NOTICE OF SPECIAL MEETING
CITY OF SOUTH PADRE ISLAND
CITY COUNCIL

NOTICE IS HEREBY GIVEN THAT THE COUNCIL MEMBERS OF THE CITY OF SOUTH PADRE ISLAND, TEXAS,
WILL HOLD A SPECIAL MEETING ON:

TUESDAY, MARCH 8, 2016
9:00 A.M. AT THE MUNICIPAL BUILDING,
CITY COUNCIL CHAMBERS, 2"° FLOOR
4601 PADRE BOULEVARD, SOUTH PADRE ISLAND, TEXAS

) Call to order
2. Pledge of Allegiance

3. Public Comments and Announcements: 7his is an apportunity for citizens fo speak to Council relating to agenda
or non-agenda items. Speakers are required fo address Council at the podium and give their name before addressing their
concerns. [Nole: State law will not permit the City Council (o discuss, debate or consider items that are not on the agenda. Citizen
commenis may be referred to City Staff or may be placed on the agenda of a future City Council meeting]

4, Presentation, discussion and action to approve the Comprehensive Annual Financial
Report (CAFR) for the Fiscal Year 2014-15 presented by Quentin Anderson from Long
Chilton, LLP. (Gimenez)

5. Discussion and action to approve revised Tax Increment Reinvestment Zone (TIRZ)
Development and Finance Plan, which includes the revised maps. (Jones/DiLibero)

6. Discussion and action to authorize the City Manager to enter into contract with Market &
Feasibility Advisors, LLC for recently approved feasibility study on grant application
submittals; and approve budget amendment in the amount of $24,000; $14,000 from the
General Fund; $10,000 from CVB. (DiLibero)

7. Discussion and action to approve a budget amendment in the amount of $5,000 from the
Beach Maintenance Fund for Beach Patrol temporary employees. (Smith)
8. Adjourn.

WE RESERVE THE RIGHT TO GO INTO EXECUTIVE SESSION REGARDING ANY OF THE ITEMS POSTED ON THIS AGENDA, PURSUANT TO
SECTIONS 551.071, CONSULTATION WITH ATTORNEY; 551.072, DELIBERATIONS ABOUT REAL PROPERTY; 551.073, DELIBERATIONS ABOUT
GIFTS & DONATIONS; 551.074, PERSONNEL MATTERS; 551.076, DELIBERATIONS ABOUT SECURITY DEVICES: AND/OR 551.086, DISCUSS (A)
COMMERCIAL OR FINANCIAL INFORMATION RECEIVED FROM A BUSINESS PROSPECT WITH WHICH THE CITY IS CONDUCTING
NEGOTIATIONS, OR (B) FINANCIAL OR OTHER INCENTIVES TO THE BUSINESS PROJECT.

DATED THIS THE 3RD DAY OF MARCH 2016, { ’22 ( i . Q%?
% M. Hill,*City Secreta

I, THE UNDERSIGNED AUTTIORITY, DO HEREBY CERTIFY THAT THE ABOVE NOTICE OF MEETING OF THE GOVERNING BODY OF THE CITY OF
SOUTH PADRE ISLAND, TEXAS IS A TRUE AND CORRECT COPY OF SAID NOTICE AND THAT 1 POSTED A TRUE AND CORRECT COPY OF SAID
NOTICE ON THE BULLETIN BOARD AT CITY HALL/MUNICIPAL BUILDING ON MARCH 3, 2016 AT/OR BEFORE 5:00 P.M. AND REMAINED SO
POSTED CONTINUOUSLY FOR AT LEAST 72 HOURS PRECEDING THE SCHEDULED TIME OF SAID G.

“

Susan M. Hill, City Secretary '

ACILITY IS WHEELCHAIR ACCESSIBLE, AND ACCESSIBLE PARKING SPACES ARE AVAILABLE, REQUESTS FOR ACCOMMODATIONS OR
RPRETIVE SERVICES MUST BE MADE 48 HOURS PRIOR TO THIS MEETING. PLEASE CONTACT BUILDING OFFICIAL, JAY MITCHIM; ADA
_ DESIGNATED RESPONSIBLE PARTY AT (956) 761-1025,

Agenda: March 8, 2016 Council Special Meeting
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Item No. 4

CITY OF SOUTH PADRE ISLAND
CITY COUNCIL MEETING
AGENDA REQUEST FORM

MEETING DATE: March 8, 2016

NAME & TITLE: Rodrigo Gimenez, Finance Director
DEPARTMENT: Finance

ITEM

Presentation, discussion and action to approve the Comprehensive Annual Financial Report
(CAFR) for the Fiscal Year 2014-15 presented by Quentin Anderson from Long Chilton, LLP.

ITEM BACKGROUND

BUDGET/FINANCIAL SUMMARY

COMPREHENSIVE PLAN GOAL

LEGAL REVIEW

Sent to Legal: YES: NO:
Approved by Legal: YES: NO:
Comments:

RECOMMENDATIONS/COMMENTS

Rev. #4 - 8/25/11



CITY OF SOUTH PADRE ISLAND, TEXAS

COMPREHENSIVE ANNUAL
FINANCIAL REPORT

For the Fiscal Year Ended
September 30, 2015



City of South Padre Island, Texas
COMPREHENSIVE ANNUAL FINANCIALL REPORT
For The Fiscal Year Ended September 30, 2015

TABLE OF CONTENTS

INTRODUCTORY SECTION
Letter of Transmittal
GFOA Certificate of Achievement
Organizational Chart
List of Principal Officials

FINANCIAL SECTION
INDEPENDENT AUDITORS' REPORT
MANAGEMENT'S DISCUSSION AND ANALYSIS

BASIC FINANCIAL STATEMENTS
Government-wide Financial Statements
Statement of Net Position - 2015
Statement of Activities - 2015

Fund Financial Statements
Governmental Fund Financial Statements

Balance Sheet

Reconciliation of the Balance Sheet of the Governmental Funds
to the Statement of Net Position

Statement of Revenues, Expenditures and Changes in Fund Balances

Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balance of the Governmental Funds to the
Statement of Activities

Notes to Financial Statements
REQUIRED SUPPLEMENTARY INFORMATION

General Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance —
Budget and Actual
Hotel/Motel Tax Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance —
Budget and Actual
Convention Centre Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance —
Budget and Actual
Transportation Grant
Schedule of Revenues, Expenditures and Changes in Fund Balance —
Budget and Actual
Gnulif Boulevard Rebuild Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance —
Budget and Actual

13

19

27
28

30
33
34

36

37

66

68

69

70

7



City of South Padre Island, Texas
COMPREHENSIVE ANNUAL FINANCIAL REPORT
For The Fiscal Year Ended September 30, 2015

TABLE OF CONTENTS -~ CONTINUED

REQUIRED SUPPLEMENTARY INFORMATION - Continued

Construction in Progress Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance —
Budget and Actual
Beach Nourishment Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual

Schedule of Changes in Net Pension Liability-and Related Ratios
Schedule of Contributions

Notes to Schedule of Contributions

Notes to the Required Supplementary Information

OTHER SUPPLEMENTARY INFORMATION

Nonmajor Governmental Funds
Combining Balance Sheets
Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Debt Service Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget and Actual

Component Unit

South Padre Island Economic Development Corporation

Combining Balance Sheet

Reconciliation of the Combining Balance Sheet of the Component Unit
to the Statement of Net Position

Combining Statement of Revenues, Expenditures and Changes
in Fund Balance

Reconciliation of the Combining Statement of Revenues, Expenditures
and Changes in Fund Balance of the Component Unit Funds to the
Statement of Activities

STATISTICAL SECTION
Net Position by Component
Changes in Net Position
Fund Balances of Governmental Funds
Changes in Fund Balances of Governmental Funds
Assessed Value and Actual Value of Taxable Property
Direct and Overlapping Property Tax Rates

72

73

75
76
77
78

86
87

88

89

93
94
95
96
98



City of South Padre Island, Texas
COMPREHENSIVE ANNUAL FINANCIAL REPORT
For The Fiscal Year Ended September 30, 2015

TABLE OF CONTENTS — CONTINUED

Page No,
STATISTICAL SECTION - Continued
Principal Property Taxpayers 100
Property Tax Levies and Collections 101
Tax Revenues by Source - Governmental Funds 102
Ratio of Outstanding Debt by Type 103
Ratio of General Bonded Debt Outstanding 104
Direct and Overlapping Governmental Activities Debt 105
Pledged-Revenue Coverage 106
Demographic and Economic Statistics 107
Principal Employers 108
Full-Time Equivalent City Government Employees by Function/Program 109
Operating Indicators by Function 110
Capital Asset Statistics by Function/Program 111
Miscellaneous Statistical Data 112
COMPLIANCE SECTION

Independent Auditors’ 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 115
Independent Auditors' Report on Compliance for Each Major Program and on

Internal Control over Compliance Required by OMB Circular A-133 119
Independent Auditors’ Report on Compliance for Each Major Program and on

Internal Control over Compliance Required by State of Texas Uniform Grant

Management Standards Chapter IV Texas Single Audit Circular 123
Schedule of Findings and Questioned Costs 127
Schedule of Status of Prior Audit Findings 130
Schedule of Expenditures of Federal Awards 131
Notes on Accounting Policies for Federal Awards 133
Exit Conference 134



,PW

ISLAND

March 3, 2016

The Honorable Mayor, Council Members. and Citizens
of the City of South Padre Island, Texas:

We are pleased to submit 10 you the Comprehensive Annual Financial Report (CAFR) of the City of South Padre
Island (City), Texas for the fiscal year ended September 30, 2015. This report was prepared from the books and
records of the City of South Padre Island, Texas and includes the financial activities of the primary government and
its component unit. All disclosures necessary to enable the reader to gain an understanding of the City's financial
activities have been included.

Responsibility for both the accuracy of the presented data and the completeness and faimess 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 1s reported in a manner designed to present fairly the results of operations of the various
funds of the City,

The goal of the independent audit, conducted by Long Chilton, LLP, was to provide reasonable assurance that the
financial statements of the City for the fiscal year ended September 30, 2015, were free of material misstatement.
The independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; assessing the accounting principles used and significant esumates made by management; and
evaluating the overall financial statement presentation. The independent auditor’s report is included in this
document.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management's Discussion and Analysis (MD&A). This letter of transmittal is
intended to complement the MD&A and should be read in conjunction with it. The City's MD&A can be found
immediately following the report of the independent auditors.

PROFILE OF THE CITY

Known as the Tropical Tip of Texas, the City is a tourist oriented resort community as well as a certified retirement
community. The white sandy beaches of South Padre are known throughout the United States and are ranked as one
of America’s top 10 beaches. The City occupies approximately 2.5 square miles and serves a full time residential
population of approximately 5,900.

The Town of South Padre Island was incorporated in 1973, and became the City of South Padre Island when the
Home Rule Charter was adopted in 2009. The City operates under the council-manager form of government. Policy
making and legislative authority are vested in a governing council consisting of the Mayor and five (5) Council
members. City Council is responsible, among other things, for passing ordinances, adopting the budget, appointing
committees, and hiring both the City Manager and the City Attorney. The City Manager is responsible for carrying
out the policies and ordinances of the City Council, for overseeing the day-to-day operations of the City, and for
appointing heads of various departments. The Mayor and the Council members serve three (3) year staggered terms
and are elected at large.
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In order to provide a safe and attractive environment as well as ensure suitable street infrastructure, the Public
Works Department continued with street and sidewalk improvements. Phase III of the Gulf Boulevard improvement
project has begun and has improved pedestrian safety by relocating street parking to the west side of the street and
providing wider walking areas as well as bicycle pathways. The relocation of parking to the opposite side of the
street has helped to remove the potential of a pedestrian or cyclist not being seen. Sidewalks have also been added to
the west side of Gulf Blvd, providing more pedestrian pathways for visitors and residents to travel freely. A Tax
Anticipation Note for Phase IV of the Gulf Boulevard improvement project was issued during fiscal year ending
September 30, 2015. Construction for Phase IV of the project is expected to go out for bidding in spring 2016.

The first phase of the approximate $3 million upgrade to the Convention Centre infrastructure has been completed.
This included replacement of the skylights in the lobby with windstorm-rated roofing matenial, replacing exterior
doors, replacing a portion of the parking lot with concrete, improving site drainage, improving parking lot lighting
for safety, landscaping, and strengthening the exterior walls of the building to increase structural integrity. The
second phase of the upgrade is currently underway. The second phase wall be focusing on the interior space and
patron amenities.

The beach re-nourishment is accomplished with beneficial use of dredge material and has provided over a mile of
sand to beach areas. This sand is the same sand the Island beaches already have, but over time it has traveled with
the currents and settled within the Brownsville ship channel. The City’s beaches receive the sand removed from the
current dredge of the channel, providing a solution for both the Island coastline and the Army Corps of Engineers.

The Transit Department has begun Phase 1 of the Multimodal Transportation hub, This facility answers the need to
support the connection between South Padre Island and the regional metro system throughout the Rio Grande
Valley. It will provide passenger services and amenities to residents and visitors in eastern Cameron County
allowing better access to intercity travel. Upon completion, South Padre Island will have a dedicated bus service
terminal that reflects the City's locally developed transportation plan specifically targeting transportation challenges
in the mulu-modal network transportation plan to meet the City's current and future transit needs. This project will
allow safe, reliable and efficient movement throughout the region while providing a transfer facility with passenger
amenities. The second phase of construction is expected to begin summer 2016. The multi-tenant user-friendly
building should be completed by summer, 2017. The local transportation system known as Island Metro provides a
service that has a significant impact on our island by facilitating travel for visitors and commuters. Additionally, a
new intercity bus service transportation program referred to as Metro Connect started during the fiscal year.

The community center project was approved and the renovation of old city hall has begun. The project is expected to
be completed and it is anticipated to open within the next few months. The community center will provide the South
Padre Island community a facility to use for public programs and events.

City Council implemented a Tax Increment Reinvestment Zone (TIRZ). TIRZs are special zones created by City
Council to attract new investment to a specific area. TIRZs help finance the cost of redevelopment and encourage
development in an area that would otherwise not attract sufficient market development in a timely manner.
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FACTORS AFFECTING FINANCIAL CONDITION

Local Economy

The City of South Padre Island is a tounist oriented resort community. The Queen Isabella Causeway crossings are
estimated to be 7,800,000 per vear per the Texas Department of Transportation. In the most recent Resort Market
Analysis, an estimated 4.35 million visitors come to the island annually. As a result of the City's dependence on
tourism, visitor travel may reflect the swings in the national and state economy as well as the economy of northern
Mexico. Despite the economic uncertainties, the City has experienced stability in revenue receipts. Stable property
tax receipls, increases in sales tax as well as hotel/motel tax receipts are key indicators of the strength of the City’s
economic position.

Long Term Financial Planning

Budgeting is an essential element of the financial planning, control and evaluation process of municipal government.
Multi-year budgeting provides a means to identify the impact of implementing new programs and projects on future
budgets. The Five Year Financial Plan is the City's long range operations and capital plan. The plan includes all of
the operating departments of the General Fund as well as the capital improvement funds of the City, The plan is
reviewed and updated annually.

POLICIES AND PRACTICES
Internal control

City management is responsible for establishing and maintaining an internal control structure designed to ensure that
the assets of the City are protected from loss, theft, or misuse and to ensure that adequate accounting data are
compiled to allow for the preparation of financial statements in conformity with generally accepted accounting

principles.
Single Audit

As a recipient of federal assistance, the City is also responsible for ensuring that an adequate internal control
structure is in place to ensure compliance with applicable laws and regulations related to those programs. This
internal control structure is subject to periodic evaluation by management.

As part of the City’s single audit, tests are made to determine the adequacy of the internal control structure,
including that portion related to federal financial assistance programs, as well as to determine that the City has
complied with applicable laws and regulations. The results of the City’s single audit for the fiscal year ended
September 30, 2015, identified no material weaknesses of the internal control or violations of applicable laws and
regulations.
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OTHER INFORMATION
Independent Audit

The City is incorporated under the Laws of the State of Texas and is required to have an annual audit and prepare
annual financial statements. This audit was also designed to meet the requirements of the Federal Single Audit Act
as amended and the requirements of U.S. Office of Management and Budget (OMB) Circular A-133.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of South Padre: Island for its comprehensive annual
financial report for the fiscal year ended September 30, 2014. This was the twenty fifth consecutive year the City has
achieved this prestigious award. In order to be awarded a Certificate of Achievement, a government must publish an
easily readable and efficiently organized comprehensive annual financial report. This report 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 that our current comprehensive annual financial report continues to meet the
Certificate of Achievement Program's requirements, and we are submitting it to the GFOA to determine its eligibility
for another certificate.

Additionally, the City of South Padre Island was awarded the Distinguished Budget Presentation Award for the Fiscal
Years beginning October 1, 2013 and October 1, 2014. To receive the award, the Finance Department had to satisfy
nationally recognized guidelines for effective budget presentation. The budget. is ranked on how well it serves as a
policy document, a financial plan, an operations guide, and a communications device. All four categories must be
rated proficient and within the four categories, fourteen mandatory criteria must as also be met.

Acknowledgments
We would like to thank the Finance Department staff and the Department Directors for their diligent efforts in the

preparation of the annual financial report. Also, we would like to thank the Mayor and Council Members, It is their
leadership, and support of the City, that helped make the preparation of this report possible.

Sincerely,
> -
William DiLibero, City Manager Rodrigo Gimenez, Finance Director

“A Certified Retirement Community”
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CERTIFIED PUBLIC ACCOUNTANTS
BUSINESS CONSULTANTS

LONG CHILTON, LLP

APARTNERSH® OF PROFESSIONAL CORPORATIONS AND INCHVIDUALS

402 Eest Tyler

Ao ke of CPAa Harlingen, Texas 78550

(956) 423-3765
Fax (956) 428-7520

INDEPENDENT AUDITORS’ REPORT wwit.langchilton.com

The Honorable Mayor and
Members of the City Council
City of South Padre Island, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the aggregate discretely
presented component unit, each major fund, and the aggregate remaining fund information of City of South Padre
Island, Texas as of and for the year ended September 30, 2015 and the related notes to the financial statements,
which collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or eirror. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

13
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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 aggregate discretely presented component unit, each major
fund, and the aggregate remaining fund information of the City of South Padre Island, Texas, as of September 30,
2015 and the respective changes in financial position, for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Change in Accounting Principle

As described in Note A4 to the financial statements, in 2015, the City adlopted new accounting guidance, GASB
Statement No. 68, Accounting and Financial Reporting for Pensions and GASB Statement No. 71, Pension
Transition for Contributions Made Subsequent to the Measurement Date. OQur opinion is not modified with respect
to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and required supplementary information on pages 19 through 26 and 66 through 78 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we: obtained during our audit of the basic
financial statements, We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of South Padre Island’s basic financial statements. The introductory section, the other supplementary
information, and statistical section, are presented for purposes of additional analysis and are not a required part of
the basic financial statements. The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is also not a required part of the basic financial statements.

The other supplementary information and the schedule of expenditures of federal awards are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used ti prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the ather supplementary information and the
schedule of expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
staternents as a whole.

15
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The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 3, 2016, on our
consideration of the City of South Padre Island’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters, The
purpose of that report is to describe the scope of our festing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering City of South Padre Island’s internzal control over financial reporting and compliance.

Fong Chilss_, L1

LONG CHILTON, LLP
Certified Public Accountants.

Harlingen, Texas
March 3, 2016
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Management’s Discussion and Anslysis

As management of the City of South Padre Island (the City), we offer readers of the City's financial statements this
narrative overview and analysis as of September 30, 2015. We encourage readers to consider the information presented
here in conjunction with additional information that we have fumished in our letter of ummuml which can be found on

pages 5-8 of this report.

Financial Highlights

s  The assets of the City of South Padre Island exceeded its liabilities at the close of the most recent fiscal year by
$38,205,195 (net position). Of this amount, $7,484,310 (unrestricted net position) may be used to meet the
govemment’s ongoing obligations to citizens and creditors.

»  Total net position for the City of South Padre Island increased by $3,739,001 during the fiscal year, The change
in net position results from $4,116,858 from current year activities and a reduction in beginning net position of
$377,857 due to implementation of GASBS Statement No. 68 and a lease adjustment as disclosed in Note S.

®  As of the close of the current fiscal year, the City of South Padre Island governmental funds reported combined
ending fund balances of §22,261,290. Approximately 31% of this amount, $6,857,609 is avmlnbla for spending
at the govemment's discretion (unassigned fund balance).

e  Atthe end of the current fiscal year 62%, §13,843,005 of the governmental funds fund balance was restricted and
spproximately 7%, $1,560,676 was non-spendable.

® The City of South Padre Island’s total debt increased by $2,485,000 during the current fiscal year. This increase
is the result of a $2,905,000 Tax Anticipation Note issued to construct drainage improvements along Gulf Blvd
during the fiscal year, net of payments of principal on outstanding debt.

Overview of the Financial Statements

This discussion and anelysis is intended to serve as an introduction to the City’s basic financial statements. The City of
South Padre Island’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, including information on individual funds.

Government-wide financial statements. The govemment-wide financial statements include the Statement of Net
Position and the Statement of Activities. These statements are designed to provide readers with a broad overview of the
City of South Padre Island finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets, defierred outflows of resources, and deferred
inflows of resources and liabilities, including capital assets and long-term obligations. The difference between assets and
deferred outflows from liabilities and deferred inflows is reported as net position. Over time, increases or decreases in net
position may serve as & useful indicator of whether the financial position of the City is improving or deteriorating. Other
indicators of the City’s financial position should also be taken into consideration, such as the change in the City's property
tax base and condition of the City’s infrastructure (i.e. roads and drainage systems), in order to more accurately assess the
overall financizal condition of the City.

The statement of activitics presents information showing how the City's net position changed during the most recent fiscal
year, All changes in net position are reported as soon as 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 future fiscal periods (e.g., uncollected taxes and eamned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally supported by taxes
end intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities). The governmental activities of
the City of South Padre Island include general government, public safety, public 'works, transportation, community service
and convention and visitors bureau. There are no business-type ectivitics of the Clity of South Padre Island.

The government-wide financial statements include not only the City of South Padre Island itself (known as the primary
govemment), but also a legally separate Economic Development Corporation for which the City of South Padre Island is
financially accountable, Financial information for this component unit is reported separately from the financial
information presented for the primary government itself.
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In fiscal year 2015, the City adopted new statements of financial accounting standards issued by the Governmental
Accounting Standards Board:

1. Statement No. 68, Accounting and Financial Reporting for Pensions - an amendment of GASB Statement No. 27

2. Statement No. 69, Government Combinations and Disposals of Government Operalions

3. Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date — an
amendment of GASB Statement No. 68.

Statement No. 68 establishes standards of accounting and financial reporting, but not funding or budgetary standards, for
defined benefit pensions and defined contribution pensions provided to the employees of state and local govemment
employers through pension plans that are administered through trusts or equivalent arrangements. This Statement replaces
the requirement of Statement No. 27, Accounting for Pensions by State and Local Governmental Employers, as well as the
requirements of Statement No. 50, Pension Disclosures, us they relate to pensions that are provided through pension plans
within the scope of the Statement,

The requirements of Statement No. 68 apply to the financial statements of &ll state and local govemnmental employers
whose cmployees gre provided with pensions through pension plans that are administered though trusts or equivalent
amrangements and to the financial statements of state and local governmental nonemployer contributing entities that have a
legal abligation to make contributions directly to such pension plans. This Statement establishes standards for measuring
and recognizing liabilities, deferred outflows of resources, and deferred inflows of resources, and expense/expenditures
related to pensions. Note disclosure and RSI requirements about pensions also are addressed. For defined benefit pension
plans, this Statement identifies the methods and assumptions that should be used to project benefit payments, discount
projected benefit payments to their actuarial present value, and attribute that present value to periods of employee service.

The adoption of Statement No. 68 has no impact on the City's govemnmental fund financial statements, which continue to
report expenditures on the contributions to the TMRS plan. The calculation of pension contributions is unaffected by the
change. However, the adoption has resulted in the restatement of the City's beginning net position for the fiscal year 2014
government-wide financial statements to reflect the reporting of net pension liabilities and deferred inflows of resources
and deferred outflows of resources for its qualified pension plan and the récognition of pension expense in accordance
with the provisions of the Statement. Net position as of October 1, 2014 was decreased by $364,892 to reflect the
cumulative effect of adoption.

There was no impact on the City’s financial statements as a result of the implementation of Statement No. 9.

Statement No. 71 amends Statement No. 68 to require that, at transition, a govemnment recognize a beginning deferred
outflow of resources for its pension contributions, if any, made subsequent to the measurement date of the beginning net
pension liability. Since the measurement date of the pension plan was different than the City's fiscal year-end, the effect
from the City’s reported contributions to the plan subsequent to the respective measurement date of the plan is an increase
in deferred outflow of resources and a decrease in net position.

Fund financial statements. The fund financial statements are designed to report information about groupings of related
accounts which are used to maintain control over resources that have been segregated for specific activities or objectives,
The City of South Padre Island, 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 are considered governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. Most of the City's basic services are reported in
govenmental funds, which focus on how cash and other financial assets can readily be converted to available resources
and on the available balances left at year-end. This information may be useful in determining what financial resources are
available in the near future to finance the City's programs. Other funds zre referred to as non-major funds and are

presented as summary data.

Because the focus of govemnmental fund level statements is marrower 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. In addition to the governmental fund balance
sheet and the statement of revenues, expenditures, and changes in fund balance, separate statements are provided that
reconcile between the government-wide and fund level statements.
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The City of South Padre Island maintains 17 individual governmental funds. Information is presented separately in the
govenmental fund balance sheet and in the governmental fund statement of r'evenues, expenditures, and changes in fund
balances for the General Fund, the Hotel/Motel Fund, the Convention Centre Fund, Transportation, Gulf Blvd. Rebuild
Fund, Construction in Progress Fund and the Beach Nourishment Fund, 2!l of which are considered to be major funds.
Data for the other governmental funds are combined into a single, aggregated presentation. Individual fund data for each
of these non-major governmental funds is provided in the form of combining statements elsewhere in this report.

The City follows Governmental Accounting Standard Board (GASB) Statement 54 - “Fund Balance Reporting and
Govenmental Fund Type Definitions.” This standard provides for a structured classification of fund balance. The
hierarchy of five possible classifications is as follows.

Non spendable fund balances are balances that cannot be spent because they are not expected to be converted to cash or
they are legally or contractually required to remain intact.

The spendable fund balances include restricted, committed, assigned and unassigned based upon the hierarchy of spending
constraints. Restricted: fund balances that are constrained by external parties, constitutional provisions or enabling
legislation; Committed: fund balances that contain self-imposed constrains of the government from its highest level of
decision making authority (the city council); Assigned: fund balances that contained self-imposed constraints of the
government to be used for a particular purpose (the city manager has the authority to assign funds for specific purposes);
and Unassigaed: fund balance of the general fund that has not been constrained for any particular purpose.

Notes to the financial statements. The notes provide additional information (hat is essential to a full understanding of the
data provided in the govemment-wide and fund financial statements,

Other information. In addition to the basic financial statements and accompanying notes, The City of South Padre Island
adopts an annus! eppropriated budget for its General Fund, certain Special Revenue Funds, and its Debt Service Fund.
Budgetary comparison statements have been provided for these funds to demonstrate compliance with budget. This report
also presents certain required supplementary information conceming the City’s progress in funding its obligation to
pravide pension benefits to its employees.

