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LEO FLORES

Webb County Auditor
1110 Washington St. 956-523-4016
Suite # 201 (fax) 956-523-5001
Laredo, Tx. 78040 Iflores @ webbcounty.com
March 1, 2003

Hon. County Judge and Commissioners
Hon. Members of the Auditors Board of District Judges

The Comprehensive Annual Financial Report (CAFR) of Webb County for the fiscal year ended
September 30, 2002 is submitted herewith. The report was prepared by the County Auditor’s staff
with assistance from many other County departments. The information is accurate in all material
respects and all necessary disclosures are included for a reasonable understanding of the County’s
financial activities. Responsibility for the accuracy of the presented data and for the completeness
and fairness of the presentation, including all disclosures, rests with the County. '

REPORT STRUCTURE

The Introduction Section holds the Auditor’s Letter of Transmittal, graphs displaying different
economic trends, the Certificate of Achievement for Excellence in Financial Reporting, the county’s
organizational chart, and a list of county officials described by name and position.

The Financial Section has the independent auditor’s report, Management’s Discussion and
Analysis, Basic Financial Statements, Required Supplementary Information, Combining Statements

and Supplementary Information.

The Statistical Section includes a ten year history of the county’s financial activities, tax rates direct
and overlapping, economic data, demographic data, and other related information.

The Compliance Section contains the independent auditor’s report on the county’s internal control
structure and compliance with specific requirements applicable to federal financial assistance
programs in accordance with Government Auditing Standards and OMB Circular A-133 and
UGCMS. This section also includes a schedule of Federal Financial Assistance and a schedule of

Federal Findings and Questioned Costs.

COUNTY GOVERNMENT OVERVIEW

Webb County was created in 1848 as a political subdivision of the State of Texas. It is located in the
southwest part of the state along the Rio Grande River bordering Mexico. It occupies three thousand
three hundred sixty six (3,366) square miles of land area, making it the fifth (5™ largest county in the
state. The county operates under judicial and administrative powers explicitly afforded counties by
the State Constitution and by State Statutes. It is governed by a county judge and four (4) county
commissioners each representing one of four (4) precincts.
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The Child Welfare Unit and the Community Action Agency are components of the county that
operate with advisory boards. Operational authority, however, remains with commissioner’s court.
Both are included in the Special Revenue Funds section of the financial reports. The Child Welfare
Unit is funded by the state and provides child protective services. The Community Action Agency is
funded by Federal and State Grants and by county contributions. The Agency provides health and
welfare services for the needy, food services for the elderly, transportation to/from rural areas, energy
conservation home improvements, and community neighborhood centers.

MAJOR INITIATIVES

The Economic Development Department actively pursues capital and funding sources by way of
federal and state grants and by inter-local agreements with other government entities. Focus is
primarily on quality of life issues for communities in rural areas that are under-developed settlements
with no access to utilities or potable water. The department has acquired grants tailored to strengthen
areas of law enforcement, child development programs, and to assist affordable housing programs.

ACCOUNTING SYSTEM

Webb County uses a modified accrual basis of accounting to account for all governmental fund
types. Revenues are recorded when they become available and are measured in exact amounts.
Liabilities are incurred through the use of a purchase order system and recorded in the general ledger
as encumbrances when a purchase order is issued. Encumbrances are later recorded as expenditures
when payment is disbursed. Encumbrances outstanding at the end of a year are carried forward to the
next fiscal year. Accounts of the county are organized on the basis of funds and account groups. Each
is considered a separate accounting entity (fund) and reported with a set of revenues and
expenditures. Resources generated from governmental entities are allocated to and accounted for in

individual funds according to the fund purpose.

Governmental Accounting Standards Board (GASB) issued Statement No. 34 which establishes a
new financial reporting model for state and local governments. The new model requires that, at a
minimum, the basic financial statements of a government will include: (1) managements discussion
and analysis as a component of required supplementary information; (2) both government-wide
financial statements and fund financial statements; (3) notes to the financial statements; and (4)
supplementary information other than management’s discussion and analysis. The CAFR will still
need to include appropriate combining and individual fund statements and schedules as part of the
financial section, as well as separate introductory and statistical sections.

The implementation of GASB Statement No. 34 is mandated for Webb County as phase 2 which
includes governments with total annual revenues of $10 million or more but less than $100 million
for periods beginning after June 15,2002. GASB Statement No. 34 also set the retroactive reporting
of major networks and subsystems of general infrastructure assets in phase 2 for years beginning
after June 15, 2006. Finally, a component unit must implement GASB Statement 34 no later than its
primary government, regardless of the amount of the component unit’s own total revenues.
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Although Webb County is not required to implement GASB 34 reporting requirements until
September 30, 2003, the reporting requirements pursuant to GASB 34 were accomplished and put
into effect with financials for fiscal year ended September 30, 2002.

