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INTRODUCTORY SECTION



 
 

 
 

212 North Bonner, P.O. Box 2039, Tyler, Texas 75702 
 

March 14, 2008  
 

 
The Honorable Mayor, Members of the City Council, and Citizens 
City of Tyler 
Tyler, Texas 
 
 
The City of Tyler, Texas’ (City) Charter requires an audit of the City’s financial activities to be conducted at the end 
of each fiscal year by an independent certified public accountant.  Upon completion of the audit the results shall be 
reported in writing to Council as soon as reasonably possible. This report is published to fulfill that requirement for 
the fiscal year ended September 30, 2007. 
 
Management assumes full responsibility for the completeness and reliability of the information contained in this 
report, based upon a comprehensive framework of internal control.  In developing and maintaining the City’s 
accounting system, consideration is given to the adequacy of the internal control structure.  Internal 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 
that are free of any material misstatements.  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 controls adequately safeguard assets and provide reasonable assurance of proper 
recording of financial transactions.  To further ensure the validity of internal controls, the Internal Auditor continues 
to review key functions and controls annually. 
 
Prothro, Wilhelmi & Company PLLC, Certified Public Accountants, have issued an unqualified (“clean”) opinion 
on the City of Tyler’s financial statements for the year ended September 30, 2007.  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 independent auditor’s report is located at the front of the financial section of 
this report. 
 
Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report and provides 
a narrative introduction, overview, and analysis of the basic financial statements.  The MD&A complements this 
letter of transmittal, and therefore should be read in conjunction with it. 

 
Profile of the Government 
 
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 90 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 107,802.  The City is commonly referred to as the Rose Capital of 
America. 
 
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 
including appointing the various department heads.  Council members serve two-year terms, with three members 
elected every other year.  The mayor also serves for a two-year term.  The mayor is elected at large; the remaining 
Council members are elected by district.  
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The City provides to its citizens those services that have proven to be necessary and meaningful and to which the 
City can provide at the lowest cost.  Major services provided under general government and enterprise functions are:  
police and fire protection, water and sewer services, sanitation services, parks and recreational facilities, library 
services, street improvements, municipal court, code enforcement, development and planning services 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 active and retiree employee 
health and dental coverage. 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 Governmental 
Accounting Standards Board (GASB).  Based on these criteria no other governmental organizations are included in 
this report. 
 
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 no later than 
the close of the prior fiscal year.  Budgetary control has been established at the individual fund level.  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.  
Although the budget is adopted at a fund level, continued line item review and forecasting is done on a monthly and 
quarterly basis throughout the fiscal year to ensure compliance with the budget and completion of projects. 

 
Local Economy 
 
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.  The chief industries in and around 
Tyler include: health care and research; education; grocery distribution; air conditioning unit manufacturing; 
engineering services; cast iron pipes and fitting manufacturing; government services; retail and retail distribution; 
cable & internet services; banking services; meat packing and processing; oil and gas refining; ready mix concrete 
production; and growing and shipping rose bushes.  This diversification is evident in the fact that no single taxpayer 
represents more than 2.6% of assessed valuation in the City. 
 
Four institutions of higher education are located in Tyler.  They are The University of Texas at Tyler, The 
University of Texas Health Science Center, Texas College, and Tyler Junior College.  Primary and secondary 
education is provided by several public school districts as well as eight private / parochial schools in the Tyler area.  
Tyler is also the medical center of East Texas with three hospitals and five specialty hospitals with a total of 1046 
beds.  There are approximately 669 medical doctors and 94 dentists.  Additionally, Tyler has many tourist 
attractions.  The Tyler Rose Festival includes the crowning of the Rose Queen attracting a large number of visitors 
each year.  The azalea trails and craft show in the spring attracts additional tourism.  Tyler State Park is located just 
north of Tyler and provides nature trails and camping in a scenic setting.  Lake Tyler and Lake Tyler East, located 
twelve miles southeast of the City, are popular recreational and fishing sites.  The City actively works with the Tyler 
Economic Development Corporation and local industries to encourage expansions and relocations to our 
community.  Land is available for development; the area has an abundant water supply and typically mild weather.  
The Tyler area cost of living index has consistently been 90-96% of the national average for the past five years.  
Economic incentives as well as historic preservation incentives are available to facilitate business expansions or 
relocations. 
 