Government-wide Financial Analysis
The following table reflects a summary of Net Position compared to the prior year:
Total Total
Governmental Governmental
Activities Activities
2015 2014

Current and other assets $24,486,577 $20,440,552
Capital assets 27,602,796 24,533,13

Total assets 33080373 44 973,
Deferred outflows related to pension

Deferred refunding 22588 256922

amount on 3,565
Total deferred outflows of resources 1,147,532 336,003
LIABILITIES
Qe s e
1 S—
EFERRED INFLOWS OF :
RESQURCES

Deferred inflows related to pension

iabilities 142,474 -

NET POSITION

Net Investment in capital assets 16,920,738 16,216,778
Restricted lgﬁgg.m 11,858,921

Unrestricted :4 %10 6,%90,495
Total net position 5 466,
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As noted earlier, net position may serve over time as a useful indicator of & govemnment’s financial position. Inthe case of
the City of South Padre Isiand, assets and deferred outflows of resources exceeded liabilities and deferred inflows by
$38,205,195 at the close of the most recent fiscal year,

A large portion of the City's net position (44%) reflects its investment in capital assets (e.g., land, buildings, machinery,
and equipment), less any related debt used to acquire those assets that is still outstanding. The City uses these capital
assets to provide services 10 citizens; conseqguently, 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 thait 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.

Changes In Net Position. Governmental activities increased the City's net position by §3,739,001. Total revenues
increased approximately $1,239,794 mainly due to additional grant funds. Other increases in revenue of sales tax (2% or
$44,256), hotel motel! tax (1% or $76,830) and hotel motel beach maintenance tax (1% or $27,193) contributed to the fund
balance increase. The increase on hotel motel beach maintenance tax is associsted with the additional 1% hotel/motel
occupancy tax allocation from the State. Expenses during the fiscal period increased slightly by ($100,970 or 1%). This
increase was partially due to the cost to issue tax anticipation notes for Guif Boulevard, and an increase in public works
related to additional beach maintenance personnel.

Total Total
Governmental Governmental
Activities Activities
2015 2014
Program Revenues:
Charges for Services $1,626,636 $1,652,770
Operating Grants & Contributions 2,160,260 1,220,114
Capital Grants & Contributions 662,306 439,114
General Revenues:
Property Tax 6,551,645 6,520,967
Sales Tax 2,343,830 2,299,574
Franchise Tax 862,253 851,056
Hotel Motel Tax 7,160,795 7,083,965
Hotel Motel Beach Mtn. Tax 2,171,319 2,144,126
Mixed Beverage Tax 319,259 305,351
Gain (loss) on Sale of Capital
ron Sl 8 56,072
Interest & Other 279,083 324,541
Total Revenues 24,137,444 22,897,650
Program Expenses:
General Government 3,549,479 3,403,281
Public Safety 5,534,493 5,635,589
Public Works 3,033,574 2,778,620
Transportation 1,639,747 1,547,923
Community Service 47,101 135,357
Convention and Visitors Bureau 5,833,410 6,121,250
Bond Issuance costs 103,079 -
Interest on long-term debt 279,703 297,596
Total Expenses 20,020,586 19,919,616
Iricrenie (cecroase) o net 4,116,858 2,978,034
position
Beginning Net Position 34,466,194 31,488,160
Prior period adjustment (377,857) -
Ending Net Position $38,205,195 $34,466,194
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The chart below illustrates the City's governmental expense and revenues by function: general government; public safety;
public works; transportation; community service, convention and visitors bureau, bond issuance costs and interest on long-
term debt.

Government-wide Program Expenses and
Revenues - Governmental Activities

$6,000,000.00
$5,000,000.00
$4,000,000.00
$3,000,000.00
$2,000,000.00

W Expenses

$1,000,000.00
® Program Revenue

$0.00

General revenues such as property taxes, sales taxes and franchise fees are not shown by program, but are used to support
all governmental activities. Hotel Motel Taxes are the largest source of general governmental revenues, followed by
Property Tax and Sales & Franchise Tax.

Government-wide Revenues by Source -
Governmental Activities

B Property Taxes 33.2%

B Sales & Mixed Beverage Tax 13.3%
Franchise Fees 4.3%

W Hotel/Motel Taxes 47%

N investments & Other 2.2%




Financial Analysis of the Government’s Funds

In comparison to the government-wide statements, the fund-level statements focus on the key funds of the City, The City
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental funds. The focus of the City of South Padre Island’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, unassigned fund balance may serve as a useful measure of a government’s net resources
available for spending st the end of the fiscal year,

As of the end of the current fiscal year, the City of South Padre Island’s governmental funds reported combined ending
fund balances of $22,261,290 an increase of $3,457,034 in comparison with the prior year, Approximately 31%, or
$6,857,609 constitutes unassigned fund balance, which is available for spending at the government's discretion. The
General Fund six month reserve required by City Charter amounts to $5,600,156 and is contained within the unassigned
fund balance of the general fund. The restricted funds are 62% or $13,843,005 of the total fund balance. This portion is
the amount of the fund that is subject to externally enforceable legal restrictions such es imposed by creditors, grantors,
laws or regulations or imposed by law through constitutional provisions or enabling legislation. Approximately 7% or
$1,560,676 of the fund balance is nonspendable; in this case all of the §1,560,676 consists of prepaid expenses.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned fund balance of
the General Fund was $6,835,686 while total fund balance reached $6,892,007. As & measure of the general fund's
liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total find expenditures.
Unassigned fund balance represents 65% of total gencral fund expenditures, while total fund balance represents 66% of
that same amount.

The fund balance of the City General Fund decreased by $14,398 during the current fiscal year:

In comparison with last year, the total actual expenditures increased by $283,643, The increase is primarily due to capital
outlay associated with Old City Hall renovations and Gulf Blvd repairs. Revenues increased by $111,493 mainly due to an
increase in non-property taxes, fees and services, and license and permits.

Non-property taxes for both the Hotel Motel and Convention Centre fimds, increased by 1% or $76,830 compared to last
fiscal year. The Hotel Motel fund expenditures increased by $207,074 while the Convention Centre fund balance
decreased $1,270,348 due to a comprehensive Convention Centre exterior renovation, Costs associated with the renovation
are reflected in the Construction in Progress Fund.

The Transportation fund didn't have significant variances in fund balance. A total of $903,058 was spent in construction
and engineering services for the future Transit Multimodal facility. Two new busis were purchased, at a cost of
$159,927and edded to our existing fleet.

A Tax Anticipation Note was issued to finance improvements to Gulf Blvd. This amount is reflected in the Gulf Blvd.
Rebuild Fund,

The fund balance of the Beach Nourishment fund increased by 17% or $§414,602 clue to reduction of expenditures
associated with the beneficial uses of dredge material project.

General Fund budgetary highlights

The original budget of the General Fund was amended 22 times during fiscal 'year 2014-2015. A community center
project was approved for $144,362 to renovate Old City Hall to create a facility for public programs and events. A
beautification initiative worth $30,000 was approved to add post and rope fencing to vacant lots along Padre Blvd. Gulf
Blvd. Phase Il improvements as well as sidewalk improvements on Sunset were approved for $428,000. This amount
included $150,000 from a Texas General Land Office (GLO) Grant.
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General Fund budget variances

During the year, revenues were $235,598 higher than budgeted. This change can be primarily attributed to an increase of
$123,515 in Building Permit activity and miscellaneous revenue received from & legal settlement in the amount of
$110,691.

Total expenditures were $795,411 less than what was budgeted. All operating and capital outlay expenditures of the
general fund departments were under budget. The Police Department was $177,972 under budget due to lower than
anticipated personnel expenses. The Fleet Management department had significant savings in fuel costs, due to lower gas
prices, and on vehicle parts and repairs which contributed to being $110,545 under budget.

Capital Asset and Debt Administration
Capital Assets. The City’s investment in capital assets for its govenmental nctivities as of September 30, 2015 amounts
to $27,602,796 (net of accumulated depreciation). This investment in capital assets includes land, buildings, equipment,

streets and construction in progress. Additional information on capital assets can be found in Note G. Capital asset
balances are 2s follows:

Capital Assets, Net of Accumulsted Depreciation

September 30
Total Total
Governmental Governmental
Activities Activities

2015 2014
Land $ 1,497,793 $ 1,497,793
Construction in progress 1,279,306 611,836
Buildings 17,574,140 15,246,285
Improvements 2,079,892 1,944 406
Furniture and equipment 1,923,727 2,480,371
Infrastructure 3,247,938 2,752,448
Total net position $27,602,796 $24,533,139

Long-term debt. At the end of the current fiscal year, the City had total bonded debt outstanding of $9,505,000. The
table below reflects the outstanding debt at the fiscal year end. Additional information can be found in Note J. The City’s
outstanding bonds underlying rating is “AA+/Stable” by Standard and Poor’s Rating Service and Aa2 Moody's rating.

Outstanding Debt
September 30
Total Total
Governmental Governmental
Activities Activities
2015 2014
General Obligation Bonds $6,600,000 $7,020,000
Tax Anticipation Notes 2,905,000 g -
$9,505,000 $7,020,000




The City of South Padre [sland’s total bonded debt increased by $2,485,000 during the current fiscal year. This change is
the result of paying $235,000 principal on the General Obligation 2005 series bonds, $160,000 principal on the General
Obligation 2011 series bonds, $25,000 principal on the General Obligation Refunding 2012 series bond and the issuance
of a Tax Anticipation Note 2015 of $2,905,000.

Economic Factors and Next Year’s Budgets and Rates
All of these factors were considered in preparing the City’s budget for the 2015-2016 fiscal year.

Certified property tax values for the City showed a decrease in market value by approximately $2.8 million, or 0.12%
from the preceding year, The City Council adopted a tax rate of $0.285640 cents per hundred which is split between
$0.239110 per hundred for maintenance and operations and $0.046530 per hundred for the debt service fund and the
retirement of the general obligation bonds. The adopted tax rate includes an increase of $0.022886 cents per hundred
primerily due to the additional debt service needed to pay for Gulf Boulevard improvements.

Requests Tor Information

This financial report is designed to provide a general overview of the City's finances for all those with an interest in the
government’s finances. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Office of the Finance Director, 4601 Padre Blvd., South Padre Isiand, TX,
78597.
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ASSETS

Cash and cash equivalents

lovestments

Receivables, net

Duz from other governments

Prepaid expenses

Loans receivable

Capital agsets, net
Non-depreciable assets
Depreciable asszty

TOTAL ASSETS

City of Sonth Padre Island, Tcxas
STATEMENT OF NET POSITION
September 30, 2015

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pension Liabilities

Deferred amount on refunding

TOTAL DEFERRED QUTFLOWS OF RESOURCES

LIABILITIES
Accoumts paysble
Unearned revenves
Non-current liabilities
Net pension Liability
Doe within one year
Due in more than one year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pension Labilities

NET POSITION

Net investment in capital assets

Restricted
Debt service
Capital projects
Beach nourishment
Transportation
Beach maintenance
Mumnicipal court
Criminal justice
Parks and recreation
Hotelmotel tazes

Unrestricted

TOTAL NET POSITION

The notes of the financial siarements are an inregral part of this starement,
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Primary
Government
Towml
Governmental Component
Activities Unit
§ 14,564,896 S 1,130,455
4,503,907 .
1,409,837 93,956
2447261 -
1,560,676 321442
. 65,524
2,777,099 657,236
24,825,697 5,895,862
52,089,373 8,170,475
913,956 7473
233,565 -
1,147,521 7473
1,578,401 -
301,790 1,952
54,507 .
1,197 469 9,791
1,544,914 230,000
10212,144 3,955,000
14,889.225 4,196,743
142,474 1,165
16,920,738 2372098
33,578 531,809
31603413 -
1,416,745 -
320,366 -
2,050,584 -
72,385 -
1,644 -
3117 p
5986313 .
7484310 1,076,133
S 38205195 3 3,980,040




City of South Padre Island, Texas
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2015

Program Revenues
Charges Operating
for Grants and
Expenses Services Contributions
Functions/Programs
Governmental activities:
General government § 3,549479 $ 453,066 $ 5228
Public safety 5,534,493 878,790 2,363
Public works 3,033,574 44853 -
Transportation 1,639,747 - 2,152,669
Community service 47,101 - -
Convention and visitors bureau 5,833,410 249,927 -
Bond issuance costs 103,079 - -
Interest on long-term debt 279,703 - -
Total governmental activities 20,020,586 1,626,636 2,160,260
Component unit:
Economic development 355,359 - -
Interest expense © 187,295 - -
Total component unit $ 542,654 $ - s -
General revenues:
Property taxes, levied for general purposes
Property taxes, levied for debt service
Sales tax
Franchise taxes
Hotel motel taxes
Hotel motel beach maintenance taxes
Mixed beverage taxes
Unrestricted investment eamings
Gain on disposal of capital assets
Miscellaneous
Total general revenues, epecial items, and transfers
Change in net assets
Net position - beginning
Prior period adjustment

Net position - ending
The notes of the financial statemenis are an integral part of this statement,
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Net (Expense) Reverue and

Changes in Net Position
Program Primary
Revenues Government
Capital Total Component
Grants and Governmental Unit
Contributions Activities
3 319276 $ (2,771,909) $ -
- (4,653,340) -
- (2,988,721) -
343,030 855952 -
= (47,101) -
- (5,583,483) -
- (103,079) -
- (279,703) -
662,306 (15,571,384) -
- - (355,359)
- - —(187,295)
s - Lo 5 G
5,869,702 -
681,943 -
2,343,830 781,277
862,253 -
7,160,795 -
2,171,319 -
319,259 -
31,952 4,364
58 -
. 247,131 253
_ 19,688,242 __ 785804
4,116,858 243,240
34,466,194 3,738,628
(377,857) _ (1,828)
§ 38,205,195 $ 3,980,040
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City of South Padre Island, Texas
BALANCE SHEET
GOVERNMENTAL FUNDS

September 30, 2015

Hotel Convention Transportation  Gulf Boulevard
General Motel Centre Crant Rebuild
Fund Fund Fund Fund Fund
ASSETS
Cash and cash equivalents $ 5328282 $2801867 S 2,740642 S - 5 199,559
Investments 1,752,174 - - - 2,751,733
Receivables (net of allowance for uncollectibles)
Property taxes 210,748 . - B .
Accounts 541,340 313,162 179,866 - 4,184
Due from other governments - - - 1,382,537 -
Due from other funds 1,157,499 - E - -
Prepaid items 56,321 .77 27,346 3419 -
TOTAL ASSETS §9046364 $3,149800 § 29948354 § 1385956 § 955,476
LIABILITIES
Accounts payable $1,578382 3 B S 19 3 - $ -
Due to other finds - - . 1,062,171 -
Other liabilities 231224 - - = =
Uneamed revenues - other 5,304 - 49,203 - -
Total lisbilities 1,820,910 - 49,222 1,062,171 .
DEFERRED INFLOWS OF RESOURCES
Unavailsble revenue - property taxes 189,392 - - - -
Unavailable revenue - other . 144,085 - - - -
Total deferred inflows of resources 333,447 - - - -
FUND BALANCE
Nonspendable 56,321 4,77 27,846 3419 i
Restrictad - 3,115,029 2,371,286 320,366 2.955476
Unassigned 6,835,686 - - - -
Total fund balances 6,892,007 3,149,800 2,399,132 323,785 2,955,476
TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES, AND
FUND BALANCE $ 5046364 33149800 § 2048354 $ 1385956 5 2955476

The notes of the financigl statements are an integral part of this statement.
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Construction Beach Other Totl
In Progress Nourishment  Governments!l  Governmental
Fund Fund Funds Funds
s $1,388,768  § 2,105,778  $14,564,896

- - 4,503,907

E - 24,206 234,954

95,328 2797 13,026 1,174,883

. - 1,064,724 2,447,261

X - 1,157,499

- 1,433,824 4,495 1,560,676

s 95 $2850569 §3212229  $25,644,076
s - $ - 1 $ 1,578,401
95,328 . 1,157,499

- - . 237,224

. = 54,507

95,328 . - 3,027,631

- - 21,708 211,100

: - 144,055

- - 21,708 355,155

- 1,433,824 4,495 1,560,676

- 1,416,745 3,164,103 13,843,005

- - 21,923 6,857,609

- 2,850,569 3,190,521 22,261,290

$__ 95 $2850560 §32122%0 525644076
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City of South Padre Island, Texas

RECONCILIATION OF THE BALANCE SHEET OF THE GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION

September 30, 2015

Fund balances of governmental funds $ 22,261,290

Amounts reported for governmental activities in the statement of net position

are different because:

Capital assets used in governmental activities are not financial

resources and therefore are not reported in the funds. 27,602,796

Some liabilities, including bonds payable ($9,505,000 and

premiums of $453,172), capital leases ($957,451) are not due in

the current period and therefore not reported in the funds. (10,915,623)

Deferred outflows of resources related to amounts deferred

on refundings of long term debt and are not reported in the funds. 233,565

Liabilities for compensated absenses are not due in the current

period and therefore are not reported in the funds. (841,435)

Certain amounts receivable for property taxes ($211,100) and

other revenues ($144,055) but which do not represent current

financial resources are deferred in the funds. 355,155

Liabilities for accrued interest on long-term debt are not due in

the current period and therefore are not reported in the funds. (64,566)

Included in the statement of net position non-current liabilities

is the recognition of the City's net pension liability required by

GASB 68 in the amount of ($1,197,469), a deferred resource

inflow in the amount of ($142,474), and a deferred resource

outflow in the amount of $913,956. This resulted in a decrease

in net position of $425 987. 425,98
Net position of governmental activities $ 38,205,195

The notes of the financial statements are an integral part of this statement.
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City of South Padre Island, Texas

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

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

GOVERNMENTAL FUNDS
For the Year Ended September 30, 2015
Hotel Convention Gulf Boulevard
General Motel Centre Transportation Rebuild
Fund Fund Fund Fund Fund
REVENUES
Property taxes §59200% § . 5 - 4 - % .
Nonproperty taxes 3,525,342 4494515 2,666,280 - B
Fets and services 720,754 .70 242217 . -
Fines end forfeitures 429.905 - - - .
Licenses and permits 257,990 . . - .
Intergovernmental 7.591 . - 2,445,699 -
Misceileneous 191,404 75,096 5,578 50,000 1,733
Totsl revenucs 11,053,025 4,577,321 2,914,075 2,495,699 1,733
EXPENDITURES
Current
General government 3,143,244 . - - -
Public sefety 4,842,260 . - . .
Public works 1,806,525 - . - .
Transportation . . - 1,491,095 -
Community service . . ~ - .
Coavention and visitors burcau : 3,875,087 1,100,763 . .
Capital cutlay 284412 13,760 136,582 1,062,986 50,441
Deix pexvice
Principal retiremeot - capital lease 312,013 . 5,249 7.580 .
Interest 48,736 v 522 753 .
Bond issue costs 3 : » > 103,079
Administrative charges 2,494 - 142 205 -
Total expenditures 10,439,684 3,888,847 1243258 2,562,619 153
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 613,341 688,474 1,670,817 (66,920) (151.787y
Other financing sources (uses)
Sale of capital assets 1.200 . 4978 - .
Issuance of debe - $ . - 21,905,000
Premium oo issusnce of debt - - - - 202,263
Transfers in 96,521 . - 86,630 -
Traafers ow 123,460) - (o614 - -
Total other financing sources (uses) (627,739) 2 (2,941,165) 86630 3,107,263
Net change in fimd balances (14,398) 688,474 (1,270,348) 19,710 2955476
Fund balance — beginning 6,906,408 2,461,326 4,169,480 304,075 -
Fund balance — ending s glagg,om $ 3149,8_92 5 132 s Jg‘m s 55476



Construction Beach Other Total
In Progress Nourishment  Governmental Govemmental

Fund Fund Funds Funds
- s - $ 686247 § 6,606286
- 447,550 1,723,769 12,857,456
- . - 970,631
- - 17,761 447,666
- - - 257,990
. . 319278 2,772,565
- 2,922 2,355 329,088
- 450,472 2,749,407 24241732
- . 41,348 3,184,592
- - 200,166 5,042,426
- - 554,352 2,360,377
- . - 1,491,095
¢ 35,870 14,940 50,810
- - - 4,975,850
2,946,143 B 1,196,447 5,690,771
- - 420,000 420,000
- - 5,701 330,543
- - 225,730 275,741
- = - 103,079
= : 1,404 4,245
2,946,143 35,870 2,660,088 23,930,029
(2,946,143) 414,602 89,319 311,703
- . 31,390 38,068
- - - ms.{m
- - - 202,263
2,946,143 - 945,872 4,075,166
- - (403,563) (4,075,166)
946,143 - 574,199 3,145,331
- 414,602 663,518 3457034
- 2435967 2,527,003 18,804,256
- $ 2850569 § 3190521 S 22261250
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City of South Padre Island, Texas
RECONCILIATION OF THE STATEMENT OF REVENUES,, EXPENDITURES
AND CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Yesr Ended September 30, 2015

Net change in fund balances —total governmental funds §  JAST034

Amounts reported for governmental activities in the statement of activities

Governmental funds report capital cutlays as expenditres. However, in the statensent of

activities the cost of those assets is allocated over their estimated useful lives and reported as

depreciation expense. The effect of removing capital outlsys ($5,690,771) and including

depreciation ($2,583,104), in the current period is (o incresse net position, 3,107,667

In the statement of activities, only the gain (loss) on the sale of assets is reported, whereas in the
funds, the proceeds from the sale increase financial resowrces. Thus, the change in pet position
differs from the change in fimd balance by the book vafue of the sesets sokl (38,010)

Governmental funds report the issuance of debt as an other financing source, but in govermmental

activitics the issuance of debt is recorded s & long term liability, The effect of remioving the

bond proceads of $2,905,000 and bond premium of $202,263 from the statement of activities

chenge in net position is to decrease the overall change in net position. (3.107.263)

Repayment of bond and capital lease principal is an expenditure in the goverrmental finds, bat
the repayment reduces long-term liabilitics in the statement of net position, 750,543

The increass in compensated shsences payable of ($24,250) during the year is reported as an

increase to expenditures in the stateinent of activities but not in the governmental funds. The
amortization of bond premiums $27,345 reduces interest expense in the statement of activities,

and amortization of debt refunding refated defared outflows of resources of (523,357) s

expenditure in the statement of sctivities but not in the govemmental funds. The net effect of

including the amortization of deferred outflows of resources, bond premiums and the change in

compensated absences is to decrease et position. (20262)

The implementation of GASB 68 required that cernain expendinires be de-expende and recorded
23 deferred resource outflows. These contributions made afier e measurement date of 12/31/14
caused the change in the ending net position to increase in the amount of $674,152,
Contributions made before the messuremnent date but after the previous measurement dete were
reversed from deferred resource outflows and recorded as 8 current year expense. TThis caused 8
decrease in the change in net position totaling ($667,653). The City's reported TMRS net pension
expense had to be recorded. The pension expense increased the change in net position by
$68,701. The result of these changes is to incresse net position.

75200
Some revenues end expenses reported in the statement of activities do not provide or require the
use of current financial resowurces and therefore sire not reported as revenves or expenditures in
governmental funds. The change in the balance of deferred inflows related to property taxes and
other receivables was ($104,346) and interest expense increased by (33,705) in 201 5. Recognition
of these amounts in the statement of sctivities results in a decrease in the change in net position,
(108.051)
Change in net position of governmental activities S 4116858

The notes to the financial statements are an integral part of thix siatement.
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City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of South Padre Island, Texas (the City) have been prepared in conformity with
actounting principles generally accepted in the United States of America (GAAP) as applied to governmental units,
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the City’s accounting policies are
described below.

1. Reporting Entity

The City of South Padre Island, Texas (the City), created in 1973, operates under the direction of a Mayor and five
Council Members, elected by the voters of the City, It provides judicial, law enforcement, fire protection, public
improvements, building and zoning administration, tourism, general administrative and health services to the City.
The actounting policies of the City conform to accounting principles generally accepted in the United States of
America as applicable to governmental units. As required by accounting principles generally accepted in the United
States of America, the financial statements of the reporting entity include those of the City (the primary government)
and its component unit. The component unit discussed below is included in the City’s reporting entity because of the
significance of its operational or financial relationship with the City.

Blended component units — Blended component units, although legally sejparate entities, are in substance part of the
government’s operations and so data from these units are combined with data of the primary government. The City of
South Padre Island does not include any blended component units.

Discretely presented component units — The discretely presented compone:nt units, on the other hand, are reported in
a separate column in the combined financial statements to emphasize that they are legally separate from the City.
Discretely presented component units include the following:

South Padre Island Economic Development Corporation (EDC): of the seven-member board of directors,
five are appointed by the City Council and two are appointed by the board itself. The EDC is authorized to
administer the distribution of the proceeds of any development bonds issued and the proceeds of certain
development sales taxes received on behalf of the City. The EDC's operational and capital budget must be
approved by the Council Members of the City.

The financial statement information included in the component unit column in the government-wide financial
statements and the component unit section included in the other supplementary information constitutes the EDC’s
annual financial report. Additional financial information can be obtained at:

South Padre Island Economic Development Corporation

6801 Padre Boulevard
South Padre Island, Texas 78597
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City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued
2. Government-Wide and Fund Financial Statements
Government-wide Financial Statements

The government-wide financial statements consist of the statement of net position and the statement of activities.
These statements report information on all the activities of the reporting entity. Generally, the effect of interfund
activity has been eliminated from these statements.

Governmental activities, normally supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which primarily rely on fees and charges. The City of South Padre Island, Texas does not
include any business-type activities.

The statement of activities reflects the extent to which direct expenses of each function are offset by program
revenues. Direct expenses are those that are attributable to a specific function and are clearly identifiable. Program
revenues include charges to customers or applicants who purchase, use or directly benefit from goods, services or
privileges provided by a specific function as well as grants and contributions that are restricted to meeting the
operational or capital requirements of a specific function. Taxes and other items not appropriately included with
program revenues are shown as general revenues.

In addition to and apart from the government-wide financial statements, fund financial statements are presented for the
governmental funds, In each of these financial statements major funds are presented in separate columns.

3. Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements are presented using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, without regard to the timing of the related cash flows. Property taxes are recognized as revenues in the year
for which they are levied, Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met. Restricted resources will be used before unrestricted resources when all
requirements to relieve the restriction 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. The City 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, consistent with
accrual accounting. However, debt service expenditures, as well as those related to compensated absences and claims
and judgments are recognized only when payment is made.
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City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued
3. Measurement Focus, Basis of Accounting and Basis of Presentation — Continued
The City reports the following fund types and related major governmental funds:

The general fund is the primary operating fund. It accounts for all of the financial resources of the general
government, except those required to be accounted for in another fund.

The special revenue funds are used to account for the proceeds of specific revenue sources, other than for major
capital projects, that are legally restricted to expenditure for specified purposes. The special revenue funds reported as
major funds are:

Hotel/Motel Fund is used to account for local occupancy tax collections. This fund is used to account for that
portion of collections used for tourism, advertising and promotion.

Convention Centre Fund is used to account for the portion of loc:al occupancy tax collections used for
Convention Centre operations.

Beach Nourishment Funds was established to account for nourishment efforts on the beach.

Transportation Grant Fund is used to account for the grant proceeds and expenditures that pertain to the Wave
and Metro Connect bus programs and other grants received from Texeas Department of Transportation,

Other mafor funds are:

Capital Project Fund: Gulf Boulevard Rebuild Fund is used to account for bond proceeds received and
expenditures associated with rebuilding and expansion of Gulf Boulevard.

Capital Project Fund: Construction in Progress Fund is used to account for the expenditures associated with
the construction of the rehabilitation and improvement of the Convention Centre.

Governmental funds are used to account for all or most of a government’s: general activities, including the collection
and disbursement of earmarked monies (special revenue funds), the acquisition or construction of capital assets
(capital project funds), and the servicing of long-term debt (debt service fiinds). The General Fund is used to account
for all activities of the general government not accounted for in some other fund.

The accounting and financial reporting treatment applied to a fund is dietermined by its measurement focus. All
governmental funds are accounted for using a current financial resources measurement focus. With this measurement
focus, only current assets and current liabilities generally are included on the balance sheet. Operating statements of
these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other
financing uses) in net current assets,

The modified accrual basis of accounting is used by all govemmental fund types. Under the modified accrual basis of
accounting, revenues are recognized when susceptible to accrual (i.e., when they become both measurable and
available). “Measurable” means the amount of the transaction can be determined and “available™ means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the current period.
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City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The government considers property taxes as available if they are collected within 60 days after year end. A 60-day
availability period is also used for revenue recognition for all other governmental fund revenues. Expenditures are
recorded when the related fund liability is incurred. Principal and interest on general long-term debt are recorded as
fund liabilities when due or when amounts have been accumulated in the debt service fund for payments to be made
early in the following year.

