provides a 
reasonable basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate 
remaining fund information of the City of Tyler, Texas as of September 30, 2004, and the respective changes in 
financial position and cash flows, where applicable, thereof for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 

 
In accordance with Government Auditing Standards, we have also issued our report dated February 10, 2005 on 
our consideration of the City of Tyler's internal control over financial reporting and our tests of its compliance 
with certain provisions of laws, regulations, contracts and grants.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this 
report in considering the results of our audit. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City of Tyler, Texas’ basic financial statements.  The combining and individual non-major fund 
financial statements and the accompanying schedules of expenditures of federal and state awards are presented 
for purposes of additional analysis as required by U. S. Office of Management and Budget Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations, and are not a required part of the basic 
financial statements.  Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic 
financial statements taken as a whole. The introductory section and statistical tables have not been subjected to 
the auditing procedures applied in the audit of the basic financial statements and, accordingly, we express no 
opinion on them. 
 



The management’s discussion and analysis is not a required part of the basic financial statements but is 
supplementary information required by accounting principles generally accepted in the United States of 
America.  We have applied certain limited procedures, which consisted principally of inquiries of management 
regarding the methods of measurement and presentation of the supplementary information.  However, we did 
not audit the information and express no opinion on it. 
 
 
 
 
Certified Public Accountants 
 
Tyler, Texas 
February 10, 2005 
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CITY OF TYLER, TEXAS 
Management’s Discussion and Analysis 
For Year Ended September 30, 2004 
(Unaudited) 

 
As management of the City of Tyler, we offer readers of the City’s financial statement this narrative overview and 
analysis of the financial activities for the fiscal year ended September 30, 2004.  We encourage readers to consider the 
information presented here in conjunction with additional information that we have furnished in our letter of transmittal, 
which can be found on pages  i-vi of this report.   

 
FINANCIAL HIGHLIGHTS 

 
• The assets of the City of Tyler exceeded its liabilities at the close of the most recent fiscal year by 

$408,233,936 (Net assets).  Of this amount, $44,709,981 (unrestricted net assets) may be used to meet 
the government’s ongoing obligations to citizens and creditors in accordance with the City’s fund 
designation and fiscal policies. 

 
• The City’s total net assets increased by $6,815,129. 

 
• As of the close of the current fiscal year, the City of Tyler’s governmental funds reported combined 

ending fund balances of $27,693,713.  ($9,914,575 is unreserved and available for use within the 
City’s fund designation and fiscal policies.) 

 
• At the end of the current fiscal year, unreserved fund balance for the general fund was $7,266,322 or 

16.5% of the total general fund expenditures. 
 

• The City’s revenue bond payable decreased $2,085,000.  The City’s general obligation bond payable 
decreased $880,000.  

 
OVERVIEW OF THE FINANCIAL STATEMENTS 

 
This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements.  The City’s 
basic financial statements are comprised of three components: 1) government-wide financial statements, 2) fund 
financial statements and 3) notes to the financial statements.  This report also contains other supplementary information 
in addition to the basic financial statements themselves. 
 
Government-wide financial statements - The government-wide financial statements are designed to provide readers 
with a broad overview of the City’s finances, in a manner similar to a private-sector business. 
 
The Statement of Net Assets presents information on all of the City’s assets and liabilities, with the difference between 
the two reported as net assets.  Over time, increases or decreases in net assets may serve as a useful indicator of whether 
the financial position of the City is improving or deteriorating. 
 
The Statement of Activities presents information showing how the City’s net assets changed during the fiscal year.  All 
changes in net assets are reported when the underlying event giving rise to the change occurs, regardless of the timing of 
related cash flows.  Thus, revenues and expenses are reported in this statement for some items that will only result in 
cash flows in the future fiscal periods (e.g., uncollected taxes and earned but unused compensated absences). 

 
Both of the government-wide financial statements distinguish between functions of the City that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from functions that are intended to recover 
all or a significant portion of their costs through user fees and charges (business-type activities).  The governmental 
activities of the City include general government, public safety, highways and streets, public services and culture and 
recreation.  The business-type activities of the City include Water and Sewer, Airport and Sanitation operations.  The 
government-wide financial statements can be found on page 14-15 of this report. 
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Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives.  The City, like other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related legal requirements.  All of the funds of the City 
can be divided into two categories-governmental funds and proprietary funds. 

 
Governmental Funds - Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements.  However, unlike the government-wide financial 
statements, governmental fund financial statements focus on current sources and uses of spendable resources, as well as 
on balances of spendable resources available at the end of the fiscal year.  Such information may be useful in evaluating 
a government’s near-term financing requirements. 

 
Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful 
to compare the information presented for governmental funds with similar information presented for governmental 
activities in the government-wide financial statements.  By doing so, readers may better understand the long-term impact 
of the government’s near-term financing decisions.  Both the governmental funds balance sheet and the governmental 
fund statements of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this 
comparison between governmental funds and governmental activities.   

 
The City maintains 16 governmental funds.  Information is presented separately in the Governmental Fund Balance 
Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balances for the 
General and the Capital Projects Fund, both of which are considered to be major funds.  Data from the other 14 funds are 
combined into a single, aggregated presentation.  Individual fund data for each of these non-major governmental funds is 
provided in the form of combining statements elsewhere in this report.  The basic governmental funds financial 
statements can be found on pages 16-18. 

 
Proprietary Funds - The City maintains two types of proprietary funds.  Enterprise funds are used to report the same 
functions presented as business-type activities in the government-wide financial statements.  The City uses enterprise 
funds to account for its water and sewer, airport and sanitation operations.  Internal service funds are an accounting 
device used to accumulate and allocate costs internally among the City’s various functions.  The City uses its internal 
service funds to account for its fleet services; risk management; technology; property and facility management; 
productivity and employee health and disability programs.  Because these services predominantly benefit governmental 
rather than business-type functions, they have been included within governmental activities in the government-wide 
financial statements.   
 
Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.  
The proprietary fund financial statements provide separate information for the Water and Sewer, Airport and Sanitation 
funds since they are considered to be major funds of the City.  All internal service funds are combined into a single 
aggregated presentation in the proprietary fund financial statements.  Individual fund data for the internal service funds is 
provided in the form of combining statements elsewhere in this report.  The basic proprietary fund financial statements 
can be found on pages 22-25 of this report. 
 
Fiduciary Funds - Fiduciary funds are used to account for resources held for the benefit of parties outside the 
government.  Fiduciary funds are not reflected in the government-wide financial statement because the resources of those 
funds are not available to support the City of Tyler’s own programs.  The accounting used for fiduciary funds is much 
like that used for proprietary funds.  The basic fiduciary funds financial statements can be found on pages 26-27 of this 
report. 
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Notes to the Financial Statements - The notes provide additional information that is essential to a full understanding of 
the data provided in the government-wide and fund financial statements.  The notes to the financial statements can be 
found on pages 28-50. 

 
Other Information - In addition to the basic financial statements and accompanying notes, this report also presents 
certain required supplementary information concerning the City’s progress in funding its obligation to provide pension 
benefits to its employees.  Required supplementary information can be found on pages 52-53 of this report. 

 
The combining statements referred to earlier in connection with non-major governmental funds and internal service 
funds are presented following the required supplementary information on pensions.  Combining and individual 
statements and schedules can be found on pages 57-62 of this report. 

 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 
As noted earlier, net assets may serve over time as a useful indicator of government’s financial position.  In the case of 
the City of Tyler, assets exceeded liabilities by $408,233,936 as of September 30, 2004. 

 
The largest portion of the City’s net assets, 83%, ($338,880,194), reflects its investments in capital assets (e.g., land, 
building, equipment, improvements, construction in progress and infrastructure), less any debt used to acquire those 
assets that is still outstanding.  The City uses these capital assets to provide service to citizens; consequently these assets 
are not available for future spending.  Although the City’s investment in its capital assets is reported net of related debt, 
it should be noted that the resources needed to repay this debt must be provided from other sources, since the capital 
assets themselves cannot be used to liquidate these liabilities. 

 
CITY OF TYLER’S NET ASSETS 

       

                       Governmental Activities Business-Type Activities Total 
 2004 2003 2004 2003 2004 2003 

Current and other assets $   47,404,539 $   37,718,949 $   36,569,312  $   49,482,837 $   83,973,851  $   87,201,786
Capital Assets 217,703,768    220,491,829 187,262,177    176,270,627 404,965,945    396,762,456 
   Total Assets 265,108,307    258,210,778 223,831,489     225,753,464 488,939,796     483,964,242
   

Long-term liabilities 11,533,907      11,591,075 61,121,897      61,051,934 72,655,804      72,643,009 
Other liabilities 5,837,470        5,191,980 2,212,586        4,710,446 8,050,056 9,902,426
  Total Liabilities 17,371,377       16,783,055 63,334,483      65,762,380 80,705,860       82,545,435
  
Net Assets:  
  Invested in capital assets,  

  Net of related debt 211,924,238    213,663,400 126,955,956    113,796,393 338,880,194    327,459,793 
  Restricted 17,722,137      13,940,300 6,921,624        9,809,624 24,643,761      23,752,924 
  Unrestricted 18,090,555       13,824,023 26,619,426       36,385,067 44,709,981       50,209,090
  Total Net Assets $ 247,736,930  $ 241,427,723 $ 160,497,006  $ 159,991,084 $ 408,233,936  $ 401,418,807

 
 

An additional portion of the City’s net assets 6 %, ($24,643,761), represents resources that are subject to external 
restriction on how they may be used.  The remaining balance of unrestricted net assets $44,709,981 may be used to meet 
the government’s ongoing obligations to citizens and creditors. 
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As of September 30, 2004, the City is able to report positive balances in all three categories of net assets, both for the 
government as a whole, as well as for its separate governmental and business-type activities.  The same situation held 
true for the prior fiscal year. 
 
Analysis of the City’s Operations - Overall the City had an increase in net assets of $6,815,129. 

 
Governmental Activities:  Governmental activities increased the net assets by $6,309,207.  Net assets invested in capital 
assets, net of related debt decreased by $(1,739,162) due to depreciation totaling more than new additions.  Restricted net 
assets increased by $3,781,837 primarily due to increase in money restricted for capital projects.  Unrestricted net assets 
increased by $4,266,532 due to increased revenue collections and a decrease in capital spending.   

 
Total revenues for the governmental activities increased from the previous year by $6,866,209.  General revenue had an 
increase of $1,946,154, which was due to an increase in sales tax and property tax.  Program revenues had an increase of 
$4,920,055, which was primarily due to an increase in operating grants and contributions and an increase in charges for 
services.   
 

Expenses and Program Revenues - 
Governmental Activities (In Millions)
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Business-type Activities:  Net Assets from business-type activities increased by $505,922.  This increase was primarily 
due to the completion of capital projects funded through revenue bond issuance. 

