Webb County, Texas
Notes to the Financial Statements
For the Fiscal Year Ended September 30, 2005

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The County was established in 1848 and is a public corporation and a political subdivision of the
State of Texas. The County has a population of 193,117 (2000 census) living within an area of
3,366 square miles. The County is sixth largest county of the 254 Texas counties. The County is
in the southwest quadrant of the state, and the City of Laredo, Texas is the County seat.

The County operates using a commission form of government. The County Judge is elected at
large for a four-year term. The Commissioners’ Court (Court) is comprised of four members
elected for four-year terms from four election districts. The Court provides various services to
advance the welfare, health, morals, comfort, safety, and convenience of the County and its
inhabitants. As required by generally accepted accounting principles, the financial statements of
the reporting entity include those of the County (the primary government) and its component units.

The financial statements of the County have been prepared in accordance with Generally
Accepted Accounting Principles in the United States of America (“GAAP”) as applied to
governmental units. The Governmental Accounting Standard Board (“GASB”") is the standard-
setting body for governmental accounting and financial reporting. Pronouncements of the
Financial Accounting Standard Board (“FASB”) issued after November 30, 1989 are not applied in
the preparation of the financial statements of the enterprise fund in accordance with the election
made by the County under GASB Statement #20. The GASB periodically updates its codification
of the existing Governmental Accounting and Financial Reporting Standards, which, along with
subsequent GASB pronouncements (Statements and Interpretations), constitutes GAAP for
governmental units. The County's significant accounting policies are described below:

For the reporting year, the County elected early implementation of GASB Statement #34, “Basic
Financial Statements — and Management's Discussion and Analysis — for State and Local

Governments.”

A. REPORTING ENTITY

In evaluating the County as a reporting entity, management has addressed all potential component
units (traditionally separate reporting entities) for which the County may be financial accountable
and, as such, should be included within the County’s financial statements.

The County (primary government) is financially accountable if it appoints a voting majority of the
organization’s governing board and (1) it is able to impose its will on the organization or (2) there is
a potential for the organization to provide specific financial burden on the County.
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Additional, the primary government is required to consider other organizations for which the nature

and significance of their relationship with the primary government are such that exclusion would
cause the reporting entity’s financial statements to be misleading or incomplete. Because of the
closeness of their relationship with the primary government (the County), two component units are
blended as though they are part of the primary government. The reporting funds of the
Component Units listed below are included in the Special Revenue Funds section of the County’s
CAFR. These component units do not issue separately audited comprehensive annual financial
reports. The only financial data available on these component units are included in the County’s
CAFR and may be obtained from the Webb County Auditor's Office.

Webb County Auditor
1110 Washington, Suite 201
Laredo, Texas 78040

Blended Component Unit The Webb County Community Action Agency (CAA) is an entity
incorporated by the State of Texas. CAA’s primary purpose is to take advantage of all Federal and
State programs that are specially designed to aid and educate the underprivileged in the County.
The Webb County Commissioners’ Court is CAA’s governing body. CAA has a twenty-one
member advisory board consisting of (A) public officials, (B) indigent and, (C) the private sector.
CAA’s operations are reported in the special revenue funds.

Blended Component Unit The Laredo Webb County Child Welfare Board (Board) is an entity
incorporated by the State of Texas. The Board’s purpose is to provide foster care for neglected,
delinquent and handicapped children of the County. The Webb County Commissioners’ Court is
the Board governing body. Thirteen resident members make up an advisory board appointed by
the Commissioners' Court. The Board’s operations are reported in the special revenue funds.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The basic financial statements include both government-wide and fund financial statements on all
of non-fiduciary activities of the primary government and its components units. While the previous
model emphasized fund types (the total of all funds of a particular type), in the new reporting model
the focus is on either the County as a whole or as major individual funds (within the fund financial

statements).

Both the government-wide and fund financial statements within the basic financial statements
categorize primary activities as either governmental activities or business-type activities. In the
government-wide Statement of Net Assets, both the governmental and business-type activities
columns (a) are presented on a consolidated basis by column, (b) and are reflected, on a full
accrual, economic resource basis, which incorporates long-term assets and receivables as well

long-term debt and obligations.
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The government-wide Statement of Activities reflects both the gross and net cost per functional
categories (public safety, public works, etc.) that are otherwise being supported by general
govermnment revenues (property, sales and use taxes, certain intergovernmental revenues, fines,
permits and charges, etc.). The Statement of Activities reduces gross expenses (including
depreciation) by related program revenues, operating and capital grants. The program revenues
must be directly associated with the function or a business-type activity. Program revenues include
revenues from fines, and forfeitures, licenses and permit fees, taxes and charges for services.
The operating grants include operating-specific and discretionary (either operating or capital grants
while the capital grants columns reflects capital-specific grants.