Those revenues susceptible to accrual are property taxes, franchise taxes, special assessments, licenses, interest
revenue and charges for services. Salestaxes collected and held by the State at year end on behalf of the City also are
recognized as revenue. Fines, permits and parking meter revenues are not susceptible to accrual because generally
they are not measurable until received in cash.

The City reports uneamed revenue on its balance sheet/statement of net position. Uneamned revenues erise when a
potential revenue does not meet both the “measurable” and “available” criteria for recognition in the current period.
Uneamed revenues arise when resources are received by the City before it has a legal claim to them, as when grant
monies are received prior to the incurrence of qualifying expenditures. In subsequent periods, when both revenue
recognition criteria are met, or when the City has a legal claim to the resources, the liability for uneamed revenue is
removed from the balance sheet/statement of net position and revenue is recognized.

4. New Accounting Standards Adopted

In June 2012, the GASB issued Statement No, 68, “Accounting and Financial Reporting for Pensions”. This statement
will improve financial reporting of public employee pensions by state and local govemnments. The requireznents of this
statement are effective for financial statements for periods beginning after June 15, 2014, The City has inaplemented
GASB No. 68 in this annual report. Pension information is disclosed in Note O and the impact on beginning net
position recognized as a prior period adjustment is disclosed in Note S.

In January 2013, the GASB issued Statement No. 69, “Government Combinations and Disposals of Government
Operations™. This statement establishes accounting and financial reporting standards related to government
combinations and disposals of government operations. The requirements of this statement are effective for financial
statements for periods beginning after December 15, 2013, The City has implemented GASB No. 69 in this annual
report, however, it does not have any current impact on the City.

In November 2013, the GASB issued Statement No. 71, “Pension Transition for Contributions Made Subsequent to
the Measurement Date”. This statement will eliminate the source of a potential significant understatement of restated
beginning net position and expense in the first year of implementation of Statement 68 in the accrual-basis financial
statements of employers and nonemployer contributing entities. The requirements of this statement are effective for
financial statements for periods beginning after June 15, 2014. The City has implemented GASB No. 71 in: this annual
report. Pension information related to this Statement is disclosed in Note O.



City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continned
5. Assets, Deferred Inflows of Resources and Net Position, Liabilities, Deferred Outflows of Resources
a. Cash and Cash Equivalents

Cash and cash equivalents include all demand deposits and short-term investments (inclusive of restricted assets) with
maturity dates within ninety days of the date initially acquired.

b. Short-Term Interfund Recelvables and Payables/Internal Balances

Short-term lending/borrowing between funds that result in amounts outstanding at the end of the fiscal year are
referred to as “due to/from other funds™. “Due to/from other funds” represent the current portion of interfund loans.
With respect to the government-wide financial statements, any residual balances outstanding bLetween the
governmental activities and business-type activities are reported as “internal balances.”

¢. Inventories

Inventories are valued at cost, which approximates market, using the first-in, first-out (FIFO) method. The costs of
governmental fund-type inventories are recorded as expenditures when consumed rather than when purchased.

d. Prepaid Items

Expenditures made to third party vendors for goods and services that will benefit periods beyond September 30, 2015
are recorded as prepaid items, in both government-wide and fund financial statements. The cost of prepaid items is
recorded as expenditures/expenses when consumed rather than when purchased.

e. Capital Assets

Capital assets, which includes property, plant, equipment and infrastructure assets (e.g., roads, bridges, sidewalks and
similar items), are reported in the governmental activities column in the government-wide financial statements.
Capital assets are defined by the City as assets with an initial, individual cost of $5,000 or more and zn estimated
useful life in excess of one year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated assets are reflected at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives
are not capitalized. Improvements are capitalized and depreciated over the remaining useful lives of the related capital
assets, as applicable.

Gains or losses on dispositions of capital assets are included in income within the governmental activities column of
the government-wide financial statements. In the governmental fund financial statements, only the proceeds from the

disposition are reported.
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City of South Padre Island, Texasi
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ Continued

5. Assets, Deferred Inflows of Resources and Net Position, Liabilities, Deferred Outflows of Resources - Continued

Depreciation of capital assets used by funds categorized as governmental activities is not provided in the fund
financial statements; however, it is included in the gross expense by function in the government-wide Statement of
Activities. Capital assets, net of accumulated depreciation, are reported in the governmental activities column of the
govemnment-wide statement of net position. Depreciation has been provided over the estimated useful lives using the
straight-line method. The estimated useful lives are as follows:

Buildings and improvements 10 = 40 years
Equipment 5 — 15 years
Infrastructure 15 — 40 years
Vehicles 3 ~- 7 years

f. Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with expendable available financial resources is
reported as an expenditure and a fund liability of the governmental fund that will pay it. Amounts of vested or
accumulated vacation leave that are not expected to be liquidated with exxpendable available financial resources are
reported as non-current liabilities. No expenditure is reported for these anaounts, In accordance with the provisions of
Governmental Accounting Standards Board Statement No. 16, Accounting for Compensated Absences, no accrual is
recorded for compensated absences that are dependent on the performance of future services by employees or when
payments are dependent on future events outside the control of the employer and employees. However, a liability is
recognized for that portion of accumulating sick leave benefits that is estimated will be taken as “terminal leave” prior
to retirement. Compensated absences are reported in the governmental ffunds only if they have matured.

City employees are granted varying amounts of vacation and sick leave. In theevent of termination or retirement, an
employee is reimbursed up to 30 days of accumulated vacation and up to 90 days of accumulated sick leave. Sick
leave earned after October 1, 1997 will be reimbursed at 50 percent of the earned sick leave. Sick leave accumulated
before October 1, 1997 will be reimbursed at 100 percent of the earned sick leave.

g. Long-Term Obligations

In the government-wide financial statements, long-term debt and other loing-term obligations are reported as liabilities
in the governmental activities column. Bond premiums and discounts are: deferred and amortized over the life of the
bonds. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs are reported
as expense in the peridd incurred. Bond insurance costs are considered as prepaid items.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current period. Premiums received on debt issuances are reported as other financing sources
and discounts are reported as other financing uses. Issuance costs, whether or not withheld from debt proceeds, are
reported as debt service expenditures.
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City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
5. Assets, Deferred Inflows of Resources and Net Position, Liabilities, Deferred Outflows of Resources - Continued

h. Pensions

For purposes of measuring the net pension liability, pension related deferred outflows and inflows of resources, and
peasion expense, City specific information about its Fiduciary Net Position in the Texas Municipal Retirement System
(TMRS) and additions to/deductions from the City’s Fiduciary Net Position have been determined on the same basis
as they are reported by TMRS. For this purpose, plan contributions are recognized in the period that comipensation is
reported for the employee, which is when contributions are legally due. Benefit payments and refunds are recognized
when due and payable in accordance with the benefit terms. Investments are reported at fair value. Information
regarding the City’s Total Pension Liability is obtained from TMRS through a report prepared for the City by TMRS
consulting actuary, Gabriel Roeder Smith & Company, in compliance with Governmental Accounting Standards
Board (GASB) Statement No. 68, Accounting and Financial Reporting for Pensions.

I. Bond Discounts/Issue Costs

In governmental fund types, bond premiums, discounts and issuance costs are recognized in the current period.

J» Comparative Data

Partially comparative total data for the prior year have been presented in the government-wide financial statements.
k. Estimates

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

L Interfund Transfers

Transfers are used to 1) provide unrestricted revenues collected in the general fund to finance various programs
accounted for in other funds, and 2) move revenues from the fund that the budget requires to collect them to the fund
that thé budget requires to expend them.

m. Fund Balance Reporting

GASB 54 provides for two major types of fund balances, which are nonspendable and spendable. Nonspendable fund

balances are balances that cannot be spent because they are not expected to be converted to cash or they are legally or
contractually required to remain intact. Examples of this classification are prepaid items and inventoriis,
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City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
S. Assets, Deferred Inflows of Resources and Net Position, Liabilities, Deferved Outflows of Resources — Continued

In addition to the nonspendable fund balance, GASB Statement No. 54 has provided a hierarchy of spendable fund
balances, based on a hierarchy of spending constraints.

e Restricted: fund balances that are constrained by external parties, constitutional provisions, or enabling
legislation.

#» Committed: fund balances that contain self-imposed constraints of the government from its highest level of
decision making authority. The responsibility to commit funds rests with the City Council Members.
Committed amounts cannot be released without formal action from the council.

® Assigned: fund balancuthatconmmsclf-unposodccnsuamtsofthc government to be used for @ particular
purpose. The responsibility to assign funds rests with the City Manager, as authorized by City Council. City
policy delegates this authority for the sole purpose of reporting these amounts in the annual financial
statements.

® Unassigned: fund balance of the general fund that is not constrained for any particular purpose.

The City charter requires establishment of an operating reserve in the General Fund of no less than six months of
operating expenditures, to be used for emergency appropriations. The estimated required fund balance to meet this
at September 30, 2015 is $5,600,156. Since the City's unassigned fund balance exceeds this amount at September
30, 2015, no additional appropriation is needed at this time in order to comply with this policy.

In the instance when restricted, committed, assigned or unassigned resources are available for use, it is the
govemment’s policy to use the highest level of restricted, committed or assigned resources first, then unassigned
resources as they are needed.

n. Net Position
The City’s net position is classified as follows:

Net investments: consists of capital assets, net of accumulated depreciation and reduced by the outstanding balances of
any debt attributable to the acquisition, construction, or improvement of those assets.

Restricted net position: consists of net position that is subject to a legally enforceable restriction on their use.

Unrestricted: consists of all other net position that does not meet the definition of “restricted” or “net investment in
capital assets.”



City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE A ~SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

o. Deferred Outflows and Inflows of Resources

Deferred outflows of resources represent the consumption of the City’s net position that is applicable to a firture reporting
period. Deferred inflows of resources represent the City’s acquisition of net position applicable to a future reporting
period.

The City has an accounting loss on refunding bonds which is & deferred resource outflow and also has unavailable
revenues from property taxes which are deferred resource inflows under this standard,

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

I

Budgetary Information

In establishing budgetary data reflected in the financial statements, the City follows these procedures:

4a.

B

The City Manager establishes the amount of estimated revenues and other resources available for appropriation
for the succeeding budget year.

The City Manager submits to the City Council 2 proposed operating budget for the fiscal year commencing the
following October 1. The operating budget includes proposed expenditures by fund, function and activity and the
means of financing them.

Public hearings and workshops (including department heads) are conducted at the City Hall to obtzin taxpayer
and elected officials’ comments.

Prior to October 1, the budget is legally adopted by the City Council.

Revisions that alter budgets at the department level within a fund must be approved by the Council Members.
The Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual - all Governmental
Fund Types reflect these revisions. Actual expenditures and transfers may not legally exceed budget
appropriations at the department level.

Formal budgetary integration is employed as a management control device during the year for the General, certain
Special Revenue and Debt Service Funds.

Annual appropriated budgets are adopted for the General, certain Special Revenue and Debt Service Funds. All
annual appropriations lapse at year-end to the extent they have not been expended or encumbered.

The City prepares its budget on a basis of accounting consistent with accounting principles generally accepted in the
United States of America (GAAP).

During fiscal year 2015 various transfers of appropriations were made for the Governmental Funds. The original and
final amended budget are presented in the Required Supplementary Information for the General Fund and major
Special Revenue Funds (Hotel/Motel, Convention Centre, Transportation, Gulf Boulevard Rebuild, Construction in
Progress and Beach Nourishment), that have adopted a budget.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - Continued

On or before the end of May of each year, all agencies of the City submit requests for appropriation to the City
Manager so that a budget may be prepared. The budget is prepared by fund, function and activity, and includes
information on the past year, current year estimates and requested appropriations for the next fiscal year.

Before October |, the proposed budget is presented to the City Council for review. The City Council holds public
hearings and may add to, subtract from or change appropriations, but may not change the form of the budiget. Any
changes in the budget must be within the revenues and reserves estimated as available by the City Manager or the
revenue estimates must be changed by an affirmative vote of a majority of the City Council.

Expenditures may not legally exceed budgeted appropriations at the department level, During the year, several
supplementary appropriations were necessary.

2. Expenditures over Appropriations

None noted.

NOTE C - DEPOSITS AND INVESTMENTS

It is the City’s policy for deposits plus accrued interest thereon to be 102% secured by collateral valued at fair value, less
the amount of the Federal Deposit Insurance Corporation insurance. During the year ended September 30, 2015 the
City’s cash deposits were covered by federal deposit insurance or were secured by collateral held by the City’s agent in
the City’s name pursuant to the City’s investment policy and its depository agreement.

Investments
Investments at fair value, including accrued interest, as of September 30, 2015 are as foliows:

Investment Maturities (in vears) Greater

Primary Government Fair Value 1 or less _ﬂzgn_l_&:w'_
Cash and cash equivalents $14,443,392 $14,443,392
TexPool 7,421 7,421 -
Texas Term 114.083 114,083 -
14,564,896 14,564,896 -
Investments
Certificates of deposit 4,503,907 3,502,660 1,001,247
$12.068.803  $18.067.536 $L001.247
Compaonent Unit
Cash and cash equivalents $ 1,108,197 $ 1,108,197 $ -
Tex Pool 22238 22258 =
$.L130453  S_LI130455 $ i
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NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015
NOTE C - DEPOSITS AND INVESTMENTS - Continued

A reconcilement of cash and investments follows:

Primary
Govemnmental Component
Activities Units Total
Cash $14,443,392 $1,108,197 $15,551,589
Cash equivalents
Texas Term 114,083 22,258 136,341
TexPool —_142] e — 1421
121,504 22,258 143,762
Investments
Certificates of deposit 4,503,907 - = _4,503.907
$19.068.803 $L130.453 $20.19
Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an investment.

Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to changes in market
interest rates. One of the ways that the City manages its exposure to interest rate risk is by purchasing a combination
of shorter term and longer term investments and by timing cash flows from maturities so that a portion of the portfolio
is maturing or coming close to maturity evenly over time as necessary to provide the cash flows and liquidity needed
for operations.

Information about the sensitivity of the fair values of the City’s investments to market interest rate fluctuations is
provided by the following table that shows the specific investments and their maturity:

Description _Rate _Amount _ Maturity

Certificate of deposit 0.57% $ 504,525 February 10, 2016

Certificate of deposit 1.00% 246,403 March 4, 2016

Certificate of deposit 0.46% 2,751,733 February 12, 2016

Certificate of deposit 0.91% J_.QOJ 246 February 1, 2017
$4.503.907

The investment policy states that operating funds and commingled pools shall not have an average maturity date
exceeding one year from the date of purchase. Securities purchased for the purpose of making debt service: payments
shall not have a stated final maturity date which exceeds the debt service payment date. Securities for special projects
or special fund portfolios should not have a stated final maturity date that exceeds the estimated project completion
date.

Credit Risk

As of September 30, 2015 the investments in TexPool and Texas Term investment risk pools were rated AAAm and
AAAf by Standard and Poor's, respectively.

The City's investment policy limits authorized investments to certain Texas govemment investments pools,

obligations of or guaranteed by the U, S. and State of Texas and their agencies thereof; certificates of deposit of Texas
banks and fully collateralized repurchase agreements.
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NOTE C — DEPOSITS AND INVESTMENTS — Continued
Public Funds Investment Pools

TexPool is a public funds investment pool created by the Texas Treasury Safekeeping Trust Company (Trust
Company) to provide a safe environment for the placement of local government funds in authorized short-term, fully-
collateralized investments, including direct obligations of|, or obligations guaranteed by, the United States or State of
Texas or their agencies; federally insured certificates of deposit issued by Texas banks or savings and loans; and fully
collateralized direct repurchase agreements secured by United States Government agency securities and placed
through & primary government securities dealer.

The Trust Company was incorporated by the State Treasurer by authority of the Texas Legislature as a special purpose
trust company with direct access to the services of the Federal Reserve Bank to manage, disburse, transfer, safekeep,
and invest public funds and securities more efficiently and economically. The State Comptroller of Public Accounts
exercises oversight responsibility over TexPool. Oversight includes the ability to significantly influence operations,
designation of management, and accountability for fiscal matters.

TexPool operates in a manner consistent with the Security and Exchange Commission’s Rule 2a7 of the Investment
Company Act of 1940, TexPool uses amortized cost rather than market value to report net assets to compute share
prices. The fair value of the position in TexPool is the same as the value of TexPool shares. Accordingly, the City's
investments in TexPool are stated at cost, which approximates fair value. TexPool is currently rated AAA by
Standard and Poor’s. This rating indicates excellent safety and a superior capacity to maintain principal value and
limit exposure to loss.

TEXAS Term is a local government investment pool created under the Interlocal Cooperation Act specifically tailored
to meet Texas state and local government investment objectives of preservation of principal, daily liquidity and
competitive yield. The fund is rated AAAf by Standard and Poor’s and maintains 2 maturity of 60 days to one year.
The fund seeks to maintain a constant dollar objective and fulfills all requirements of the Texas Public Funds
Investment Act for local government investment pools.

NOTE D - PROPERTY TAXES

The assessed value for the tax roll as of January 1, 2014 upon which the 2014 levy was based, was $2,516,386,826.
State statutes require that all assessments be made on one hundred percent (100%) of fair market value.

Property tax revenues are recognized when they become available. Available includes those property tax receivables
expected to be collected within sixty days after year end.

Property taxes attach as an enforceable lien on property as of January 1, Property taxes are levied as of
October I, The county appraisal district certifies the tax roll by July 25th. This tax roll is used by the City to adopt a
tax rate by September 1st or soon thereafter. The tax bills are mailed on October 1st or soon thereafter aind are due
and payable upon receipt. The billings become delinquent as of February 1 of the following calender year and
penalties and interest may be assessed by the City.
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NOTE D - PROPERTY TAXES - Continued

Taxes receivable in the General Fund includes uncollected tax levies since 1983, All real property taxes receivable
less than twenty years old are considered collectible. All personal property taxes receivable less than ten years old are
considered collectible. All revenues were deferred at the time the levies were recorded. The Texas Legislature
enacted a provision during the 1992 legislative session which requires all liens attached to properties because of
delinquent taxes to be removed after twenty years. Also, liens attached to personal property for delinquent taxes are
required to be removed after ten years. This legislation became effective August 27, 1992,

The City is permitted by the Municipal Finance Law of Texas to levy taxes up to $1.50 per $100 of assessed valuation
for general governmental services other than the payment of principal and interest on long-term debt and in unlimited
amounts for the payment of principal and interest on long-term debt. The combined tax rate to finance general
governmental service and the payment of principal and interest on long-term debt for the year ended September 30,
2015 was $.262754 per $100.

The City Charter provides for taxes to become due on October 1st of the year of levy and shall be paid by January 31st
of the following year. Liens for unpaid taxes go into effect on July 1st as the taxes become delinquent, Current tax
collections for the year ended September 30, 2015 were 98.24 percent of the tax levy.

NOTE E - RECEIVABLES
Receivables at September 30, 2015, consist of the following:

Convention  Guil Bivd Construction Beach Other Total
HotelMotel Centre Rebuild inProgress  Nourishment Governmental Governmental  Component
General _Fund = _Fund =~ _Fund = 0 _ Fund = _ Fund —Funds = _ Funds = _ Udit

Receivables

Toxes M0 5 - 08 - 3 & ¥ s 5 - $ 25480 § 247320 - &

Accounts 41340 B RN 172.866 Al SL128 21877 ~13.026 Ll74883 25936
Gross receivables 763,180 313,162 179,866 4184 95328 27971 38,506, 1422203 95956
Less allowance lor

uncollectibles 1082 = : : . : A0 _(12366) =
Total receivables, net 7Pl R ATERT T $12.866 SN 525028 522502 .22 SLA0e.AT $.8139%6
NOTE F - DUE FROM OTHER GOVERNMENTS
Due from other governments at September 30, 2015 consist of the following:

Primary Government
Other
Transportation Governmental
— Fond —Funds = _Total _

Texas State Comptroller — occupancy taxes $ - $1,064,724 $1,064,724

State of Texas — Department of Transportation 1.382.537 e 1.382.537
Net total receivables $1382.337 $1.064.724 $2.447.261

As of September 30, 2015 the component unit had a loan receivable of §65,524. The Revolving Loan Fund was granted to the EDC in 2011 2t an amount of
$105,150 at a rate of 4% for 10 years,
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NOTE G - CAPITAL ASSETS
Capital asset activity for the year ended September 30, 2015 is as follows:

Governmental Activities
Beginning Ending
Balance Balance
October 1, 2014  _Addigons ~ _Transfers  Refiements  September 30: 2013
Capital assety, not being depreciated:
Land $ 1,497,793 : 1 - 5 - 5 - 51,497,793
Construction in progress 611836 9751 (2004 ___- 1279206
2,109,629 3,917,511 (3,250,041) - 2,777,099
Capital assets, being depreciated:
Buildings 29,385,203 317,744 3,234,816 (238,450) 32,699.313
Improvements 4,549,313 348,105 15,225 (1,893) 4,910,755
Fumniture and equipment 7,606,058 M2 - (403,995) 7479272
Infrastructure 8504231 830199 . . 9334430
50,044,807 1,773,260 1,250,041 (644,338) 54,423,770
Less accumulated depreciation for:
Buildings (14,138,918) (1.198,447) i 212,192 (15,125.173)
Improvements (2,604.912) (227,844) - 1,893 (2,830,863)
Fumiture and equipment (5,125,684) {822,104) £ 392,243 (5.555,545)
Infrastructure {5.751,.783) -(334.709) = = 16.086.492)
Total accumulated depreciation (22.621.297) (2.383.104) - 506,328 (29.598.073)
Total capital asscts, being deprecisted, net 2423510 _(209.844) 4230041 38010 24.825.697
Governmenial activities, capital assets, net $24.330.139 SLIOTEET  See— 508000 $22.602.226

Depreciation is provided in the funds in amounts sufficient to relate the cost of the depreciable assets to operations
over their estimated service lives on the straight-line basis. The service lives by type of asset are as follows:

Buildings and improvements 10— 40 years
Equipment 5~15years
Infrastructure 15 - 40 years
Vehicles 3 -7 years

Depreciation was charged to govemnment functions as follows:

General government $§ 352,847
Public safety 527,514
Public works 684,141
Community service 5,600
Convention and visitors bureau 857,560
Transportation 155,442
Total depreciation - governmental activities $2.583.104
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NOTE G - CAPITAL ASSETS - Continued
Component Unit:

Activity for Economic Development Corporation is as follows:

Beginning Ending
Balance Balance
Capita] essets, not being depreciated
Land $ 657236 1 - $ . 5 - § 657236
Construction in progress - . - - .
657,236 - - - 657,236
Capital gssets, being depreciated
Buildings 6,569,015 - - - 6,969,015
Improvements 375,000 - - - 175,000
Furniture and equipment 21604 - » - 21604
6,965,619 - - - 6,965.619
Less sccumulated depreciation
Builings (862,186) (136,147) - (998,333)
Impravements (20,335) (25,485) - E (45,820)
Fumiture and equipment —(2L.604) : s 2 (21604
Total accumulated depreciation (904,125) (161,632) - - (1,065,757)
Total capital assets being depreciated, net 6.061.494 (161.632) - - 5.899.862
Governmental activities, capital assets, net $6.218.730 S(16L632) $, = b : 84357008

NOTE H - DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES

Governmental funds report deferred inflows of resources in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds defer revenue recognition
in connection with resources that have been received, but not yet eamed. At the end of the current fiscal year, the
various components of deferred inflows of resources reported in the fund financial statements was as follows:

Unavailable
Govemmental funds
Delinquent property taxes receivable $211,100
Grants and other 144,055
Total deferred/inflows of resources for govemmental funds $333.155

In governmental activities, deferred outflows of resources consist of $233,565 of deferred charges on refundings of
long-term debt and $913,956 of deferred charges related to pension liabilities. Deferred inflows related to pensions
are $142,474 at September 30, 2015.

NOTE 1 - UNEARNED REVENUE

Uneamed revenues principally consist of amounts for which the City has received funds in advanced for having
completed the earning process and do not meet the definition of a deferred inflow of resources.

For the year ended September 30, 2015, $54,507 of uneamed revenues are reported in the government fuinds and in
the statement of net position for amounts received for in advance of the City performing the related services,
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NOTE J - LONG-TERM DEBT

Primary Government

General Obligation Bonds

The City issues general obligation bonds and tax anticipation notes to provide funds for the acquisition and
construction of major capital facilities.

General obligation bonds and tax anticipation notes are direct obligations and pledge the full faith and credit of the
City. These bonds and certificates generally are issued as 25-year serial bonds, with varying amounts of principal
maturing each year. Tax anticipation notes pledge the ad valorem taxes collected by the City for the repayment of the
obligation. General obligation bonds and tax anticipation notes currently outstanding are as follows:

1, Bonds
Beginning Ending
Balance Balance Dueln
—10-1-14 Additions  _Ieductions —9-30-15  _One Year
General Government:
2005 Series, General Obligation
Bonds § 235,000 s - $(235,000) s - 5 .
2011 Series, General Obligation
Bonds 3,645,000 . (160,000) 3,485,000 165,000
2012 Series, General Obligation
Refunding Bonds 3,140,000 - (25,000) 3,115,000 270,000
Series 2015 Tax Anticipation Notes = 25905000 . 2,905,000 350,000
Total bonds $2.020.000 $(420,000) $2.303.000 $783.000
The annual debt service requirements to maturity for bonds are as follows:
Total
Year Ending _General Obligation Bonda Tax Anticipation Notes Principal
2016 $ 435000  § 210,700 $ 350000 § 95545  § 785000 § 306245  §1,091,245
2017 450,000 197428 395,000 79,825 345,000 277250 1,122,250
2018 460,000 183,775 405,000 67,825 865,000 251,600 1,116,600
2019 430,000 168,775 415,000 55,525 895,000 224,300 1,119,300
2020 500,000 152,225 430,000 42,850 930,000 195,075 1,125,075
2021-2025 2,715,000 512,688 910,000 36,800 3,625,000 549,488 4,174,488
2026-2030 1,275,000 188,500 - - 1,275,000 188,500 1,463,500
2031-2034 _285.000 5700 = = 285000 5700 _290700
$A600.000 SLAI2.28% S2208000  SIIE320 S2305000 SLO9ALSS  SLLI0LLIR
Component Unit
1. Revenue Bond
Beginning Ending
Balance Balance Amount
October 1, September 30, Due In
2007 Series, Sales Tax Bond $4,395.000 5 — $_(210.000) $4,185,000 $230,000
Total Revenue Bond §4395000 S $.(210.000) $4.183.000 $230.000
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NOTE J - LONG-TERM DEBT - Continued

The annual debt service requirements to maturity for revenue bonds are as follows:

Year Ending
September 30, _Principal _lnterest . _Total _

2016 $ 230,000 $ 177,859 $ 407,859
2017 250,000 167,371 417,371
2018 265,000 156,118 421,118
2019 280,000 144,210 424,210
2020 290,000 131,756 421,756
2021-2025 1,670,000 451,421 2,121,421
2026-2030 1,200,000 __80408 1,280,408

$4.183.000 $1302.143  $3.494.143

Primary Government

On April 20, 2005, the City issued 2005 Series General Obligation Bonds in order to construct and equip a new City Hall
Complex, related parking and to pay costs of issuance. The bonds are collateralized by the levy and collection of ad
valorem taxes and will be repaid over 20 years beginning in 2006. The bonds carry interest rates ranging from 3.5% to
4.625% with interest payment dates of March 1 and September 1.

During June 2011, the City issued Series 2011 General Obligation Bonds to construct and equip a new fire station. The
bonds are collateralized by the full faith and credit of the government and will be repaid over the next 20 years. Principal
is due annually, and interest payments at the rate of 3.00 — 4.00% are due March 1 and September 1.