 

Expenses and Program Revenues - Business-
type Activities (In Millions)
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The following table provides a summary of the City’s operations for the year ended September 30, 2004 with 
comparative totals for the year ended September 30, 2003.  
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CITY OF TYLER’S CHANGES IN NET ASSETS 

       

                                                         Governmental Activities  Business-Type Activities Total 

 2004 2003 2004 2003 2004 2003 

Revenues:       

Program Revenues:       

 Charges for services $13,719,416 $10,795,347 $30,507,188 $27,958,922 $44,226,604 $37,114,137 

 Operating grants and contributions 9,652,510 7,919,370 -                      - 9,652,510        7,919,370 

 Capital grants and contributions 702,594 439,748 227,805           146,808 930,399           586,556 

General revenues:   

 Property taxes 11,260,696 10,904,265 -                      - 11,260,696      10,904,265 

 Franchise taxes 8,361,246 8,432,209 -                      - 8,361,246         8,432,209 

 Sales and use taxes 28,398,933 26,475,006 -                      - 28,398,933      26,475,006 
 Investment earnings and use of money and     
property 544,607 835,144 396,603        1,244,536 1,749,594        3,719,812 

 Gain on sale of assets 182,141 154,845 (553,731)
 

193,124 (371,590)           347,969 

Total revenues $72,822,143 $65,955,934 $30,577,865 $29,543,390 $103,400,008 $95,499,324
 

Expenses:   

  General government 7,178,812  7,810,926            -            - 7,178,812 7,810,926 

  Public safety 27,952,461 27,206,911 -                - 27,952,461      27,206,911 

  Streets 11,450,585 8,883,528 -                      - 11,450,585        8,883,528 

  Public Services 14,644,612 15,504,438 -                - 14,644,612      15,504,438 

  Culture and Recreation 4,842,201 5,832,406 -                      - 4,842,201        5,832,406 

  Interest on long-term debt 335,321 506,102 -                      - 335,321           506,102 

  Water and Sewer -                        - 21,249,718      16,916,663 21,249,718      16,916,663 

  Sanitation -                        - 7,190,230        8,008,148 7,190,230        8,008,148 

  Airport -                        - 1,740,939         1,871,953 1,740,939        1,871,953 

Total Expenses $66,403,992 $65,744,311 $30,180,887 $26,796,764 $96,584,879 $92,541,075

  Increases in net assets   

  Before Transfers  6,418,151 211,623 396,978        2,746,626 6,815,129        2,958,249 

  Transfers (108,944)       (1,067,280) 108,944        1,067,280 -                        -

Change in net assets 6,309,207          (855,657) 505,922        3,813,906 6,815,129        2,958,249 

Net assets – October 1 $241,427,723 $242,283,380 $159,991,084 $156,177,178 $401,418,807 $398,460,558

Net assets – September 30 $247,736,930 $241,427,723 $160,497,006 $ 159,991,084 $408,233,936 $ 401,418,807 
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS 

 
Governmental funds - The focus of the City of Tyler’s governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources.  Such information is useful in assessing the City’s financing 
requirements.  In particular, unreserved fund balance may serve as a useful measure of a government’s net resources 
available for spending at the end of the fiscal year. 

 
At the end of the current fiscal year, the City of Tyler’s governmental funds reported combined ending fund balances of 
$27,693,713.  Approximately 35% of this total amount ($9,914,575) constitutes unreserved fund balance.  The remainder 
of the fund balance is reserved to indicate that it is not available for new spending because it has already been committed 
1) to pay for capital projects ($12,418,065), 2) to pay for debt service ($2,519,455), 3) to pay for the perpetual care of 
city cemeteries ($1,979,675) and 4) to pay for other miscellaneous reservations ($861,943). 

 
In the general fund, the City budgeted for a decrease in the fund balance on a budget basis of $3,092,951, which was 
partly due to capital expenditures.  This was a planned reduction of excess fund balance to fund “pay as you go” capital 
projects.  Due to actual revenues being more than budgeted and actual expenses being less than budgeted, the actual fund 
balance increase for fiscal year 2004 was $1,159,819.  Capital projects fund balance increased in 2004 by $3,570,835, 
from $8,847,230 to $12,418,065 primarily due to an increase in sales tax revenue as well as continuing several multi-
year construction projects.  Other governmental fund balances increased in 2004 by $1,597,996, primarily due to an 
increase in revenue from debt related property taxes and from grant contributions and a decrease in debt service 
payments due to the retirement of all but one general obligation issues in the prior year. 

 
Proprietary funds – The City’s proprietary fund statements provide the same type of information found in the 
government-wide financial statements, but in more detail.   
 
Unrestricted net assets of the respective proprietary funds are Water and Sewer- $21,429,066, Airport- $320,707 and 
Sanitation- $5,378,595.  Two funds had a net assets decrease in 2004 as follows:  Water and Sewer- $(555,605) and 
Airport- $(211,325).  One fund had a net assets increase in 2004 as follows: Sanitation- $1,041,677. 

 
General Fund Budgetary Highlights – The City made revisions to the original appropriations approved by the City 
Council.  Overall these changes resulted in an increase of budgeted expenditures from the original budget of $391,164.  
The majority of increase was due to projects not being completed in prior year as planned.   
 
The City had budgeted for little or no increase in most revenue categories from the prior year collections based on 
economic conditions.  However, actual revenues exceeded the budgeted amount by $4,780,427. 

 
CAPITAL ASSETS 

 
The City of Tyler’s investment in capital assets for its governmental and business-type activities as of September 30, 
2004 amounts to $404,965,945, (net of accumulated depreciation).  This investment in capital assets includes land, 
building, equipment, improvements, infrastructure and construction in progress.  The total increase in capital assets for 
the current fiscal year was $8,203,487 or 2 %. 
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Major capital asset events during the current fiscal year included the following: 

• $3,173,319 has been completed on a police station expansion. 
• $3,822,259 has been completed on highways and streets projects. 
• $737,161 has been completed on culture and recreation improvements. 
• $192,133 has been completed on public transit projects. 
• $7,153,025 has been completed on the water meter replacement project. 

 
Capital Assets at Year-end 

          Net of Accumulated Depreciation 

      

 Governmental Activities Business-Type Activities Total 

 2004 2003 2004 2003 2004 2003 

       

Land $     5,310,881 $    5,309,001 $    5,644,303 $    5,627,226  $   10,955,184  $   10,936,227 

Building 16,489,719       16,738,623     35,995,529       34,120,951  52,485,248       50,859,574 

Improvements 66,843,083       69,422,972   142,475,209     123,819,071  209,318,292     193,242,043 

Machinery & Equipment 13,189,364       13,425,289       2,970,127        3,074,427  16,159,491       16,499,716 

Infrastructure 103,563,969     108,308,341 - - 103,563,969     108,308,341 

Construction in Progress   12,306,753         7,287,603         177,009       9,628,952  12,483,762       16,916,555 

Total $217,703,768 $220,491,829 $187,262,177 $176,270,627  $404,965,945  $396,762,456 
          
 
 
Additional information on the City of Tyler’s capital assets can be found in note 4 on pages 39-40 of this report. 

 
DEBT ADMINISTRATION 

 
At the end of the current fiscal year, the City of Tyler had a total bonded debt of $66,290,000.  Of this amount, 
$6,300,000 comprises bonded debt backed by the full faith and credit of the government and $59,990,000 represents 
bonds secured solely by water and sewer revenues.   
  

Outstanding Debt at Year End 

Bonds and Notes Payable 

      

Governmental Activities Business-Type Activities Total 

 2004 2003 2004 2003 2004 2003 

       

General Obligations $      6,300,000  $      7,180,000 $                 -  $                  -    $    6,300,000  $     7,180,000 

Revenue Bonds Payable                      -                       -       59,990,000       62,075,000      59,990,000       62,075,000 

Total                             $      6,300,000  $      7,180,000 $  59,990,000  $   62,075,000  $  66,290,000  $   69,255,000 

                                          
  
 
 
 



 11

CITY OF TYLER, TEXAS 
Management’s Discussion and Analysis 
For Year Ended September 30, 2004 
(Unaudited) 

 
During the fiscal year, the City’s total debt decreased by $2,965,000 or 4 %.  The decrease was primarily due to the 
following: 
 

• Annual debt principal payments made August 15 and August 31 for the general obligation 
debt and water and sewer debt respectively.   
 
 

The City’s General Obligation and Water Works and Sewer system Revenue Bond ratings are listed below. 
 
                              Moody’s           Standard 
                                      Investors Service              & Poor’s 
 
General Obligation Bonds                   Aa                                 AA 
Revenue Bonds                                    Aa                                 AA 
 

Several of the City’s Bonds are insured thus holding a Triple A credit rating from both Moody’s and Standard & Poor’s. 
 
State statutes limit the amount of general obligation debt a governmental entity may issue to 10 percent of its total 
assessed valuation.  The current debt limitation for the City of Tyler is $444,390,496, which is significantly in excess of 
the City of Tyler’s outstanding general obligation debt. 

 
Additional information on the City of Tyler’s long term-debt can be found in footnote 4 on pages 41-43 of this report. 

 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 

 
In the fiscal year 2004-05 Budget, General fund revenues and transfers in are budgeted to increase by approximately 6 % 
from the 2003-04 budget year with sales taxes making up about 42 % of general fund budgeted revenues and transfers in.  
Total taxable value increased about 7 % over the preceding year.  The City has one of the lowest unemployment rates 
that has consistently fallen around 1 % below the state average.  The City’s budgets for all funds has seen a slow down in 
economic growth for the last 2-3 years, but in the current and coming years growth appears to be stronger. Sales tax 
receipts increased during the 2003-04 fiscal year, and appear to continue to show signs of increase during the 2004-05 
fiscal year.  This revenue source is the most volatile and subject to decline if the economic upswing reverses or slows.  
An increase in interest income could also be a factor during this budget year based upon the Federal Reserve’s decision 
to slowly raise rates from the lower rates seen in recent years.  State and federal funding appears to be decreasing 
potentially due to the national economic condition restricting appropriations at all levels.  In response to the decreases in 
other sources of operating revenue, the city has chosen to keep the overall tax rate at .248855 versus lowering to the 
effective tax rate.  This rate is still the lowest of Texas cities with similar population rates. 

 
As a result of the potential impact in revenue, the City has made a concerted effort to limit appropriations to only those 
items truly necessary.  This includes a reduction in the amount spent by the City for capital acquisitions. 

 
The 2004-05 Water Utilities operating budget is supported by a increase in revenue due to the efficiency of the new 
radio-frequency water meters installed over the last fiscal year.  The City contracted with the R W Beck Company to 
conduct a water and wastewater rate study that was completed during the 2003-04 fiscal year.  This study will help the 
City plan for the sound financial operations and capital maintenance of its utility system for the foreseeable future. 
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REQUEST FOR INFORMATION 

 
The financial report is designed to provide our citizens, customers, investors and creditors with general overview of the 
City’s finances.  If you have questions about this report or need any additional information, contact the Department of 
Finance, Attn:  Chief Financial Officer at P.O. Box 2039, Tyler, Texas 75710, call (903) 531-1140, or email 
dcrawford@tylertexas.com. 
                             