The net cost (by function or business-type activity) is normally covered by general revenue
(property, sales, or use taxes, intergovernmental revenues, interest income, etc.). Historically, the
previous model did not summarize or present net cost by function or activity. The County does

not currently employ an indirect cost allocation system.

This government-wide focus is more on the sustainability of the County as an entity and the
change in aggregate financial position resulting from the activities of the fiscal period.

The fund financial statements are, in substance, very similar to the financial statements presented
in the previous model. Emphasis here is on the major funds in either the governmental or
business-type categories. Non-major funds (by category) or fund type are summarized into a

single column.

Unless an internal service fund is combined with the business-type activities (deemed to be an
infrequent event), totals on the business-type activity fund statements should directly reconcile to
the business-type activity column presented in the government-wide statements.

The governmental funds major fund statements in the fund financial statements are presented on a
current financial resource and modified accrual basis of accounting. This is the manner in which

these funds are normally budgeted.

This presentation is deemed most appropriate to (a) demonstrate legal and covenant compliance,

(b) demonstrate the sources and use of liquid resources, and (c) demonstrate how the County’s
actual experience conforms to the budget or fiscal plan. Since the governmental fund statements
are presented on a different measurement focus and basis of accounting than the government-
wide statements’ governmental column, a reconciliation is presented on the page following each
statement, which briefly explains the adjustment necessary to transform the fund based financial
statements into the governmental column of the government-wide presentation.
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Internal service funds of a government (that traditionally provide services primarily to other funds of
the government) are presented in the summary form as part of the proprietary fund financial
statements. Since the principal users of the internal services are the County’'s governmental
activities, financial statements of internal service funds are consolidated into the governmental
column when presented at the government-wide level. To the extent possible, the cost of these
services is reflected in the appropriate functional activity (police, fire, public works, etc.). The
County’s fiduciary funds (which have been redefined and narrowed in scope) are presented in the
fund financial statements by type (pension, private purpose and agency). Since by definition
these assets are being held for the benefit of a third party (other local governments, private parties,
etc.) and cannot be used to address activities or obligations of the government, these funds are not
incorporated in the government-wide statements.

The focus of the revised model is on the County as whole and the fund statements, including the
major individual funds of the governmental and business-type categories, as well as the fiduciary
funds, (by category). Each presentation provides valuable information that can be analyzed and
compared (between years and between governments) to enhance the usefulness of the

information.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

1. BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues or expenditures/expenses are recognized
in the accounts and reported in the financial statements. It relates to the timing of the
measurement made, regardless of the measurement focus applied.

The Government-wide Financial Statements and the Proprietary, and Fiduciary Fund Financial
Statements are presented on an accrual basis of accounting. The Governmental Funds in the
Fund Financial Statements are presented on a modified accrual basis.

Accrual:

All proprietary and internal service funds are accounted for using the accrual basis of accounting.
Revenues are recognized when earned and expenses are recognized when incurred. Property
taxes, sale taxes, bingo taxes, mixed drink taxes, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenues items are considered to be measurable and available

only when the County receives cash.
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Modified Accrual:

All governmental funds are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recorded when susceptible to accrual; i.e.,
both measurable and available. “Available” means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. For this purpose, the County
considers revenues to be available if they are collected within 60 days of the end of the current
fiscal year. Expenditures are generally recognized under the modified accrual basis of accounting
when the related liability is incurred. The exceptions to this general rule is that debt service
expenditure, compensated absences and claims and judgments, are recognized when due.

In applying the “susceptible to accrual” concept to intergovernmental revenues pursuant to GASB
Statement #33, the provider should recognize liabilities and expenses and the recipient should
recognize receivables and revenues when the applicable eligibility requirements including time
requirements, are met. Resources transmitted before the eligibility requirements are met should
under most circumstances, be reported as advances by the provider and deferred revenues by the

recipient.
2. FINANCIAL STATEMENT PRESENTATION

The financial transactions of the County are recorded in individual funds. Each fund is accounted
for by providing a separate set of self-balancing accounts that comprise its assets, liabilities,
reserves, fund equity, revenues, and expenditures, or expenses as appropriate. The various funds
are reported by generic classification within the financial statements. Governmental resources
allocated to, and accounted for, in the individual funds are based on the specific activities in

accordance with laws, regulations, or other restrictions.

The new reporting model (GASB Statement #34) sets forth minimum criteria (percentage of the
assets, liabilities, revenues or expenditures/expenses of either fund category or the governmental
and enterprise combined) for the determination of major funds. The non-major funds are
combined in a column in the fund financial statements and detailed in the combining section.