Because of its location in a region with a varied economic base, unemployment is relatively stable, and in the last 
five years remained consistently below the state average.  During the past ten years, the unemployment rate has 
ranged from a low of 4.6 percent (2000) to a decade high of 7.5 percent (1996), only to end at the stable current rate 
of 4.1 percent.  The total workforce for the Tyler region has increased from 43,411 in 1996 to 47,301 in 2007.  
Unemployment is expected to remain stable in the near term despite continued fluctuations in the manufacturing 
industries.  The economic development council has helped to create and maintain 9,600 net jobs in the Tyler area 
since its creation in 1989.  Population growth in the last five years was more than double that of the last decade and 
continues to grow based on strong residential permit requests.  The population grew 10 percent from 1990 to the 
year 2000. From the year 2000 to the current year 2007, the growth has been an astounding 29 percent.  State 
officials estimate that as many as 270,000 people come to Tyler each day to work, attend school, seek medical 
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services, or shop.  The first two sections of the Loop 49 Toll Project are complete.  Loop 49 Toll when completed 
will create a horseshoe loop around Tyler connecting the City’s southern regions to Interstate 20.  The loop will 
allow for increased traffic from Interstate 20 into the City of Tyler for shopping and economic development 
purposes.  Along with the Loop 49 project, the Northeast Texas Regional Mobility Authority was authorized in 2004 
to construct, operate and maintain turnpike projects in the state which includes the Tyler area.  Including various 
other means of interstate access, the Tyler Pounds Regional Airport allows for secure and efficient air travel in and 
out of the region.  Total flight boarding’s in 2007 was 78,416.  The East Texas Council of Governments has 
qualified Tyler as the first Certified Retirement City in Texas.  Tyler meets high standards for retiree living such as 
low cost of living, low crime rate, quality health care, abundant recreation and cultural opportunities.     
 
The office space occupancy rate for the City of Tyler was 88 percent in 2006, up from 84 percent in 1995.  The 
office lease space is comprised of three classes for total square footage of 2,052,000.  Tyler had $2.37 billion in 
retail trade gross sales in 2006 up from $1.65 billion in 1997. 
 
The economic outlook for Tyler is encouraging with industrial, commercial, and residential development expected 
to continue.  The potential for sustained development is present, and many governmental and business leaders are 
working to promote positive economic growth. 
 
Economic Signs: 
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Long-term financial planning 
 
Within the policy guidelines set by the Council for budgetary and planning purposes, the City of Tyler must keep a 
designated fund balance equal to 15 percent of total General Fund expenditures.  This goal was met during the 
proceeding fiscal year with a remaining unreserved fund balance designated to be transferred to a General Capital 
Projects Fund to help pay for capital purchases on a cash basis.  In addition to the Capital Projects Fund, the City 
takes advantage of half cent sales tax (4B) dollars to pay for capital projects related to street improvements, drainage 
projects, park improvements and other projects as approved by the board.  By paying cash for capital purchases, the 
Council has the ultimate goal of reducing and eventually eliminating general obligation debt.  The City of Tyler paid 
off the remaining general obligation debt in February 2008. 
 
Council has maintained the lowest property tax rate for mid to large-sized cities in Texas in an effort to balance 
citizen desire for lower property tax rates and the City’s need to match operating costs associated with future 
planning initiatives.  Sales tax has played a large role in allowing the City to obtain this objective with a six year 
average increase of 5.7 percent.  By maintaining an adequate reserve and monitoring future economic conditions, the 
City has an opportunity to provide for future citizen needs in a streamlined and cost effective manner. 
 
Relevant financial policies 
 
The City of Tyler has implemented several financial policies in the prior and current fiscal years.  These include the 
creation of the General Capital Projects Fund, the Sanitation Capital Projects Fund and Retiree Benefits Fund.  Any 
remaining fund balance in excess of the 15 percent designated reserve in the General Fund, Water and Sewer Fund 
and Sanitation Fund are to be transferred to the respective Capital Projects Funds to pay for needed capital 
purchases.  The designated reserve has been increased for the 2006-2007 Fiscal year from 10 percent to 15 percent 
of current expenditures.  The Retiree Benefits fund has been created to better separate and track costs related to 
retiree health, dental and life benefits in an effort to meet future OPEB obligations.    
 