 
 

  



EXHIBIT 1
CITY OF TYLER, TEXAS

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2004

GOVERNMENTAL
ACTIVITIES

BUSINESS-TYPE
ACTIVITIES TOTAL

ASSETS
    Cash and cash equivalents 19,275,917$           12,564,492$        31,840,409$   
    Receivables (net of allowance for doubtful accounts) 8,071,639               3,704,662            11,776,301     
    Internal balances 508,942                  (508,942)              -                  
    Inventories 200,268                  320,568               520,836          
    Prepaid items and deferred charges 102,424                  521,131               623,555          
    Restricted Assets:
           Temporarily restricted
                  Cash and cash equivalents 16,745,204             7,443,201            24,188,405     
           Permanently restricted 1,979,675               -                       1,979,675       
    Water rights - Lake Palestine -                          12,524,200          12,524,200     
    Investment in joint venture 520,470                  -                       520,470          
    Capital Assets (net of accumulated depreciation):
            Land 5,310,881               5,644,303            10,955,184     
            Buildings 16,489,718             35,995,529          52,485,247     
            Improvements, other than buildings 66,843,083             142,475,209        209,318,292   
            Machinery and equipment 13,189,364             2,970,127            16,159,491     
            Construction in progress 12,306,753             177,009               12,483,762     
            Infrastructure 103,563,969           -                       103,563,969   

Total Assets 265,108,307           223,831,489        488,939,796   

LIABILITIES
        Accounts payable 4,410,253               1,979,871            6,390,124       
        Deposits and other refundable balances 537,140                  5,400                   542,540          
        Insurance claims payable 828,414                  -                       828,414          
        Accrued interest payable 37,187                    227,315               264,502          
        Deferred revenues 24,476                    -                       24,476            
        Non-current liabilities:
             Due within one year 1,055,263               2,403,417            3,458,680       
             Due in more than one year 10,478,644             58,718,480          69,197,124     

Total Liabilities 17,371,377             63,334,483          80,705,860     

NET ASSETS
        Investment in capital assets, net of related debt 211,924,238           126,955,956        338,880,194   
        Restricted for:
            Debt service 2,519,455               430,154               2,949,609       
            Perpetual care
               Nonexpendable 1,979,675               -                       1,979,675       
            Capital projects 12,418,065             6,491,470            18,909,535     
            Grants and donations 340,252                  -                       340,252          
            Court 464,690                  -                       464,690          
       Unrestricted 18,090,555             26,619,426          44,709,981     

Total Net Assets 247,736,930$        160,497,006$     408,233,936$

PRIMARY GOVERNMENT

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



EXHIBIT 2

PROGRAM ACTIVITIES EXPENSES
CHARGES FOR

SERVICES

OPERATING 
GRANTS AND

 CONTRIBUTIONS

CAPITAL GRANTS
AND 

CONTRIBUTIONS
GOVERNMENTAL

ACTIVITIES

BUSINESS-
TYPE

ACTIVITIES TOTAL
Primary Government:
    Governmental activities:
            General government 7,178,812$              7,097,356$      427,051$               603,271$                 948,866$                 -$                   948,866$            
            Public safety 27,952,461              4,710,487        393,781                 99,323                     (22,748,870)             -                     (22,748,870)        
            Highways and streets 11,450,585              134,221           -                         -                           (11,316,364)             -                     (11,316,364)        
            Public services 14,644,612              875,250           8,581,529              -                           (5,187,833)               -                     (5,187,833)          
            Culture and recreation 4,842,201                902,102           250,149                 -                           (3,689,950)               -                     (3,689,950)          
            Interest on long term debt 335,321                   -                   -                         -                           (335,321)                  -                     (335,321)             

                Total governmental activities 66,403,992              13,719,416      9,652,510              702,594                   (42,329,472)             -                     (42,329,472)        

    Business-type activities:
            Water and sewer 21,249,718              21,193,367      -                         -                           -                           (56,351)              (56,351)               
            Sanitation 7,190,230                8,171,792        -                         -                           -                           981,562              981,562              
            Airport 1,740,939                1,142,029        -                         227,805                   -                           (371,105)            (371,105)             

                 Total business-type activities 30,180,887              30,507,188      -                         227,805                   -                           554,106              554,106              

     Total primary government 96,584,879$            44,226,604$    9,652,510$            930,399$                 (42,329,472)             554,106              (41,775,366)        

General revenues:
       Property taxes 11,260,696              -                     11,260,696         
       Franchise taxes 8,361,246                -                     8,361,246           
       Sales and use taxes 28,398,933              -                     28,398,933         
       Unrestricted investment earnings and use of money and property 544,607                   396,603              941,210              
       Gain (loss) on sale of assets 182,141                   (553,731)            (371,590)             
Transfers (108,944)                  108,944              -                      
               Total general revenues and transfers 48,638,679              (48,184)              48,590,495         

               Change in net assets 6,309,207                505,922              6,815,129           

Net assets - beginning of year 241,427,723            159,991,084       401,418,807       

Net assets - end of year 247,736,930$          160,497,006$     408,233,936$     

PRIMARY GOVERNMENT

NET (EXPENSE) REVENUE AND
CHANGES IN NET ASSETSPROGRAM REVENUES

CITY OF TYLER, TEXAS
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2004

The notes to the financial statements are an integral part of this statement.
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OTHER 
MAJOR FUNDS NON-MAJOR TOTAL

CAPITAL GOVERNMENTAL GOVERNMENTAL
GENERAL PROJECTS FUNDS FUNDS

ASSETS
    Cash and cash equivalents 9,231,703$      13,413,442$    7,704,859$            30,350,004$          
    Receivables (net of allowance for 
        doubtful accounts) :
            Property taxes 710,017           -                  -                         710,017                 
            Other 978,151           24,623             1,032,136              2,034,910              
    Due from other funds 417,538           -                  -                         417,538                 
    Inventories 13,724             -                  -                         13,724                   
    Prepaid items 43,277             -                  -                         43,277                   

         Total assets 11,394,410$    13,438,065$    8,736,995$            33,569,470$          

LIABILITIES and FUND BALANCES
Liabilities:
    Accounts payable 2,786,510$      1,020,000$      471,938$               4,278,448$            
    Contracts payable 346,105           -                  191,035                 537,140                 
    Due to other funds -                  -                  417,538                 417,538                 
    Deferred revenues 623,218           -                  19,413                   642,631                 

    Total liabilities 3,755,833        1,020,000        1,099,924              5,875,757              

Fund Balances:
    Reserved for:
            Inventory 13,724             -                  -                         13,724                   
            Prepaid items 43,277             -                  -                         43,277                   
            Perpetual care -                  -                  1,979,675              1,979,675              
            Court ordered disbursements 53,316             -                  149,436                 202,752                 
            Debt service -                  -                  2,519,455              2,519,455              
            Grants / donations -                  -                  340,252                 340,252                 
            Capital projects -                  12,418,065      -                         12,418,065            
            Court security 35,082             -                  -                         35,082                   
            Court technology 226,856           -                  -                         226,856                 
        Total reserved fund balances 372,255           12,418,065      4,988,818              17,779,138            
    Unreserved fund balances
        Designated reported in:
            General Fund
              Operating reserve 2,000,000        -                  -                         2,000,000              
           Total designated fund balances 2,000,000        -                  -                         2,000,000              
        Undesignated reported in:
            General Fund 5,266,322        -                  -                         5,266,322              
            Special Revenue Fund -                  -                  1,839,007              1,839,007              
            Permanent Fund -                  -                  809,246                 809,246                 
           Total undesignated fund balances 5,266,322        -                  2,648,253              7,914,575              

    Total fund balances 7,638,577        12,418,065      7,637,071              27,693,713            

    Total liabilities and fund balances 11,394,410$    13,438,065$    8,736,995$            

(continued)

CITY OF TYLER, TEXAS
BALANCE SHEET

GOVERNMENTAL FUNDS
SEPTEMBER 30, 2004

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

FUNDS
    Total fund balances governmental funds (Exhibit 3 page 1) 27,693,713$          

     Capital assets used in governmental activities are not current financial resources and, therefore, are not
          reported in the governmental funds balance sheet. 209,747,711          
     Other long-term assets are not available to pay for current-period expenditures and, therefore, are
          deferred in the funds. 5,578,293              
     Interest payable on long-term debt does not require current financial resources.  Therefore interest payable is
          not reported as a liability in governmental funds balance sheet. (37,187)                  
     Internal service funds are used by management to charge the costs of fleet management and management 
          information systems to individual funds.  The assets and liabilities of the internal service funds are
          included in governmental activities in the statement of net assets. (Net of the amount allocated to business-type
          activities) 16,249,663            
     Long term liabilities, including bonds payable, are not due and payable in the current period and therefore are not
          reported in the governmental funds balance sheet. (11,495,263)           

       Net Assets of governmental activities 247,736,930$        

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET ASSETS (Exhibit

CITY OF TYLER, TEXAS
BALANCE SHEET

GOVERNMENTAL FUNDS
SEPTEMBER 30, 2004

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



EXHIBIT 4

CITY OF TYLER, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2004

OTHER TOTAL
CAPITAL GOVERNMENTAL GOVERNMENTAL

GENERAL PROJECTS FUNDS ELIMINATIONS FUNDS
REVENUES
    Taxes:
        Property 10,136,357$      -$                  1,241,138$         -$                   11,377,495$           
        Franchise 6,955,310          -                    1,405,936           -                     8,361,246               
        Sales and use 18,827,285        9,280,187          -                      -                     28,107,472             
    Licenses and permits 882,812             -                    -                      -                     882,812                  
    Fines, forfeitures, and penalties 4,610,941          -                    99,546                -                     4,710,487               
    Revenues from use of money or property 119,295             149,047             444,775              -                     713,117                  
    Charges for current services 2,630,589          -                    113,921              -                     2,744,510               
    Revenues from other agencies 757,846             133,204             9,483,809           -                     10,374,859             
    Donations -                     -                    62,986                -                     62,986                    
    Miscellaneous 918,478             -                    1,643,692           -                     2,562,170               

Total revenues 45,838,913        9,562,438          14,495,803         -                     69,897,154             

EXPENDITURES
    Current:
        General government 6,112,958          -                    1,500                  -                     6,114,458               
        Public safety 27,197,356        -                    24,372                -                     27,221,728             
        Public services 1,103,189          -                    10,388,522         -                     11,491,711             
        Highways and streets 6,183,028          -                    -                      -                     6,183,028               
        Culture and recreation 2,463,442          -                    943,179              -                     3,406,621               
    Capital outlay 902,120             6,107,555          466,912              -                     7,476,587               
    Debt service:
        Principal retirement -                     -                    880,000              -                     880,000                  
        Interest and fiscal charges -                     -                    340,617              -                     340,617                  

Total expenditures 43,962,093        6,107,555          13,045,102         -                     63,114,750             