Advance Refunding

In August 2012, the City issued Series 2012 General Obligation Refunding bonds in the amount of $3,165,000 to provide
resources to refund the majority of the City’s 2005 Series General Obligation bonds and cover costs of issuance. Asa
result, $2,985,000 of the Series 2005 bonds are considered to be defeased and the liability has been removed from the
accounts.of the City, The cost of issuance totaled $103,287 on the Series 20112 bonds. Principal and interest payments
are due annually on March 1 of each year until maturity on March 1, 2025.
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NOTE J - LONG-TERM DEBT - Continued
Advance Refunding - Continued

The advance refunding was undertaken to reduce the City's interest payments. The advance refunding resulted in an
economic gain (difference between the present value of the debt service payment of the refunded and refunding bonds) of
$201,901, and a gross savings of $223,738. At September 30, 2015, the defeased portion of the 2005 Series General
Obligation bonds had a balance of $2,985,000.

In July 2015, the City issued Series 2015 Tax Anticipation Notes in the amount of $2,905,000 to provide resources for
the rebuilding and improvement of Gulf Boulevard. The bonds were issued at a premium of $202,263 and the cost of
issuance was $103,079. Principal payments are due annually starting in March of 2016. Interest is due in March and
September annually until maturity on March 1, 2022.

The City does not have a legal debt limit mandated by law.
Capital Lease Obligations

In October 2010, the City entered into a lease-purchase agreement with Government Capital Corporation for the purchase
of a Fire Ladder Truck. Lease payments are due annually beginning October 18, 2010.

In October 2011, the City entered into a lease-purchase agreement with Republic First National for the purchase of an
ambulance. Lease payments are due annually beginning October 15, 2011.

In September 2012, the City entered into a lease-purchase agreement with Motorola Solutions, Inc. for the purchase of a
Police Radio and Communication System. Lease payments are due in seven annual installments beginning September of
2013.

On October 10, 2012 the City entered into a master lease agreement with Merchants Automotive Group, Inc. for the
purchase of a variety of vehicles for the City. The total vehicles acquired under capital leases with Merchants Automotive
Group, Inc. as of September 30, 2013 was $378,581. Lease payments are due annually beginning in June of 2013,

In May 2013, the City entered into a lease-purchase agreement with Merchants Automotive Group, Inc. for the purchase
of an ambulance. Lease payments are due annually beginning May 2014,
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The following is & schedule of the future minimum lease payments under the capital lease together with the present value
of the next minimum lease payments as of September 30, 2015:

Fire Police

Ladder Radio Vehicles
Year ending September 30, _Truck = Ambulance  Ambulsnce  Equipment  Merchant  _Toml
2016 £106,439 $25,700 $29,987 563,062 $77.130 $ 302318
2017 349,228 - 29,987 63,062 55,326 254814
2018 - - 20,132 63,062 36,346 362,328
2019 - - - 63,062 - 63,062
2020 . = = 63,062 et 63,062
Total minimum lease payments 455,666 25,700 80,106 315,310 168,802 1,045,584

Less the amount representing interest {31.174) —(839) (277 A28718)  (13.630)

Present value of net minimum

lease payments $418492  $.24.861 5. 72224 5286592  SISLIZ 0 5. 251451

Changes in Long-term Liabilities for Governmental Activities

During the year ended September 30, 2015,.the following changes occurred in liabilities reported as non-current
liabilities.

Amount
Due

October 1, September 30, Within
2014 Additions Reductions 2015 One Year
Compensated absences® $ 817,185 $ 626,725 $ (602,475) $ B41435 $ 448,373
Bonds payable 7,020,000 2,905,000 (420,000) 9,505,000 785,000
Premium on bond issuances 278,254 202,263 (27,345) 453,172 51,424
Capital leases 1,287,994 - (330,543) 957,451 260,117
Net pension obligation 136,295 - (136.295) - -
General long-term debt 9,539,728 3,733,988 (1,516,658) 11,757,058 1,544,914
Net peasion liability _L168840  _ 28629 _____ -  _LI97.469 s
Total long-term debt $10.708.568  SLI62617  $(L316.638) §12.934.527 $L344914

Compensated absences are generally liquidated by the General Fund.
Component Unit

During July 2007, the Economic Development Corporation (“EDC") issued Sales Tax Revenue Bond Series 2007 for the
purpose of paying the costs of the acquisition and construction of land, buildings, equipment, facilities and improvements
relating to a birding and nature center as a public facility, funding a debt service reserve fund and paying the costs of
issuance. The bonds are collateralized and secured with a pledge of revenues derived from sales and use tax levied in the
City of South Padre Island, as allocated to the EDC, and carry a term of 20 years, maturing September 30, 2028, The
debt covenants require a debt service reserve fund sufficient to provide for the final principal and interest payment. The
bonds carry an interest rate of 4.37% with interest payments due in March and September.
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Changes in Long-term Liabilities for Component Units

Amount
Due
October 1, September 30, Within
2014 Additions ~ Reductions 2015 One Year
2007 Series, Sales Tax Bond $4,395,000 s - $(210,000) 34,185,000 $230,000
Net pension obligation 2270 - (2,270) - -
General long-term debt 4,397,270 . (212,270) 4,185,000 230,000
Net pension liability 9,557 234 Lt 9791 .
Total long-term debt $4406827  $._234 $212.270)  $4l0470] §230.000
NOTE K - INTERFUND ASSETS/LIABILITIES
Due to/from other funds:
Receivable Fund
Payable Fund General
Transportation Grant $1,062,171
Construction in progress fund 95328
$1.157,499

The due to/from other funds primarily represent temporary short-term borrowings for working capital, which are intended
to be satisfied soon after year end.

NOTE L - TRANSFERS
Transfers are used to 1) provide unrestricted revenues collected in the general fund to finance various programs accounted

for in other funds, and 2) move revenues from the fund that the budget requires to collect them to the fund that the budget
requires to expend them.

Parks and Construction
Beautification Transportztion Street Bay Beach in Progress
Transfer Oyt Funds Genersl __Fund =~ __Grapt ~  [mprovement Access __Access 0 Fund = Towl
Genenal R $ 15,000 $ 86,630 $600,250 $23580 FEL - T25460
Convention Center Fund - - . . . L= 1946143 2,946,143
Total transfers $26.821 $.13.000 526630 600,230 S20580  SM2043 SAMG4T  SANZSIGE
Transfer between funds within the Component Units
Transfer in Funds
EDC
fer Out Debt Service Fund
Economic Development Corporation General Fund $412.895
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NOTE M - COMMITMENTS AND CONTINGENT LIABILITIES
1. Litigation

The City is party to various legal proceedings generally incidental to its operations. Although the ultimate disposition of
these proceedings are not presently determinable in the opinion of the City Attorney, the resolution of these matters will
not have a material adverse effect on the financial condition of the City.

2. Grant Programs

The City and component unit participate in a number of grant programs funded by State and Federal Agencies. These
programs are subject to compliance audits by the grantor agencies or their representatives. The amount, if any, of
expenditures which may be disallowed by the grantor agencies cannot be determined at this time, although the City expects
such amounts, if any, to be immaterial.

NOTE N - RISK MANAGEMENT

The City is exposed to various uncertainties for losses related to intentional and unintentional torts; thef of, damage to and
destruction of real and personal property; errors and omissions; catastrophes, medical and dental claims by employees;
employee illnesses and injuries and pollution claims for which the City carries commercial insurance coverage, There
have been no significant reductions in insurance coverage from the previous year, No negotiated settlements or jury
awards have exceeded policy limits in any of the past three years. The City is 1 member of an intergovernmental risk pool.
The risk pool is an interlocal non-assessable agency with present unreserved resources in excess of $392,000,000 (as of
September 30, 2015, the most recently audited financial statements completed for the risk pool). Reinsurance is provided
by several A and A++ rated companies in amounts ranging from $10,000,000 to $100,000,000 depending on the type of
insurance coverage. The City must promptly pay contributions to the risk pool as outlined by the coverage contracts,
comply with underwriting standards and implement loss control recommendations deemed necessary by a risk pool
representative due to an eminent high risk of loss situation. City management is not aware of any pending or alleged
claims that could exceed the policy limits of the present insurance coverage.

NOTE O - DEFINED BENEFIT PENSION PLANS

Plan Description

The City provides pension benefits for all of its eligible employees through a non-traditional, joint contributory, hybrid
defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS), an agent multiple-employer public
employee retirement system. The plan provisions that have been adopted by the City are within the options available in
the governing state statutes of TMRS.

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

The City of South Padre Island participates as one of 860 plans in the nontraditional, joint contributory, hybrid defined
benefit pension plan administered by the Texas Municipal Retirement System (TMRS). TMRS is an agency created by
the State of Texas and administered in accordance with TMRS act, Subtitle G, Title 8, Texas Government Code (the
TMRS Act) as an agent multiple-employer retirement system for municipal employees in the State of Texas. The TMRS
Act places the general administration and management of the System with & six-member Board of Trustees. Although
the Governor, with the advice and consent of the Senate, appoints the Board, TMRS is not fiscally dependent on the
State of Texas. TMRS's defined benefit pension plan is a tax-qualified plan under Section 401(a) of the Internal
Revenue Code. TMRS issues a publicly available comprehensive annual financial report (CAFR) that can be obtained at

Www.tmrs.com.
All eligible employees of the City and the EDC (component unit) as required to participate in TMRS.
B. Benefits Provided

TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the governing body of the
City, within the options available in the state statutes govefning TMRS.

At retirement, the benefits are calculated as if the sum of the employee’s contributions, with interest, and the city-
financing monetary credits with interest were used to purchase an annuity. Members may choose to receive their
retirement benefit in one of seven payments options. Members may also choose to receive a portion of their benefitas a
Partial Lump Sum Distribution in an amount equal to 12, 24, or 36 monthly payments, which cannot exceed 75% of the
member’s deposits and interest.

Employees covered by benefit terms
At the December 31, 2014 valuation and measurement date, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 28
Inactive employees entitled to but not yet receiving benefits 67
Active employees 157

252

C. Contributions

The contribution rates for employees in TMRS are either 5%, 6%, or 7% of employee gross eamings, and the city
matching percentages are either 100%, 150%, or 200%, both as adopted by the governing body of the city. Under the
state law governing TMRS, the contribution rate for each city is determined annually by the actuary, using the Entry Age
Normal (EAN) actuarial cost method. The actuarially determined rate is the: estimated amount necessary to finance the
cost of benefits earned by employees during the year, with an additional amount to the finance any unfunded any
unfunded accrued liability.
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NOTE O - DEFINED BENEFIT PENSION PLANS ~ Continned
C. Contributions - Continued
Employees for the City of South Padre Island were required to contribute 7% of their annual gross eamings during the
fiscal year. The contribution rates for the City of South Padre Island were 12.47% and 12.64% in calendar year 2014

and 2015, respectively. The city's contributions to TMRS for the year ended September 30, 2015 were $926,892, and
were equal to the required contributions.

D. Net Pension Liability

The city’s Net Pension Liability (NPL) was measured as of December 31, 2014, and the Total Pension Liability (TPL)
used to calculate the Net Pension Liability was determined by an actuarial valuation as of that date.

Actuarial assumptions:

The Total Pension Liability in the December 31, 2014 actuarial valuation was determined using the following actuarial
assumptions:

Inflation 3.0% per year
Overall payroll growth 3.0% per year
Investment Rate of Return 7.0%, net of pension plan investment expense, including inflation

Salary increases were based on a service-related table, Mortality rates for active members, retirees, and beneficiaries
were based on the gender-distinct RP2000 Combined Healthy Mortality Table, with male rates multiplied by 109% and
female rates multiplied by 103%. The rates are projected on a fully generational basis by scale BB to account for future
mortality improvements. For disabled annuitants, the gender-distinct RP2000 Disabled Retiree Mortality Table is used,
with slight adjustments.

Actuarial assumptions used in the December 31, 2014, valuation were based on the results of actuarial experience
studies. The experience study in TMRS was for the period January 1, 2006 through December 31, 2009 first used in the
December 31, 2010 valuation. Healthy post-retirement mortality rates and annuity purchase rates were updated based on
a Mortality Experience Investigation Study covering 2009 through 2011, and dated December 31, 2013. These
assumptions were first used in the December 31, 2013 valuation, along with a change to the Entry Age Normal (EAN)
actuarial cost method. Assumptions are reviewed annually. No additional changes were made for the 2014 valuation.

The long-term expected rate of return on pension plan investments is 7.0%. The pension plan’s policy in regard to the
allocation of invested assets is established and may be amended by the TMRS Board of Trustees, Plan assets are
managed on a total return basis with an emphasis on both capital appreciation as well as the production of income, in
order to satisfy the short-term and long-term funding needs of TMRS.
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NOTE O - DEFINED BENEFIT PENSION PLANS - Continuved

The long-term expected rate of return on pension plan investments was determined using a building-block method in
which best estimate ranges of expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are combined to produce the long-term
expected rate of return by weighting the expected future real rates of return biy the target asset allocation percentage and
by adding expected inflation. The target allocation and best estimates of arithmetic real rates of return for each major
asset class are summarized in the following table:

Long-term

Expected Real

Rate of Return
Asset Class Target Allocation (Arithmetic)
Domestic Equity 17.5% 4.80%
Intemnational Equity 17.5% 6.05%
Core Fixed Income 30.0% 1.50%
Non-Core Fixed Income 10.0% 3.50%
Real Return 5.0% 1.75%
Real Estate 10.0% 5.25%
Absolute Return 5.0% 4.25%
Private Equity _5.0% 8.50%
Total 100,0%

Discount Rate

The discount rate used to measure the Total Pension Liability was 7.0%. The projection of cash flows used to
determine the discount rate assumed that employee and employer contributions will be made at the rates specified in
statute. Based on that assumption, the pension plan’s Fiduciary Net Pension was projected to be available to make
all projected future benefit payments of current active and inactive employees. Therefore, the long-term expected
rate of retumn on pension plan investments was applied to all periods of projected benefit payments to dstermine the
Total Pension Liability.



City of South Padre Island, Texas

NOTES TO FINANCIAL STATEMENTS - CONTINUED

September 30, 2015

NOTE O ~ DEFINED BENEFIT PENSION PLANS - Continued

Net Pension Liability

Balance at December 31, 2013

Changes for the year
Service cost
Interest
Change in benefit terms

Difference between expected/actual experience

Changes of assumptions
Contributions — employer
Contributions — employee
Net investment income

Benefit payments, including refunds of

employee contributions
Administrative expenses
Other charges

Net changes

Balance at December 31, 2014

Net pension liability amounts are allocated between the primary government and component unit on the statement of net position.

Increase (Decrease)

(=) (b) (2)-()
Total Pension Plan Fiduciary Net Pension
$24,822,353 $23,643,956 $1,178,397
1,221,450 - 1,221,450
1,754,638 - 1,754,638
(172,667) . (172,667)
- 920,340 (920,340)
- 516,630 (516,630)
- 1,352,871 (1,352,871)
(733,635) (733,635) .
- (14,122) 14,122
—— — (116D — 1161
2.069,786 -2.040.923 28,863
$26.892.139 $23.684.879 $1.207260

The City’s portion of the liability is $1,197,469 and the EDC’s is $9,791.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the City, calculated using the discount rate of 7.0%, as well as what the City's
net pension liability would have been if it were calculated using a discount rate that is 1 percentage point lower (6.0%) or |

percentage point higher (8.0%) than the current rate,

City’s net pension liability

1% Decrease in
Discount Rate
—(6.0%)

1% Increase in
Discount Rate Discount Rate
(7.0%) (8.0%)

SLI43222
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$1.207.260 $(2.442.432)



City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE O - DEFINED BENEFIT PENSION PLANS - Continued
Pensign Expense and Deferred Outflows of Resources and Deferred Inflows of' Resources Related lo Penslons

For the year ended September 30, 2015 the City and the EDC recognized combinec! pension expense in the amount of $851,077,
At September 30, 2015 the City and the EDC reported combined deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Deferred
Qutflows of Inflows of
_Resources _Resources
Differences between expected and actual economic experience

(net of current year amortization) s - $143,639
Changes in actuarial assumptions - -
Differences between projected and actual investment eamings

(net of current year amortization) 241,765 -
Contributions subsequent to the measurement date 679,664 =

Total $21.422 $143.639

$679,664 reported as deferred outflows of resources related to pensions resulting from contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability for the year ending September 30,2015. Other
amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension expense as

follows:

Year ended December 31,
2015 £31,413
2016 31,413
2017 31,413
2018 31413
2019 (27,527)
Thereafter -

NOTE P - OTHER POST EMPLOYMENT BENEFITS

Plan Description

The City also participates in the cost sharing multiple-employer benefit group-term life insurance plan operated by the
Texas Municipal Retirement System (TMRS) known as the Supplemental Death Benefits Fund (SDBF). The City
elected, by ordinance, to provide group-term life insurance coverage to both current and retired employees. The City
may terminate coverage under and discontinue participation in the SDBF by adopting an ordinance before November |
of any year to be effective the following January 1.

Benefits

The death benefit for active employees provides a lump-sum payment approximately equal to the employee's annual
salary (calculated based on the employee’s actual eamings, for the 12-month period preceding the month of death);
retired employees are insured for $7,500; this coverage is an “other post-employment benefit,” or OPEB.



City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015

NOTE P - OTHER POST EMPLOYMENT BENEFITS ~ Continaed
Contributions
The City contributes to the SDBF at a contractually required rate as determined by an annual actuarial valuation. The
rate is equal to the cost of providing one-year term life insurance, The funding policy for the SDBF program is to
assure that adequate resources are available to meet all death benefit payments for the upcoming year; the intent is not

to pre-fund retiree term life insurance during employees’ entire careers.

The City’s contributions to the TMRS SDBF for the years ended 2013, 22014 and 2015 were $1,382, $1,395 and
$1,448, respectively, which equaled the required contributions each year.

Schedule of Contribution Rates
(RETIREE - only portion of the nate)
Annual Actual
Plan/ Required Contribution Percentage
Calendar Contribution Made of ARC
—Year — (Rate) —(Rate) Contributed
2013 0.02% 0.02% 100.0%
2014 0,02% 0.02% 100.0%
2015 0.02% 0.02% 100.0%

NOTE Q - GASB STATEMENT NO. 54 FUND BALANCE REPORTING

Nonspendable — These funds were used for prepaid items.
Restricted — External parties have restricted these funds to be used for their intended purpose.
Unassigned — The unassigned fund balance has no constraints.

Convention Transportation Gulf Bivd. Beach Other Total

General HoteUMotel Cemre Cirant Rebuild Nourishment Governmcntal Governmental
—Fund  _Fund —Pmd = ___Fumd = Fund —Fund —Fmds __Funds
Fund balance (deficit)
Non-spendable
Prepasd 5 56321 5 WM $ 217846 s A9 ] . 1,433,824 § 4493 $ 1,560,676
Restricted
Debt servies . a - . - - 386,436 386,436
Capital projects i . . - 2955476 - 647,937 3600413
Beach nourishment - . . - - 1,416,745 - 1,416,745
Transportation . . . 320,366 - . . 320366
Brach mainteomnce £ 2 i . - . 2,050,584 2,050,584
Municipa! court é : . . . : 72,388 72,385
Criminal justice i F " . - . 3,644 3,644
Parks end recreation . d . ; - . 31 L7
Hotel'mone! tax - 318,029 2,871,286 - . - - 1586313
Unsssigned ©.835.686 = 2 = z = ~21.923 6357609

S6E22007  SLI40.800 Sablala2 3123788 $.243.416 S2.850.263 33190520 $22.260.220
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City of South Padre Island, Texas
NOTES TO FINANCIAL STATEMENTS - CONTINUED
September 30, 2015
NOTE R - NET POSITION
Net position is composed of three categories: Net Investment in Capital Assets, Restricted and Unrestricted.

Governmental Component
Activiti Uni

Net investment in capital assets:
Capital assets, net of accumulated depreciation $27,602,796 $6,557,098
Deferred outflows of resources — deferred amount on refunding 233,565 -
Less related liabilities (bonds, net of premium, and capital leases)  (10,915,623) (4.185,000)
Net investment in capital assets — total 16,920,738 2,372,098
Restricted net position consist of the following:
Restricted for debt service 343,578 531,809
Restricted for capital projects 3,603,413 -
Restricted for beach nourishment 1,416,745 -
Transportation 320,366 -
Restricted for beach maintenance 2,050,584 -
Restricted for municipal court 72,385 -
Restricted for criminal justice 3,644 -
Restricted for parks and recreation 3,117 -
Restricted for hotel/motel taxes 5986315 .
Restricted net position — total 13,800,147 531,809
Unrestricted net position _7.484.310 1.076,133
Total net position $38.200,199 $1.980.040)

NOTE S - PRIOR PERIOD ADJUSTMENT
Change in Accounting Principle

During fiscal year 2015, the City adopted GASB Statement No. 68 for Accounting and Reporting for Pensions. With
GASB 68, the City must assume the Net Pension Liability of the City's defined benefit retirement plan through the
Texas Municipal Retirement System (TMRS). Adoption of GASB 68 required a prior period adjustment to report the
effect of GASB 68 retroactively, The amount of the prior adjustment is $(364,892) and $(1,828) in the City and
EDC, respectively.

Correction of an Error

During 2015, an error in the valuation of capital lease amounting to $12,965 was discovered. This difference is
recorded as a decrease in the beginning net position and an increase in beginning balance of outstandling capital
leases.

The combined effect of the above adjustments is $(377,857) and $(1,828) in the City and EDC, respectively.
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City of South Padre Island, Texas

GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended Septamber 30, 2015
Varisnce
Final Budget
Budge Positive
Original Final Actual (Negarive)
REVENUES
Property taxes - incinding penalty and interest § 6,003,858 § 6,003,858 S 5,920,039 $ (83819
Nonproperty taxes 3455318 3455318 3,525,342 70,024
Fees and services 707,478 707,478 720,754 13,276
Fines and forfeitures 410,000 410,000 429,908 19,905
Licenses and permits 134,475 134,475 257,990 123,515
Intergovernmental 23,000 24,585 7,591 (17,994)
Miscellancous and program revenues 53,000 80,713 191,404 110,691
Total revenues 10,787,129 10,817,427 11,053,025 235,598
EXPENDITURES
Current
General government
City council 20,000 20,000 11,406 8,594
City administration 675,862 679,648 649,802 29,846
Finance 337912 337913 332,608 5,305
Planning 166,445 166,445 162,177 4,268
Information services 462,158 468,865 430,025 38,840
Environmental health services 408,008 413,505 401,425 12,080
General services 855,541 851,755 793,800 57,955
Special projects 232,940 500,079 362,001 138,078
Total general government 3,158,864 3,438,210 3,143,244 294,966
Public safety
Municipal court 190,218 190,318 185,795 4,523
Police 2,751,092 2,751,092 2,573,120 177,972
Fire 2,149,875 2,152,460 2,073,259 79,201
Emergency management 14,380 14,380 10,086 4294
Total public safery 5,105,665 5,108,250 4,842,260 265,990
Public works
Building maintenance 192,262 201,918 190,169 11,749
Inspections 189,942 189,942 189,741 201
Fleet Management 494,829 493,400 382,855 110,545
Public works 1,091,211 1,141.422 1,043,760 97,662
Total public works, 1,968,244 2,026,682 1,806,525 220,157
Capital autley 24,000 329,241 284,412 44,829
Debt service
Principal retirement - capital lease 303,225 312,013 312,013 -
Interest and fees iy S N o e
Total debt service 353,247 363,243 363,243 -
Total expenditures 10,610,020 11,265,626 10,439,634 825,942
EXCESS OF REVENUES OVER EXPENDITURES 177,109 (448,199) 613,341 1,061,540
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City of South Padre Island, Texas
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - CONTINUEID
For the Year Ended September 30, 2015

Variance
Final Budget
Budget Positive
Original Final Actual (Negative)
OTHER FINANCING SOURCES (USES)
Sale of fixed asset - 5 - $ 1,200 $ 1,200
Transfers in 230,000 230,000 96,521 (133,479
Transfers out (344,264) (803,514) (725,460) 78,054
Total other financing sources (uses) (114,264) {573,514) (627,739) (54,225)
NET CHANGE IN FUND BALANCE $ 62,845 §_(1,021,713) (14,398) $ 1,007,315
Fund balance — beginning 906,405
$ 6,892,007

Fund balance — ending
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City of South Padre [slard, Texas
HOTEL/MOTEL TAX FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended September 30, 2015

Variance
Final Budget
Budget Positive
Original Final Actual {Negative)
REVENUES
Nonproperty taxes s 4220,111 § 4220,111 $ 4494515 $ 273404
Fees and services 7.000 7,000 17,710 710
Miscellaneous and program revenues e 1 1 50,700 75,096 24,396
Total revenues 4277311 4,277,811 4.5771321 299,510
EXPENDITURES
Current
Convention and visitors buresu
Visitors burcau 225,906 225,906 196,645 29,261
Sales and marketing 1,029,285 1,094,785 1,004,337 90,448
Events marketing 522,620 522,620 470,176 52,444
Marketing 2,500,000 2,500,000 2.203,929 296,071
Total community service 4,277,811 4,343,311 3,875,087 468,224
Capital outlay - 16,000 13,760 2,240
Total expenditures 4.277.81) 4,359,311 3,388,847 470,464
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES - (81,500) 688,474 769,974
NET CHANGE IN FUND BALANCE s - $ (81,500) 688,474 $ 7691974
Fund balance — beginning 2,461,326
Fund balance — ending § 3.149.800
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City of South Padre Island, Texas

CONVENTION CENTRE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended September 30, 2015
Variance
Final Budget
Budget Positive
Original Final Actual (Negative)
REVENUES
Nonproperty taxes 2,503,496 2,503,496 $ 2,666,280 5 162,784
Convention centre revenue 202,500 202,500 242217 39,717
Miscellaneous and program revenues 2,500 4,500 5,578 3,078
Total revenues 2,708,496 2,708,496 2,914,075 205,579
EXPENDITURES
Current
Convention and visitors bureau
Convention centre 1,406,482 1,296,631 1,100,763 195,868
Tatal community servioe 1,406,482 1,296,631 1,100,763 195,868
Debt service
Principal retirement - capijtal lease 5,249 5,249 5,249 -
Interest and fees 664 664 664 *
Capital outlay 43,000 152,852 136,582 16,270
Total expenditures 1455395 1455396 1,243,258 212,138
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 1,253,101 1,253,100 1,670,817 417,717
OTHER FINANCING SOURCES (USES)
Sale of capital assets - - 4978 4,978
Transfers out - (4,86%,506) (2,946,143) 1,923,363
Total other financing sources (uses) - (4,869,506) (2,941,165) 1,928,341
NET CHANGE IN FUND BALANCE $ 1,253,101 $ (3,616,406) (1,270,348) s 41,080
Fund balance -- beginning 4,169,480
Fund balance - ending $ 2.899,132



City of South Padre Island, Texas
TRANSPORTATION GRANT

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

REVENUES
Intergovernmental
Miscellaneous and program revenues
Total revenues

EXPENDITURES
Current

Transportstion
Transportation
Total transportation
Capital outlay

Debt service
Principal retirement - capital lease
Interest and fees
Total debt service

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Total other financing sources (uses)
NET CHANGE IN FUND BALANCE
Fund balance ~ beginning

Fund balance — ending

For the Year Ended September 30, 2015

Variance
Final Budget

Budget Positive

Original Final Actual (Megative)
$ 3,284,159 § 3443515 $ 2,445,699 § (997.816)

50,000 3 50,000 50,000 -
3,334,159 3,493,515 2,495,699 (997,816)
1,689,544 1,732,010 1,491,095 240915
1,689,544 1,732,010 1,491,095 240915
1,800,000 2,046,891 1,062,986 983,905

7,580 7,580 7.580 -

958 958 958 -

8,538 8,538 8,538 P - -
3,498,082 3,787,439 2562,619 1,224,820
(163,923) (293,924) (66,920) (2,222,636)
164,684 164,684 86,630 (78,054)
164,684 164,684 86,630 (78,054)
s 761 §_(129.240) 19,710 $ (2,300,690)

304,075
s 323,785



City of South Padre Island, Texas
GULF BOULEVARD REBUILD FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended September 30, 2015

Variance
Final Budget
Budget Positive
Original Final Actual (Negative)
REVENUES
Miscellaneous and program revenues b - 5 - 3 1,733 § 1733
Total revenues - - 1,733 1,733
EXPENDITURES
Capital outlay - = 50,441 (50,441)
Debt Service
Bond issue costs - - 103,079
Total expenditures - - 153,520 (50,441)
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES - - (151,787) (48,708)
OTHER FINANCING SOURCES (USES)
Issuance of debt - - 2,905,000 2,905,000
Premium on issuance of debt - - 202,263 202,263
Total other financing sources (uses) x - 3,107,263 3,107,263
NET CHANGE IN FUND BALANCE - - 2,955,476 3,058,555

Fund balance — beginning ————— s

Fund balance - ending $ 2195."'476
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City of South Padre Island, Texas
CONSTRUCTION IN PROGRESS FUMND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL

For the Year Ended September 30, 2015

REVENUES
Total revenues

EXPENDITURES

Capital outlay
Total expenditures

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES
OTHER FINANCING SOURCES (USES)
Transfers in
Total other financing sources (uses)
NET CHANGE IN FUND BALANCE

Fund balance — beginning

Fund balance — ending
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Variance
Final Budget
Bud!g Positive
Original Finial Actusl (Negative)
b - $ - A -
4,869,506 2,946,143 1,923,363
4,869,506 2946,143 1,923,363
(4,869,506) (2,946,143) 1,923,363
4,869,506 2.946,143 (1,923,363)
4 869,506 2,946,143 (1,923,363)
e ¥ Lo S
s .