CASH MANAGEMENT

County funds are placed on deposit at the officially designated county depository. The county
treasurer has statutory custody, accountability, and investment authority, pursuant to investment

policies, of all monies received by the county.

DEBT ADMINISTRATION

The property tax rate for the calendar year ending December 31, 2002 was $.457923 per $100 of
assessed valuation. The debt service portion of the tax rate is $.083408 and is used to service
principal and interest payments on certificates of obligation, general obligation bonds, and equipment

lease/purchase obligations.

Debt payments for FY 2001-2002 totaled $4,892,630. Principal payments on bonds and certificates
of obligation were $1,886,633; interest and other charges totaled $2,552,866; lease payments on
equipment notes totaled $330,355; and $122,776 was paid on the LoanSTAR energy savings note.

BUDGETARY CONTROLS

As the official budget officer, the county judge submits a budget to commissioners court in a manner
prescribed by state statute. The court can adopt the budget as submitted or propose changes that will
require a majority vote of the court to get adopted. The county’s fiscal year begins October 1* and
ends September 30" but a different fiscal year period for a department may be prescribed by a

funding source.

Oversight authority and responsibility for county funds rests with commissioners court. Fiscal
activity is recorded on one mainframe computer that county departments utilize to prepare monthly

reports required by state law.

The county auditor has access to the budgetary accounting program and monitors budget line item
balances before allowing disbursements. The auditor submits reports of departmental revenues and
expenditures to the auditor’s board of district judges and to commissioners court during regularly
scheduled meetings and periodically provides information to other county officials when information

is requested or needed.
INTERNAL CONTROLS

Internal controls are the single most important element in the accounting system to provide
reasonable assurance that assets are safeguarded against loss from unauthorized use or disposition
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and that financial records are reliable for preparing financial statements and maintaining
accountability of assets. The concept of reasonable assurance recognizes that the cost of internal
controls is no greater than the benefit to be derived and that the amount of such costs versus the
benefits is based on estimates and decisions made by management. The county’s internal controls are
regularly examined and changes are adopted when necessary to maintain their effectiveness in

safeguarding public funds and assets.

RISK MANAGEMENT

The Risk Management Department was initiated by commissioners court in October 1988. Primary
responsibilities include the coordination of employee health and life insurance benefits, workers
compensation benefits, administration of IRS section 125 Cafeteria Plan, COBRA plan benefits, and
the Property Casualty and Liability Insurance Package. The department has a safety program in place
to reduce workers compensation claims and liability exposures. Training sessions are held
throughout the year to assure employee awareness of safety in the workplace.

The month of May is recognized as “Health & Safety” month by commissioners court. Monthly
events include training courses in CPR and first aid, a health fair with video presentations in
connection with safety in the workplace, and a two-day conference addressing personnel

management and liability issues.

The risk manager has responsibility to procure the services of insurance professionals to obtain plans
to better meet the needs of the county and its employees. Case management is contracted to an
outside entity in efforts to contain costs and to encourage employee rehabilitation. Periodic reports
on loss control and loss occurrence are provided to commissioners court by the risk manager.

PROPRIETARY OPERATIONS

Proprietary Fund types are organized to be self-supporting through user charges of outside parties
(Enterprise Fund) or through other departments or agencies primarily within the governing unit
(Internal Service Funds). The Webb County Water Utility Fund was initiated in August 1993 as an
Enterprise Fund. The County purchased the Rio Bravo Water Plant from the original developer for
$272,908 with funds provided by a grant from the Texas Department of Housing and Community
Affairs. Special legislation was passed by the State of Texas to statutorily allow the county to operate
a water utility system, making it the first county in the state to do so. The Webb County Health
Benefits Fund and the Webb County Worker’s Compensation Reserve Fund are Internal Service

Funds.

FIDUCIARY OPERATIONS

Trust and Agency Funds used to record assets held by the county in a trustee capacity or as an agent
for others are included in the fiduciary grouping. Webb County has two fiduciary trust funds and
seven agency funds which include the District Clerk Fund (Escrow), the County Clerk Fund
(Escrow), the Tax Assessor-Collector Fund, the Sheriff Inmate Fund, the District Attorney Hot
Check Processing Fund, the District Attorney Pool Forfeiture Fund, and the Cash Bonds Fund.
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INDEPENDENT AUDIT

The Certified Public Accounting firm of Baum, Mejia & Co., P.L.L.C. audited the County’s
Financial Statements in conformity with generally accepted accounting principles (GAAP) and in
accordance with generally accepted auditing standards. Their Independent Auditor’s Report opinion
letter precedes the financial statements in the Financial Section of the report. The firm also
conducted federal audit procedures to comply with specific requirements of the Federal Single Audit
Act Amendment of 1996 and the related OMB Circular A-133. Their letters in that regard are
included in the Single Audit Section of the report.