    Excess (deficiency) of revenues
        over (under) expenditures 1,876,820          3,454,883          1,450,701           -                     6,782,404               

OTHER FINANCING SOURCES (USES)
   Transfers in 176,665             227,669             913,414              (1,090,079)         227,669                  
   Transfers out (924,412)            (111,717)           (766,119)             1,090,079           (712,169)                
   Sale of capital assets 30,746               -                    -                      -                     30,746                    

Total other financing sources (uses) (717,001)            115,952             147,295              -                     (453,754)                

Net change in fund balances 1,159,819          3,570,835          1,597,996           -                     6,328,650               

Fund balances - beginning of year 6,478,758          8,847,230          6,039,075           -                     21,365,063             

Fund balances - end of year 7,638,577$        12,418,065$     7,637,071$        -$                   27,693,713$          

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



EXHIBIT 5

Amounts reported for governmental activities in the statement of activities (Exhibit 2) are different because:

     Net change in fund balances - total governmental funds 6,328,650$           

       Governmental funds report capital outlays as expenditures.  However, in the statement 
           of activities the cost of those assets is allocated over their estimated useful lives
           and reported as depreciation expense.  This is the amount by which depreciation
           exceeded capital outlay in the current period. (3,070,395)            

       The net effect of various miscellaneous transactions involving capital assets
           (i.e., sales, trade-ins, and donations) is to decrease net assets. (26,887)                 

       Revenues in the statement of activities that do not provide current financial resources
           are not reported as revenues in the funds. 174,662                

       The issuance of long-term debt (e.g. bonds) provides current financial resources
           to governmental funds, while the repayment of the principal of long-term debt 
           consumes the current financial resources of governmental funds.  Neither transaction,
           however, has any effect on net assets.  Also, governmental funds report the effect
           of issuance costs, premiums, discounts, and similar items when debt is first issued;
           whereas the amounts are deferred and amortized in the statement of activities.  This
           amount is the net effect of these differences in the treatment of long-term debt and
           related items. 880,000                

       Some expenses reported in the statement of activities do not require the use of current
           financial resources; therefore, they are not reported as expenditures in governmental funds. 145,955                

       Accrued interest expense on long-term debt is reported in the government-wide 
           statement of activities and changes in net assets but does not require the use of
           current financial resources; therefore, accrued interest expense is not reported
           as expenditures in governmental funds. 5,296                    

        Internal service funds are used by management to charge the costs of certain activities,
           such as insurance and fleet management, to individual funds.  The net revenue of the
           internal service funds is reported with governmental activities, net of amount allocated
           to business-type activities of ($ 231,175 ). 1,871,926             

       Change in net assets of governmental activities 6,309,207$          

FOR THE YEAR ENDED SEPTEMBER 30, 2004

CITY OF TYLER, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

The notes to the financial statements are an integral part of this statement.
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CITY OF TYLER, TEXAS
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2004

VARIANCE WITH
BUDGET BUDGET FINAL BUDGET

ORIGINAL FINAL ACTUAL POSITIVE/(NEGATIVE)
REVENUES
    Property tax collections 9,858,500$          9,858,500$       10,136,357$     277,857$                                
    Franchise fees 6,623,500            6,623,500         6,955,310         331,810                                  
    Sales and use taxes 17,095,000          17,095,000       18,827,285       1,732,285                               
    Licenses and permits 579,900               579,900            882,812            302,912                                  
    Fines, forfeitures, and penalties 3,392,000            3,392,000         4,610,941         1,218,941                               
    Revenues from use of money or property 82,500                 82,500              119,295            36,795                                    
    Charges for current services 2,613,248            2,613,248         2,630,589         17,341                                    
    Revenues from other agencies 508,505               590,338            757,846            167,508                                  
    Miscellaneous 223,500               223,500            918,478            694,978                                  

Total revenues 40,976,653          41,058,486       45,838,913       4,780,427                               

EXPENDITURES
    GENERAL GOVERNMENT:
        General government services 3,391,628            3,355,959         3,413,603         (57,644)                                   
        City Manager 417,248               417,248            338,975            78,273                                    
        City Clerk 112,714               112,714            113,178            (464)                                        
        City Hall 272,159               272,159            279,089            (6,930)                                     
        Accounting 441,283               441,283            429,906            11,377                                    
        Legal 368,959               368,959            391,712            (22,753)                                   
        Information services 936,192               936,192            868,185            68,007                                    
        Staff services 294,447               294,447            286,973            7,474                                      

    Total General Government 6,234,630            6,198,961         6,121,621         77,340                                    

    POLICE 16,631,471          16,713,304       16,576,497       136,807                                  

    FIRE 9,107,450            9,077,450         9,315,816         (238,366)                                 

    PUBLIC SERVICES
        Engineering 835,627               1,210,627         1,240,694         (30,067)                                   
        Street administration 1,607,422            1,607,422         1,569,890         37,532                                    
        Labor pool 1,896,978            1,896,978         1,958,120         (61,142)                                   
        Traffic operations 2,036,620            2,036,620         2,031,208         5,412                                      

    Total Public Services 6,376,647            6,751,647         6,799,912         (48,265)                                   

    LIBRARIES:
        Library administration 1,305,918            1,305,918         1,221,218         84,700                                    

    Total Libraries 1,305,918            1,305,918         1,221,218         84,700                                    

            (Continued)

The notes to the financial statements are an integral part of this statement.
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VARIANCE WITH
BUDGET BUDGET FINAL BUDGET

ORIGINAL AMENDED ACTUAL POSITIVE/(NEGATIVE)
EXPENDITURES (continued)
    PARKS AND RECREATION:
        Parks administration 898,307               898,307            1,047,879         (149,572)                                 
        Park maintenance 629,502               629,502            666,736            (37,234)                                   

    Total Parks and Recreation 1,527,809            1,527,809         1,714,615         (186,806)                                 

    PLANNING AND INSPECTION:
        Planning and zoning 235,445               235,445            252,915            (17,470)                                   
        Building inspection 494,085               494,085            487,229            6,856                                      
        Capital projects administration 108,577               108,577            107,797            780                                         

    Total Planning and Inspection 838,107               838,107            847,941            (9,834)                                     

    MUNICIPAL COURT 1,787,794            1,787,794         1,364,473         423,321                                  

Total expenditures 43,809,826          44,200,990       43,962,093       238,897                                  

    Excess (deficiency) of revenues
        over (under) expenditures (2,833,173)           (3,142,504)        1,876,820         5,019,324                               

OTHER FINANCING SOURCES (USES)
    Transfers in 700,400               700,400            176,665            (523,735)                                 
    Transfers out (585,678)              (651,347)           (924,412)           (273,065)                                 
    Sale of property and equipment 500                      500                   30,746              30,246                                    

Total other financing sources (uses) 115,222               49,553              (717,001)           (766,554)                                 

    Net change in fund balance (2,717,951)           (3,092,951)        1,159,819         4,252,770                               

Fund Balance - October 1, 2003 -                       -                    6,478,758         6,478,758                               

FUND BALANCE - SEPTEMBER 30, 2004 (2,717,951)$         (3,092,951)$      7,638,577$       10,731,528$                           

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2004

CITY OF TYLER, TEXAS
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL

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



EXHIBIT 7

GOVERNMENTAL
ACTIVITIES

WATER & MUNICIPAL TOTAL INTERNAL
SEWER SANITATION AIRPORT ENTERPRISE SERVICE

ASSETS FUND FUND FUND FUNDS FUNDS
    Current assets:
        Cash and cash equivalents 7,089,670$            5,117,557$       355,535$             12,562,762$           7,565,792$            
        Cash - demand deposits and on hand 1,700                    30                    -                      1,730                      85,000                  
        Prepaid expenses -                        -                   -                      -                          59,147                  
        Accounts receivable (net) 2,630,962             1,037,296        36,404                3,704,662               366,574                
        Inventories - at average cost 320,568                -                   -                      320,568                  186,544                

    Total current assets 10,042,900           6,154,883        391,939              16,589,722             8,263,057             

    Restricted Current assets:
        Temporarily restricted         
        Customer deposits 5,400                      -                     -                        5,400                      -                          
        Cash and cash equivalents for payment of current maturities
          of revenue bond principal and interest 657,030                  -                     -                        657,030                  -                          
             Total restricted current assets 662,430                  -                     -                        662,430                  -                          

    Noncurrent assets:
    Restricted assets:
        Temporarily restricted         
            Cash and cash equivalents 6,780,771             -                   -                      6,780,771               -                        
     Total restricted assets 6,780,771             -                   -                      6,780,771               -                        

       Deferred charges (net) 521,131                -                   -                      521,131                  -                        
       Water rights - Lake Palestine 12,524,200           -                   -                      12,524,200             -                        

       Capital assets:
          Land 1,897,452             3,012,086        734,765              5,644,303               65,000                  
          Buildings 29,364,133           94,704             20,097,532         49,556,369             1,167,863             
          Improvements other than buildings 173,463,538         225,953           11,510,537         185,200,028           280,294                
          Machinery and equipment 1,568,737             3,770,560        225,033              5,564,330               20,360,572           
          Construction in progress -                        -                   177,009              177,009                  -                        
          Less accumulated depreciation (50,404,291)          (2,292,948)       (6,182,623)          (58,879,862)            (13,397,202)          
           Total capital assets net of accumulated depreciation 155,889,569         4,810,355        26,562,253         187,262,177           8,476,527             

             Total noncurrent assets 175,715,671         4,810,355        26,562,253         207,088,279           8,476,527             

                 Total assets 186,421,001$         10,965,238$      26,954,192$         224,340,431$         16,739,584$           

LIABILITIES
    Current liabilities:
        Accounts and contracts payable 1,621,655$             319,304$           38,912$                1,979,871$             131,805$                
        Insurance claims payable -                          -                     -                        -                          828,414                  
        Current portion of landfill closure postclosure costs payable -                          125,000             -                        125,000                  -                          
        Current portion of compensated absences payable 9,584                      3,415                 418                       13,417                    1,933                      
    Total current liabilities 1,631,239               447,719             39,330                  2,118,288               962,152                  

    Current liabilities payable from restricted assets:
         Revenue bonds payable 2,265,000               -                     -                        2,265,000               -                          
         Customer deposits 5,400                      -                     -                        5,400                      -                          
        Accrued interest 227,315                  -                     -                        227,315                  -                          
             Total current liabilities payable from restricted assets 2,497,715               -                     -                        2,497,715               -                          

    Noncurrent liabilities:
         Revenue bonds payable 58,041,221             -                     -                        58,041,221             -                          
         Landfill closure postclosure costs payable -                          214,476             -                        214,476                  -                          
         Compensated absences 316,788                  114,093             31,902                  462,783                  36,711                    
              Total noncurrent liabilities 58,358,009             328,569             31,902                  58,718,480             36,711                    

                        Total liabilities 62,486,963             776,288             71,232                  63,334,483             998,863                  