City of South Padre Island, Texas
BEACH NOURISHMENT FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL

For the Year Ended September 30, 2015
Variance
Final Budget
Budget Positive
Original Final Actual (Negative)
REVENUES
Nonproperty taxes $ 415635 § 415635 $ 447,550 § 3915
Miscellancous and program revenues - - 2,922 2922
Total revenues 415,635 415,635 450,472 34,837
EXPENDITURES
Current
Community service 720,000 7.20,000 35,870 684,130
Total expenditures 720,000 720,000 35,870 684,130
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (304,365) (304,365) 414,602 718,967
NET CHANGE [N FUND BALANCE $ (304.365) $ (31)4,365) 414,602 $ 718,967
Fund balance — beginning 2,435,967
Fund belance — ending $ 2,850,569
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City of South Padre Island, Texas
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
FOR AGENT MULTIPLE EMPLOYER PENSION PLAN —
TEXAS MUNICIPAL RETIREMENT SYSTEM
For the Year Ended September 30, 2015

Total Pension Liability
Service cost $ 1,221,450
Interest (on the total pension liability) 1,754,638
Changes of benefit terms -
Difference between expected and actual experience (172,667)
Changes of assumptions -
Benefit payments, including refunds of employee contributions _(733.635)
Net change in total pension liability 2,069,786
Total pension liability — beginning 24,822.353
Total pension liability — ending (a) $26.892.139
Plan Fiduciary Net Position
Contributions —~ employer $ 920,340
Contributions — employee 516,630
Net investment income 1,352,871
Benefit payments, including refunds of employee contributions (733,635)
Administrative expense (14,122)
Other —(L16])
Net change in plan fiduciary net position 2,040,923
Plan fiduciary net position — beginning 23.643,956
Plan fiduciary net position — ending (b) $235.684,879
Net pension liability — ending (a) — (b) $_1.207.260
Plan fiduciary net position as a percentage of total pension liability 95.51%
Covered employee payroll $7,380,428
Net pension liability as a percentage of covered employee payroll 16.36%

GASB 68 requires 10 fiscal years of data to be provided in this schedule. However, until a full 10-year trend is

compilled, this schedule provides ihe information of those years for which information Is available.
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City of South Padre Island, Texas
SCHEDULE OF CONTRIBUTIONS
FOR AGENT MULTIPLE EMPLOYER PENSION PLAN ~
TEXAS MUNICIPAL RETIREMENT SYSTEM
For the Year Ended September 30, 2015

Actuarially determined contribution § 926,892
Contributions in relation to actuarially determined contribution _(926,892)
Contribution deficiency (excess) 3 :
Covered employee payroll £7,359,671

Contributions as a percentage of covered employee payroll 12.59%
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City of South Padre Island, Texas
NOTES TO SCHEDULE OF CONTRIBIUTIONS
FOR AGENT MULTIPLE EMPLOYER PEN{SION PLAN -
TEXAS MUNICIPAL RETIREMENT SYSTEM
For the Year Ended September 30, 2015

Valuation Date: Actuarially determined contribution rates are calculated as of
December 31 and become effiective in January 13 months later.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, (Closed

Remaining Amortization Period 29 Years

Asset Valuation Method 10 Year Smoothed Market; 15% Soft Corridor

Inflation 3.0%

Salary Increases 3.50% to 12.00% including inflation

Investment Rate of Return 7.00%

Retirement Age Experience ~ based table based on rates that are specific to the City’s

plan of benefits. Last updated for the 2010 valuation pursuant to an
experience study of the period 2005 - 2009,

Mortality RP2000 Combined Mortality Table with Blue Collar Adjustment with
male rates multiplied by 109% and female rates multiplied by 103% and
projected on a fully generational basis with scale BB.

Other Information: There were no benefit changes during the year.

GASB 68 requires 10 fiscal years of data to be provided in this schedule. However, until a full 10-year trend Is
compiled, this schedule provides the Information of those years for which Information Is available.
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City of South Padre Island, Texas
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
Year Ended September 30, 2015

Stewardship, compliance, and accountability
1. Budgetary information

The Board adopts an “appropriated budget” on a basis consistent with GAAP for the general fund, certain special
revenue funds and the debt service fund. The City is required to present the original and the final amended budgets
for revenues and expenditures compared to actual revenues and expenditures for the general fund and major special
revenue funds at the functional level of detail, as included herein.

In establishing budgetary data reflected in the financial statements, the City follows these procedures:

a. The City Manager establishes the amount of estimated revenues and other resources available for appropriation
for the succeeding budget year,

b. 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 by fund, function and activity and the
means of financing them.

¢. Public hearings and workshops (including department heads) are conducted at the City Hall to obtain taxpayer
and elected officials’ comments.

d. Prior to October 1, the budget is legally adopted by the City Council.

e. Revisions that alter budgets at the department level within a fund must be approved by the City Council, The
Statement of Revenues, Expenditures and Changes in Fund Balances; - Budget and Actual - all Governmental
Fund Types reflect these revisions. Actual expenditures and operating transfers may not legally exceed budget
appropriations at the individual fund level.

f. Formal budgetary integration is employed as a management control device during the year for the General, certain
Special Revenue and Debt Service Funds.

g. Annual appropriated budgets are adopted for the General, certain Special Revenue and Debt Service Funds. All
annual appropriations lapse at year-end to the extent they have not been expended or encumbered.

Before October 1, the proposed budget is presented to the City Council for review. The City Council holds public
hearings and may add to, subtract from or change appropriations, but may not change the form of the budget. Any
changes in the budget must be within the revenues and reserves estimated as available by the City Manager or the
revenue estimates must be changed by an affirmative vote of a majority off the City Couneil.

Expenditures may not legally exceed budgeted appropriations at the fund level. During the year, several
supplementary appropriations were necessary.

2. Expenditures over Appropriations

None noted.
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City of South Padre Island, Texas

NON-MAJOR GOVERNMENTAIL FUND
STATEMENTS AND SCHEDULES

Special revenue fund: Municipal Court Technology Fund was established to account for monies collected on traffic
fines. $4.00 is collected on each ticket and is used specifically for technology improvements in the Municipal Court.

Special revenue fund: Municipal Court Security Fund was established to account for monies collected on traffic fines.
$3.00 is collected on each ticket and is used specifically for security needs in the Municipal Court.

Special revenue fund: Criminal Justice Fund is used to account for miscellancous grant revenues that afe received.

Special revenue fund: Parks and Recreation Fund was established to account for funds set aside for upgrades to City
parks.

Special Revenue fund: Beach Maintenance Fund is used to clean and maintsiin the beach. The State of Texas sends the
City 2% of the hotel/motel tax collected by the State for these efforts.

Special revenue fund: Street Improvement Fund is used to account for improvements on the streets of the City.

Capital project fund: Capital Replacement Fund was established to account for capital acquisitions needed which
include fleet for police, fire, and public works,

Capital project fund: Beach Access Fund is used to account for projects to improve access to the beaches of the City.

Capital project fund: Bay Access Fund was established to account for projects to improve access to the Laguna Madre
Bay.

The Debt Service Fund is used to account for the accumulation of resonrces for the payment of long-term debt principal
and interest and related costs. An ad valorem tax rate and tax levy is required to be computed and levied, which will be
sufficient to produce the money required to pay principal and interest as it comes due. A transfer from the Convention
Centre fund is also made to support the debt for the Convention Centre.

79



ASSETS

Cash and cash equivalents
Receivables (net of allowance)

Taxes

Accounts

Due from other governments
Prepaid items

TOTAL ASSETS

LIABILITTES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCE

TOTAL LIABILITIES
DEFERRED INFLOWS OF RESOURCES

Unavailable revenoe - property taxes

FUND BALANCE
Noaspendable
Restricted

Unassigned
TOTAL FUND BALANCE

TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES, AND
FUND BALANCE

City of South Padre Island, Texas
NON MAJOR GOVERNMENTAL FUNDS

COMBINING BALANCE SHEETS
September 30, 2015
Special Revenue Funds
Municipal Municipal
Coun Coun Criminal Parks and Beach Street
Technology Security Justice Recreation Maintenance  Improvement
Fund Fund Gramt Fund Fund Fund
5 15416 § 56969 5 3,644 s n § 985860 $ 502170
- - - - 1,064,724 -
- - - - ‘.42; »
§ 15416 §_36,569 $ Jo4 5 317 $2.055,079 $ 502,170
= = - - 4,495 -
15416 56,969 3,644 anT 2,050,584 502,170
15416 56,969 3,644 3117 2,055,079 502,170
$ 15416 3 56969 s 3,644 5 3,17 §2,055,079 $ S02.170




ects Funds

Total
Capital Beach Bay Non Major
Replacement Access Access Detnt Governmemal
Fund Fund Fund Total Service Funds

$ 20038 sz § 291 5 1.723014 § 382,764 $2,105,778

; ¢ : : 24206 24206
11,852 . . 11,852 1174 13,026

: z . 1,064,724 . 1,064,724

- : - 4495 - 4495

§ 31 E ! 113877 $ 1923 s 085 $ 408,144 §3.21 9
: 2 & . 21,708 21,708

- > - . 21,708 21,708

r i : 4495 . 4,495
80 11387 - 2,777,667 386436 3,164,103

- . 21,923 21,923 . 21,923

3,89 113877 21923 _ 2,804,085 386436 _3,190.521

§_318% 113877 § 21923 $ 2,804,085 3 408144 $3212.229
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City of South Padre Island, Texes
NON MAJOR GOVERNMENTAL FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
For the Year Ended September 30, 2015
Special Revenue Funds
Municipal Municipal
Count Court Criminal Parks and Beach Street
Technology Security Justice Recreation  Maintenance [mprovement
Fund Fund Grant Fund Fund Fund
Revenues
Property taxes s - s - s - § = s E s -
Nonproperty taxes - - - - 1,723,769 -
Fines and forfeitures 10,149 7,612 - - - -
Intergovernmental - - . - 196,447 122,828
Miscellaneous - - - 1.220 1,135 -
Total revenues 10,149 7,612 - 1,220 1,921,351 122,828
Expenditures
Current
General povernment . - - - 41,348 -
Public safety 6,944 1,500 - - 191,722 .
Public works . - - - 539,712 -
Community service - - - 14,940 - -
Capital outlsy - . - - 92,135 162497
Debt service
Principal - bonds - . - - B -
Priocipal - capital lease - - = - 5701 -
Interest - - - . 567 -
Administrative charges - - - - 154 -
Total expendinres 6,944 1,500 - 14,940 871,399 162,497
EXCESS (DEFICIENCY) REVENUES
OVER (UNDER) EXPENDITURES 3,205 6,112 - (13,720) 1,049,952 (6:39,669)
Other financing sources (uses)
Sale of capital assets - B - - 20,038 -
Transfers in - - - 15,000 - 00,250
Transfers (out) = - - - (403,563) -
Total other fimancing sources (uses) - - - 15,000 (383,525) 600,250
NET CHANGE IN FUND BALANCES 3,208 6,112 . 1,280 666,427 (39.419)
Fund balence, beginning of year 12211 50,857 3,644 1,837 1,388,652 441589
Fuind balance, end of year $ 15416 $ 56969 $ 3644 § 3117 3 2055079 5 502,170




Total
Capital Beach Bay Non Major
Replacement Access Access Debt Governmental
Fund Fund Fund Total Service Funds
s - s - s - 5 - S 686,247 5 686247
s - - 1,723,769 - 1,723,769
. x - 17,761 - 17,761
= . 319275 319275
. - - 2,355 - 2,355
- 2,063,160 636,247 2,749,407
P 41,348 - 41,348
- - 200,166 . 200,166
N 2 14,580 554,352 . 554,352
# - . 14,940 . 14,940
. 332,435 9,380 1,196,447 - 1,196,447
" a 2 - 420,000 420,000
= . = 5,701 . 5,701
2 - 567 225,163 225,730
. . . 154 1250 1,404
- 332435 23,960 2,013,678 646413 2,660,088
. (332,435) (23,960) 49,485 39,834 89,319
11,852 - - 31,890 - 31,890
- 307,042 23,580 945,872 - 945,872
- - z (403,563) = __(403,563)
11,852 307,042 23,580 574,199 - 574,199
11,852 (25.393) (380) 623,684 39,834 663,518
20,033 139270 22303 2,180,401 346,602 2,527,003
5 31,890 $ 113877 $ 21923 $ 2,304,085 $ 3 6 3 3,190,521
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City of South Padre Island, Texas

DEBT SERVICE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL

For the Year Ended September 30, 2015

Variance
Final Budget
Budget Positive
Original Final Actual (Negative)
REVENUES
Property taxes $645913 $ 645913 $ 686,247 $ 40,334
Total revenues 645,913 645,913 686,247 40,334
EXPENDITURES
Debt gervice
Principal retirement 420,000 420,000 420,000 -
Interest 225,163 225,163 225,163 -
Administrative charges 750 750 1,250 (500)
Total expenditures 645913 645913 646,413 (500)
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES - - 39834 39,834
NET CHANGE IN FUND BALANCE g = s - 39,834 $ 39834
Fund balance — beginning 346,602
Fund balance ~ ending § 386436
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City of South Padre Island, Texas

COMPONENT UNIT

South Padre Island Economic Development Corporation (EDC): The five-member board of directors is
appointed by the City Council. The EDC is authorized to administer the distribution of the proceeds of
any development bonds issued and the proceeds of certain development sales taxes received on behalf of
the City, The EDC’s operational and capital budget must be approved by the City Council.



City of South Padre Island, Texas
SOUTH PADRE ISLAND ECONOMIC DEVELOPMENT CORPORATION
DISCRETELY PRESENTED COMPONENT UNIT

COMBINING BALANCE SHEET
September 30, 2015
Economic EDC EDC
Development  Debt Service Debt Total
ASSETS Corporation Reserve Service Component
General Fund ~ __Fund Fund Unit
Cash and cash equivalents $ 664,170 § 439,758 § 26,527 § 1,130,455
Receivables 95,956 - - 95,956
Prepaid items - - 321,442 321,442
Loans receivable 65,524 - - 65,524
TOTAL ASSETS 5 825650 § 439758 5 347969 § 1613377
LIABILITIES
Other liabilities h] 1952 § - s - 3 1,952
TOTAL LIABILITIES 1,952 - 1.952
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - noncurrent receivables 65,524 - - 65,524
TOTAL DEFERRED INFLOWS OF RESOURCES 65,524 . - 65,524
FUND BALANCE
Noaspendable - - 321442 321,442
Restricted - 439,758 26,527 466,285
Unassigned 758,174 - - 758,174
TOTAL FUND BALANCES 758,174 439,758 347,969 1,545,901
TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES, AND
FUND BALANCE § . B25650 § 439758 § 347969 § 1613377
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City of South Padre Island, Texas
SOUTH PADRE ISLAND ECONOMIC DEVELOPMENT CORPORATION
RECONCILIATION OF THE COMBINING BALANCE SHEET OF THE
COMPONENT UNIT TO THE STATEMENT OF NET POSITION
September 30, 2015

Fund balances of the component unit funds $ 1,545,901

Amounts reported for governmental type activities in the statement of net position
are different because:

Capital assets used in governmental type activities are not
financial resources and therefore are not reported in the 6,557,098

Other long-term assets are not available to pay for cutrent
period expenditures and therefore are deferred in the funds. 155,524

Long term liabilities, including bonds payable, are not due in
the current period and therefore not reported in the funds, (4,185,000)

Included in the statement of net position non-current
liabilities is the recognition of the EDC's portion of net
pension liability required by GASB 68 in the amount of
($9,791), a deferred resource inflow in the amount of
(81,165), and a deferred resource outflow in the amount of
$7,473. This resulted in a decrease in net position of $3,483.
(3,483)

Net position of governmental type activities $ 3,980,040
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City of South Padre Island, Texas
SOUTH PADRE ISLAND ECONOMIC DEVELOPMENT CORPORATION

DISCRETELY PRESENTED COMPONENT UNIT

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
For the Year Ended September 30, 2015

REVENUES
Sales taxes
Intergovernmental revenues
Loan revenue
Miscellancous and program revermes

Total revenues

EXPENDITURES
Current
Community service
Debt service
Principal retirement
Interest expense
Capital outlay
Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

Other financing sources (uses)
Transfers out
Transfers in
Total other financing sources (uses)
Net change in fund balances
Fund balance -- begimming

Fund balance — ending

Economic EDC EDC

Development  Debt Service Debt Total
Corporation Reserve Service Component

General Fund Fund Fund Unit
$ 781277 S . $ 1 A3 $ 781,277
11,556 - - 11,556
4,170 436 11 4,617
797,003 436 11 797,450
194,342 - - 194 342
- - 210,000 210,000
- - 187,295 187,295
194,342 - 397,295 591,637
602,661 436 (397,284) 205,813
(412,885) - - (412,885)
- - 412,885 412,885

(412 885) - 412,885 -
189,776 436 15,601 205,813
568,398 419,322 332,368 1,340,088
§ 758,174 $ 439,758 $ 347,969 $£1,545,901
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City of South Padre Island, Texas
SOUTH PADRE ISLAND ECONOMIC DEVELOPMENT CORPORATION
RECONCILIATION OF THE COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF THE COMPONENT UNIT FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2015

Net change in fund balances —total component unit funds $ 205,813

Amounts reported for governmental type activities in the
staternent of activitics

Governmental type 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 current period depreciation ($161,632)

exceeded capital outlay of $-0-. (161,632)

The implementation of GASB 68 required that certain expenditures be de-
expended and recorded as deferred resource outflows. These
contributions made after the measurement date of 12/31/14 caused the
change in the ending net position to increase in the amount of $5,512.
Contributions made before the measurement date but after the previous
measurement date were reversed from deferred resource outflows and
recorded as a current year expense. This caused a decrease in the change
in net position totaling (3$5,459). The EDC's reported portion off TMRS
net pension expense had to be recorded. The pension expense increased
the change in net position by $562. The result of these changes is to

increase net position.
615

Repayment of bond principal is an expenditure in the governmental funds,

but the repayment reduces long-term liabilities in the statement of net

position. 210,000

Govemnmental type funds report loans made to outside parties a5

expenditures. However, in government wide statements, it has no effect

on the change in net position. (11,556)
Change in net position of governmental activities $ 243,240
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City of South Padre Island, Texas
September 30, 2015

STATISTICAL SECTION

This part of the City of South Padre Island’s comprehensive annual financial report presents detailed information asa
context for understanding what the information in the financial statements, note disclosures, and required supplementary
information says about the government’s overall financial health,

CONTENTS

Financial Trends Schedules 1-4

These schedules contain trend informartion to help the reader understand how the government's financial
performance and well-being have changed over time.

Revenue Capacity Schedules 5-9

These schedules contain information to help the reader assess the government's most significant local revenue
sources, the property tax and the hotel-motel tax.

Debt Caparity Schedules 10-13

These schedules present information to help the reader assess the affordability of the government's current levels of
outstanding debt and the government’s ability to issue additional debt in the future.

Demographic and Economic Information Schedules 14-15

These schedules offer demographic and economic indicators to help the reader understand the environment within
which the government's financial activities take place.

Operating Information Schedules 16-19

These schedules contain service and infrastructure data to help the reader understand how the information in the
government's financial report related to the services the government provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual financial
report for the relevant year.
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City of South Padre Island, Texas Schedule 1
FUND BALANCES OF GOVERNMENTAL FUNDS
Last Ten Fiscal Years
(modified scorual basis of accounting)
006 2007 2008 2009 K10 2011 2012 2013 2014 Pl
Geoeral fimd
Pre GASB 54
Reserved $ 5T $ 54073 s 3132 5 ’smMm $ 3613 3 - 5 - 4 - 3 - $ -
Unreserved —4,329.297 095,575 5768180 6,477,040 6144362 - - - - -
Total pre GASB 54 § 4365018 § 5149648 S$580550) 36512141 $6175985 S - 3 3 X = % - $ -
Post GASB 54
Nonspendable 3 - 3 - 3 - 3 = 3 - § 45959 5§ 21542 § 55701 $ 57868 § 56,321
Unassigned - - - - - 6243764 _ 6357093 _ GISR124 __ 6848537 __ 6BISERS
Total post GASB 54 s . . 08 - % - 8 - SeXom SEIMES § 620385 5 606405 § 6892000
All Other Governmental Funds
Pre GASB 54
Reserved 5 1625 3 568453 $ 766,366 5 7™M 3 696,464 5 - b ] - s - s - s -
Unreserved, reported in:
Special revenue fmds 6,133,843 5,857,458 681,831 3,040,415 2,590,794 - - - - x
Capital projects funds 7,307,966 1,609,091 4,048,185 478,262 1,691,350 - - - - -
Total pre GASB 54 $14019434 5 8035002 $5496382 34248017 34978608 § S s 3 - 3 SR -
Post GASB 54
Nonspeodable s - 3 - 3 - 3 S - 5 114354 3 14889 § 54786 § 42639 § 1,504,355
Restricied:
Debt service - - - - . 429,784 273,133 309,533 346,602 386436
Capital projects - - - . - 4,914,411 1,502,659 2,636,575 700,897 3,603,413
Beach nourishment - - - . - - - - 2,435,967 1,416,745
Transporistion - . - - - 15421 235,999 287934 loam 320,366
Beach maintcnance - - - - . 78,887 264,395 790,655 1,382,753 2,050,584
Mumicipal court - - - - - 43,562 43913 53,59 63,068 72,385
Criminal justice < - . - = 345 3,644 3,644 3,644 3,644
Husricane recovery - . - - - 248,27 205,288 181,185 - -
Parks snd recreation - - - - - 2,185 23n 3920 1,837 317
HoteV/moled tax - - - - . 2,442,154 3,603,561 5,068,679 6,596,864 5,986,315
Unassigned - - - - - - (172,892) (7.16T) 22,303 21,923
Total post GASB 54 s - 1 - 5 - 5 - s - 3 BAIAMM s &1 li& s 9&3&33 3 llllﬂﬁl §_ 15369283




City of South Padre Island, Texas
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

Last Ten Fiscal Years
(medified accrual basis of accounting)
2006 2007 2008
REVENUES
Property taxes $4,123,204 $4,719,773 $5,393.449
Nonproperty taxes 8,439,497 8,722,337 7,999,068
Fees and services 335617 287475 298,189
Fines and forfeitures 265,700 295,560 219,209
Licenses and permits 887,829 451,372 573,866
Intergovernmental 489,358 920,629 1,077,978
Miscellancous and program revenues 970,769 1,203,760 616,757
Total revenues 15.511.974 16,600,906 16,178,516
EXPENDITURES
General 1,967,410 2,179,937 4,084,721
Public safety 3,135257 3,256,352 3,822,108
Public works 1,158,093 1,346,075 1,484,580
Transportation 382,221 430,979 1,063,572
Community service 179,277 616,566 326,736
Convention and visitors bureau 4,627,296 4,423,112 5,114,147
Debt service
Principal retirement £45,000 1,065,000 1,110,000
Interest 329,844 372,160 329243
Administrative charges 32,100 500 500
Bond issue costs - - -
Capital outlay 3,503,133 8,110,027 3,211,465
Total expenditures 16,159,631 21,800,708 20,547,072
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (647,657)  (5,199,802)  (4,368,556)
Other financing sources (uses)
Sale of fixed assets 6,060 - 1,485,785
Proceeds from issuance of bonds 1,600,000 - 1,000,000
Premium on issuance of bonds - - -
Uses of debt refunding - - -
Insurance Proceeds - - -
Transfers out (3,105238)  (2,031.131)  (2.209.420)
Transfers in 3105238 2,031,131 2,209,420
Total other financing sources and (uses) 1,606,060 - 2,485,785
Net change in fund balances $958.403 lsss. 199.802)  (31.882.771)
Debt service as a peroentage
of noncapital expenditures 9.28% 10.50% 8.30%



Schedule 4

2009 2010 2011 2012 2013 2014 2018
$6,115200  $6,042,754  $6407.899  $6572,035 6666348 6554043 $6,606,286
8478004 8988221 9585210 10231694 (1333958 12684073 12857456
353,545 529,702 41L771 847,528 786,089 879384 970,681
295.990 379,684 424,124 517776 455300 576361 447,666
322,645 557,605 222292 191,105 150,583 137367 257,990
1,056,767 905,542 1,679,714 2202888 2231734 1609228 2,772,565
981,229 361,506 408,344 179,856 __ 158,989 374541 129,088

17.603,389 17,765,104 _ 19,139.354 20,742,882 _ 21,783,001 22814997 _ 24.241,732

3,124,195  3.801,677 3441451 2912655 3,204,508 3022645 3,184,592
4101247 4478384 4313528 4806764 4,954,525 5079755 5,042,426
2,156,348  2,158644  2,188234 2424423 2,079,739 2115599 2360877
552,966 782,525 957,492 1,078,641 1,104,987 1336549 1,491,095
832,168 40,494 820,784 119,300 418,152 131262 50810
5,532,594 4653373 4972074 4740409 5313518 5319014 4,975,850
1,160,000 1,205,000 932,358 982.225 634,920 696201 750,543
285443 275,612 261,642 400,165 301,716 297548 275,741

- - 2,736 800 (500) 4,308 4,245

- . 94,968 103,287 . . 103,079
4,816,260 906820 _ 2417098 _ 5628071 _ 1591360 1676803 _ 5,690,771
2561221 1 29 20402365 _ 23196740 _ 19602525 _ 19.679.684 _ 23,930,029

(4,957.832) (537.425) (1263011) (2350571) 2,180,476 3,135313 311,703

14,989 85,350 25,933 477 2,777 71,780 38,068

. . 902220 119,200 899,313 . -

. 830,000 38300000 3,165,000 . . 2,905,000

. X 101,462 289,990 : - 202263

X . - (3351,703) . . .
4401118 16510 - x . v .
(2,371,184)  (1,587,679)  (853,568)  (1,200089)  (1,I55679)  (1,362,784)  (4,075,166)
2371184 1.587.679 _ 853568 _ 1200089 _ LISS.679 _ 1362784 _ 4,075,166
4,416,107 931,860 _ 4,829,615 23,971 922,090 71780 _ 3,145,331