Major Initiatives 
 
Tyler's rapid growth and potential for change make this the critical moment for a new comprehensive plan to guide 
and shape future development. The comprehensive plan, entitled Tyler 21, sets out a strategic framework for making 
decisions about the long-term physical development of Tyler. It defines a vision for the future linked to overall goals 
and policies, and it contains strategies and action items for achieving the goals. During the planning process, 
residents and others with a stake in Tyler's future have the opportunity to articulate and review community values 
and goals through public discussion, create a vision for the kind of place they want Tyler to be for their children and 
grandchildren, and identify the key areas where the city must act -- both to preserve enduring character and to shape 
change so that their vision for Tyler's future can be achieved.   
 
Tyler 21 will provide policy and strategic guidance on the physical development and redevelopment of the City; 
guide the City to actively seek positive change and deflect negative change, rather than simply react to change; 
provide predictability for developers, businesses and residents; help the City save money because it plans for orderly 
investment in services, facilities and infrastructure; and help Tyler preserve the sense of place and identity that make 
it unique.   
 
The Tyler 21 Comprehensive Plan is unique in many aspects including types of participation; visualization of the 
concepts; new approaches and alternatives; most effort spent on difficult topics; and creating zoning compatible with 
the plan.  The Tyler 21 Plan will include alternative scenarios for future growth patterns; shared citywide vision and 
goals; citywide preservation and development strategies; special area plans with concrete actions; incentive-based 
strategies; and a user-friendly zoning and development code.  Early action items have begun to be implemented and 
the Plan was presented to the citizens of Tyler in 2007. 
   
 
 
 
 
 





 





CITIZENS OF TYLER 
 
 

City Boards & Commissions                          CITY COUNCIL                      Citizens Task Force Committees 
 
 

CITY MANAGER 

 
CCCOOOMMMPPPEEETTTIIITTTIIIVVVEEE///CCCOOONNNTTTRRRAAACCCTTTUUUAAALLL   SSSEEERRRVVVIIICCCEEE   DDDEEELLLIIIVVVEEERRRYYY   

OOORRRGGGAAANNNIIIZZZAAATTTIIIOOONNNAAALLL   CCCUUULLLTTTUUURRREEE 
 

BBBLLLUUUEEEPPPRRRIIINNNTTT   
 
 

♦Highest premium placed on 
responsiveness to citizens’ needs 
♦All city services competitively or 
contractually delivered 
♦Department Heads value being in 
accountable leadership; zero tolerance 
for static, status quo performance; sense 
of urgency & strategic fast track 
thinking to keep organization as 
streamlined, adapt-able to change, and 
competitive as possible 
♦Organizational mindset for pro-
action, innovation, service excellence 
and results 
♦All employees trained and 
quantifiably productive 
♦Postured with 21st century technology 
♦Excellence in minimizing liabilities 
and costs, improving service quality & 
delivery, identifying and implementing 
efficiency alternatives, measuring 
service costs, and managing contracts 
for services 
♦Constantly audited for performance 
productivity and operational 
effectiveness 
♦City Manager as business manager 
for city’s new blueprint for competitive 
services, productive staff, & 
technologically correct processes 
 Pursue the Tyler 21 Vision to become 

nationally known for a commitment to 
community, a robust business 
environment, and the beauty of public 
places. 

 

Bob Turner 
 

Legal 
Internal Auditor 

Business Services Manager 
Airport 
Transit 

Dan Brotton 
 

Solid Waste 
GIS 
VES 

Code Enforcement 

Gary Swindle 
 

Police 
911 Dispatch 

 

 
Mark McDaniel 

 
Administrative Services 

Media Relations 
Library 

Technology 
Municipal Court 

Parks 
Water Business Office/Training 

Capital Projects 

Greg Morgan 
 

Water  
Engineering 

Streets 
Purchasing 

 

Michael Wilson 
 

Development Services 
Traffic Engineering 

Neal Franklin 
 

Fire 
EOC 

911 General Operations 
EMS – Contract Administration 
 

Barbara Holly 
 

Planning & Zoning 
CDBG/Housing 





FINANCIAL SECTION



 
 
 
 
 
 

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, 2007, 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 upon 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 
Controller General of the United States.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our 
opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate 
remaining fund information of the City of Tyler, Texas as of September 30, 2007, and the respective changes in 
financial position and cash flows, where applicable, thereof and the respective budgetary comparison for the General 
Fund for the year ended in conformity with accounting principles generally accepted in the United States of 
America. 
 