GAAP requires 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). The County’s MD&A can be found immediately following the report of the independent

auditors.

THE COMMUNITY AND THE ECONOMY

At the center of the primary trade route connecting Canada, the United States and Mexico, the City
of Laredo (county seat) offers markets, business opportunities and profit potential which business
and industry cannot find anywhere else. Laredo has an annual average of 320 sunny days, mild
winters and high summer daytime temperatures with low humidity. Laredo is the U.S. principal port
of entry into Mexico, located at the southern most end of TH 35, 154 miles of San Antonio, 145 miles
west of the Gulf Coast and 147 miles north of Monterrey, Mexico.

In the 1900’s Laredo’s population grew three times faster than the State; it created new jobs at a rate
twice as fast as the State; and it outpaced the State in terms of per capita income growth. Since the
implementation of NAFTA (1994), trade between the U.S. and Mexico has increased by 200 percent.
Laredo’s port of entry accounts for a third of U.S.-Mexico overland (truck and rail) merchandise

trade.

Laredo stands today as one of the fastest growing cities in the country and the largest land port on the
United States-Mexico border. New businesses continue to make Laredo their home, capitalizing on
the thriving markets on both sides of the border. At Texas A&M International University, a $49.5
million building expansion is under construction and will increase campus facilities by sixty percent
to meet the demands of the growing population of students. A fifth international bridge in south
Laredo is in the planning and the newly built Laredo Entertainment Center, home to a professional
ice hockey team, had tremendous success in its first year of operation. Laredo is the seat of a new
Catholic Diocese that covers seven counties (11,000 square miles) headquartered at the historic San
Agustin Cathedral in downtown Laredo.
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CERTIFICATE OF ACHIEVEMENT

Webb County was awarded a “Certificate of Achievement for Excellence in Financial Reporting”
by the Government Finance Officers Association of the United States and Canada (GFOA) for its
Comprehensive Annual Financial Report for the year ended September 30, 2001. The Certificate of
Achievement is a prestigious national award that recognizes conformance with the highest standards
for preparation of government financial reports.

To be honored with the Certificate of Achievement award, a government unit must publish an easily
readable and efficiently organized comprehensive annual financial report whose contents conform to
program standards. The 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. Webb County has received a
Certificate of Achievement for the last eleven years (1991 thru 2001). This year’s Comprehensive
Annual Financial Report was prepared to meet with the requirements of the Certificate of
Achievement program and it will be submitted to GFOA for that consideration.
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s
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Webb County Auditor
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WEBB COUNTY'S BUSINESS BAROMETER
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WEBB COUNTY TRADE ADVANTAGE
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Reporting
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Texas

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
September 30, 2001

A Certificate of Achievement for Excellence in Financial
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Association of the United States and Canada to
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BAUM, MEJIA & Co., P.L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
707 EAST CALTON ROAD, SUITE 201
P.O. BOX 3627
LAREDO, TEXAS 78044-3627
J. CLAYTON BAUM, CPA TEL: (956) 724-1111
GERARDO J. MEJIA, CPA FAX: (956) 724-1350
—_— EMAIL: BAUMEJIA@GGRANDECOM.NET

MARIO A. MEJIA, CPA

INDEPENDENT AUDITOR’S REPORT

To the Honorable Judge Louis H. Bruni and
the Honorable County Commissioners
Webb County, Texas

We have audited the accompanying basic financial statements of Webb County, Texas,
as of and for the year ended September 30, 2002, as listed in the table of contents.
These basic financial statements are the responsibility of Webb County, Texas’
management. Our responsibility is to express an opinion on these basic 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; the provisions of the U. S. Office of Management and Budget (OMB) Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations; and the
provisions of the State of Texas Uniform Grant and Contract Management Standards
(UGCMS). Those standards, OMB Circular A-133 and UGCMS, require that we plan
and perform the audit to obtain reasonable assurance about whether the basic financial
statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the basic financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall basic
financial statement presentation. We believe that our audit provides a reasonable basis

for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all
material respects, the financial position of Webb County, Texas, as of September 30,
2002, and the results of its operations and the cash flows of its proprietary funds for the
year then ended in conformity with accounting principles generally accepted in the
United States of America.

As described in Note L to the basic financial statements, Webb County, Texas adopted
the provisions of Governmental Accounting Standards Board Statement Nos. 33, 34, 36,
37 and 38 and GASB Interpretation No. 6 as of October 1, 2001. This results in a
change in the format and content of the basic financial statements.

In accordance with Government Auditing Standards and UGCMS, we have also issued
our report dated February 21, 2003 on our consideration of Webb County, Texas’
internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grants. That report is an integral part of an

MEMBER: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND TEXAS SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS



audit performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of our audit.