($541.725) !394‘35 $3566.604  (§2.226,600) _$3,102.566 532071092_ $3.457,034

8.15% 8.51% 6.67% 7.92% 5.20% 5.54% 3.68%
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City of South Padre Island, Texas Schedule 5
ASSESSED VALUE AND ACTUAL VALUE OF TAXABLE PROPERTY
Last Ten Fiscal Years
Fiscal Total
Year Net Taxable Assessed Value Less: Total Taxable Direct
Ended Real Personal Exempt Assessed Tax
September 30, Property Property Property Value Rate
2006 1,712,735,440 31,000,283 83,532,833 1,660,202,890 0.25311
2007 1,941,204,388 32,472,880 61,850,862 1,911,826,406 0.25311
2008 2,305,658,543 34,289,547 71,535,213 2,268,412, 877 0.24561
2009 2,545,047,287 33,419,535 78,289,018 2,500,177,804 0.24561
2010 2,539,540,899 29,230,095 76,526,864 2,492,244,130 0.24561
2011 2,635,413,859 30,316,814 84,535,004 2,581,195,669 0.24561
2012 2,656,625,431 29,055,461 77,035,264 2,608,645,628 0.25040
2013 2,653,041,784 28,324,135 75,246,646 2,606,119,273 0.25270
2014 2,629,536,569 31,256,298 77,229,580 2,583,563,287 0.25438
2015 2,574,041,045 32,621,783 90,276,002 2,516,386,826 0.26275

Source: Cameron County Appraisal District

Note: Property in the city is reassessed each year. Property is assessed at actual value; therefore,

the assessed values are equal to actual value. Tax rates are per $100 of assessed value.
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Period

2006
2007
2008
2009
2010
2011
2012
2013
2014

2015

City of South Padre Island Direct Rates

City of South Padre Island, Texas
DIRECT AND OVERLAPPING PROPERTY TAX RATES

Maintenance &

Operations Rate
0.230197
0.219598
0.216810
0.218400
0.220310
0.220310
0.224355
0.223631
0.227828

0.235468

Last Ten Fiscal Years
(rate per $100 of assessed value)
Water Point
Supply Isabel
Debt Total District Cons. Cameron
Service Direct No. 1 1SD County
0.022913 0.253110 0.105800 1.356120 0.358191
0.033512 0.253110 0.080820 1.300185 0.343191
0.028800 0.245610 0.080820 1.061634 0.353191
0.027210 0.245610 0,080820 1.061634 0.363191
0.025300 0.245610 0.080820 1.081634 0.364291
0.025300 0.245610 0.080820 1.081634 0.384291
0.026045 0.250400 0.080820 1.081634 0.384291
0.029070 0.252701 0.080820 1.081634 0.384291
0.026556. 0.254384 0.080820 1.081634 0.384291
0.027286 0.262754 0.039260 1.081634 0.39929]

Source: Cameron County Appraisal District,

Texas
Southmost

College
0.128782
0.162772
0.161089
0.161089
0.161924
0.162423
0.164026
0.162935
0.162935

0.164094

Schedule 6

ISD

0.039200
0.049200
0.-049200
0.049200
0.049200
0.049200
0.049200
0.045200
0.049200

0.049200



City of South Padre Island, Texas Schedule 7
PRINCIPAL PROPERTY TAXPAYERS
Current Year and Ten Years Ago
2015 2006
Percentage Percentage
Taxable of Total Taxable of Total
Assessed Assessed Assessed Assessed
Taxpayer Valuation Rank Valuation Valuation Rank Valuation
SPI Beach Water Resort Waterpark LLC $ 10,882,174 1 0.42%
Agora USALP 10,738,595 2 0.42%
Bahia Mar Tower LLC 9,591,971 3 037%
Sapphire VP LP (ID 526932) 9,000,000 4 0.35%
Peninsula Island Resort & Spa LLC 8,224,739 5 0.32%
ICS Management Company 8,093,443 é 0.31% 7,457,511 4 0.39%
Los Corales Inc. 7,332,010 7 0.28%
Shores Development Inc. 7,079,339 8 0.27%
First Nationa! Bank 7,047,737 9 0.27%
Affiliated Hospitality LLC 6,689,867 10 0.26%
Playa Bonita Properties Ltd 9,335,026 1 0.49%
Laguna Trust 8,087,723 2 0.43%
SSPIBR, Ltd 7,836,061 3 0.41%
AEP Texas Central Co. 6,752,110 5 0.36%
Saida Royale Corporation 6,531,728 6 0.35%
AEP Texas Central Co. 6,384,998 7 0.34%
SP1 La Copa Ltd. 6,383,709 8 0.34%
Alma Investments Inc. 6,305,053 9 0.33%
Oleander Hospitality Inc. 6,146,928 10 0.33%
Total $ 84,679,875 3.27% $71,220,847 3.77%

Source: Cameron County Appraisal District
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City of South Padre Island, Texas Schedule 8
PROPERTY TAX LEVIES AND COLLECTIONS

Last Ten Fiscal Years
(Unaudited)
Collected within the
Fiscal Year of the Levy
Tax Taxes Levied Collections
Fiscal Roll for the Percentage in Subsequent Percentage
Year Year Fiscal Year Amount of Levy Years Amount of Levy
2006 2005 4,196,142 4,033,570 96.13% 158,998 4,192,568 99.91%
2007 2006 4,772,418 4,564,448 95.64% 200,276 4,764,724 99.84%
2008 2007 5,479,052 5,215,751 95.19% 247,227 5462978 99.71%
2009 2008 6,072,211 5,804,355 95.59% 256,087 6,060,442 99.81%
2010 2009 6,073,653 5,804,071 95.56% 258,930 6,063,001 99.82%
2011 2010 6,3!0.281- 6,123,665 97.04% 170,460 6,294,125 99.74%
2012 2011 6,396,519 6,179,171 96.60% 197,800 6,376,971 99.69%
2013 2012 6,521,119 6,384,778 97.91% 119,124 6,503,902 99.74%
2014 2013 6,512,667 6,374,024 97.87% 100,166 6,474,190 99.41%
2015 2014 6,565,849 6,450,296 98.24% - 6,450,296 98.24%

Source: Cameron County Tax Office



City of South Padre Island, Texas Schedule 9
TAX REVENUES BY SOURCE - GOVERNMENTAL FUNDS
Last Ten Fiscal Years
(modified accrual basis of accounting)

Fiscal Property Sales & Mixed Franchise Hotel/Motel

Year Taxes Beverage Tax Tax Tax Total
2006 4,165,498 1,866,426 644,126 5,191,304 11,867,354
2007 4,780,512 1,897,938 748,363 5,334,627 12,761,440
2008 5,483,386 1,965,363 792,992 4,610,239 12,851,980
2009 6,089,968 2,295,465 792,501 4,766,668 13,944,602
2010 6,098,437 2,001,606 802,819 5,564,657 14,467,519
2011 6,407,899 2,116,728 821,796 6,012,126 15,358,549
2012 6,572,035 2,171,134 806,646 7,253,914 16,803,729
2013 6,666,348 2,335,306 819,865 8,178,787 18,000,306
2014 6,554,043 2,604,925 851,056 9,228,091 19,238,115
2015 6,606,286 2,663,089 862,253 9,332,114 19,463,742
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City of South Padre Island, Texas
RAT10 OF OUTSTANDING DEBT BY TYPE

Last Ten Fiscal Years
Governmental Aclivities
Combination

General Tax & Revenue Tax Total Percentage
Fiscal Obligation Refunding Anticipation Capital Primary of Personal
Year Bonds Bonds Notes Leases Government Income
2006 4,785,000 2,965,000 1,600,000 9,350,000 4.14%
2007 4,615,000 2,265,000 1,405,000 8,285,000 377%
2008 4,440,000 1,540,000 1,195,000 7,175,000 3.49%
2009 4,255,000 785,000 975,000 6,015,000 2.77T%
2010 4,065,000 830,000 745,000 5,640,000 257T%
2011 1,766,462 420,000 505,000 819,862 9,511,324 4.29%
2012 7,963,312 - 260,000 826,837 9,050,149 4.08%
2013 7,725,783 - - 1,566,230 9,292,013 4.19%
2014 7,298254 - - 1,275,029 8,573,283 329%
2015 6,855,725 - 3,102,447 957,451 10,915,623 4.20%

Note: Details regarding the City's outstanding debt can be fouad in the notes to the financial statements.
! See Schedule 14 for personal income and population data.

Per

Capita )
1,639

1,452

1,019

936
1,612
1,534
1,575
1,453

1,850

Schedule 10



City of South Padre Island, Texas Schedule 11
RATIO OF GENERAL BONDED DEBT OUTSTANDING
Last Ten Fiscal Years
Percentage of

General Debt Service Net Actual Taxable
Fiscal Obligation Restricted Bonded Value of Per
Year Bonds Net Assets Debt Property (1) Capita (2)
2006 4,785,000 330,344 4,454,656 0.27% 839
2007 4,615,000 330,961 4,284 039 0.22% 809
2008 4,440,000 364,509 4,075,491 0.18% 778
2009 4,255,000 372,222 3,882,778 0.16% 721
2010 4,065,000 413,918 3,651,082 0.15% 689
2011 7,766,462 430,535 7335927 0.28% 1,316
2012 7,963,312 266,563 7,696,749 0.30% 1,350
2013 7,725,783 339,434 7,386,349 0.28% 1,309
2014 7,298,254 346,603 6,951,651 0.27% 1,237
2015 6,855,725 386,438 6,469,287 0.26% 1,162

Note: Details regarding the City's outstanding debt can be found in the notes to the
financial statements

1 See Schedule 5 for property value data

2 See Schedule 14 for population data
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City of South Padre Island, Texas Schedule 12
DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT
As of September 30, 2014

Estimated
Estimated Share of
Percentage Overlapping
Governmental Unit Debt Outstanding Applicable Debt
Debit repaid with property taxes
Cameron County § 130,820,000 13.92%  $18.210,144
Point Isabel Independent School District 20,776,580 67.95% 14,117,636
Laguna Madre Water District #1 14,810,000 73.90% 10,944,590
Texas Southmost College 56,250,000 21.03% 11,829,375
Subtotal, overlapping dein 53,101,795
City direct debt 9,505,000 100.00% 9,505,000
Total direct and overlapping debt 564,606,795

Methodolagy for Deriving Overlapping Percentages:
1) Determine the estimated shared sssessed valustion of taxable property within both the Overlapping; Taxiog Body(s) and your mumicipality;
2) Divide that shared vahue by the total assessed vatue of taxable property withia the overlapping taxing body.

Source: The Municipal Advisory of Texas
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City of South Padre Island, Texas Schedule 13
PLEDGED-REVENUE COVERAGE

Last Ten Fiscal Years
Net Revenue
Gross Operating Available

Fiscal Revenue Expenditures For Debt Debt Service Requirements

Year (1 (2) Service Principal Interest Total Coverage
2006 1,877,855 868,660 1,009,195 680,000 128,488 808,488 1.25
2007 2,172,451 899,167 1,273,284 700,000 105,650 805,650 1.58
2008 1,881 ,é84 1,045,290 835,994 725,000 82,025 807,025 1.04
2009 1,867,690 1,099,504 768,186 755,000 52,822 807,822 0.95
2010 1,191,421 1,212,721 (21,300) 830,000 41,122 871,122 (0.02)
2011 2,077,689 1,332,802 744,887 420,000 6,069 426,069 1.75
2012 2,284,146 1,320,451 963,695 - - - -
2013 2,551,906 1,860,510 691,396 - - - -
2014 3,208,757 1,939,326 1,269,431 - - - -
2015 2,919,053 1,106,674 1,812,379 - - - -

(1) Convention Center Fund revenues, including interest and sale of capital assets.

(2) Convention Center Fund operating expenditures, exclusive of capital outlay (except for professional services).



City of South Padre Island, Texas Schedule 14
DEMOGRAPHIC AND ECONOMIC STATISTICS
Last Ten Calendar Years
Per Capita
Estimated Personal Personal Median School Unemployment
Year Population 1 Income Income 2 Age 2 _Enrollment 3 Rate
2006 5,705 $ 225957935 $ 39,607 51.9 2,585 6.6%
2007 5,708 219,693,845 38,509 523 2,593 6.0%
2008 5,705 205,665,250 36,050 572 2418 8.2%
2009 5,900 217,090,500 36,795 517 2,520 8.3%
2010 5,900 219,780,900 37,251 58 2,507 10.9%
2011 5,900 221,592,200 37,558 58.1 2,544 12.4%
2012 5,900 221,592,200 37,558 58,3 2,574 10.2%
2013 5,900 221,592,200 37,558 58.7 2,588 10.1%
2014 5,900 260,809,500 44,205 59.2. 2,480 8.0%
2015 5900 260,048,400 44,076 60 2518 6.6%
Source:

1 George Wm. Bermry, Ph. D. Analysis 2008
2 U.S. Census Bureau
3 Point Isabel Independent School District

4 Texas Workforce Commission: Information is for entire Cameron County as no data is available on city only
* 2012 and 2013 Personal Income is not available
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City of South Padre Island, Texas
PRINCIPAL EMPLOYERS
Currenty Year and Ten Years Ago
2015 2006
Number of Percent of Percent of
Employees Total City Number of Total City

Employer (Pak) ~ _ Rank  _Employment _Employess _ Rank  _Employment
Schlitterbahn Beach Water Park 1,022 1 22.99% 350 | 581%
City of South Padre Island 288 2 6.48% 226 2 3.75%
The Pearl Beach Resort 208 3 4.68%
Isla Grand Resort 181 4 4.07%
Louie's Backyard 180 5 4.05% 130 7 2.16%
Sea Ranch Enterprises * 168 6 3.78% 90 9 1.49%
Blackbeard's Restaurant 152 7 3.42% 180 3 2.99%
Hilton Garden Inn 150 8 33™%
Origins Recovery Center 125 9 2.81%
La Quinta Inn & Suites 120 10 2.70%
Sheraton Fiesta Beach Resort 225 3 A%
Radisson Resort 200 4 332%
Bahia Mar Resort 150 6 24%%
Holiday Inn Sunspree Resort 125 8 2.07%
Cameron Parks 63 10 1.04%
Total e 58.35% 1,739 28.85%

Source: South Padre Island Economic Development Corporation
*Includes Sea Ranch, Pier 19, and Laguna Bob's
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City of South Padre Island, Texas

FULL-TIME EQUIVALENT CITY GOVERNMENT EMPFLOYEES BY FUNCTION/PROGRAM

Last Ten Fiscal Years
Function 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
General Fund
City Administration 5 5 5 6 6 4 4 4 44 425
Finance B 5 5 4 5 5 ] 5 ] 49
Planning 2 2 2 2 2 1.75 1.75 2 | 2
Technology 2 2 2 2 2 3 3 325 3 295
Human Resources 0 1 g 0 | 2 i 3 3 3 3
Municipal Court 2 2 2 2 3 2 2 2 2 2
Police 34 34 M4 39 39 39 38 38 38 37.95
Fire 18 18 18 21 21 21 27 27 27 26.75
Environmental Health Serv, 3 4 4 6 6 5 5 6 6 5.85
Fleet Management 0 ] 0 2 2 2 2 2 2 2
Building Maintenance 0 0 0 3 3 3 3 3 3 3
Inspections 4 4 4 4 4 3 3 3 3 3
Public Works 22 2 2 18 18 19 19 18 19 18.85
Hotel Motel Fund
Visitor's Center 2 2 2 2 2 2 2 2 3 3
Hotel Motel 12 13.5 13 13 9.5 95 9.5 875 95 95
Events Marleting 1 2 2 2 1 1 | 2 | |
Convention Centre
Convention Centre 11 13.5 13 13 13.5 11.5 10.5 12 10 11.2
Transportation
Trancnortation & 7 J: 7 2 923 15.2% h 16.1 i%2
Beach Meintenance
Police 0 0 0 0 o 0 0 [ 0 0.05
Fise 0 0 0 0 0 0 0 0 0 0.25
Environmental Health Serv. 0 0 0 0 0 0 0 0 0 0.15
Public Works 0 0 0 0 0 0 0 0 0 0.15
Beach Maintenance 0 0 0 0 k] 4 a4 El 4 6
Total Operating Budget FTE's 128 136 135 147 152 148 158 160 161 167

Source; City of South Padre Island Annual Budget
Note: Full-time budgeted positions are shown
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City of South Padre Island, Texas Schedule 17
OPERATING INDICATORS BY FUNCTION
Last Ten Fiscal Years
Function 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Police

Physical arrests 973 896 727 952 1,002 1,199 1,454 1,258 1,246 1,246

Parking violations 1,227 306 514 1,643 2,123 1,897 1,138 724 1,435 793

Traffic violations 2215 3,100 942 995 1,204 1,038 748 481 658 245

Number of commissioned police officers 25 25 26 29 28 28 28 29 28 28

Number of employees - police officers & civilians 34 35 36 40 39 38 38 39 38 38
Fire

Number of calls answered 928 1,194 1,420 1,667 1,783 1,858 1,964 2,107 2243 2,105

EMS calls 536 712 838 816 1,082 1,172 1,415 1377 1,486 1,543

Inspections 331 355 219 475 369 490 kryl 288 150 166

Number of firefighters 17 17 18 18 18 20 26 26 26 25

Number of employees - firefighters & civilians 18 18 21 21 21 21 27 27 27 26
Streets

Street resurfacing (squarc yards) - 7,040 16,837 6,956 8611 9,032 7867 12,050 . 8,891

Sidewalk construction (square yards) 1,160 647 220 693 - 73 2,069 440 368 1,540

Source: City Departments



City of South Padre Island, Texas

Schedule 18
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM
Last Ten Fiscal Years
Function/Program 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Public Safety

Police Stations 1 | 1 1 1 1 | 1 1 |

Fire Stations | 1 1 1 1 1 1 I 1 |
Development Sexvices

Streets (miles) 47.09 47.09 47.09 47.09 47.39 47.39 47.39 47.39 47.39 4739

City area (scres) 1562 1589 1640 1640 1640 1640 1527 1901 1901 1905
Parks and recreation

Playground 1 1 1 | 2 2 2 2 2 o &

Parks 2 2 2 -] 2 3 3 3 3 3

Municipal Beach (miles) 4.5 45 45 45 45 4.5 45 45 _ 4.5 4.5

Beach accesses (developed) 18 18 18 I8 18 19 19 19 19 20

Beach accesses (undeveloped) 6 6 6 6 6 5 5 5 5 4
Transportation

Transit - minibuses 5 6 8 12 10 9 10 11 10 11

Note: In 2012, the city acquired mapping technology to more accurately calculate its square acresge.
Source: City Departments



City of South Padre Island, Texas Schedule 19
MISCELLANEOUS STATISTICAL DATA

Date of incorporation 1973
Fiscal year begins October 1st
Number of budgeted City employees 167
Geographical location: Southem tip of Texas on the Gulf of Mexico
approximately 15 miles north of the Mexican
border.
Temperature: 68.2 degrees average low temperature
80.4 degrees average high temperature
Source: City Staff

Source: www.weatherbase.com
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INDEPENDENT AUDITORS’ 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

To the City Honorable Mayor and
Members of the City Council
City of South Padre Island, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of the governmental activities, the aggregate discretely
presented component unit, each major fund, and the aggregate remaining fiind information of City of South Padre
Island, Texas, as of and for the year ended September 30, 2015, and the related notes to the financial statements,
which collectively comprise City of South Padre Island’s basic financial statements, and have issued our report
thereon dated March 3, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of South Padre Island, Texas’
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of City of South Padre Island, Texas’ internal control, Accordingly, we
do not express an opinion on the effectiveness of City of South Padre Island, Texas’ internal control.

A deficiency in internal control 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 and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in intenal control that might be material weaknesses or, significant
deficiencies, Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of South Padre Island, Texas’ financial statements are
free from 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.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any

other purpose.
Loy Chihs..
LONG CHILTON, LLP
Certified Public Accountants

Herlingen, Texas

March 3, 2016
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Honorable Mayor and
Members of the City Council
City of South Padre Island, Texas

Report on Compliance for Each Major Federal Program

We have audited City of South Padre Island, Texas’ compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each
of City of South Padre Island, Texas' major federal programs for the year ended September 30, 2015. City of South
Padre Island, Texas' major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Audltors’ Responsibility

Our responsibility is to éxpress an opinion on compliance for each of City of South Padre Island, Texas' major
federal programs based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier
General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about City of South Padre Island, 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 on compliance for each major federal program.
However, our audit does not provide a legal determination of City of South Padre Island, Texas® compliance.

Opinion on Each Major Federal Program
In our opinion, City of South Padre Island, Texas, complied, in all material respects, with the types of compliance

requirements referred to above that could have a direct and material effect on each of its major federal programs for
the year ended September 30, 2015.
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Report on Internal Control Over Compliance

Management of City of South Padre Island, Texas, is responsible for establishing and maintaining effective intemnal
control over compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered City of South Padre Island, Texas® internal control over compliance with the
types of requirements that could have a direct and material effect on each rnajor federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in accordance
with OMB Circular A-133, 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 City of South Padre Island,
Texas’ internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A
material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe than
a material weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

%T (ﬂ:&h‘ LLP

LONG CHILTON, LLP
Certified Public Accountants

Harlingen, Texas
March 3, 2016
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY STATE OF TEXAS
UNIFORM GRANT MANAGEMENT STANDARDS
CHAPTER IV TEXAS SINGLE AUDIT CIRCULAR

To the Honorable Mayor and
Members of the City Council
City of South Padre Island, Texas

Report on Compliance for Each Major Federal Program

We have audited City of South Padre Isiand, Texas’ compliance with the types of compliance requirements
described in the State Of Texas Uniform Grant Management Standards Chapter IV Texas Single Audit Circular that
could have a direct and material effect on each of City of South Padre Island, Texas’ major state programs for the
year ended September 30, 2015. City of South Padre Island, Texas’ major state programs are identified in the
summary of auditors” results section of the accompanying schedule of findings and questioned costs.

Management'’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its state programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of City of South Padre Isiand, Texas" major state
programs based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; State Of Texas Uniform Grant Management Standards Chapter [V Texas Single Audit Circular.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and material
effect on a major state program occurred. An audit includes examining, on a test basis, evidence about City of South
Padre Island, Texas’ compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit pravides a reasonable basis for our opinion on compliance for each major state program.
However, our audit does not provide a legal determination of City of South Padre Island, Texas’ compliance.

Opinion on Each Major Federal Program
In our opinion, City of South Padre Island, Texas, complied, in all material respects, with the types of compliance

requirements referred to above that could have a direct and material effect on each of its major state programs for the
vear ended September 30, 2015.
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Report on Internal Control Over Compliance

Management of City of South Padre Island, Texas, is responsible for establishing and maintaining effective intenal
control over compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered City.of South Padre Island, Texas’ internal control over compliance with the
types of requirements that could have a direct and material effect on eachi major state program to determine the
auditing procedures that are appropriate in the circumstances for the jpurpose of expressing an opinion on
compliance for each major state program and to test and report on internal control over compliance in accordance
with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Actordingly, we do not express an opinion on the effectiveness of City of South Padre Island,
Texas' internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, noncompliance with a type of compliance requirement of a state program on a timely basis. A
material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a state program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a state program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the fitst paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies, We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of State Of Texas Uniform
Grant Management Standards Chapter IV Texas Single Audit Circular. Accordingly, this report is not suitable for

any other purpose.
.H
; ? ]
LONG CHILTON, LLP
Certified Public Accountanis
Harlingen, Texas
March 3, 2016
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City of South Padre Island, Texas
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2015

Section I - Summairy of Auditors’ Reuults

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:
* Material weakness(es) identified?

* Significant deficiencies identified that are not
considered to be material weakness(es)?

Noncompliance material to financial statements
noted? ’

Federal Awards
Internal control over major programs:
* Material weakness(es) identified?

* Significant deficiencies identified that are
not considered to be material weakness(es)?

Type of auditors’ report issued on compliance for
major programs:

Any audit findings disclosed that are required to
be reported in accordance with Section 510(a)
of Circular A-1337

Identification of major programs:

CFDA Number(s)

20.513 and 20.516
11.419

Dollar threshold used to distinguish between
Type A and Type B programs:

Auditee qualified as low-risk auditee?

Unmodified
yes X __no
—__Yyes _X _none reported
yes _X no
yes X _no
yes : X _ none reported
Unmodified
yes - X fo

Name of Federal Program or Cluster

Transit Services Cluster
Coastal Zone Management Program

$300,000

X _yes no
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City of South Padre Island, Texas
SCHEDULE OF FINDINGS AND QUESTIONED COS'IS - CONTINUED
For the Year Ended September 30, 2015

Srate Awards
Internal control over major programs:
* Material weakness(es) identified?

* Significant deficiencies identified that are
not considered to be material weakness(es)?

Type of auditors® report issued on compliance for
major programs:

Any audit findings disclosed that are required to
be reported in accordance with Section 510(a)
of Circular A-133?

Identification of major programs:

Grantor Number(s)
RUR 1502, 1602

Dollar threshold used to distinguish between
Type A and Type B programs:

Auditee qualified as low-risk auditee?
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R, | | _X no
] _ X none reported
Unmodified
yes X __no
Name of State Program or Cluster
WAVE Grant
$300,000
X __yes no




City of South Padre Island, Texas
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
For the Year Ended September 30, 2015

Section II - Findings Relating to the Financial Statement Audit as Required to Be
Reported in Accordance with Generally Accepted Government Auditing Standards

A. Significant Deficiencies in Internal Control
None reported.
B. Compliance Findings

None reported.

Section I1I — Federal and State Award Findings and Questioned Costs

None reported.
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City of South Padre Island, Texas
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS
For the Year Ended September 30, 2015

PROGRAM DESCRIPTION DESCRIPTION
Not applicable There were no finclings reported in the prior year.
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City of South Padre Island, Texas
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the Year Ended September 30, 2015

Federal
Federal/State Grantor/Pass-Through Grantor/Program or CFDA Pass-Through Entity
Cluster Tite Num ber !duﬂfyli:! Number Expenditures
Federal Awards
US. Departmeat of Transportation
Transit Services Programs Cluster-Cluster
Passed-through Texas Depertment of Transportation
Enhanced Mobility of Seniors and Individuals with
Disabilities A3 S0 130 210,697
Job Access And Reverse Commute Program 20516 JAC 1301 (21) 76 51,795
Total Transit Services Programs Cluster-Cluster 262,492
Formula Grants for Rural Areas 20.509 RPT 1403 45729
RPT 1502 (21) 39 182,262
TX-18-X0136-X038 165,705
RPT 1401 620,000
RPT 1404 194,350
1,619,614
Total Passed-through Texas Department of Transportation 1,882,106
Total U.S. Department of Transportation 1,882,106
U.S. Department of Homeland Security
Passed-through Texas Department of Public Safety
Homeland Security Grant Program 97.067 2015C06122 2,643
Total Passed-through Texas Department of Public Safety 2643
Total U.S. Department of Homeland Security 2,643
U.S, Department of Commerce
Passed through Texas General Land Office
Coastal Zone Management Administration Awards 11419 NAT4NOS4190139 46,447
Coastal Zone Management Administration Awards 11419 NATINOS4180113 272.828
Total passed through Texas General Land Office 319275
Total Department of Commerce 319275
Total Expenditures of Federa) Awards § 2204024
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City of South Padre Island, Texas
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATIEE AWARDS - Coatinned
For the Year Ended September 30, 2015

State Awards
Texas A&M Forest Serviee
Texas Intrastate Fire Mutual Aid System Grant
Assistance Program 3 2,585
Total Texas A&M Forest Service 2,585
Texas Department of Transportation
WAVE Grant Program RUR 1502 (21) 489,428
WAVE Grant Program RUR 1602 (21) 58,039
Total Texas Department of Transportation 547,467
Total Expenditures of State Awards 3 550,052

Total Expeaditures of Federal and State Awards 2.754076
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City of South Padre Island, Texas
NOTES ON ACCOUNTING POLICIES FOR FEDERAL AND STATE AWARDS
For the Year Ended September 30, 2015

General

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal award
programs of City of South Padre Island, Texas, for the year ended September 30, 2015, The reporting entity
consists of the primary government, organizations for which the primary government is financially accountable,
and other organizations for which the primary government is not accountable, but for which the nature and
significance of their relationship with the primary govemment are such that exclusion would cause the reporting
entity’s financial statements to be misleading or incomplete.