NET ASSETS
        Invested in capital assets, net of related debt 95,583,348             4,810,355          26,562,253           126,955,956           8,476,527               
        Restricted net assets:
           Debt service 430,154                  -                     -                        430,154                  -                          
           Capital projects 6,491,470               -                     -                        6,491,470               
        Unrestricted 21,429,066             5,378,595          320,707                27,128,368             7,264,194               

            Total net assets 123,934,038$         10,188,950$      26,882,960$         161,005,948           15,740,721$           

Reconciliation to government-wide statements of net assets:
    Adjustment to reflect the consolidation of internal service fund prior years (740,117)                 
   activities related to enterprise funds current year 231,175                  

    Net assets of business-type activities 160,497,006$         

ENTERPRISE FUNDS

CITY OF TYLER, TEXAS
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
SEPTEMBER 30, 2004

BUSINESS-TYPE ACTIVITIES

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



EXHIBIT 8

CITY OF TYLER, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2004

GOVERNMENTAL
ACTIVITIES

WATER & MUNICIPAL TOTAL INTERNAL
SEWER SANITATION AIRPORT ENTERPRISE SERVICE
FUND FUND FUND FUNDS FUNDS

OPERATING REVENUES
    Water and sewer operations 20,131,814$           -$                   -$                20,131,814$     -$                              
    Trash and garbage -                           8,159,610          -                  8,159,610         -                                
    Airport sales and rentals -                           -                     1,135,983       1,135,983         -                                
    Charges for services -                           -                     -                  -                    4,089,807                     
    Contributions -                           -                     -                  -                    9,149,611                     
    Miscellaneous 1,061,553                12,182               6,046              1,079,781         200,624                        

Total operating revenues 21,193,367             8,171,792          1,142,029       30,507,188       13,440,042                   

OPERATING EXPENSES
    Water and sewer operations 14,249,230             -                     -                  14,249,230       -                                
    Sanitation operations -                           6,882,016          -                  6,882,016         -                                
    Municipal Airport operations -                           -                     948,514          948,514            -                                
    Garage operations -                           -                     -                  -                    1,118,896                     
    Depreciation 4,546,731                250,410             796,979          5,594,120         1,860,520                     
    Insurance claims -                           -                     -                  -                    6,002,044                     
    Administrative -                           -                     -                  -                    2,109,159                     
    Special services -                           -                     -                  -                    372,668                        
    Maintenance -                           -                     -                  -                    529,414                        

Total operating expenses 18,795,961             7,132,426          1,745,493       27,673,880       11,992,701                   
  
    Operating income (loss) 2,397,406                1,039,366          (603,464)         2,833,308         1,447,341                     

NON-OPERATING REVENUES (EXPENSES)
    Revenues from use of money and property 318,952                   73,483               4,168              396,603            101,921                        
    Amortization (48,554)                   -                     -                  (48,554)             -                                
    Sale of property (533,781)                 (19,950)              -                  (553,731)           178,282                        
    Interest expense (2,689,628)              -                     -                  (2,689,628)        -                                

Total non-operating revenues (expenses) (2,953,011)              53,533               4,168              (2,895,310)        280,203                        

    Income (loss) before operating transfers (555,605)                 1,092,899          (599,296)         (62,002)             1,727,544                     

Contributed capital -                           -                     227,805          227,805            -                                
Transfers in -                           150,784             341,485          492,269            462,317                        
Transfers out -                           (202,006)            (181,319)         (383,325)           (86,760)                         

    Net transfers and capital contributions -                           (51,222)              387,971          336,749            375,557                        

    Change in net assets (555,605)                 1,041,677          (211,325)         274,747            2,103,101                     

Net Assets - October 1, 2003 124,489,643           9,147,273          27,094,285     13,637,620                   

NET ASSETS - SEPTEMBER 30, 2004 123,934,038$         10,188,950$      26,882,960$   15,740,721$                 

Reconciliation to government-wide statements of net assets
    Adjustment to reflect the consolidation of internal service funds 
    activities related to enterprise funds 231,175            

    Change in net assets of business-type activities 505,922$          

ENTERPRISE FUNDS
BUSINESS-TYPE ACTIVITIES

The notes to the financial statements are an integral part of this statement.
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CITY OF TYLER, TEXAS
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2003

Increase (Decrease) In Cash and Cash Equivalents

GOVERNMENTAL
ACTIVITIES

WATER & MUNICIPAL TOTAL INTERNAL
SEWER SANITATION AIRPORT ENTERPRISE SERVICE
FUND FUND FUND FUNDS FUNDS

CASH FLOWS FROM OPERATING ACTIVITIES
    Cash received from customers and users 21,469,868$   7,821,512$        1,145,495$        30,436,875$          13,357,971$             
    Cash paid to suppliers for goods and services (7,655,803)      (4,173,222)        (533,944)           (12,362,969)          (3,649,357)               
    Cash paid for interfund services used (1,657,782)      (197,400)           (49,800)             (1,904,982)            -                           
    Cash paid to employees for services (4,597,049)      (1,980,110)        (372,215)           (6,949,374)            (652,865)                  
    Insurance claims paid -                  -                    -                    -                        (6,017,658)               

Net cash provided by (used in) operating activities 7,559,234       1,470,780          189,536             9,219,550             3,038,091                 

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
   Transfers-in from other funds -                  150,784             341,485             492,269                462,317                    
   Transfers-out to other funds -                  (202,006)           (181,319)           (383,325)               (86,760)                    

Net cash (used in) provided by non-capital financing activities -                  (51,222)             160,166             108,944                375,557                    

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
    Acquisition and construction of capital assets (17,310,172)    (406,184)           (10,900)             (17,727,256)          (2,425,000)               
    Proceeds from sale of assets 2,225              163,592             -                    165,817                264,614                    
    Payments on bonded debt (2,085,000)      -                    -                    (2,085,000)            -                           
    Interest paid (2,783,667)      -                    -                    (2,783,667)            -                           

Net cash provided by (used in) capital and related financing activities (22,176,614)    (242,592)           (10,900)             (22,430,106)          (2,160,386)               

CASH FLOWS FROM INVESTING ACTIVITIES
    Interest and dividends on investments 290,109          63,828               3,452                 357,389                88,712                      
Net cash (used in) provided by investing activities 290,109          63,828               3,452                 357,389                88,712                      

Net increase (decrease) in cash and cash equivalents (14,327,271)    1,240,794          342,254             (12,744,223)          1,341,974                 

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 28,861,842     3,876,793          13,281               32,751,916           6,308,818                 

CASH AND CASH EQUIVALENTS AT END OF YEAR 14,534,571$   5,117,587$        355,535$           20,007,693$          7,650,792$               

       (Continued)

BUSINESS-TYPE ACTIVITIES
ENTERPRISE FUNDS

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



    EXHIBIT 9
page 2 of 2

CITY OF TYLER, TEXAS
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2004

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities

GOVERNMENTAL
ACTIVITIES

WATER & MUNICIPAL TOTAL INTERNAL
SEWER SANITATION AIRPORT ENTERPRISE SERVICE
FUND FUND FUND FUNDS FUNDS

Operating income (loss) 2,397,406$     1,039,366$        (603,464)$          2,833,308$            1,447,341$               

Adjustments to reconcile operating income to net cash
    Provided by (used in) operating activities:
        Depreciation expense 4,546,731       250,410             796,979             5,594,120             1,860,520                 
        Decrease (increase) in accounts receivable 276,501          (350,280)           3,466                 (70,313)                 (82,071)                    
        Decrease in advance from other funds -                  500,000             -                    500,000                -                           
        Increase in prepaid expenses -                  -                    -                    -                        (59,147)                    
        (Increase) decrease in inventories (44,321)           -                    -                    (44,321)                 (57,627)                    
        Increase (decrease) in accounts payable 356,083          39,985               (8,322)               387,746                (70,586)                    
        Increase (decrease) in compensated absences payable 26,834            (7,771)               877                    19,940                  (339)                         
        Increase (decrease) in landfill closure costs payable -                  (930)                  -                    (930)                      -                           

Total adjustments 5,161,828       431,414             793,000             6,386,242             1,590,750                 

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 7,559,234$     1,470,780$        189,536$           9,219,550$            3,038,091$               

Non-cash Investing, Capital and Financing Activities:
The Municipal airport received capital asset contributions of $ 227,805 from donations and grants from the federal
government.

BUSINESS-TYPE ACTIVITIES

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



EXHIBIT 10

EMPLOYEE GREENWOOD
PENSION AND LANDFILL

OTHER BENEFIT PRIVATE -PURPOSE
TRUSTS TRUST

ASSETS
    Equity in pooled cash and investments 983,634$                1,679,482$                 
    Receivables
            Accounts receivable 20,664                    -                              
            Interest receivable 149,242                  2,949                          
    Total receivables 169,906                  2,949                          

    Investments - at fair value
            Equities 10,779,030             -                              
            Bonds 9,368,697               -                              
            Collectives 13,777,577             -                              
    Total investments - at fair value 33,925,304             -                              

Total assets 35,078,844             1,682,431                   

NET ASSETS
    Held in trust for pension benefits and
       other purposes 35,078,844$          1,682,431$                 

CITY OF TYLER, TEXAS
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
SEPTEMBER 30, 2004

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



EXHIBIT 11

EMPLOYEE GREENWOOD
PENSION AND LANDFILL

OTHER BENEFIT PRIVATE -PURPOSE
TRUSTS TRUST

ADDITIONS
    Contributions:
        Employees 907,357$            -$                                 
        Employer 990,073              -                                   
        Other -                      400,000                           
           Total contributions 1,897,430           400,000                           
    Investment income:
        Net appreciation in fair value of investments 2,612,309           -                                   
        Interest 634,511              18,373                             
        Dividends 166,364              -                                   
        Gain (Loss) on sale of securities 158,948              -                                   
           Net investment income 3,572,132           18,373                             

Total additions 5,469,562           418,373                           

DEDUCTIONS
    Benefits 2,974,075           -                                   
    Administrative expenses 216,255              -                                   

Total deductions 3,190,330           -                                   

    Change in net assets 2,279,232           418,373                           

Net Assets - October 1, 2003 32,799,612         1,264,058                        

NET ASSETS - SEPTEMBER 30, 2004 35,078,844$       1,682,431$                      

  

CITY OF TYLER, TEXAS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2004

The notes to the financial statements are an integral part of this statement.
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 CITY OF TYLER 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2004 
 
 
NOTE 1: SUMMARY  OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. General Statement 
 
The City of Tyler, Texas (City) was incorporated January 29, 1850.  The City Charter was adopted February 9, 1937.  
The City operates under a Council-Manager form of government and provides the following services as authorized by 
its charter: public safety (police and fire), highways and streets, health and social services, culture-recreation, public 
transportation, public improvements, planning and zoning, and general administrative services. 
 