The Management’s Discussion and Analysis (MD&A) and the required supplementary
information other than MD&A, are not a required part of the basic financial statements,
but are supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no

opinion on it.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying information identified in the table of
contents as combining and individual fund statements and schedules is presented for
purposes of additional analysis and is not a required part of the basic financial
statements of Webb County, Texas. The accompanying schedule of expenditures of
federal and state awards is also presented for purposes of additional analysis as
required by OMB Circular A-133 and UGCMS, and is not a required part of the basic
financial statements of Webb County, Texas. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial

statements taken as a whole.

The information identified in the table of contents as the introductory and statistical
sections is presented for purposes of additional analysis and is not a required part of the
basic financial statements of Webb County, Texas. Such additional information has not
been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion thereon.

5@“9»\/, W%,PLLC

Laredo, Texas
February 21, 2003
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of Webb County, Texas we offer readers of the County’s financial
statements this narrative overview and analysis of the financial activities of the County
for the fiscal year ended September 30, 2002.

It is designed to:

assist the reader in focusing on significant financial issues

provide an overview of the County’s financial activity

identify changes in the County’s financial position (its ability to address the next
and subsequent year challenges)

identify any material deviations from the financial plan (the approved budget) and
identify individual fund issues or concerns.

VV VVYVY

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the
current year’s activities, resulting changes, and currently known facts, it should be read in
conjunction with the Transmittal Letter (beginning on page vii) and the County’s
financial statements (beginning on page 15).

FINANCIAL HIGHLIGHTS

» The County’s combined net assets were $71,094,391 at September 30, 2002
» The County’s net assets increased by $5,525,530 (or 8.4%) during 2002.

> The governmental net assets increased by $5,477,554 (or 8.4%) and the business-
type net assets increased by $47,976 (or 11.4%) during 2002.

> Total general fund balance at year end was $8,962,544 which was an increase of
$2,064,123 (or 30%) during 2002.

USING THIS ANNUAL REPORT

In light of the fact that this is a very different presentation of the County’s previous
general purpose financial statements, the following graphic is provided for your review.

2002 Comprehensive Annual Financial Report
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MD&A

Basic
Financial
Statements

Other
Required
Supplementary
Information

The County’s basic financial statements comprise three components: 1) Government-
wide financial statements, 2) Fund financial statements and 3) Notes to the basic financial
statements. Required Supplementary Information is included in addition to the basic

financial statements.

The basic financial statements include the Statement of Net Assets and the Statement of
Activities, on pages 15 - 17, which provide information about the activities of the County
as a whole (government-wide) and present a longer-term view of the County’s finances.
For governmental activities, fund financial statements provide an overview of how these
services were financed in the short-term as well as what remains for future spending.
Fund financial statements start on page 18. Fund financial statements also report the

Management’s Discussion
and Analysis
(required supplementary information)
(new)

Government-wide Fund financial
financial statements statements
(new) (refocused)

(pages 15 -17) (pages 18 - 31)

Notes to the financial statements
(expanded/restructured)
(pages 32 - 74)

1

Required supplementary information
(other than MD&A)
(expanded)

(pages 75 - 101)
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County’s operations in more detail than the government-wide statements by providing
information about the County’s most significant funds.

The remaining statements provide financial information about activities for which the
County acts solely as a trustee or agent for the benefit of those outside of the government.
The notes to the financial statements provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial
statements. In addition to the basic financial statements and accompanying notes, this
report also presents required supplementary information (including this analysis).

Reporting the County as a Whole: Government-wide Financial Statements

One of the most important questions asked about the County’s finances is, “Is the County
as a whole better off or worse off as a result of this year’s activities?”” The Statement of
Net Assets and the Statement of Activities report information about the County as a
whole and about its activities in a way that helps answer this question. These statements
include all assets and liabilities using the accrual basis of accounting, which is similar to
the accounting used by most private-sector companies. All of the current year’s revenues
and expenses are taken into account regardless of when cash is received or paid.

These two statements report the County’s net assets and changes in them. One can think
of the County’s net assets — the difference between assets and liabilities — as one way to
measure the County’s financial health, or financial position. Over time, increases or
decreases in the County’s net assets are one indicator of whether its financial health is
improving or deteriorating. During 2002, the net assets of the County increased by $5.5
million.

The Statement of Net Assets and the Statement of Activities, present information about
the two types of County activities:

» Governmental activities - All of the County’s basic services are considered to be
governmental activities, including general government, public safety, justice
system, health and human services, infrastructure and environmental services,
correction and rehabilitation, and community and economic development.
Property taxes, intergovernmental revenue and charges for services finance most
of these activities.