Financial accountability exists if a primary government appoints a voting majority of an organization's
governing Board and is either able to impose its will on that organization or there is a potential for the
organization to provide specific financial benefits to, or impose specific financial burdens on, the primary
government. A primary government may also be financially accountable for governmental organizations with a
separately elected governing Board, a governing Board appointed by another government, or a jointly appointed
Board that is fiscally dependent on the primary government.

In accordance with Governmental Accounting Standards Board requirements, the City has reviewed other
entities and activities for possible inclusion in the reporting entity and determined that there are none; however,
federal financial assistance passed through other governmental agencies is included on the schedule.

Measorement Focus and Basis of Accounting

The federal and state grant funds were accounted for in the Special Revenue Funds and within the General
Fund. The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. The Governmental Fund types are accounted for using a current financial resources measurement focus.
With the Governmental Fund type measurement focus, only current assets and current liabilities generally are
included on the balance sheet. Operating statements of these funds present increases (i.e., revenues and other
financing sources) and decreases (i.¢., expenditures and other financing uses) in net current assets.

The modified accrual basis of accounting is used for the Governmental Fund types. This basis of accounting
recognizes revenues in the accounting period in which they become susiceptible to accrual, i.e., both measurable
and available, and expenditures in the accounting period in which the fund liability is incurred, if measurable,
except for certain compensated absences and claims and judgments, which are recognized when the obligations
are expected to be liquidated with expendable available financial resources.
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City of South Padre Island, Texas
EXIT CONFERENCE
For the Year Ended September 30, 2015

Discussion with City Personnel: The results of the audit were discussed at an exit briefing with the following grantee
personnel:

Rodrigo Gimenez, Finance Direictor

Darla Jones, Assistant City Manager

No exceptions were taken to the factual contents of the items contained in this report.
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CERTIFIED PUBLIC ACCOUNTANTS
BUBINESE CONSULTANTS

LONG CHILTON, LLP

APARTNERSHIP OF PROFESSIONAL CORPORATIONS AND INVIDUALS

Members - Division of Fiama, 402 East Tyler
Amarican inale of CPAa Harlingen, Texas 78550
(956) 423-3785
March 3, 2016 Fax (956) 428-7520
www.longchiiton.com
To the Honorable Mayor and
Members of the City Council
City of South Padre Island, Texas

We have audited the financial statements of the governmental activities, aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of City of South Padre
Island, Texas for the year ended September 30, 2015. Professional standlards require that we provide you with
information about our responsibilities under generally accepted anditing standards and Government Auditing
Standards and OMB Circular A-133, as well as certain information related to the planned scope and timing of
our audit. We have communicated such information in our letter to you dated November 16, 2015. Professional
standards also require that we communicate to you the following information related to our audit.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by City of South Padre lsland, Texas are described in Note A to the financial
statements. As described in Note A to the financial statements, the City ¢hanged dccounting policies related to
pension liabilities by adopting Statement of Governmental Accounting Standards (GASB Statement) No. 68,
Accounting and Financial Reporting for Pensions, and GASB Statement No. 71, Pension Transition for
Contributions Made Subseguent to the Measurement Date in 2015. Accordingly, the cumulative effect of the
accounting change as of the beginning of the year is reported in the Staternent of Activities.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management's knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected.
The most sensitive estimates affecting the City’s financial statements were:

Management's estimate of the allowance for doubtful accounts is based on historical property
tax revenues, historical loss levels, and an analysis of the collectability of the accounts. We
evaluated the key factors and assumptions used to develop the allowance in determining that it
is reasonable in relation to the financial statements taken as a whole. '

BROWNSVILLE +« HARLINGEN + McAILEN
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Management's estimate of the depreciation cxpense is based on estimated useful lives of the
related capital assets. We evaluated the key factors and assumptions used to develop the
depreciation expense in determining that it is reasonable in relation to the financial statements
taken as a whole.

Management’s estimate of the deferred inflows and outflows related to pension liabilities, and
the City's net pension liability, is based on actuarial assumptions and methods and other
information provided to the City from Texas Municipal Retirement System (TMRS). We
evaluated the key factors and assumptions used to develop the net pension liability, deferred
outflows of resources and deferred inflows of resources related to pensions, in determining that
it is reasonable in relation to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements was:

The disclosure of a prior period adjustment in Note S to the financial statements describes the
impact of the implementation of GASB Statement No. 68, Accounting and Financial Reporting
for Pensions, and GASB Statement No. 71, Pension Transition for Contributions Made
Subsequent 1o the Measurement Date on the City’s beginning net position. ;

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a result
of audit procedures and corrected by management were material, either individually or in the apgregate, to
each opinion unit's financial statements taken as a whole



Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the course of our audit,

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated March 3, 2016.

Management Consultations with Other Independent Accountants

In some cases, management may decide -to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of
an accounting principle to City of South Padre Island, Texas's financial statements or a determination of the
type of auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or ISsues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as City of South Padre Island, Texas's auditors.
However, these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our retention.

Qther Matters

We applied certain limited procedures to management’s discussion and analysis, budgetary comparison
information, and pension supplementary information, which are required supplementary information (RSI]) that
supplements the basic financial statements. Our procedures consisted of inquiries of management regarding the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We did not audit the RSI and do not express an opinion or provide any
assurance on the RSL

We were engaged to report on other supplementary information such as nonmajor governmental and
component unit fund combining statements and the schedule of expenditures of federal awards, which
accompany the financial statements but are not RSI1. With respect to this supplementary information, we made
certain inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period, and the information is appropriate
and complete in relation to our audit of the financial statements. We compared and reconciled the
supplementary information to the underlying accounting records used tc prepare the financial statements or to
the financial statements themselves.
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We were not engaged to report on the Introductory and Statistical Sections, which accompany the financial
statements but is not RSI. We did not audit or perform other procedures on this other information and we do
not express an opinion or provide any assurance on it.

Restricti U

This information is intended solely for the use of the Mayor and members of the City Council and management
of City of South Padre Island, Texas and is not intended to be, and should not be, used by anyone other than

these specified parties.
Very truly yours,

LONG CHILTON, LLP
Certified Public Accountants
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CITY OF SOUTH PADRE ISLAND, TEXAS

September 30, 2015
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Members - DMalon of Firme, 402 East Tyler
Amarican insittute of CPAs Harlingen, Texas 78550
(956) 423-3765
Fax (856) 428-7520
www.longchliton,com

The Honorable Mayor and City Council

In planning and performing our audit of the financial statements of the City of South Padre Island, Texas (the
“City™) for the year ended September 30, 2015, we considered the City's internal control structure to determine our
auditing procedures for the purpose of expressing an opinion on the financial statements and not to provide
assurance on the internal control structure.

During our audit we became aware of certain matters that you should be aware of regarding changes in compliance
and reporting requirements, The memorandum that accompanies this letter summarizes our comments and
suggestions regarding those matters. This letter does not affect our report, dated March 3, 2016, on the financial
statements of the City of South Padre Island, Texas.

We will review the status of these comments during our next audit engagement, We have already discussed these
comments and suggestions with various City personnel, and we will be plizased to discuss them in further detail at
your convenience, to perform any additional study of these matters, or to assist you in implementing the
recommendations.

This communication is intended solely for the information and use of the Council, management and appropriate
regulatory agencies and is not intended to be, and should not be, used by anyone other than these specified parties.

oy Cli_

LONG CHILTON, LL.P
Certified Public Accourntants

Harlingen, Texas
March 3, 2016
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COMMENTS AND OBSERVATIONS

INFORMATIONAL COMMENTS - NEW. ACCOUNTING AND COMPLIANCE STANDARDS
CHANGES IN THE SINGLE AUDIT PROCESS AND RELATED COMPLIANCE REQUIREMENTS

The Office of Management and Budget (OMB) has issued new guidance affecting the single audit process and the
compliance requirements related to federal grants, Included in these changes is an increase in the threshold
determining when a single audit is required. Beginning with fiscal year 2016, a single audit will be required when
federal expenditures exceed $750,000. It is important to note, however, that even if a single audit is not required,
this does not relieve the District of its need to maintain adequate controls over compliance and be compliant with
OMB and grantor requirements.

The new guidance, which is in Uniform Administrative Requirements, Cost. Principles, and Audit Requirements for
Federal Awards (Uniform Guidance), supersedes and streamlines eight existing OMB Circulars (OMB Circulars A-
21, A-87, A-89, A-102, A-110, A-122, A-133 and A-50), will result in changes to requirements and standards
relating to indirect costs, time and effort reporting, and administrative requirements. These requirements must be
implemented for all new federal awards or funding increments to existing fiederal awards made after December 26,
2014. Meanagement should be aware of the need to determine what guidance and requirements are applicable to
specific awards, as the effective date could cause some grants to effectively have two different sets of requirements.

We recommend that management begin to study and evaluate the impact of these changes for purposes of its grant
management and compliance oversight.




Item No. 5

CITY OF SOUTH PADRE ISLAND
CITY COUNCIL MEETING
AGENDA REQUEST FORM

MEETING DATE: March §, 2016

NAME & TITLE: Darla A. Jones, Assistant City Manager
William A. DiLibero, City Manager

DEPARTMENT: Administration

ITEM

Discussion and action to approve revised Tax Increment Reinvestment Zone (TIRZ)
Development and Finance Plan, which includes the revised maps.

ITEM BACKGROUND

BUDGET/FINANCIAL SUMMARY

COMPREHENSIVE PLAN GOAL

LEGAL REVIEW

Sent to Legal: YES: NO:
Approved by Legal: YES: NO~:
Comments:
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Rev. #4 - 8/25/11



REVISED FINAL
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PROJECT PLAN
AND FINANCING PLAN
FOR
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Reinvestment Zone Number One

Redevelopment Program

September 1, 2011
February 20, 2016
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SECTION I - EXECUTIVE SUMMARY

Overview of Plan

The City of South Padre Island Tax Increment Reinvestment Zonme (“TIRZ™) Number One
represents an important opportunity for the City of South Padre Island in partnership with Cameron
County and the Laguna Madre Water District to promote and encourage construction of mixed use
retail, office, entertainment, food service and hospitality facilitics in areas of the City that have
significant and varied impediments to development and on parcels which have declining real
property value.

Large and small tracts of land in and around the city have remained vacant, blighted or
underdeveloped and are in need of development or redevelopment due to inadequate city street
infrastructure, substandard streets, lack of adequate parking, drainage issues functional
obsolescence and obsolete plattmg requirements, The costs associated with the remediation of
development and redevelopment issues are of a magnitude that w:thout additional sources of funds
the growth of the city will be significantly impaired.

The creation of the TIRZ will provide the following benefits:
1. Funding for pecessary public improvements associated with needed development and

redevelopment in the city.

2. Replace lower value existing land uses with high value cornmercial, retail, food service and
hospitality facilities

3. Help to position the City of South Padre Island as a year round destination resort.

4. Provide a more efficient use of existing city and county services and infrastructure.

The proposed TIRZ is primarily comprised of vacant or undeveloped land and some substandard
and blighted structures throughout the City of South Padre Island. The proposed zone includes the

existing Convention Center located on property the City rents from the County and the right of way
of Laguna Street between Marlin and Swordfish.

Development Goals and Objectives

The development goals and objectives, which are expected to meet the specific needs of the City of
South Padre Island TIRZ District, include;

» Provide commercial and hospitality opportunities for developers and companies secking
commercial building sites

e Provide for new commercial and residential opportunities through the construction and
reconstruction of Padre Blvd. including the installation of sidewalks.

»  Address pedestrian public safety issues.
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e Designate an area of the City as an entertainment district and complete the public
infrastructure necessary to solve parking, traffic mobility, drainage, pedestrian safety and
lighting issues

» Continue to enhance the real property tax base of the City of South Padre Island, Cemeron
County and the Laguna Madre Water District through the removal of blighted and
fimctionally obsolete development.

The City of South Padre Island Tax Increment Reinvestment Zone District Project Plen and
Reinvestment Zone Financing Plan provides a long term program to increase business opportunities
and population within the District, using tax increment financing to fund required public
improvements. This long-term program is expected to attract additional commercial and hospitality
development to include full service hotels.

Planned Private Development

The City of South Padre Island TIRZ development program includes:

Phase 1
Phase 2
Phase 3
Phase 4
Phase 5
Phase 6
Phase 7
Phase 7a
Phase 8
Phase 8a
Phase 9
Phase 10
Phase 10a
Phase 11
Phase 11a
Phase 12
Phase 12a

2012
2013
2014
2015
2016
2017
2018
2018
2019
2019
2020
2021
2021
2022
2022
2023
2023

$13,790,504
$15,566,320
$13,348,862
$12,716,819
-$449,642
$28,184,874
$12,750,000
$1,126,550
$11,075,000
$1,155,750
$1,126,550
$28, 184,874
$5,155,287
$52,750,000
$1,126,550
$11,075,000
$5,155,287

Commercizal Development
Condominium Development
Condominium Development
Condominium Development
Land Value

Condominium Development
Condominium Development
Commercial Development
Condominium Development
Commercial Development
Commercial Development
Condominium Development
Commercial Development
Condominium Development
Commercial Development
Hotel Development
Commercial Development

The planned private development proposed is $213,838,586

The projected values of future commercial development are partially based upon an analysis of the
2012 through August 2015 building permits issued by the City of South Padre Island. Values shown
for 2012, 2013, 2014, and 2015 are actual and are based certified totals from the Cameron Appraisal
District. Consideration has also been given to visits to the City from third party developers laoking
at commercial sites and new multi-family residential sites.

Planned Public Improvements



p.3

The public improvements enumerated in the Project Plan, with an estimated cost of $12,500,000 to
provide funds for the construction and reconstruction of Padre Boulevard including lighting,
sidewalks, landscaping and medians intended to regulate pedestrian traffic along the boulevard.
The development and redevelopment of South Padre Island to encourage and facilitate eco-tourism.
The designation of the “Louie’s Backyard” area of the City as an Entertainment District including
the reconstruction of the streets and utilities, installing sidewalks, lighting and landscaping and
other amenities to enhance the Padre Island visitor experience and lengthen the average stay of the
Island visits. The improvements outlined in the Zone plan will serve to augment the overall capital
improvement needs of the City.

Planned Public Construction

The City of South Padre Island TIRZ Re-Development Program projects are not listed in any order
of priority. The City will use the TIRZ Funds for matching funds and to leverage other funds in
order to maximize the economic impact of the Zone funds. *

Padre Boulevard, Sidewalks, Drainage, 5

Landscaping & Medians

Eco-Tourism- . P
Entertainment District $—
Redevelopment

Total: $12,500,000

The TIRZ Financing Plan provides for tax increment allowable expenses in the approximate amount
of $8,207,478. This funding will be allocated to development projects on an as-needed basis. The
Reinvestment Zone Financing Plan provides for incremental financing and projects revenues for the
City of South Padre Island TIRZ District.

Section II - Project Plan

Background

On October 6, 2010 the City Council of the City of South Padre Island held a workshop for the
public for a discussion of Tax Increment Reinvestment Zones and other public financing
mechanisms. On October 20, 2010 the Council indicated its intent to create a Tax Increment
Reinvestment Zone by approving a contract with TIF Services of South Texas for its services to

create a Zone.

Meetings and statutory presentations were held with individuals and taxing entities in CAMERON
County on the following dates:

e CAMERON County Commissioner Benavides, November 19, 2010
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e Laguna Madre Water District General Manager, November 19, 2010

¢ Laguna Madre Water District Board, December 8, 2010

» CAMERON County Commissioners Court, December 9, 2010

= Point Isabel Independent School District, December 14, 2010

¢ CAMERON County Commissioners Court, January 12, 2015

» Laguna Madre Water District General Manager, January. 18,2016

Program Concepts

The City of South Padre Island TIRZ District represents an important opportunity for the City of
South Padre Island in partnership with Cameron County and the Laguna Madre Water District to
develop a viable long-range revitalization plan for areas of the City, which have lacked a wide range
of commercial, and single and multi-family housing opportunities. New sustainable commercial,
retail, foodservice, office, hospitality and lodging construction are key components of the
revitalization plan. Increased employment opportunities for South Padre Island and surrounding
county and community residents will be enhanced through the development and redevelopment
activity within the Zone.

Description of District

The City of South Padre Island TIRZ District is located throughout the City. It uses a Padre
Boulevard to connect the various properties within the Zone. As of 2011, the market value and
assessed value of property within the Zone was $59,949,565 per preliminary figures from the
Cameron County Appraisal District. The original City of South Padre Island TIRZ zone included
approximately 197+/- acres of public and privately held land throughout the City as shown on the
Exhibit “A™

The City proposes as a part of this revision of the Finance and Development Plan to annex an
additional 187.02 acres of vacant land into the Zone as shown on the attached Exhibit “D”. The: City
has had a persistent decline in raw and vacant developed land values over the period 2011 through
2015. It is a goal of the City to reverse this trend to encourage development within the City that will
serve to enhance and preserve the value of all vacant land within the City.

Existing Uses and Conditions

The City of South Padre Island has determined that the improvements in the Zone will significantly
enhance the value of all of the taxable real property in the Zone and will be of general benefit to the
municipality, and that the Zone area meets the requirements of Section 311.005 of the Act, being
that the Zone area;

“is predominantly open or undeveloped, and because of obsolete platting, deterioration of structures
or site improvements, or other factors, substantially impairs or arrests the sound growth of the

City,” and
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The City of South Padre Island, pursuant to the Act, further finds and declares that:

1. the proposed zone is a geographical area located wholly within the City limits or the extra
territorial jurisdiction of South Padre Island:

2. less than thirty percent (30%) of the property in the proposed Zone is used for residential
purposes, as the term “residential™ is defined in Section 311.006(d) of the Act;

3. the total appraised value of the taxable real property in the proposed Zone or in existing
reinvestment zones, if any, does not exceed fifty per cent (50%) of the total appraised value
of taxable real property in the City and in industrial districtc, if any, created by the City;

4. the proposed Zone does not contain more than fifty percent (50%) of the total appraised
value of real property taxable by Cameron County; and

5. development or redevelopment within the boundaries of the proposed Zone will not occur
solely through private investment in the reasonably foreseezble firture.

City of South Padre Island TIRZ Zoning

The City has adopted formed base code for Zoning. The City is currently looking at how the code
can be modified, on a case by case basis, to facilitate additional commercial and residential
construction. Zoning for properties in the Zone will no different than for properties outside the
Zone. No additional zoning categories will be created for Zone properties

Proposed Public Improvements
PADRE BOULEVARD

The City hired the engineering firm of Kimley-Homn and Associates Inc. to produce a study and
budget for the reconstruction of Padre Blvd. To quote from the smdy “Today much of the roadway
through South Padre Island is a five lane undivided road that is deficient in sidewalks. The
mdewaﬂcsmdadjaoemanmpmhngmwwmememnﬂmmmdsa&Whmrdsfbrpcdm
due to current curb design which permits driving over the sidewalks and onto private parking lots.
Several sections of the Road do not currently meet the standards as set forth in the Americans with

Disabilities Act.”

The City anticipates the reconstruction of approximately 13,000 linear feet of boulevard at a cost of
approximately $6,156,630. Please see the following budget for itemized project costs.
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Clty of South Padre Isiand
Cuonceptual Leval Project Cost Profection

Priject Informaticn.

Agrd 3), 2015

lism Description [Notes: Lump Sum | iem Cost
=T Traffic Cortrol Extsang medway comidor, minkne) impact s 18 2000
(] Pavmuﬂlﬁ'lg!ﬂ!akﬁ Lane Siiping (S4LFL green paint nol ssmmed LS s -
L] Spedal Drainage Stucimes Nome Anticipssed LS s -
[ Traffic Signais Emexgency Sigrel al Relerss Strwet; Enhanced Crotwatks LS $ 250,000
[0 lendscsping (Basic) MNome Antdcipated Ls
2] Lendscaping (Special) Trems (2 per bod In radian) > LS § 100,000
[  inigation {$1.355F) Ls s 26,000
[  Smination Merdlion Lighting - Decorative [$251F) LS s 780,000
[ water Minor Adustoents LS s 5,000
[z Sewer Wancr Adpusiments Ls 5 5,000
[0 welaBridges Poma Anficxed LS 5 -
[J Other LE £
Tem Sublotzl:] $§ 1,191,000
Subtotal:] § 3,526,400
Gonstruction 15%] $ +76,000
Mobilization: 59l s 203,000
9% 3 202,770
$ B35

b,

Ifem Notes: Haom Count
AL ,000
4 12%) 551,520
Agency Project Manegement: 1 683,400
Inspection and Testing: ™% 321,720
Franchisa Uty Relocations: Assuming no cosl ko Cily n/a
ROW/Easement Acquisitionc Nons
$e - y A AEA 20

Docoass N Consuent dbes nof conirol i cost of inker, mslenisls, equipment or sarvicos kanished by afiec, rrefisds of dotsesinieg prices, wunﬂ-ﬂp-'
enar kel cons@ions, any apisiona resdersd 53 1o costs, lnchuling Ml not Buler i qpishog s b = coxls of consiruciion end swderisle, shad be tesly on e besis of s
mparicnce sod ropresent e fudgneat 53 e xperisnced s queilisd professtocel, Cenlier wit: the bxhnty The Cosssiien cannal sed doss rot pxerdes el

ropoals, bids or scsal costs wll not vy frorn B opinibns of cost
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ECO-TOURISM

The Intemational Eco-Tourism Society defines eco-tourism as “Ecotourism is now defined as
“responsible travel to natural areas that conserves the environment, sustains the well-being of the
local people, and involves interpretation and education” (TIES, 2015). Education is meant (o be

inclusive of both staff and guests. (wvav.ecotourism.ore)
It further defines the principles in part as:

Ecotourism Is about uniting conservation, communities, and sustainable travel. This means
that those who implement, participate in and market ecotourism activities should adopt the

following ecotourism principles:
Minimize physical, social, behavioral, and psychological impacts.
Build environmental and cultural awareness and.respect.
Provide positive experiences for both visitors and hosts.
Provide direct financial benefits for conservation.
Generate financial benefits for both local people and private industry.
Deliver memorable interpretative experiences to visitors that help ralse sensitivity to

host countries’ political, environmental, and social climates.

As the City and the South Texas Coast continues to grow and evolve as a “tourist attraction™ the
City needs to adopt its tourism focus to keep changing the “tourism experience” to meet current
needs and visitor expectations and to begin to prepare for the future needs of visitors to the Texas

Coast.

ENTERTAINMENT DISTRICT

The revitalization of the Entertainment District has been identified by the City as a priority for
economic development throughout the Island. The area anchored by Louie’s Backyard will serve to
enhance longer visit time and increased visitation throughout the year. Improvements include new
streets with curbs and sidewalks, new sewer and water lines, the addition of street lighting and right
of way landscaping and a 3,400-foot boardwalk along the bay. The City has preliminarily identified
$20,000,000 in public improvements

The planned improvements are designed to begin to meet the Jong-term needs to secure growth and
investment in South Padre Island and western Cameron County.

Non-Project Costs:

The City has no plans for non-project costs although the City from time to time may, with the
approval of the County, annex additional properties into the Zone as they are needed to accomplish

the budgeted public improvements.
SECTION III - Project Feasibility |
The feasibility of smy development has two aspects that must be considered:
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1. Financial feasibility

2. Market feasibility.
The purpose of the TIRZ is to address the financial aspect of the development. TIRZ incrementsl
funds provide for a portion of the development costs incurred for public improvements, thus
insuring the financial feasibility of the Project. This project is financially feasible and can be
developed with the funding of public improvements from TIRZ funds, however the City
acknowledges that the incremental funds to be generated from the project do not cover all of the
cost of the proposed public improvements and that other funding sources will be necessary. The
primary purpose of the TIRZ funds is to be used for matching grants and awards in order to
accomplish the greatest amount of budgeted public improvements.

Market feasibility addresses issues relating to product absorption, type of product, and demand. The
existing economic base is expected to increase due to new commercial opportunities that will be
generated through the business expansion. Additionally, developers and builders have approached
the City with preliminary plans for which they will be pulling permits in 2015 and 2016.

There is demonstrated demand for the type and size of the planned private improvements in the
Zone. The public improvements schedule for the Zone will insure that these private improvements

are built.
SECTION IV - REINVESTMENT ZONE FINANCING PLAN

Tax Increment Financing

The Tax Increment Financing Act (Chapter 311 of the Tax Code)), provides for municipalities to
create “reinvestment zones” within which various public works and improvements can be
undertaken, using tax increment revenues, bonds or notes, to pay for those improvements. At the
time an area is designated a reinvestment zone for tax increment financing (“TIF”), the existing
total of appraised value of real property in the zone is identified and designated as the “tax
increment base." Taxing units levying taxes in the zone during its life are limited to revenues from
this base.

Public improvements are made in the area to attract private development that would not otherwise
occur. As the costs of new development are added to the tax rolls, property values will rise. This
rise in new value is called the “captured appraised value.” The taxes that arc collected by the
participating taxing jurisdictions on the increment between the base value and the new higher value,
the tax increment, are then deposited into a TIF Trust Fund, which is used to pay for the public
improvements. Once the public improvements are completed and paid for, the TIF is dissolved and
any remaining amounts of taxes collected are kept by the taxing jurisdiction. In effect, the taxing
jurisdictions are “investing” future eamings to receive the benefit of higher tax revenues from new
development. Taxing jurisdictions are not restricted from raising their tax rate during the life of the
zone. '
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Financing Plan

The Reinvestment Zone Financing Plan developed by the City provides that potentially $8,207,478
of public improvements will be paid for with TIF funds. The Reinvestment Zone Financing Plan
also projects incremental funds for financing and revenues for the City of South Padre Island TIRZ,
It is not anticipated that tax increment funds in an amount to fully reimburse the City for all
approved project costs will be generated over the projected life of the Zone

Financing Method: Incremental funds will be spent as they accrue and TIF Revenue Bonds may be
issued for larger projects and paid for with annual TIRZ proceeds

Financing Policy: The goal of the City of South Padre Island TIRZ District is to borrow only those
funds needed as the necessity arises in order to reduce interest expense.

Long Term Financing: The developers of the commercial/industrial/Retail sites, and the single and
multi-family homes will arrange for long term financing for their individual projects.

Development Schedule and Assumptions

The Development Schedule is based upon the immediate needs of the City and the public works are
not listed by priority. The City intends to remain flexible in order to leverage other funds with TIRZ
funds to maximize the efficiency of the City's funds.

SPI TIF Reinvestment Zone Budget
Sources and Uses of Funds
TIF Revenues $8,207,478
Begin Construction 2017
Complete Construction 2026
Padre Boulevard Reconstruction® ——
Eco-Tourism* SR

Entertainment District Infrastructure Redevelopment* -

*TIF revenues will be assigned to development projects on an as-needed basis.
Financial Assumptions

Tax rate changes that have already occurred since the creation of the original zone have been
factored into the financial pro forma's for the District. All projections assume that taxable appraised
value and tax rates will remain unchanged in the foreseeable future. It has also been assumed that
the taxing entities will continue to collect tax revenues at the same rate. The finance plan assumes a
collection rate of 100% assuming that over any five-year period all of the taxes will be paid.