In accordance with Governmental Auditing Standards, we have also issued a report dated March 11, 2008, 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.  The purpose of that report is to describe the scope of 
our testing of internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards and should be 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’s basic financial statements. The combining non-major fund financial statements, the individual budgetary 
non-major fund schedules, and the accompanying schedules of expenditures of federal and state awards are 
presented for purposes of additional analysis as required by the 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.   
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CITY OF TYLER, TEXAS 
Management’s Discussion and Analysis 
For Year Ended September 30, 2007 
(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, 2007.  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-v 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 

$437,416,020 (Net assets).  Of this amount, $45,603,980 (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 $7,216,636. 

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

fund balances of $51,117,009.  ($16,063,103 is unreserved and available for use within the City’s fund 
designation and fiscal policies.) 

 
• At the end of the current fiscal year, undesignated fund balance for the general fund was $2,476,067 or 5% 

of the total general fund expenditures.  The general fund operating designation was $7,305,209, 15% of 
total general fund expenditures.   

 
• The City’s revenue bond payable decreased $2,440,000.  The City’s general obligation bond payable 

decreased $1,030,000.   
 

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 pages 13-14 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 three categories-governmental funds, proprietary funds and fiduciary 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 20 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 ½ Cent Sales Tax Fund, both of which are considered to be major funds.  Data from the other 18 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 15-18. 

 
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 pay; active 
employee benefit program and retiree benefit program.  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 Utilities, 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 21-23 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 24-25 of this report.  The Fireman’s 
Relief and Retirement Fund is no longer reported in the City’s financial statements; a separate independent audit of the 
Fund’s financial condition will be completed each fiscal year and details can be found in footnote 5:G on pages 49-51.  

 
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 26-52. 
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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 page 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 57-98 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 $437,416,020 as of September 30, 2007. 

 
The largest portion of the City’s net assets, 79%, or $347,581,178, reflects its investments in capital assets (e.g., land, 
buildings, 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 

 2007 2006 2007 2006 2007 2006 

       
Current and other assets  $   71,990,433  $  67,956,755  $  35,265,842  $   35,931,142   $    107,256,275  $ 103,887,897 
Capital Assets     213,901,077    211,904,257        190,833,609     188,719,950         404,734,686     400,624,207 

   Total Assets     285,891,510    279,861,012  226,099,451   224,651,092         511,990,961     504,512,104 
       
Non Current liabilities       10,583,903      10,506,642          54,593,995       56,983,872           65,177,898       67,490,514 

Other liabilities         6,178,208        5,970,679            3,218,835         1,637,643             9,397,043         7,608,322 

  Total Liabilities       16,762,111      16,477,321          57,812,830       58,621,515           74,574,941       75,098,836 
       
Net Assets:       
  Invested in capital assets,       
  Net of related debt     210,591,077    207,182,671        136,990,101     132,481,137         347,581,178     339,663,808 
  Restricted       33,847,339      32,559,636            10,383,523         5,553,965           44,230,862       38,113,601 

  Unrestricted       24,690,983      23,641,384          20,912,997       27,994,475           45,603,980       51,635,859 

Prior Period Adjustment - 786,115 - - - 786,115 
  Total Net Assets    $269,129,399   $264,169,806        $168,286,621     $166,029,577         $437,416,020     $430,199,383 
 
 
An additional portion of the City’s net assets 10 %, or $44,230,862, represents resources that are subject to external 
restriction on how they may be used.  The remaining balance of unrestricted net assets $45,603,980 may be used to meet the 
government’s ongoing obligations to citizens and creditors. 

 
As of September 30, 2007 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.  The following chart illustrates for the current fiscal year the percentage of total net assets each category 
encompasses.  
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Analysis of the City’s Operations - Overall the City had an increase in net assets of $7,216,636. 

 
Governmental Activities:  Governmental activities increased net assets by $4,959,592.  Net assets invested in capital assets, 
net of related debt increased by $3,408,406 due to additions exceeding deletions and a reduction in general obligation debt.  
Restricted net assets increased by $1,287,703 primarily due to increase in money restricted for grants and donations.  
Unrestricted net assets increased by $1,049,599 due to increased sales and use tax collections and increased investment 
earnings.    

 
Total revenues for the governmental activities increased from the previous year by $3,272,531.  General revenue had an 
increase of $1,965,311, which was due to an increase in sales and use taxes and investment earnings.  Program revenues had 
a decrease of $1,307,220, which were primarily due an increase in grant contributions. 
   