In determining the financial reporting entity, the City complies with the provisions of Government Accounting 
Standards Board Statement No. 14, "The Financial Reporting Entity" and Government Accounting Standards Board 
Statement No. 39 “Determining Whether Certain Organizations are Component Units – an amendment of GASB No. 
14”, and includes all component units of which the City appointed a voting majority of the units' board and the City is 
either able to impose its will on the unit or a financial benefit or burden relationship exists. 
 
The City complies with Generally Accepted Accounting Principles (GAAP).  The City's reporting entity applies all 
relevant Governmental Accounting Standards Board (GASB) pronouncements.  Proprietary Funds and similar 
component units apply Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles 
Board (APB) opinions issued on or before November 30, 1989, unless those pronouncements conflict with or 
contradict GASB pronouncements, in which case, GASB prevails. 
 
B. Blended Component Unit 
 
The Tyler One-Half Cent Sales Tax Corporation, Inc. was formed in 1996, and is governed by a seven-member 
board of directors.  Each member of the City Council and the Mayor may nominate one member.  Directors are 
appointed for a two-year term and are removable by the City Council at any time without cause.  For financial 
reporting purposes, the Tyler One-Half Cent Sales Tax Corporation, Inc. has been presented as a blended component 
unit of the City.  It is reported as a Capital Projects Fund, because its purpose is to account for construction activities 
funded by the revenues generated by the one-half cent sales tax.  The Tyler One-Half Cent Sales Tax Corporation, 
Inc. does not issue separate financial statements. 
 
The City uses the proceeds of the one-half cent sales tax to pay for infrastructure, thereby removing the need for debt 
financing of such improvements which will result in the elimination of general obligation indebtedness and enable the 
City to reduce its property tax rate. 
 
C. Government-wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the statement of net assets and the statement of changes in net 
assets) report information on all of the nonfiduciary activities of the primary government.  For the most part, the 
effect of interfund activity has been removed from these statements.  Governmental activities, which normally are 
supported by taxes and intergovernmental revenues, are reported separately from business-type activities, which 
rely, to a significant extent on fees and charges for support.   
 
The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are 
offset by program revenues.  Direct expenses are those that are clearly identifiable with a specific function.  Program 
revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, 
or privileges provided by a given function and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function.  Taxes and other items not properly included among 
program revenues are reported instead as general revenues.   
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Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even 
though the latter are excluded from the government-wide financial statements.  Major individual governmental funds 
and major individual enterprise funds are reported as separate columns in the fund financial statements. 
 
D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 
The government-wide financial statements are reported using the economic resources measurement focus and the 
accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.  Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash 
flows.  Property taxes are recognized as revenues in the year for which they levied.  Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.   
 
Governmental fund financial statements are reported using the current financial resources measurement focus and 
the modified accrual basis of accounting.  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 government considers revenues to be 
available if they are collected within 60 days of the end of the current fiscal period.  Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting.  However, debt service expenditures, as well as 
expenditures related to compensated absences and claims and judgments, are recorded only when payment is due. 
 
Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenues of the current fiscal period.  Only the portion of 
special assessments receivable due within the current fiscal period is considered to be susceptible to accrual as 
revenue of the current period.  All other revenue items are considered to be measurable and available only when 
cash is received by the government.   
 
The government reports the following major governmental funds: 
 

The general fund is the government’s primary operating fund.  It accounts for all financial resources of the 
general government, except those required to be accounted for in another fund. 
 
The capital projects fund accounts for the acquisition and construction of major capital facilities other than 
those financed by Proprietary Funds and Trust Funds. 
 

The government reports the following major proprietary funds: 
 

The Water Utilities Fund is used to account for sale of water and wastewater treatment by the City to 
businesses and residential customers and to surrounding communities. 

 
The Sanitation Fund accounts for residential and commercial solid waste collection, disposal services, and 
recycling operations of the City. 
 
The Airport Fund is used to account for operations of the Tyler Pounds Regional Airport. 
 

Additionally, the government reports the following fund types: 
 

Internal service funds are used to account for the financing of goods or services provided by one 
department or agency to other departments or agencies of the City on a cost-reimbursement basis. 
 
The City of Tyler reports the following Internal Service Funds: 
1. Productivity Improvement – to track performance pay of City employees 
2. Fleet – to track maintenance, repair and equipment replacement 
3. Property Liability – accounts for property casualty and liability insurance programs 
4. Employee Benefits – accounts for the City’s health and workers’ compensation self-insurance 

programs 
5. Property and Facility Management – accounts for utility costs 
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6. Technology – accounts for the City’s investment in technology and office automation. 
 
Fiduciary Funds: 
 

Landfill Trust is used to accumulate resources held in trust for Allied Waste Management, to be 
used for closure and post-closure expenses of the Greenwood Landfill.  
 
The Firemen’s Relief and Retirement Fund accounts for the activities of the firefighter’s 
retirement system, which accumulates resources for pension and relief benefit payments to 
qualified firefighters. 
 
The Section 125 Fund is used to account for the resources accumulated and payments made on 
behalf of City employees enrolled in the cafeteria plan administered by Health First. 

 
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are 
followed in both the government-wide and proprietary fund financial statements to the extent that those standards do 
not conflict with or contradict guidance of the Governmental Accounting Standards Board.  Governments also have 
the option of following subsequent private-sector guidance for their business-type activities and enterprise funds, 
subject to this same limitation.  The government has elected not to follow subsequent private-sector guidance. 
 
As a general rule the effect of interfund activity has been eliminated from the government-wide financial statements.  
Exceptions to the general rule are payments-in-lieu of taxes and other charges between the government’s water 
utilities function and various other functions.  Elimination of these charges would distort the direct costs and 
program revenues reported for the various functions concerned.   
 
Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or 
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special 
assessments.  Internally dedicated resources are reported as general revenues rather than as program revenues.  
Likewise, general revenues include all taxes. 
 
Proprietary funds distinguish operating revenues and expenses from nonoperating items.  Operating revenues and 
expenses generally result from providing services and producing and delivering goods in connection with a 
proprietary fund’s principal ongoing operations.  The principal operating revenues of the City’s enterprise funds and 
of the internal service funds are charges to customers for sales and services. The City also recognizes as operating 
revenue the portion of tap fees intended to recover the cost of connecting new customers to the system.  Operating 
expenses for enterprise funds and internal service funds include the cost of sales and services, administrative 
expense, and depreciation on capital assets.  All revenues and expenses not meeting this definition are reported as 
nonoperating revenues and expenses. 
 
E. Assets, Liabilities, and Net Assets or Equity 
 
1. Equity in Pooled Cash and Investments 
 

The City classifies certain of its cash, investments, due to, and due from accounts into "equity in pooled cash 
and investments."  Each fund participates on a daily transaction basis and income for all assets included in 
"pooled cash and investments" is allocated to individual funds based on their respective balance in "equity in 
pooled cash and investments." 
 
For the purpose of the statements of cash flows for the Proprietary and Internal Service Funds, the City 
considers all assets included in "Equity in Pooled Cash and Investments" to be "Cash and Cash Equivalents." 
 
A summary of assets included in "equity in pooled cash and investments" is included in Note 4, A.  All assets 
in "equity in pooled cash and investments" and demand deposits on hand have been considered as cash 
equivalents for purposes of the statement of cash flows. 
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Additionally, deposits and investments continue to be held separately by several of the City's funds and the 
Pension Trust Fund.  Income on these assets is recorded in the respective fund holding the deposits and 
investments.   

 
2. Investments 
 

Accounting pronouncement Governmental Accounting Standards Board Statement 31, Accounting and 
Financial Reporting for Certain Investments and for External Investment Pools, generally applied to 
investments in external investment pools, investments purchased with maturities greater than one year, mutual 
funds, and certain investment agreements.  Generally, governmental entities need to report the "fair value" 
changes for these investments at year-end and record these gains or losses on their income statement.  
Investments with maturities less than one year at the time of purchase are stated at cost or amortized cost.  The 
fair value of the City’s position in these investment pools is the same as the value of the pool shares. 

 
 Methods and assumptions used to estimate fair value 
 

The City maintains investment accounting records and adjusts those records to "fair value" on an annual basis 
for material amounts.  The City's investment custodian provides market values on each investment instrument 
on a monthly basis for material amounts.  The investments held by the City are widely traded in the financial 
markets and trading values are readily available from numerous published sources.  Material unrealized gains 
and losses are recorded on an annual basis and the carrying value of its investments is considered "fair value".  
For the year ended September 30, 2004, there were no material unrealized gains or losses.   

 
 Investment Pools 
 

The City holds investments in two external investment pools, TexPool and TexStar.  Texas Local Government 
Investment Pool (TexPool) was created by the Texas Treasury Safekeeping Trust Company, which was 
authorized by the Texas Legislature in 1986.  Only local governments having contracted to participate in 
TexPool have an undivided beneficial interest in its pool of assets.  TexPool is not registered with the 
Securities and Exchange Commission as an investment company.  In May 2003, the City Council approved 
joining the Texas Short Term Asset Reserve Program (TexStar), an investment pool established to provide for 
the joint investments of public funds.  TexStar was created under the authority of applicable Texas law, 
including the Cooperation Act and the Investment Act. 
 
Both investment pools carry investments at amortized cost, which approximates fair value.  Investments are 
priced daily and compared to carrying value.  If the ratio of the fair value of the portfolio of investments to the 
carrying value of investments is less than .995 or greater than 1.005, the investment pools will sell investment 
securities, as required, to maintain the ratio at a point between .995 and 1.005. 

 
TexPool and TexStar adopted the provisions of Governmental Accounting Standards Board Statement No. 31, 
Accounting and Financial Reporting for Certain Investments and for External Investment Pools, effective 
October 1, 1997.  Statement No. 31 established accounting and financial reporting standards for all 
investments held by governmental external investment pools.  There was no impact on the financial 
statements of TexPool or TexStar upon adoption of Statement No. 31. 
 
Other 

 
State statutes authorize the City to invest in obligations of the U.S. Treasury, commercial paper, corporate 
bonds, and repurchase agreements.   The City is authorized by its governing board to invest in the obligations 
of the U.S. Treasury. 

 
 Investments are stated at cost or amortized cost. 
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3. Receivables and Payables 
 

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of 
the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or 
“advances to/from other funds” (i.e., the non-current portion of interfund loans).  Any residual balances 
outstanding between the governmental activities and business-type activities are reported in the government-
wide financial statements as “internal balances.” 
 
Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve 
account in applicable governmental funds to indicate that they are not available for appropriation and are not 
expendable available financial resources. 
 
The City provides an allowance for doubtful accounts based upon the anticipated collectibility of each specific 
account, as determined by experience.  All receivables are shown net of this allowance.  A detail schedule of 
receivables can be found at Note 4.B. 
 
All delinquent property taxes receivable are assets of the General Fund.  Transfers to the Debt Service Fund 
are based on the entire current tax levy rather than amounts collected. 
 