> Business-type activities. Other functions of the County that are intended to
recover all or a significant portion of their costs through user fees and charges are
considered to be business-type activities. This includes the Webb County Water
Utility Fund.

The government-wide financial statements can be found on pages 15 — 17 of this report.

2002 Comprehensive Annual Financial Report
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Reporting the County’s Most Significant Funds: Fund Financial Statements

The fund financial statements provide detailed information about the most significant
funds - not the County as a whole. Some funds are required to be established by State law
and by bond covenants. However, the County establishes other funds to help it control
and manage money for particular purposes or to show that it is meeting legal
responsibilities for using certain taxes, grants, and other money. The County’s three
categories of funds — governmental, proprietary and fiduciary use different accounting
approaches.

Governmental Funds

Most of the County’s basic services are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called the
modified accrual basis of accounting, which measures cash and all other financial assets
that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the County’s general governmental operations and the basic
services it provides.

Governmental fund information helps one determine whether there are more or fewer
financial resources that can be spent in the near future to finance the County’s programs.
Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions.

Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate
this comparison between governmental funds and governmental activities.

The County maintains 126 individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General Fund,
Headstart Fund, Capital Projects Interest Income Funds Series 2001 and 2002 and the
Juvenile Youth Village Fund, each of which are considered to be major funds. Data
from the other 121 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 basic governmental fund financial statements can be found on pages 18 - 25 of this
report.

Proprietary Funds

The County maintains two different types of proprietary funds, enterprise and internal

2002 Comprehensive Annual Financial Report
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service funds. Enterprise Funds are used to report the same functions presented as
business-type activities in the government-wide financial statements. The County uses
enterprise funds to account for its Water Utility Fund. Internal Service Funds are an
accounting device used to accumulate and allocate costs internally among the County’s
various functions. The County uses internal service funds to account for support services
provided to other departments, which includes the employees’ health benefits and worker
compensation funds. Because these services predominantly benefit governmental rather
than business-type functions, they have been included within governmental activities in
the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. Conversely, all internal service funds are combined into a
single, aggregated presentation in the proprietary fund financial statements. Individual
fund data for the internal service funds is provided in the form of combining statements
elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 26 - 29 of this
report.

Fiduciary Funds

The County is the trustee, or fiduciary, for certain amounts held on behalf of others.
Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the County’s
own programs. The County’s fiduciary activities are reported in separate Statements of
Fiduciary Net Assets and Changes in Fiduciary Net Assets. The accounting used for
fiduciary funds is much like that used for proprietary funds. The County is responsible
for ensuring that the assets reported in these funds are used for their intended purposes.

The basic fiduciary fund financial statements can be found on pages 30 -31 of this report.

Notes to the Financial Statements. The notes provide additional information that is
essential to fully understand the data provided in the government-wide and fund financial
statements. The notes to the financial statements can be found on pages 32 - 74 of this

report.

Required Supplementary Information. In addition to the basic financial statements and
accompanying notes, this report also presents certain required supplementary
information. This includes a schedule concerning the County’s progress in funding its
obligation to provide pension benefits to county employees. Required supplementary
information can be found on pages 75 - 102 of this report.

Other Information. The combining statements referred to earlier in connection with non-
major governmental funds and internal service funds are presented immediately
following the required supplementary information. Combining and individual fund
statements and schedules can be found on pages 122 - 372 of this report.

2002 Comprehensive Annual Financial Report
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FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE

The government-wide financial analysis focuses on the net assets and changes in net
assets of the County’s governmental and business-type activities. As noted earlier, net
assets may serve over time as a useful indicator of a government’s financial position. As
the following table demonstrates, the County’s assets exceeded its liabilities by
$71,094,391 at September 30, 2002.

[Because this is the first year of implementation of Government Accounting Standards
Board Statement No. 34, which requires this new reporting model, the following tables
present only current year data. In future years, when prior-year information is available,
comparative analysis of government-wide data will be presented.]

Webb County's Net Assets

Governmental Business-type
Activities Activities Total
Current and other assets $ 63,956,690 $ 2,386,589 $ 66,343,279
Capital assets 90,381,629 3,026,667 93,408,296
Total assets 154,338,319 5,413,256 159,751,575
Long-term liabilities outstanding 68,431,936 4,793,105 73,225,041
Other liabilities 15,281,843 150,300 15,432,143
Total liabilities 83,713,779 4,943,405 88,657,184
Net assets:
Invested in capital assets,
net of related debt 32,855,945 355,799 33,211,744
Restricted 25,771,854 - 25,771,854
Unrestricted 11,996,741 114,052 12,110,793
Total net assets $ 70,624,540 $ 469,851 $ 71,094,391

By far the largest portion of the County’s net assets, $32,211,744 (47%) reflects its
investment in buildings, vehicles, equipment, infrastructure and construction and
infrastructure in progress, less any related debt used to acquire those assets that is still
outstanding. The County uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the County’s
investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

An additional portion of the County’s net assets, $25,771,854 (36%) represents resources
that are subject to external restrictions on how they may be used. The remaining balance
of unrestricted net assets $12,110,793 (17%) may be used to meet the government’s
ongoing obligations to citizens and creditors.