Expenses and Program Revenues - 
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Source of Revenue - Governmental Activities
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Business-type Activities:  Net Assets from business-type activities increased by $2,257,044.  This increase was primarily due 
to program revenues exceeding expenses and increased interest earnings.  The airport continues to receive several large FAA 
capital grants to pay for improvements to facilities. 
 

 

Expenses and Program Revenues - Business - type 
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The following table provides a summary of the City’s operations for the year ended September 30, 2007 with comparative 
totals for the year ended September 30, 2006. 
 
 
 
 
 

 
 

 
 
 
 
 

CITY OF TYLER’S CHANGES IN NET ASSETS 

             

                                                         Governmental Activities  Business-Type Activities Total 

 2007 2006 2007 2006 2007 2006 

Revenues:         

Program Revenues:       

 Charges for services  $   10,865,323  $   10,750,977  $   34,792,653  $   37,754,696   $   45,657,976  $   48,505,673 

 Operating grants and contributions       11,667,106       10,100,985                      -                        -         11,667,106       10,100,985 

 Capital grants and contributions            664,756         1,038,003         4,395,723         1,171,731          5,060,479         2,209,734 

General revenues:       

 Property taxes       12,622,887       12,314,640                      -                        -         12,622,887       12,314,640 

 Franchise taxes         8,283,477         8,676,103                      -                        -           8,283,477         8,676,103 

 Sales and use taxes       36,972,343       35,094,518                      -                        -         36,972,343       35,094,518 

 Investment earnings and use of money and property         3,218,698         2,540,255         1,000,842            816,200          4,219,540         3,356,455 

 Gain (loss) on sale of assets          (389,284)              51,294              59,783            130,848           (329,501)            182,142 

 Equity in earnings of joint venture                      -                66,000                      -                        -                        -                66,000 

Total revenues       83,905,306       80,632,775       40,249,001       39,873,475      124,154,307     120,506,250 

 

Expenses:       

  General government         6,426,203         5,573,690                      -                        -           6,426,203         5,573,690 

  Public safety       34,702,549       33,029,011                      -                        -         34,702,549       33,029,011 

  Streets       17,047,887       11,006,417                      -                        -         17,047,887       11,006,417 

  Public Services       13,951,231       16,343,022                      -                        -         13,951,231       16,343,022 

  Culture and Recreation         5,818,106         5,751,590                      -                        -           5,818,106         5,751,590 

  Interest on long-term debt            260,027            252,779                      -                        -              260,027            252,779 

  Water and Sewer                      -                        -         27,457,606       27,076,159        27,457,606       27,076,159 

  Sanitation                      -                        -           9,371,472         8,162,384          9,371,472         8,162,384 

  Airport                      -                        -           1,902,590         1,887,221          1,902,590         1,887,221 

Total Expenses       78,206,003       71,956,509       38,731,668       37,125,764      116,937,671     109,082,273 
  Increases in net assets       

  Before Transfers          5,699,303         8,676,266         1,517,333         2,747,711          7,216,636       11,423,977 

  Transfers          (739,711)            123,963            739,711          (123,963)                      -                        -   

Change in net assets         4,959,592         8,800,229         2,257,044         2,623,748          7,216,636       11,423,977 

Net assets – October 1     264,169,807     254,583,463     166,029,577     163,405,829      430,199,384     417,989,292 

Prior Period Adjustment -             786,115 -  -  -            786,115 

Net assets – September 30  $ 269,129,399  $ 264,169,807  $ 168,286,621  $ 166,029,577   $ 437,416,020  $ 430,199,384 
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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 
$51,117,009.  Approximately 31% of this total amount, $16,063,103, 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, $25,994,333; 2) to pay for debt service, $3,311,936; 3) to pay for the perpetual care of city 
cemeteries, $2,270,281; and 4) to pay for other miscellaneous reservations, $3,477,356.  The City of Tyler also self imposes 
an operating designation in the general fund equivalent to approximately 15 percent of total expenditures, $7,305,209.   

 
In the general fund, the City’s original budget planned for no change in the fund balance on a budget basis.  Additional 
amendments were made to take advantage of additional fund balance for use in productivity pay and capital projects for a net 
budgeted decrease in fund balance of $1,613,740.  Due to actual revenues being more than budgeted and actual expenditures 
being higher than originally budgeted, the actual net increase in fund balance for fiscal year 2007 was $753,551.  Capital 
Projects ½ Cent Sales Tax Fund balance increased in 2007 by $69,216, from $23,194,704 to $23,263,920 primarily due to the 
completion of several multi-year construction projects.  Other governmental fund balances increased in 2007 by $956,932, 
primarily due to an increase in hotel tax dollars and increases in grant contributions. 