City of South Padre Island
Project Review

City of South Padre Island - TIF Reinvestment Zone # One

Summary Fact Sheet
January 14, 2016
Plan of Finance
Site Area 197+/- Acres
Base Value Estimate (2012) $59,949,565
Project:
Phase 1 2012 $13,790,504 Commercial Development
Phase 2 2013 $15,566,320 Condominium Development
Phase 3 2014 $13,348,862 Condominium Development
Phase 4 2015 $12,716,819  Condominium Development
Phase 5 2016 -$449,642  Commercial Development
Phase 6 2017 $28,184,874 Condominium Development
Phase 7 2018 $12,750,000 Condominium Development
Phase 7a 2018 $1,126,550  Commercial Development
Phase 8 2019 $11,075,000 Condominium Development
Phase 8a 2019 $1,155,750  Commercial Development
Phase 9 2020 $1,126,550  Commercial Development
Phase 10 2021 $28,184,874 Condominium Development
Phase 10a 2021 $5,155,287 Comunercial Development
Phase 11 2022 $52,750,000 Condominium Development
Phase 11a 2022 $1,126,550 Commercial Development
Phase 12 2023 $11,075,000 Hotel Development
Phase 12a 2023 $5,155,287  Commercial Development
Totals $213,838,586
Assumpti Captured Value $ 213,838,586
Growth Factor 0.00%
Collection Rate 100.00%
Estimated TIF Life 15 Years
Estimated TIRZ Revenue $8,207,478




Tax

Year
2011

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027

South Padre Island - TIT Reinvestment Zone

Projected Tax Increment Revenue

Tax Increment Zone City of South Padre Island Cameron County
Beginning Annual Projected Projected
Assessed Valuc of New Year-End Captured Captured Tax Rate Tax Captured Taox Rate Tax
Value Development  Assessed Vaiue Value Taxable Value Contribution Increments Taxable Value Contribution Increments
59,949,565 59,949,565
59,949,565 13,790,504 73,740,069 13,790,504 13,790,504  0.252701 34,849 - 0.261664
75,515,885 15,566,320 75,515,885 15,566,320 15,566,320 0.254384 39,598 15,566,320  0.261664
73,298,427 13,348,862 73,298,427 13,348,862 13,348,862 0.262754 35,075 13,348,862 0.261664
72,666,384 12,716,819 72,666,384 12,716,819 12,716,819  0.285640 36,324 12,716,819  0.266454 33,884
72,666,384 (449,642) 72,216,742 12,267,177 12,267,177  0.285640 35,040 12,267,177  0.266454 32,686
99,446,851 28,184,874 127,631,725 67,682,160 67,682,160 0.285640 193,327 67,682,160  0.266454 180,342
127,631,725 13,876,550 141,508,276  B1,558,711 81,558,711 0.285640 232,964 81,558,711 0266454 217,316
141,508,276 12,230,750 153,739,026 93,789,461 93,789.461  0.285640 267,900 93,789,461  0.266454 249,906
153,739,026 1,126,550 154,865,576 94,916,011 94,916,011 0,285640 271,118 94,916,011  0.266454 252,908
154,865,576 33,340,161 188,205,737 128,256,172 128,256,172  0.285640 366,351 128,256,172  0.266454 341,744
188,205,737 53,876,550 242,082,287 182,132,722 182,132,722  0.285640 520,244 182,132,722  D.266454 485,300
242,082,287 16,230,287 258,312,574 198,363,009 198,363,009  0.285640 566,604 198,363,009  0.266454 528,546
258,312,574 - 258,312,574 198,363,009 198,363,009 0.285640 566,604 198,363,009  0.266454 528,546
258,312,574 258,312,574 198,363,009 198,363,009 0.285640 566,604 198,363,009  0.266454 528,546
258,312,574 258,312,574 198,363,009 198,363,009  0.285640 566,604 198,363,009  0.266454 528,546
213,838,586 § 4,299,207 $ 3,908,271
Existing Annual Value Growth Factors
Years 2012-2015 0.00%
Thereafter 0.00%] |Tax Rate Growth Factor 0.00%)|] [Tax Rate Growth Factor 0.00%
Cambined Compound Growth Rate Tax Rate Collection Factoy 100,00%| {Tax Rate Collection Factor 100.00%




Combined  Fiscal
Tax Year
Collection Euding_
$34,848.74 2012
$39,598.23 2013
$35,074.67 2014
$70,208.30 2015
$67,726.35 2016
$373,669.15 2017
$450,280.75 2018
$517,805.98 2019
$524,025.60 2020
$708,094.63 2021
$1,005,543.83 2022
$1,095,150.27 2023
$1,095,150.27 2024
$1,095,150.27 2025
$1,095,150.27 2026
$0.00 2027

58,207,478




Project Budget

TIF Revenues. $8,207,478
Begin Construction 2017
Complete Construction 2026
Padre Boulevard Reconstruction* o
Eco-Tourism Development* $oeen
Entertainment District Infrastructure $--m-
Redevelopment*

Administrative Expense $15,000
Formation Expense $50,000

*TIF revenues will assigned to development projects on an as-needed basis.
Financial Feasibility

Based upon a set of conservative assumptions and analysis of the project-financing plan, the City of
South Padre Island has concluded that the plan is feasible.

Conclusions

Based upon a set of conservative assumptions and analysis of the City of South Padre Island Tax
Increment Reinvestment Zone District Project Plan and Reinvestment Zone Financing Plan, The
City of South Padre Island TIRZ Board has concluded that the City of South Padre Island TIRZ
District Project Plan and Reinvestment Zone Financing Plan is feasible.

The success of the City of South Padre Island TIRZ District project plan will encourage other
mixed-use commercial /retail/lodging/hospitality and market rate residential and affordable housing.
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Board of Directors of Tax Increment Reinvestment Zone Number One, City of South Padre
Island
Bharat R. Patel, Mayor, City of South Padre Island
Dennis Stahl, Council Member, City of South Padre Island
Theresa Metty, Council Member, City of South Padre Island
Alita Bagley, Council Member, City of South Padre Island
Paul Munarriz, Council Member, City of South Padre Island
Alex Avalos, Council Member, City of South Padre Island

Pending Board Member, Cameron County Commissioners Court



Exhibit “A™
Map of Zone Properties

See the Five Attached Sheets
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Exhibit B
Fimance and Development Plan

TIRZ REQUIREMENTS

Section 311 of the State Tax Code (Tax Increment Financing Act) specifies that TIRZ (TIF) project
and financing plans meet certain requirements. These requirements are listed below, along with a

reference indicating where these elements can be located in the plan.

Project Plan

1. Map of existing uses and conditions Exhibit “A”
2. List proposed improvements and uses Page 13

3. Description of Zoue Property Exhibit “A"
4. Project Feasibility Page 7

5. Proposed zoning changes Page 5

6. Estimated non-project costs Page 7

7. Relocation plan for current residents Not Applicable
Financing Plan

1. Estimate of project costs. Page 13

2. Proposed public improvements Page 13

3. Project Timeline Page 13

4. Estimated amount of bonded indebtedness Undeterrnined
5. Time when costs/obligations will be incurred 2017 - 2026
6. Methods of financing, sources of Revenue Page 11-12
7. Current total appraised value. Page 11-12
8. Estimated captured appraised value Page 11-12
9. Duration of Zone Page 11-12



Exhibit C
Properties Proposed for Anmexation



SPI RIZ

PropiD Mapl
113454
Map 2
111104
111105
111124
Map3
111201
111202
111203
111204
111205
111212
111214
111331
111333
111334
111335
111460
111461
111462
111463
111508
111616
111617
111618
111619
111620
111621
111622
111623
111624
111625
111626
111507
111990
111991
112245
112246
112247
112248
112208
112209

2011 Value

$ 1,873,023.00

$
S
$

“wmnrnrnrrnruvrerrsnininnnrnroonrroonrnrtdcnrTV BV VLOLOLVLOLGVWY

210,000.00
210,000.00
375,000.00

131,250.00
131,250.00
134,405.00
131,250.00
329,530.00

65,625.00

65,625.00
575,057.00
131,250.00
131,250.00
131,250.00
131,250.00
131,250.00
262,500.00
234,375.00
848,460.00
144,376.00

72,188.00

72,188.00
204,844.00
204,844,00
204,844.00
204,844.00

72,188.00

72,188.00

72,188.00

72,188.00
312,283.00
227,671.00
227,772.00
131,250.00
215,625.00
215,625.00
326,267.00
225,946.00
226,047.00

2014 Value

$ 1,584,748.00

nturnvrrnoLrorunnnvutrrrnunerunniscrruonnuorrunoannnBoeonenn in n n

210,000.00
210,000.00
287,250.00

93,750.00
96,150.00
98,150.00
94,375.00
310,610.00
46,875.00
46,875.00
575,057.00
93,750.00
93,750.00
93,750.00
93,750.00
83,750.00
262,500.00
234,375.00
848,460.00
187,500.00
93,750.00
93,750.00
204,844.00
204,844.00
204,844.00
204,844.00
93,750.00
93,750.00
93,750.00
93,750.00
312,283.00
227,671.00
227,772.00
93,750.00
215,625.00
215,625.00
322,111.00
219,168.00
219,266.00

2015 Value

S 1,584,748.00

v
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210,000.00
2113,000.00
287,250.00

93,750.00
96,150.00
933,150.00
94,375.00
310,610.00
415,875.00
4(5,875.00
460,045.00
93,750.00
93,750.00
93,750.00
93,750.00
93,750.00
262,500.00
234,375.00
848,460.00
185,000.00
92,500.00
922,500.00
204,844.00
204,844.00
204,844.00
204,844.00
92,500.00
92,500.00
922,500.00
92,500.00
312,283.00
227,671.00
227,772.00
93,750.00
215,625.00
215,625.00
322,111.00
219,168.00
219,266.00

Size

2.0395

0.1722
0.1722
0.3444

0.1435
0.1435
0.1435
0.1425
0.2152
0.1435
0.1435
0.4304
0.1435
0.1435
0.1435
0.1435
0.1435
0.2152
0.2152
1.2328

0.287
0.1435
0.1435
0.2152
D.2152
0.2152
0.2152
0.1435
0.1435
0.1435
0.1435
0.3117
0.2272
0.2273
0.1435
0.2152
0.2152
0.2152
0.2255
0.2256



112210
112211
112236
112237
112238
112239
112274
112275
112276
112277
112278
112440
112518
112524
112526
112528
112530
112531
112532
112533
112534
112541
112544
109929
112628
112629
112630
112631
112632
112633
112634
112635
112636
112606
112607
112608
112637
112639
112640
112641
112705
112706
112707
112708
112709
112710
112711
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150,000.00
150,000.00
150,000.00
150,000.00
226,162.00
226,263.00
219,562.00
219,660.00
155,000.00
155,000.00
310,000.00
311,863.00
290,192.00
303,646.00
157,500.00
236,250.00
131,250.00
215,625.00
215,625.00
217,063.00
310,370.00
477,247.00
319,188.00
901,132.00
131,250.00
131,250.00
131,250.00
131,250.00
215,625.00
215,625.00
131,250.00
215,625.00
215,625.00
222,640.00
222,741.00
155,000.00
222,439.00
222,539.00
150,000.00
155,000.00
131,250.00
131,250.00
131,250.00
131,250.00
215,625.00
215,625.00
215,625.00
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117,500.00
117,500.00
117,500.00
117,500.00
219,377.00
219,475.00
219,562.00
219,660.00
125,000.00
125,000.00
250,000.00
311,863.00
260,912.00
303,646.00
112,500.00
168,750.00

93,750.00
215,625.00
215,625.00
217,063.00
303,260.00
497,409.00
263,968.00
855,704.00

93,750.00

83,750.00

93,750.00

93,750.00
215,625.00
215,625.00

93,750.00
215,625.00
215,625.00
222,640.00
222,741.00
125,000.00
211,317.00
211,412.00
125,000.00
125,000.00

£80,000.00

80,000.00

80,000.00

80,000.00
199,000.00
159,000.00
199,000.00
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125,000.00
125,000.00
12'5,000.00
12/5,000.00
215,377.00
219,475.00
205,838.00
205,931.00
115,000.00
11/5,000.00
23(3,000.00
311,863.00
260,912.00
303,646.00
112,500.00
168,750.00

93,750.00
2155,625.00
215,625.00
217,063.00
303,260.00
489,341.00
36(),127.00
855,704.00

93,750.00

93,750.00

93,750.00

93,750.00
21%5,625.00
215,625.00

93,750.00
2155,625.00
215,625.00
222,640.00
222,741.00
125,000.00
211,317.00
211,412.00
115,000.00
125,000.00

80),000.00

80,000.00

80,000.00

80,000.00
15%9,000.00
199,000.00
19,000.00

0.1435
0.1435
0.1435
0.1435
0.2257
0.2258
0.225
0.2251
0.1435
0.1435
0.287
1,5496
0.1435
0.3031
0.1722
0.2583
0.1435
0.2152
0.2152
0.2167
D.2152
0.0887
0.1435
0.65
0.1435
0.1435
0.1435
0.1435
0.2152
0.2152
0.1435
0.2152
0.2152
0.2222
0.2223
0.1435
0222
0.2221
0.1435
0.1435
0.1435
0.1435
0.1435
0.1435
0.2152
0.2152
0.2152



112712
112713
112714
112715
112716
Map 4
112752
112753
112754
112755
112803
112804
112842
112848
112849
112850
112851
112852
112853
112854
112855
108940
108941
108942
109095
109096
109097
109098
109099
113150
113151
113152
113155
Map5
198999
240578
199079
199075
199082

$ 215,625.00 $ 20236000 § 202,360.00 0.2152
$ 131,250.00 $  80,000.00 $  80,000.00 0.1435
$ 131,250.00 $  80,000.00 $  80,000.00 0.1435
§ 131,250.00 $  80,000.00 $  80,000.00 0.1435
$ 131,250.00 $  B80,000.00 $  80,000.00 0.1435
$ 131,250.00 $  93,750.00 $  93,750.00 0.1435
$ 131,250.00 §  93,750.00 $§  93,750.00 0.1435
$ 215,625.00 $ 215,625.00 $ 215,625.00 0.2152
$ 215,625.00 § 215,625.00 $ 215,625.00 0.2152
$ 220,929.00 $ 220,925.00 $ 220,929.00 0.2205
$§ 221,030.00 $ 221,030.00 S 221,030.00 0.2206
$ 442,382.00 $  442,382.00 $ 442,382.00 0.4416
$ 185,156.00 $ 185,156.00 $ 178,125.00 0.2152
$ 185,156.00 $ 185,156.00 $ 178,125.00 0.2152
§ 215,625.00 $ 215,625.00 $ 196,875.00 0.2152
$ 215,625.00 $ 215,625.00 § 196,875.00 0.2152
$  116,500.00 $  93,750.00 $  93,750.00 0.1435
$ 116,500.00 $  93,750.00 $  93,750.00 0.1435
$ 116,500.00 $  93,750.00 $ 93,750.00 0.1435
$ 116,500.00 $  93,750.00 $  93,750.00 0.1435
$ 222,488.00 $ 191,049.00 $ 128,767.00 0.2221
$ 191,049.00 $ 191,049.00 $ 127,345.00 0.2221
$ 149,328.00 $ 149,328.00 $ 134,155.00 0.1736
$ 186,134.00 $ 138,656.00 $ 138,656.00 0.1858
$ 235,484.00 $ 162,000.00 $ 162,000.00 0.235
$ 157,480.00 $ 127,000.00 $ 127,000.00 0.1458
$ 157,480.00 $ 127,000.00 $ 127,000.00 0.1458
$ 157,480.00 $ 127,000.00 $ 127,000.00 0.1458
$  96,589.00 $  96,585.00 $ 96,589.00 3.942
$  55,903.00 $  95,903.00 $  95,903.00 3.914
$ 267,959.00 $ 267,959.00 $ 267,959.00 10.936
$ 100,000.00 $ 100,000.00 $ 100,000.00 5.58
$ 1,770,000.00 $ 1,079,700.00 $ 1,079,700.00 3.966
$ 1,000.00 $ 1,000.00 $  1,000.00 0.2942
$ 292,050.00 $ 284,331.00 $ 284,331.00 16.706
$ 3,114,755.00 $ 3,114,755.00 $ 3,114,755.00 114.875
$  11,790.00 $ 11,790.00 $  11,790.00 0.393
$30,771,795.00  $27,717,203.00  $27,440,109.00 $187.02
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Item No. 6

CITY OF SOUTH PADRE ISLAND
CITY COUNCIL MEETING
AGENDA REQUEST FORM

MEETING DATE: March 8, 2016
NAME & TITLE: William A. DiLibero, City Manager
DEPARTMENT: Administration

llTEM

Discussion and action to authorize the City Manager to enter into confract with Market &
Feasibility Advisors, LLC for recently approved feasibility study on grant application submittals;
and approve budget amendment in the amount of $24,000; $14,000 from the General Fund;
$10,000 from CVB.

ITEM BACKGROUND

On February 17" the City Council Approved the hiring of Market & Feasibility Advisors to
complete an economic analysis to support the RESTORE Act grant applications that will be
submitted by the City on April 15", 2016. The City Manager is requesting authorization to enter
into a contract with Market & Feasibility Advisors in the amount of $24,000. The City Manager
is requesting a budget amendment of $24,000 to support the funding of the Study.

BUDGET/FINANCIAL SUMMARY

Increase line item 01-572-0530 by $14,000 in the General Fund. The current level of excess
reserves in the General Fund is approximately $70,000

Increase line item 02-592-0530 by $10,000 in the CVB. The current level of excess reserves in
the CVB fund is approximately $1.9 million.

COMPREHENSIVE PLAN GOAL

LEGAL REVIEW
Sent to Legal: YES: NO:
Approved by Legal: YES: NO:

RECOMMENDATIONS/COMMENTS

Rev, #4 - 8/25/11
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Scope of Work

The objective of this work is to support the grant applications for each of three projects:

1. A new public boat ramp at Corral Street

2. Land acquisition (approximately 25 acres) south of the Causeway for a nature
trail, kayak launch, elevated boardwalk with educational signs, and birding
outiook

3. Land acquisition (approximately 28 acres) north of the Causeway for a nature
trail, kayak launch, elevated boardwalk with educational signs, birding outlook
and educational building :

Our task is to project, for each individual project, the following

* Number of new travelers attracted

* Support and economic impact for; restaurants, lodging, attractions, other
activities — with explicit methodology

* The ways economic growth and competitiveness will be enhanced — with expilicit
methodology

* Number and types of permanent jobs created by industry — with explicit
methodology

* Average weekly wages for these new jobs (NIC benefits of any kind)

* Sources and uses of capital investment

In context, these are all tourism development investments. The context is that South
Padre Island has a great history as a visitor destination in the annals of Texas Tourism.

The landing page for www.SoPadre.com has the following lead:

At the southernmost tip of Texas sits one of the world's most beautiful barrier islands.
South Padre Island is a small coastal community, home to more than 5,000 residents
and over one million visitors every year.

With 34-miles of uninterrupted luxurious sand and attractive blue-green water, South
Padre Island is without a doubt the Best Beach in Texas. From young and old and
everyone in between, South Padre Island welcomes its guests to this tropical paradise in
South Texas. Perfect for everything from romantic weekend getaways to fun-filled family
vacations, South Padre Island has the events, lodging and activities you're looking for!

Clearly, South Padre Island is currently positioned in the leisure market industry as a
beach destination. Beach destinations typically draw leisure visitors for fun on, in and
by the water.

Market & Feasibility Advisors, LLC Page 2
South Padre Island Grant Project Analysis
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Of the three proposed investments two, the ones that include land acquisition, take this

positioning in a different direction, nature based or eco-tourism. The third investment,
the boat ramp, does this too but it would be shared with existing tourism positioning.

Nature and eco-tourism are not new to South Padre but they aren't as heavily promoted
as beach tourism. Studies over the last decade have supported the further
development nature tourism in South Texas and the people, especially birders, have
been coming for years. The three projects proposed are also rooted in longstanding
public policy. The 2006 Master Park Plan prepared by South Padre Island calls out
seven goals all but one of which are directly supportive of the development of nature
tourism.

Deeper in the www.SoParde.com tourism website is this page:

While we pride ourselves on attracting over 1 million visitors each year, we're even more
proud of the fact that millions of migratory birds and sea turtles instinctively migrate to
South Padre Island each year on their own. As a matter of fact, over 300 species of
migratory birds drop by yearly, making South Padre Island one of the best birding spots
in the world. If birding is your thing, be sure to check out: the South Padre Island Birding
and Nature Center, a premier destination for bird watching. We're also the only place in
the world where you can see a baby Kemp's Ridley Sea turtle in captivity. Sea Turtle Inc,
an island non-profit organization dedicated to their rescue and protection was recently
named 15 best U.S. attractions for kids by Gogobot's Travelers’ Favorites awards. How
cool is that? Join us for a hatchling release and create a lifetime memory. Learn more
at www.seaturtleinc.org

To develop these projections, we will complete the following tasks.

1 In support of the longstanding public and interest group desire for projects like these
three we will prepare a review, summarize and contextualize many years of planning for
a move towards further formal development of nature tourism on South Padre Island.
We will call special attention to any prior numerical argume:nts (projections and
otherwise) in support of the idea.

2. In support of nature tourism demand, we will produce preliminary demand statistics
for key activities associated with nature tourism that would be associated with the
activities carried out at these three sites. We will localize these to South Padre Island.
Much of the nature tourism data is specifically for self-identified nature tourist — people
who go to a place for natural experiences. To help with this we will interview several of
the operators of the existing nature tourism operations on the Island.

3. Special demand opportunities at South Padre Island. The Island poses a new
opportunity for the nature tourism market. In addition to serving the nature tourism
“purist’, South Padre already serves up to an estimated one million tourists annually, of

Market & Feasibility Advisors, LLC Page 3
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which the great majority are not coming for a nature tourism experience. Offering nature
tourism experiences to the large flow of beach tourist to the island is already creating a
crossover between the two markets and with these new proposed facilities creates the
possibility for even more crossover. We will calculate a level of demand for the
proposed new facilities from the existing beach tourism flow as well. To help with this
we will take this question of the split between beach and nature tourists coming to the
attractions with the operators of the existing nature tourism operations on the Island.

4. Using Texas tourism data and other sources of nature tourism data (all of which we
have worked with many times) we will identify the expenditure patterns and categories
of nature tourist, especially as distinguished from other types of tourism. These will be
applied to South Padre Island and when possible compared to current visitor
expenditure patterns.

5. To best understand how facilities like the three proposed will operate, including their
actual capacity, we will speak with people who have been working with these ideas and
profile several analogs of similar facilities, primarily in tourism locations.

6. With the data collected to date we will project tourism to each of the sites in two ways
- new tourism to the island and additional visitor-stay days from existing visitors who
may come again and again to this newly enhanced destination and who may extend
their stay to enjoy these new experiences.

7. For the economic impact, we will use the data collected fto this point to project visitor
expenditure, employment, wages, and other data required by the submittal for each of
the three projects. We also typically use an economic mocleling system called Implan.
We will confirm that the use of Implan is appropriate for theise submittals.

8. The work of the previous tasks including the projections in task 7 above will be
presented in a final report in a format appropriate for the grant submittal. A short
summary PowerPoint deck will also be prepared for use by the client.

Market & Feasibility Advisors, LLC Page 4
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Project Budget and Timing

The fee for this work will be $24,000 including travel expenses for up to three trips to the site to
meet with the client and survey the market. Three payments will be due as follows: $8,000 with
a signed contract to initiate work; $8,000 in the fourth week of the work; and $8,000 upon
delivery of draft final report.

This report will take four weeks to complete to a draft final stage: and no more than two weeks in
addition after client review.

One, three, six, and nine months after we complete this work, we make pass-the-baton calls to
the client to see how projects (assuming a positive finding) are progressing — and whether there
are any questions about or work that we can help clarify. We have followed the development of
many of our assignments in this way. We enjoy helping our clients through the planning and
development into operating phases.

Proposal Execution

To execute this proposal, please sign below and return an original to Dan Martin at Market &
Feasibility Advisors, LLC. The first payment of $8,000 is due with the signed proposal.

Please note that MFA reports are prepared as advisory reports for our direct clients. We cannot
and do not accept any responsibility for the use of MFA reports beyond that.

The Standard Proposal Addendum at the back of this proposal is included by this mention.

Speaking for MFA, we always look forward to the opportunity to work with you and especially on
this exciting assignment. We hope to be able to help in other ways as well.

Sincerely,

Dan Martin, Managing Principal
Market Feasibility Advisors

| accept terms outlined above:

Name - Signature Date:

Name — Printed

Position/Representing

Market & Feasibility Advisors, LLC Page 5
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About Market & Feasibility Advisors

Market & Feasibility Advisors, LLC (MFA) provides data, analysis, and strategic consideration
for public, private, and non-profit clients throughout the United States and overseas. MFA
consultants have worked in aimost every state and hundreds of communities. Working directly
for clients or as a part of multi-disciplinary team, MFA prepares market, feasibility, master plan
economics, impact studies and strategic plans based on realistic premises and the unique
characteristics of the specific site, project, target markets, and competition.

* MFA's private sector work includes: retail, hotel and resort, and commaercial
entertainment, including family entertainment centers, cinemas, theme parks, attractions,
and waterparks.

* MFA's cultural and non-profit sector clientele includes: performing arts facilities, izoos,
historic structures and districts, aquariums, museums.

* MFA's public sector work includes: downtown, corridor, neighborhood, and many types
of economic development and urban redevelopment plans, as well as real estate: and
retail studies, transit-oriented developments (TOD), parks and recreational facilities, and
convention and meeting facilities.

For more information, please visit our website www.mfallc.com and follow us on Twitter:
http://twitter.com/MFALLC

& ;
mfa Offices:

Midwest

One South Dearbomn
Suite 2100

Chicago, IL 80603
Phone: 312-212-4451

~ Texas

100 South Congress
Suite 2000

Austin, TX 78701-2745
Phone: 512-469-3700

Please address all payments and official communications to:
Market & Feasibility Advisors, LLC

P.O. Box 438940

Chicago, IL 60643

Market & Feasibility Advisors, LLC Page 6
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Market & Feasibility Advisors
Standard Proposal Addendum

It is understood by the client that Market & Feasibility Advisors LLC (MFA) can make no
guarantees concerning the recommendations which will result from the proposed assignment,
since these recommendations must be based upon facts discovered by MFA during the course of
the study and those conditions existing as of the date of the report. To protect you and other
clients, and to assure that the research results of MFA's work will continue to be accepted as
objective and impartial by the business community, it is understood that our fee for the undertaking
of this project is in no way dependent upon the specific conclusions reached or the nature of the
advice given by us in our report to you.

It is agreed by the client that the report is not to be used in conjunction with any public or private
offering of debt or equity securities without prior written consent.

It is further agreed that the client will indemnify MFA against any losses, claims, damages and
liabilities under federal and state securities laws which may arise as a result of statements or
omissions in public or private offerings of securities.

It is agreed by the client that payment for the services of MFA is; due upon receipt of the invoice;
that full payment is due upon receipt of the completed report;, and that MFA has the right to
withhold delivery of the final report pending receipt of any overdue payments.

In the event any invoice is not paid within 30 days after rendering of the invoice, it shall commence
bearing interest on the date the invoice was rendered at the rate of 18 percent per annum (or such
lesser rate as may be the maximum interest permissible under applicable law) and the client
agrees to pay all accrued interest, together with the charges for services rendered as provided for
in this agreement. In addition, should an unpaid invoice be referred to our attorneys for collection,
the client agrees to pay their reasonable fee for such work, as well as any costs of suit which may
be incurred.

It is further agreed by the client that the report will be presented to third parties in its entirety and
that no abstracting of the report will be made without first obtaining the permission of MFA.

It is understood by MFA that the findings of this report are the proprietary property of the client and
they will not be made available to any other organization or individual without the consent of the
client.

This proposal will remain in force for a period of 60 days from the date shown hereon.

Market & Feasibility Advisors, LLC Page 7
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Item No. 7

CITY OF SOUTH PADRE ISLAND
CITY COUNCIL SPECIAL MEETING
AGENDA REQUEST FORM

MEETING DATE: March 08, 2016
NAME & TITLE: Randy Smith, Police Chief
DEPARTMENT: Police

I ITEM

Discussion and action to approve a budget amendment in the amount of $5,000.00 from the
Beach Maintenance Fund for Beach Patrol Temporary Employees.

ITEM BACKGROUND

The funds will be used to pay for two security medical tents during Spring Break.

BUDGET/FINANCIAL SUMMARY

Increase line item 60-522-0040 (Beach Patrol Temporary Employees) by $5,000

COMPREHENSIVE PLAN GOAL

Provide security and shelter during a medical emergency.

LEGAL REVIEW

Sent to Legal: YES: NO: X
Approved by Legal: YES: NO: X
Comments:

RECOMMENDATIONS/COMMENTS

Approve budget amendment.

Rev. #4 - 8/25/11