2002 Comprehensive Annual Financial Report
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At the end of the current fiscal year, the County is able to report positive balances in all
three categories (invested in capital assets - net of related debt, restricted and
unrestricted) of net assets, both for the government as a whole, as well as for its separate
governmental and business-type activities.

The following table demonstrates, the County’s net assets increased by $5,525,530 during
the current fiscal year. Approximately two thirds of this increase is attributable to
collected property taxes. Business-type activities did experience a slight shortfall in net
assets before transfers; however, increases in charges for services have improved the
condition overall.

Webb County's Changes in Net Assets
For the Year Ended September 30, 2002

Governmental Business-type

Activities Activities Total
REVENUES
Program revenues:
Charges for services $ 8,821,068 $ 1,036,726 $ 9,857,794
Operating grants and contributions 25,328,735 25,328,735
Capital grants and contributions 1,799,079 1,799,079
General revenues
Property taxes 29,375,203 29,375,203
Other taxes 9,133,284 9,133,284
Other 2,901,016 41,215 2,942,231
Total Revenues $ 77,358,385 $ 1,077,941 $ 78,436,326
EXPENSES
Program Activities
Primary Government:
Governmental Activities:
General Government $ 11,947,403 $ 11,947,403
Public Safety 7,438,934 7,438,934
Justice System 15,107,757 15,107,757
Health and Human Services 15,097,668 15,097,668
Infrastructure and Environmental Services 5,657,948 5,657,948
Correction and Rehabilitation 11,352,329 11,352,329
Community and Economic Development 2,476,400 2,476,400
Interest on Long-term Debt 2,747,740 2,747,740
Business-type Activities:
Webb County Water Utility $ 1,084,617 1,084,617
Total Expenses $ 71,826,179 $ 1,084,617 $ 72,910,796
Increase (decrease) in net assets
before transfers $ 5,532,206 $ (6,676) $ 5,525,530
Transfers (54,652) 54,652 -
Increase in net assets $ 5,477,554 $ 47,976 $ 5,525,530
Net assets - beginning of year 65,146,986 421,875 65,568,861
Net assets - end of year $ 70,624,540 $ 469,851 $ 71,094,391

2002 Comprehensive Annual Financial Report
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Governmental Activities

Governmental activities increased the County’s net assets by $5,477,554, resulting in
99.1% of the growth in net assets. Key elements of this increase are as follows:

> Property taxes collected increased by approximately $3.4 million (13.1%) from the
previous fiscal year. Increase is the product of increased taxable values and

residential growth.

> Operating grants and grant contributions for governmental activities increased by
approximately $1.5 million from the previous fiscal year.

> Special revenue taxes (sales and hotel/motel tax) increased by approximately
$291,000 from the previous fiscal year.

> Investment income decreased by approximately $1 million, due to a lower return on
investment.

The following charts represent the fiscal year trends for the governmental activities.

Program Revenue and Expense- Governmental Activities
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Revenue by Source - Governmental Activities
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Business-type Activities

Business-type activities increased the County’s net assets by $47,976, accounting for less
than 1% of the growth in net assets for the current year. Key elements of the current year
increase are as follows:

> Charges for services increased by approximately $300,000, compared to the prior
year. This is a result of increased service rates.

> Expenses increased causing a deficit of $6,676; however, a transfer in allowed for a
total increase in net assets.
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The following charts represent the fiscal year trends for the business-type activity.

Program Revenue and Expense - Business-type Activity
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FINANCIAL ANALYSIS OF THE COUNTY’S MAJOR FUNDS

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

Governmental Funds

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

As of the end of the current fiscal year, the County’s governmental funds reported
combined ending fund balances of $35,395,548, an increase of $10,632,342 in
comparison with the prior year. This was primarily due to the $11.3 million bond
proceeds secured for the building of the Juvenile Youth Village.

The General Fund is the chief operating fund of the County. At the end of the current
fiscal year, unreserved balance of the General Fund was $8,839,902, while the total fund
balance was $8,962,544. As a measure of the General Fund’s liquidity, it may be useful
to compare unreserved fund balance to total fund expenditures. Unreserved fund balance
represents 22 % of total General Fund expenditures.

The balance of the County’s General Fund increased by $2,064,123 from the previous
fiscal year. This is primarily attributable to growth in property and sales taxes and
intergovernmental revenues, relative to government-wide governmental activities.