 
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 Utilities - $17,101,236, Sanitation - $2,288,425 and Airport - 
$617,690.  The following funds had net asset increases in 2007 as follows: Sanitation- $983,189 and Airport- $3,814,614.  
The Utilities fund had a decrease in net assets of $2,894,321 primarily due to a extremely wet year causing decreased water 
sales. 

 
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 $1,810,384.  The 
majority of increase was due to an additional transfer to the General Capital Projects Fund.   
 
Actual revenues in all categories exceeded the final budgeted amounts by a total of $2,002,172.  Actual Expenditures in all 
categories was less than final budgeted amounts by a total of $424,270. 

 
 

CAPITAL ASSETS 
 

The City of Tyler’s investment in capital assets for its governmental and business-type activities as of September 30, 2007 
amounts to $404,734,686, (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 $4,110,481 or 1 %. 

 
Major capital asset events during the current fiscal year included the following: 
 
 

• $1,339,892 for seven commercial garbage trucks. 
• $535,016 for nineteen fully equipped police cruisers. 
• $550,673 for spray ground park at Faulkner Park. 
• $597,225 for ARFF truck for Airport grounds. 
• $532,890 for eighty-nine Coban units for police vehicles. 
• $522,249 for water tank and well improvements. 
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Capital Assets at Year-end 

          Net of Accumulated Depreciation 

      

 Governmental Activities Business-Type Activities Total 

 2007 2006 2007 2006 2007 2006 

       

Land $10,283,689 $5,992,638 $5,917,529 $5,917,529     $16,201,218 $11,910,167 

Building 19,559,846 20,212,592 34,281,403 35,486,312 53,841,249 55,698,904 

Improvements 54,459,936 60,372,931 137,169,832 140,543,134 191,629,768 200,916,065 

Machinery & Equipment 13,618,345 13,088,863 5,599,230 3,356,403 19,217,575 16,445,266 

Infrastructure 103,587,167 108,360,782 1,959,728 1,515,398 105,546,895 109,876,180 

Construction in Progress   12,392,094 3,876,451 5,905,887 1,901,174 18,297,981 5,777,625 

Total $213,901,077 $211,904,257 $190,833,609 $188,719,950 $404,734,686 $400,624,207 
          
 
Additional information on the City of Tyler’s capital assets can be found in footnote 4:C on pages 38-39 of this report. 

 
 

DEBT ADMINISTRATION 
 

At the end of the current fiscal year, the City of Tyler had a total bonded debt of $57,285,000.  Of this amount, $3,310,000 
comprises general obligation debt and $53,975,000 represents bonds secured solely by water and sewer revenues.   
  

Outstanding Debt at Year End 

Bonds and Notes Payable 

      

Governmental Activities Business-Type Activities Total 

 2007 2006 2007 2006 2007 2006 

       

General Obligations $3,310,000 $4,340,000 $                 - $                 - $3,310,000 $4,340,000 

Revenue Bonds Payable - - 53,975,000 56,415,000 53,975,000 56,415,000 

Total                             $3,310,000 $4,340,000 $53,975,000 $56,415,000 $57,285,000 $60,755,000 
                                          
  
During the fiscal year, the City’s total debt decreased by $3,470,000 or 6 %.  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 Revenue Bond ratings are listed below. 
 
                              Moody’s           Standard 
                                      Investors Service              & Poor’s 
 
General Obligation Bonds                   Aa3                                 AA 
Revenue Bonds                                    Aa3                                 AA 
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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 $556,980,133, 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:F on pages 41-43 of this report. 

 
 

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 
 

• The unemployment rate for the City of Tyler is currently 4.1 percent, which is a slight decrease from a rate of 4.8 
percent a year ago.  This compares favorably to the state’s average unemployment rate of 4.3 percent and the 
national average rate of 4.7 percent. 

• The office space occupancy rate for the City of Tyler has increased steadily from 84 percent over the past 10 years 
to the current 88 percent occupancy rates. 

• Sales tax receipts have increased at a six year average rate of 5.7 percent, as well as property values increasing at a 
six year average rate of 6.97 percent. 