Property taxes are levied October 1 on the assessed value of property at January 1 and are due by January 31 
of the following year.  Unpaid taxes attach as an enforceable lien on property as of January 31.  Revenue from 
taxes assessed is recorded as deferred revenue on October 1.  The deferred revenue from taxes is then 
recognized as revenue during the year as the taxes are actually received. 

 
The City Charter limits the City's ad valorem tax rate to $1.75 per $100 of assessed valuation.  The tax rate for 
the year ended September 30, 2004, was $.248855 per $100, which means that the City has a tax margin of 
$1.52115 per $100 and could raise up to $66,709,457 additional taxes a year from the present valuation of 
$4,443,904,967 before the limit is reached. 
 

4. Inventories and Prepaid Items 
 

Inventories of materials and supplies are accounted for using the consumption method.  Under the 
consumption method, inventories are recorded as expenditures when they are used with significant amounts 
on hand reported on the balance sheet at average cost.  In Governmental Funds, reported inventories do not 
represent available spendable resources and are, therefore, equally offset by a fund balance reserve account. 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid 
in both the government-wide and fund financial statements. 
 

5. Restricted Assets 
 

Certain proceeds of the City’s enterprise fund revenue bonds, as well as certain resources set aside for their 
repayment, are classified as restricted assets on the balance sheet because they are maintained in separate bank 
accounts and their use is limited by applicable bond covenants.  The Utilities Construction Fund is used to 
report those proceeds of revenue bond issuances that are restricted for use in construction.  The Water Fund – 
Debt Service Fund account is used to segregate resources accumulated for debt service payments over the life 
of the bonds.  The City also classifies other cash and cash equivalents as restricted because of the restrictions 
placed on the bank account by bond covenants, grant agreements and trust agreements established to govern 
the spending of funds for the permanent care of the City’s cemeteries. 

 
6. Due from Other Funds 
 

Current portions of long-term interfund loans receivable (reported in "Due from" asset accounts) are 
considered "available spendable resources." 
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 7. Capital Assets 
 

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads, bridges, 
sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns 
in the government-wide financial statements.  Capital assets are defined by the government as assets with an 
initial, individual cost of more than $3,000 (amount not rounded) and an estimated life in excess of three 
years.  Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.  
Donated capital assets are recorded at estimated fair market value at the date of donation. 
 
Infrastructure assets are reported retroactively based on estimated historical cost and include assets acquired or 
constructed prior to June 30, 1980. 

 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets lives are not capitalized. 

 
Major outlays for capital assets and improvements are capitalized as projects are constructed.  Interest 
incurred during the construction phase of capital assets of business-type activities is included as part of the 
capitalized value of the assets constructed.  The total interest expense incurred by the City during the current 
fiscal year was $3,255,611.  Of this amount, $228,891 was included as part of the cost of capital assets under 
construction in the water utilities fund.   
 
Property, plant, and equipment of the primary government, as well as the component units, is depreciated 
using the straight line method over the following estimated useful lives: 

 
                   Assets                                                                               Years            
 Buildings 50 
 Building improvements 10 to 20 
 Improvements other than buildings 10 to 50 
 Public domain infrastructure 15 to 50 
 Vehicles 3 to 5 
 Heavy equipment 7 to 10 
 Office equipment 3 
 Computer equipment 3 

 
8. Construction-in-Progress 
 

Expenditures on incomplete capital projects have been capitalized as construction-in-progress.  The assets 
resulting from these projects will be transferred from the construction-in-progress accounts to the appropriate 
asset account as the projects are completed. 

 
9.   Compensated Absences 
 

 Non-Civil Service Employees 
 

Full-time, permanent, non-civil service employees earn paid time off (PTO), which may be used as vacation, 
sick time or personal time.  The PTO is accrued in hourly increments on the first day of each month.  The total 
amounts accrued annually depend on the number of years of service with the City.  Maximums are from 18 to 
24 days.  All existing non-civil service employees at January 1, 1999, with accumulated vacation and sick 
time, were allowed to carryover accrued vacation into the PTO program at a maximum of 240 hours.  The 
employees with accrued sick time were allowed to carryover up to 720 hours, only to be paid after 10 years of 
service.  The employees eligible to receive accrued sick leave balance upon termination would be paid at the 
pay rate applicable when the PTO program was implemented.  Any non-civil service employees hired after 
January 1, 1999 were enrolled into the PTO program and may only carryover 30 days of PTO per year.  Any 
amount accrued above the 30 days carryover is lost as of December 31 of that year.  Unused PTO up to 30 
days will be paid to the employee upon termination at employee’s current pay rate. 
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 Civil Service Employees 
 

Civil service employees are granted vacation and sick time benefits in varying amounts to specified 
maximums depending on tenure with the City.  Civil service employees are 100% vested in both sick time and 
vacation time at the start of their employment. 

 
 Civil and Non-Civil Service Employees 

 
Vested or accumulated vacation leave is recorded as an expense and a liability, as the benefits accrue to 
employees, in the government-wide, proprietary, and fiduciary fund financial statements.  In accordance with 
the provisions of Governmental Accounting Standards Board Statement No.16, “Accounting For 
Compensated Absences,” no liability is recorded for nonvesting accumulating rights to receive sick pay 
benefits.  However, a liability is recognized for that portion of cumulative sick leave benefits that it is 
estimated will be taken as “terminal leave” prior to retirement.  

 
10.   Fund Equity 
 

Reserves of fund balance or retained earnings are used to indicate that a portion of fund equity is not available 
for expenditure or is legally segregated for a specific future use. 

 
  Designated fund balances represent tentative plans for future use of financial resources. 

 
In the past, undesignated fund balance for the General Fund operating account has been reported as designated 
for operating reserve.  This balance is intended for operating expenditures, which are not required to be 
accounted for in another fund. 

 
11. Net Assets 

 
Net assets represents the difference between assets and liabilities.  Net assets invested in capital assets, net of 
related debt, consists of the City’s capital assets, net of accumulated depreciation, reduced by any outstanding 
debt used for the acquisition or construction of those assets.  Net assets reported as restricted are those 
amounts which have limitations imposed on their use either through legislation adopted by the City or through 
external restrictions imposed by creditors, grantors or other laws and regulations. 

   
12.   Deferred Bond Issue Costs 
 

 Deferred bond issue costs are amortized on the effective interest method over the remaining life of the bond. 
 
13. Estimates 
 

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

 
14.   Encumbrances 
 

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure 
of monies are recorded in order to reserve that portion of the applicable appropriation, is employed in 
Governmental Funds.  Encumbrances outstanding at year-end are reported as reservations of Fund balances 
since they do not constitute expenditures or liabilities.  There were no encumbrances outstanding at September 
30, 2004. 

 
In accordance with the budgetary policies of the City, encumbrance accounting is also employed by 
Proprietary Fund-Types for management control purposes.  Encumbrances outstanding at year-end are not 
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reported as reservations of retained earnings nor have they been included as expenses or liabilities of 
Proprietary Fund-Types. 

 
NOTE 2: RECONCILIATION OF GOVERNMENT-WIDE AND  
       FUND FINANCIAL STATEMENTS 
 
A. Explanation of certain differences between the governmental fund balance sheet and the government-wide 

statement of net assets 
 
The governmental fund balance sheet includes a reconciliation between fund balance – total governmental funds and 
net assets – governmental activities as reported in the government-wide statement of net assets.  One element of that 
reconciliation explains “long-term liabilities, including bonds payable, are not due and payable in the current period 
and therefore are not reported in the funds.”   The details of this $11,495,263 difference are as follows: 
 
 Bonds payable $ 6,300,000                                 
 Claims and judgement 195,000 
 Compensated absences    5,000,263 
 
 Net adjustment to reduce fund balance – total governmental funds  
   to arrive at net assets – governmental activities $11,495,263 

 
Another element of that reconciliation states that “Capital assets used in governmental activities are not current 
financial resources and, therefore, are not reported in the governmental funds balance sheet.”  The details of this 
$209,747,711 difference are as follows: 
 
 Beginning balance of capital assets, net of accumulated depreciation $212,844,993 
 Capital asset additions, net of retirements 8,144,588 
 Depreciation of capital assets, current year   (11,241,870) 
     
  $209,747,711  
 
Another element of that reconciliation states that “Other long-term assets are not available to pay for current-period 
expenditures and, therefore, are deferred in the funds.”  The details of this $5,578,293 difference are as follows: 
 
 Deferred property tax revenues $    618,155 
 Sales taxes receivable 5,022,921 
 Allowance for uncollectible property taxes receivable       (62,783) 
 
  $5,578,293 
        
B. Explanation of certain differences between the governmental fund statement of revenues, expenditures, and 

changes in fund balances and the government-wide statement of activities 
 
The governmental fund statement of revenues, expenditures, and changes in fund balances includes a reconciliation 
between net changes in fund balances – total governmental funds and changes in net assets of governmental activities 
as reported in the government-wide statement of activities.  One element of that reconciliation explains that 
“Governmental funds report capital outlays as expenditures”.  However, in the statement of activities the cost of those 
assets is allocated over their estimated useful lives and reported as depreciation expense.  The details of this 
$(3,070,395) difference are as follows: 
 
 Capital outlay $  8,171,475 
 Depreciation expense    (11,241,870) 
 
   Net adjustment to decrease net changes in fund balances- 
 total governmental funds to arrive at changes in net  
 assets of governmental activities $(3,070,395) 
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Another element of that reconciliation states that “Revenues in the statement of activities that do not provide current 
financial resources are not reported as revenues in the funds.”  The details of this $174,662 difference are as follows: 
 
 Change in deferred property tax revenues $(113,303) 
 Change in sales tax receivable 291,461 
 Change in allowance for uncollectible property taxes receivable       (3,496) 
 
  $ 174,662 
 
Another element of that reconciliation states that “Some expenses reported in the statement of activities do not require 
the use of current financial resources; therefore, they are not reported as expenditures in governmental funds.”  The 
details of this $145,955 difference are as follows: 
 
 Change in compensated absences $  40,955 
 Change in accrued legal claims   105,000 
 
  $145,955 
 
 
NOTE 3: STEWARDSHIP, COMPLIANCE, AND ACCOUNTIBILITY 
 
A. Budgetary Information 
 
The City follows these procedures in establishing the budgetary data reflected in the financial statements: 

1. Prior to August 1, the City Manager submits to the City Council a proposed operating budget for the fiscal 
year commencing the following October 1.  The operating budget includes proposed expenditures and the 
means of financing them. 

 
2. Public hearings are conducted in Council chambers at City Hall to obtain taxpayer comments. 
 
3. Prior to October 1, the budget is legally enacted through passage of an ordinance. 
 
4. The City Manager is authorized to transfer budgeted amounts between departments within any fund; however, 

any revisions that alter the total expenditures of any fund must be approved by the City Council. The City 
Charter prohibits budgeting total proposed expenditures in excess of total anticipated revenues and any 
unencumbered funds from prior years; therefore, expenditures may not legally exceed revenues and 
unencumbered fund balances from prior years for each fund. 