The Headstart Fund accounts for resources received by the Department of Health and
Human Services. These resources are used for student’s education, nutrition, disability
and medical services as well as parent’s literary services. This fund does not contribute
to the governmental fund balance at year end as the revenues received directly offset the
expenses incurred.

Both the Capital Projects Interest Income Funds Series 2001 and 2002 are used to
account for interest earned on the investment of bond proceeds as required by bond
covenants. Interest income is available for funding corresponding capital projects, if
needed. At year end they contributed a combined total of $132,361 to the governmental

fund balance.

The Juvenile Youth Village Fund accounts for the $11.3 million construction project
which will house a juvenile detention center and juvenile justice alternative education
program. Currently, the fund balance is $11.1 million. The decrease is attributable to
expenditures associated with construction in progress.
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Proprietary Funds

The County’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

» Unrestricted net assets of the Water Utility Fund at year end totaled $96,351.

GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original and final amended budgets for expenditures resulted in a
3.1% increase, ($1.4 million increase in appropriations). Ninety percent (90%) of the
increase in appropriations can be attributed to transfers from the general fund balance to
individual departments to cover unexpected and incurred expenditures.

At year end, general fund revenues exceeded budget projections and expenditures were
less than budget estimates. The result was a $3.1 million positive variance.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The County’s investment in capital assets for its governmental activities as of September
30, 2002, amounted to $93,408,294 (net of accumulated depreciation). This investment in
capital assets includes land, infrastructure, infrastructure in progress, buildings,
equipment, furniture and construction in progress.

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

> Completion of an Administration Building at a cost of $13 million.

» Various construction projects in progress with an estimated cost of $560,000.

> Telephone Network System at a cost of $456,000.

» New 13 vehicle fleet at a cost of $242,000.
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Webb County's Capital Assets
(net of depreciation)

Governmental Bustiness-type

Activities Activities Total
Land $ 5,637,002 $ 201,598 $ 5,838,600
Infrastructure and infrastructure in progress 22,451,069 2,308,083 24,759,152
Buildings 47,593,029 217,189 47,810,218
Equipment and furniture 14,334,257 106,341 14,440,598
Construction in progress 366,270 193,456 559,726
Total $ 90,381,627 $ 3,026,667 $ 93,408,294

Additional information on the County’s capital assets can be found in note II C on pages
48 - 49 of this report.

Debt Administration

At the end of the current fiscal year, the County had total bond debt outstanding of
$69,636,965. The bond debt is payable from the levy of a direct ad valorem tax on all
taxable property located within the County.

The County’s total debt increased by $16,454,613 (30%) from the previous fiscal year.
New borrowing during the year was $11.3 million in limited tax improvement bonds and
$4.3 million in certificates of obligation for governmental activities. A principal payment

of $775,000 and an interest payment of $627,588 are due February 15, 2003.

Webb County's Outstanding Debt
General Obligation

Governmental Bustiness-type
Activities Activities Total
Certificates of obligation $ 36,242,043 $ 2,762,958 $ 39,005,001
General obligation refunding bonds 7,745,000 7,745,000
Limited tax refunding bonds 7,390,000 7,390,000
Limited tax improvement bonds 11,300,000 11,300,000
Other lending requirements 2,238,964 1,958,000 4,196,964
Total $ 64,916,007 $ 4,720,958 $ 69,636,965

The County has an “Aaa” rating for both limited tax bonds and certificates of obligation
from Moody’s. The County has an “AAA" rating for both limited tax bonds and
certificates of obligation from both Standard & Poor’s and Fitch.

Additional information on the County’s long-term debt can be found in note II G on
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pages 53 - 60 of this report.

ECONOMIC FACTORS

The following economic factors were known as of the printing of this report:

> Increases to Water Utility rates took effect September 1, 2002; this is part of our five
year plan to meet business activity expenditures.

> Limited Tax Refunding Bonds were issued November 2002 totaling $6,275,000,
saving the County in excess of $200,000 over the life of the refunding bonds.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the County’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 Webb County Auditor’s Office, 1110 Washington Street, Suite
201, Laredo, Texas 78040.
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ASSETS
Cash and Equivalents
Receivables
Internal Balances
Due from Other Governmental Agencies
Inventories
Other assets
Capital Assets
Land and improvements not being depreciated
Infrastructure and infrastructure in progress
Buildings
Equipment and Furniture
Construction in Progress
Less: Accumulated Depreciation
Total Capital Assets
Total Assets

LIABILITIES
Accounts payable and accrued expenses
Due to other governmental agencies
Deferred Revenues
Long-term liabilities
Due within one year
Bonds, capital leases and contracts
Accrued interest
Compensated absences
Due in more than one year
Bonds, capital leases and contracts
Compensated absences
Claims and judgments
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for:
Capital projects
Debt Service
Other projects
Unrestricted
Total net assets