 
All of these factors were considered in preparing the City of Tyler’s budget for the fiscal year 2007-08.  During the current 
fiscal year, unreserved, undesignated fund balance in the General Fund decreased to $2,476,067.  For fiscal year 2007-08, the 
City has budgeted to match revenues and expenditures in the General Fund.  The City of Tyler has also implemented several 
financial policies during the current fiscal year in an attempt to better analyze and track costs.  One such policy includes the 
use of Capital Projects Fund in the Sanitation Fund.  Any remaining fund balance in excess of the 15 percent reserve in the 
Sanitation Fund for fiscal year 2006-07 and 15 percent reserve for fiscal year 2007-08 is to be transferred to the Sanitation 
Capital Projects Fund to pay for capital purchases and on going projects.  Another policy implemented during the adoption of 
the 2007-08 budget is creation of the Retiree Benefit Fund.  The creation of the fund is effective 9/30/2007, and separates 
revenue and expenses related to retiree health, life and dental benefits.  The creation of this fund is in anticipation of GASB 
45 OPEB requirements.  The fiscal year 2007-08 budget was accomplished with adoption of a tax rate below the effective 
rate because of better than expected sales tax receipts and increased property values.  The 2007-08 budget continues to 
incorporate the vision provided by Tyler 21 participants in creating a master plan and desires for future growth.   
 
During 2007-08 Water Utilities plans to complete a water rate study to determine future needs for rate increase in both water 
and sewer categories.  The City continues to collect a storm water drainage fee as a percentage of the water billing to meet 
certain State regulations regarding Storm Water Management.  Further monies are being set aside to pay for capital 
improvements to the water system.  

 
 

REQUEST FOR INFORMATION 
 

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

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 

The Honorable City Council and Audit Committee 
City of Tyler, Texas 
 
We have audited the 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, 2007, which collectively comprise the City’s basic financial statements and have issued our report 
thereon March 11, 2008.  We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 
 
 
Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the City of Tyler, Texas’ internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not to provide an opinion on the internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the City of Tyler, Texas’ internal control over financial reporting. 
 
A control deficiency exists when the design or operation of a control does not allow management or employees, in 
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A 
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the City 
of Tyler, Texas’ ability to initiate, authorize, record, process, or report financial data reliably in accordance with 
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the 
City of Tyler, Texas’ financial statements that is more than inconsequential will not be prevented or detected by the 
City of Tyler, Texas’  internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than 
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the 
City of Tyler, Texas’ internal control. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
financial reporting that we consider to be material weaknesses, as defined above. 

 

Compliance and Other Matters  

As part of obtaining reasonable assurance about whether the City of Tyler, Texas’ financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.  

We noted certain matters that we reported to management of the City of Tyler, Texas in a separate letter dated 
March 11, 2008. 

 





 
 
 
 
 

 
REPORT ON COMPLIANCE WITH REQUIREMENTS  
APPLICABLE TO EACH MAJOR PROGRAM AND ON  

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH  
OMB CIRCULAR A-133  

 
 
 

The Honorable City Council and Audit Committee 
City of Tyler, Texas 
 
 
Compliance 
 
We have audited the compliance of City of Tyler, Texas with the types of compliance requirements described in the 
U. S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement that are applicable to each 
of its major federal programs for the year ended September 30, 2007.  The City of Tyler, Texas’ major federal 
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and 
questioned costs.  Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of 
its major federal programs is the responsibility of the City of Tyler, Texas’ management.  Our responsibility is to 
express an opinion on the City of Tyler, Texas’ compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States 
of America; the standards applicable to financial audits contained in Government Audit Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations.  Those standards and OMB Circular A-133 require that we plan and perform the audit to 
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to 
above that could have a material effect on a major federal program occurred.  An audit includes examining, on a test 
basis, evidence about the City of Tyler, Texas’ compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances.  We believe that our audit provides a reasonable basis 
for our opinion.  Our audit does not provide a legal determination of the City of Tyler, Texas’ compliance with those 
requirements. 
 
In our opinion, the City of Tyler, Texas complied, in all material respects, with the requirements referred to above 
that are applicable to each of its major federal and state programs for the year ended September 30, 2007.   
 
 
Internal Control Over Compliance 
 
The management of the City of Tyler, Texas is responsible for establishing and maintaining effective internal 
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal 
programs.  In planning and performing our audit, we considered the City of Tyler, Texas’ internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose 
of expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, we do not express 
an opinion on the effectiveness of the City of Tyler, Texas’ internal control over compliance. 
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