 
5. Formal budgetary integration is employed as a management control device during the year for the General 

Fund, certain Special Revenue Funds (Hotel-Motel Occupancy Tax Fund, Police Department Judgment of 
Forfeiture Fund, and Tyler Tourism and Convention Facility Fund), Debt Service Fund, all Enterprise Funds, 
all Internal Service Funds, and certain Permanent Funds (Rose Hill Cemetery Fund, Westview Cemetery 
Fund, and Oakwood Cemetery Fund). 

 
 Budgets for the General Fund, certain Special Revenue Funds (Hotel-Motel Occupancy Tax Fund, Police 

Department Judgment of Forfeiture Fund and Tyler Tourism and Convention Facility Fund) and the Debt 
Service Fund are adopted by the Council and presented in this report on a basis consistent with generally 
accepted accounting principles (GAAP).  Budgeted expenditures for the General Fund's current fiscal year as 
adopted in the original budget and amendments thereto were $44,852,337.  Appropriations, which are not 
expended or encumbered at year-end, must be rebudgeted in the succeeding year. 

 
6. Comparison of budgeted and actual amounts in the accompanying financial report include the General Fund, 

those Special Revenue Funds which are included in the annual operating budget (Hotel-Motel Occupancy Tax 
Fund, Police Department Judgment of Forfeiture Fund, and Tyler Tourism and Convention Facility Fund), 
and the Debt Service Fund, which are included in the annual operating budget. 



37 

 The budget ordinances encompassing various Federal and State programs are cumulative as opposed to annual 
budgets; therefore, budget and actual comparisons are not reported in the accompanying financial report for 
these funds. 

 
7. Budgets for Proprietary Fund-Types are adopted on a basis consistent with GAAP (accrual basis) except that 

for budgetary comparisons capital outlay items are expensed, accrual for compensated absences is excluded, 
and principal payments on debt are treated as expenses.  The budgetary comparisons for Proprietary Fund-
Types are on this non-GAAP budgetary basis. 

 
B. Expenditures Over Appropriations 
 
Following is a summary of expenditures in excess of appropriations for individual Funds. 
                                       
                                                                                                                                                         Expenditures 
                                                                                                                                                          In Excess of 
  Individual Fund                               Expenditures               Appropriations                  Appropriations 
 Tyler Tourism and Convention 
    Facility Fund $   622,240 $   616,275 $     5,965 
 Fleet Management 2,753,579 2,664,652 88,927 
 Technology Fund 1,121,595 1,121,526 69 
 Rose Hill Cemetery Permanent 
    Fund 184,845 181,104 3,741 
  
As of September 30, 2004, no individual Fund had a deficit fund balance or net assets. 
 
 
NOTE 4: DETAILED NOTES ON ALL FUNDS 
 
A.    Deposits and Investments 
 
At September 30, 2004, the carrying amount of the City’s bank deposits was $515,941, and the bank balance was 
$3,524,560.  Of the bank balance, $100,000 was covered by federal depository insurance.  The remaining balance was 
covered by collateral held in the pledging financial institutions' trust departments in the City's name.  

Statutes authorize the City to invest in obligations of the U. S. Treasury and U. S. Agencies, municipal bonds, and 
managed public funds investment pools.  The City's investments and deferred compensation plan assets for the year-
ended September 30, 2004, are shown below. 
 
Deposits and Investments Included in Equity in Pooled Cash  
   And Investments 
                                                                                                                                  Carrying                    Fair 
                                                                                                                                     Value                    Value 

 U.S. Government Securities $21,933,173 $21,933,173 
 TexPool  30,799,367 30,799,367 
 TexStar 4,760,008 4,760,008 
 Cash in bank         515,941       515,941 
    
 Total $58,008,489 $58,008,489 
   
The City’s investments are categorized as either: 
 
1. Insured or registered, or securities held by the City or its agent in the City’s name. 
 
2. Uninsured and unregistered for which the securities are held by the counterparty’s trust department or agent in 

the City’s name. 
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3. Uninsured and unregistered for which the securities are held by the counterparty, or by its trust department or 
agent, but not in the City’s name. 
 
Uncategorized – The City’s investments in TexPool are managed public funds investment pools and are not 
categorized because such investments are not evidenced by securities that exist in physical or book entry form.  
The fair value of the City’s position in these investment pools is the same as the carrying value. 
 
 
                                          Category                                                         Carrying                Fair 

           Investments             1                2               3         Uncategorized                Amount               Value  
           TexPool $30,799,367 $30,799,367 $30,799,367 
           TexStar 4,760,008 4,760,008 4,760,008 
           U.S. Government    
               Securities                          $21,933,173  21,933,173 21,933,173 
  
The difference between the fair value of the U.S. Government Securities and the carrying amount of $21,933,173 
was insignificant. 
 
B.  Receivables 
 
Receivables as of year-end for the government’s individual major funds and nonmajor, internal service and fiduciary 
funds in the aggregate, including the applicable allowances for uncollectible accounts, are as follows: 
 
                                           General 
                                         and Internal           Water                 Solid                                        Nonmajor 
                                              Service             Utilities             Waste                Airport             and Other 
Receivables:                           Fund                Fund                  Fund                   Fund                 Funds                 Total 
   Taxes $5,757,561 $              - $              - $              - $              - $ 5,757,561 
   Miscellaneous 366,574 - - - - 366,574 
   Grants 54,763 - - - 622,020 676,783 
   Accounts      923,388   2,791,699   1,077,480   36,404      410,116    5,239,087 
 
   Gross receivables 7,102,286 2,791,699 1,077,480 36,404 1,032,136 12,040,005 
Less: Allowance for 
   Uncollectibles       (62,783)    (160,737)      (40,184)             -                  -      (263,704) 
 
Net total receivables $7,039,503 $2,630,962 $1,037,296 $36,404 $1,032,136 $11,776,301 
 
Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be 
available to liquidate liabilities of the current period.  Governmental funds also defer revenue recognition in connection 
with resources that have been received, but not yet earned.  At the end of the current fiscal year, the various 
components of deferred revenue and unearned revenue reported in the governmental funds were as follows: 
 
                                                                                                                  Unavailable  
  Deferred grant revenues $   24,476 
  Deferred property taxes receivable (general fund)   618,155   
     Total deferred revenue for Governmental funds $642,631 
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C.   Capital Assets 
 
Capital asset activity for the year ended September 30, 2004 was as follows: 
 
                                                                           Beginning                                                                                 Ending 
     Primary Government                                       Balance                   Increases                 Decreases               Balance 
 
Governmental Activities: 
Capital assets, not being depreciated: 
Land $   5,309,001 $       1,880 $              - $   5,310,881  
Construction in progress    7,287,603  6,739,956  (1,720,806)  12,306,753 
   Total capital assets not being 
      depreciated 12,596,604 6,741,836 (1,720,806) 17,617,634 
 
Capital assets, being depreciated: 
Buildings 25,078,466 359,244 - 25,437,710 
Improvements, other than buildings 79,490,721 1,292,499 - 80,783,220 
Machinery and equipment 32,448,176 2,924,439 (804,834) 34,567,781 
Infrastructure   218,773,770    805,807                 -   219,579,577 
   Total capital assets being depreciated 355,791,133 5,381,988 (894,834) 360,368,287 
 
Less accumulated depreciation for: 
Buildings (8,339,843) (608,148) - (8,947,991) 
Improvements other than buildings (10,067,749) (3,872,388) - (13,940,137) 
Machinery and equipment (19,022,887) (3,071,675) 716,145 (21,378,417) 
Infrastructure   (110,465,429)    (5,550,179)                -   (116,015,608) 
   Total accumulated depreciation (147,895,908) (13,102,390) 716,145 (160,282,153) 
 
   Total capital assets being depreciated     207,895,226    (7,720,401)     (88,689)   200,086,135 
 
Government activities capital 
   assets, net $220,491,829 $   (978,566) $(1,809,495) $217,703,768 
 
Business-Type Activities: 
Capital assets, not being depreciated: 
Land $    5,627,226 $     17,077 $                 - $  5,644,303 
Construction in progress    9,628,952  9,024,410  (18,476,352)      177,009 
   Total capital assets, not being 
     depreciated 15,256,178 9,941,486 (18,476,352) 5,821,312 
 
Capital assets, being depreciated: 
Buildings 46,608,300 2,948,069 - 49,556,369 
Improvements, other than buildings 165,058,083 23,358,988 (3,217,043) 185,200,028 
Machinery and equipment       5,533,299      712,271     (681,241)      5,564,329 
   Total capital assets being depreciated 217,199,682 27,019,328 (3,898,284) 240,320,726 
 
Less accumulated depreciation for: 
Buildings (12,487,349) (1,073,491) - (13,560,840) 
Improvements other than buildings (41,239,012) (4,166,844) 2,681,037 (42,724,819) 
Machinery and equipment       (2,458,870)     (353,785)     218,453    (2,594,202) 
   Total accumulated depreciation (56,185,231) (5,594,120) 2,899,490 (58,879,861) 
 
Total capital assets, being 
   depreciated net,     161,014,451   21,425,208     (998,794)   181,440,865 
 
Business-Type Activities 
   Capital Assets, Net $176,270,629 $30,466,694 $(19,475,146) $187,262,177 
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Depreciation expense was charged to functions/programs of the primary government as follows: 
 
 Governmental activities: 
  General government  $    112,112 
  Public safety  793,992 
  Highways and streets, including depreciation of general infrastructure assets 8,729,526 
  Culture and recreation  1,606,240 
  Capital assets held by the government’s internal service funds are charged 
     to the various functions based on their usage of the assets      1,860,520 
 Total depreciation expense – governmental activities  $13,102,390 
 
 Business-type activities: 
  Water  $  4,546,731 
  Airport  796,979 
  Solid Waste         250,410 
 
 Total depreciation expense – business-type activities  $ 5,594,120 
 
Construction commitments 
 
The government has active construction projects as of September 30, 2004.  The projects center around street 
construction and expansion.  At year-end the government’s commitments with contractors are as follows: 
 
                                                                                                              Estimated 
                                                                                                              Remaining      
                      Project                                               Spent-to-date       Commitment 
 Loop 49 Project $1,284,312 $   885,688  

Grande Blvd. Extension   5,304,817  4,595,183     
 

          Total $6,589,129 $5,480,871 
 
The projects for public purposes are either funded from existing resources held by the general fund or by resources 
held in the capital projects fund. 
 
D.   Interfund receivables, payables, and transfers 
 
The composition of interfund balances as of September 30, 2004, is as follows: 
 
Advances from/to other funds: 
 
                 Receivable Fund               Payable Fund                                Amount 
 General Fund                      2004 CBDG Home Grant $102,242 
 General Fund                      2003 CBDG 97,640 
 General Fund                      HAP Fund 13,377 
 General Fund                      State and Federal Grant   204,279 
 
  $417,538  
 
The interfund balances result from overdrafts in the City’s pooled cash account that were funded by the general 
fund. 
 
 
 
 
 
 
 
 