Webb County, Texas

Statement of Net Assets

September 30, 2002

Governmental Business-type
Activities Activities Total
$ 43,862,381 3,708,313 $ 47,570,694
10,520,961 151,466 10,672,427
1,699,199 (1,699,199) -
6,781,704 - 6,781,704
122,642 15,469 138,111
969,803 210,540 1,180,343
5,637,002 201,598 5,838,600
60,525,848 2,318,211 62,844,059
64,163,667 272,908 64,436,575
20,331,963 378,885 20,710,848
366,270 193,456 559,726
(60,643,121) (338,391) (60,981,512)
90,381,629 3,026,667 93,408,296
154,338,319 5,413,256 159,751,575
13,499,747 150,300 13,650,047
1,030,987 - 1,030,987
751,109 - 751,109
3,263,553 63,668 3,327,221
398,615 42,171 440,786
1,665,085 3,258 1,668,343
61,652,455 4,657,289 66,309,744
47,232 26,719 73,951
1,404,996 - 1,404,996
83,713,779 4,943,405 88,657,184
32,855,945 355,799 33,211,744
21,879,244 - 21,879,244
577,819 - 577,819
3,314,791 - 3,314,791
11,996,741 114,052 12,110,793
$ 70,624,540 469,851 $ 71,094,391

The accompanying notes are an integral part of these financial statements.
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Functions/Programs
Primary government

Governmental Activities
General Government
Public Safety
Justice System
Health and Human Services
Infrastructure and Environmental Services
Correction and Rehabilitation
Community and Economic Development
Interest on Long-term debt
Total governmental activities

Business-type activities
Webb County Water Utility
Total business-type activities
Total primary government

Webb County, Texas
Statement of Activities

For the Year Ended September 30, 2002

Program Revenue

Operating Grants and

Expenses Charges for Services Contributions

$ 11,947,403 $ 1,490,934 $ 190,861
7,438,934 593,028 2,777,116
15,107,757 2,949,920 2,513,821
15,097,668 274,726 11,530,250
5,657,948 2,960,105 779,492
11,352,329 120,715 6,472,917
2,476,400 431,640 1,064,278
2,747,740 - -
71,826,179 8,821,068 25,328,735
1,084,617 1,036,726 -
1,084,617 1,036,726 -
72,910,796 9,857,794 25,328,735

General revenues:
Taxes:

Property taxes, levied for general purposes
Property taxes, levied for debt service
Hotel Motel occupancy tax
Sales and miscellaneous tax

Unrestricted investment earnings

Miscellaneous

Special item - gain (loss) on sale of asset

Transfers

Total general revenues, special items, and transfers
Change in net assets
Net assets - beginning, restated

Net assets - ending

The accompanying notes are an integral part of these financial statements.
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Webb County, Texas
Statement of Activities
For the Year Ended September 30, 2002

Net (Expense) Revenue and Changes in Net Assets
Primary Government

Capital Grants and Governmental Business-type
Contributions Activities Activities Total
$ - $ (10,265,608) $ (10,265,608)
- (4,068,790) (4,068,790)
- (9,644,016) (9,644,016)
- (3,292,692) (3,292,692)
1,799,079 (119,272) (119,272)
- (4,758,697) (4,758,697)
- (980,482) (980,482)
- (2,747,740) (2,747,740)
1,799,079 (35,877,297) (35,877,297)
- (47,891) (47,891)
- (47,891) (47,891)
1,799,079 (35,877,297) (47,891) (35,925,188)
24,583,580 - 24,583,580
4,791,623 - 4,791,623
382,440 - 382,440
8,750,844 - 8,750,844
780,396 41,215 821,611
2,121,128 - 2,121,128
(508) - (508)
(54,652) 54,652 -
41,354,851 95,867 41,450,718
5,477,554 47,976 5,525,530
65,146,986 421,875 65,568,861
$ 70,624,540 $ 469,851 $ 71,094,391
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ASSETS

Cash and cash equivalents
Taxes receivable, net

Due from other funds

Receivable from other governments

Other receivables
Inventories
Prepaid expenses

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Due to other funds
Payable to other governments
Deferred revenue
Other accrued expenses
Other payables
Total liabilities

Fund balances:
Reserved for:
Inventories
Encumbrances
Prepaid expenses
Debt service
Other purposes
Unreserved
Total fund balances
Total liabilities and fund balances

Webb County, Texas
Balance Sheet
Governmental Funds
September 30, 2002

Capital Projects
Interest Income

General Fund Headstart Series 2001
$ 147,313 $ - $ 5,745,551
6,596,883 - -
17,058,706 186 -
1,499,728 636,322 -
209,282 81 -
122,642 - -
10,095 - -
25,644,649 636,589