GOVERNMENTAL FUNDS:

The focus of Governmental funds measurement (in the Fund Financial Statements) is upon
determination of financial position and changes in financial position (sources, uses, and balances
of financial resources) rather than upon net income. The following is a description of the

Governmental Funds of the County:

General Fund is the general operating fund of the County. It is used to account for all financial
resources except those require to be accounted for in another fund.
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Special Revenue Funds are used to account for the proceeds of specific revenue sources that
are legally restricted to expenditures for specified purposes. The Head Start Program Fund, which
is one of the special revenue funds, is presented as a major fund. Head Start revenues are
received from the U. S. Department of Health and Human Services —Administration for Children
and Families. Eligible participants are provided with education, nutrition, physical and mental
health, disability and medical services. Head Start revenues are also used to provide literacy
services for eligible parents. In addition to this, Webb County provides in-kind contributions as non-
federal share. Other non-major special revenues funds are created as deemed appropriate.

' Debt Service Funds are used to account for the accumulation of funds for the periodic payment
of principal and interest on governmental bonds, loans, and capital leases.

Capital Projects Funds are used to account for the financial resources to be used for the
acquisition and construction of major capital facilities (other than those financed by Business-

type/Proprietary Funds). The Juvenile Youth Village fund is a major fund for land acquisition and
the construction of a juvenile facility to be used for detention and probation purposes and benefit of
the troubled youth of our community, funded by Limited Tax Improvements Bonds, Series 2002.
Other non-major capital projects are created as deemed appropriate.

PROPRIETARY FUND TYPES:

Proprietary Funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the County enterprise, of the Water Utility Company and the County internal
service funds are charges to customers for sales and services. The County also recognizes as
operating revenues the portion of tap fees intended to recover the cost of connecting new
customers to the system. Operating expenses for the enterprise fund and internal service funds
include the cost of sales and services, administrative expenses, and depreciation on capital assets.

All revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses. The following is the description of the Proprietary Funds of the County:

Enterprise Funds are required to be used to account for operations for which a feeis charged to
external users for goods or services and the activity (a) is financed with debt that is solely secured
by pledge of the net revenues, (b) has third party requirements that the costs, be of providing
services including capital costs, be recovered with fees and charges or (c) has pricing policy
designed for the fees and charges to recover similar costs. The County may additionally elect to
treat other County business similarly. The major fund (Water Utility Fund) represents the County’s

current business-type activity.
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Internal Service Funds are used to account for the financing of services provided by a
department to other departments, funds or component units of the County on a cost-

reimbursement basis.

The Webb County Employees Health Benefit internal service fund accounts for the County
employees’ medical and dental premiums and claim payments. The Worker’s Compensation
Reserve internal service fund accounts for the County’s self insurance of workmen’s compensation

premiums and claim payments.

FIDUCIARY FUNDS:

Fiduciary Funds are used to report assets held in a trustee or agency capacity for others and
therefore are not available to support County programs. The reporting focus is upon net assets
and changes in net assets and employs accounting principles similar to proprietary funds.

Trust and Agency Funds are used to account for the trust (either pension, investments [held for
third parties] or private purpose) or agencies, which are custodial in nature.

The Permanent School Fund accounts for interest income and other revenues earned for the
benefits of various independent school districts in the County. The Available School Fund
accounts for the annual distribution to the independent school districts earned by the Permanent
School Fund. The Employees Retiree Insurance Fund accounts for health insurance.

Non-Current Governmental Assets/Liabilities:

GASB Statement #34 eliminates the presentation of Account Groups, but provides for these
records to be maintained and incorporates the information into the Governmental column in the

government-wide Statement of Net Assets
D. ASSETS, LIABILITIES AND FUND EQUITY

1. DEPOSITS AND INVESTMENTS

The County’s cash and cash equivalents include cash on hand, demand deposits, certificate of
deposits and money market with a maturity date of 90 days or less from the date of purchase.
Additionally, each fund’s equity in the State investment pools is considered to be cash equivalent
since the funds can deposit or effectively withdraw cash at any time without prior notice or penalty.

State statutes and the County’s official Investment Policy authorize the County to invest in
obligations of or guaranteed by the United States government, certificates of deposit, investment
pools authorized by the Public Funds Investments Act, mutual funds and money market mutual

funds and repurchase agreements.
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The County record investments at fair market value in accordance with provisions of GASB
Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External
Investment Pools. All investment income is recognized as revenues in the appropriate fund’s
statement of revenues, expenditures and changes in fund balance. Deposit and Investments Risk
Disclosures are in accordance with GASB Statement No. 40.

Pooled Cash - The County maintains pooled cash accounts for funds not require to be

segregated. Some funds incur negative cash balances that are equivalent to liabilities. As a result,

bank overdrafts are reported as interfund payables in the balance sheet. The general fund is the
offsetting interfund receivable for the negative cash balance.

Bank Overdraft - Individual funds with their own bank account incurring cash overdraft balances
are the results of payroll interfund bank transfers or transfers from the state investment pool
occurring after the year end or special revenues and capital projects’ grant funds on a

reimbursement basis.

2. INVENTORIES

Inventories are valued at cost, which approximates market value, using the first in, first out method,
with some inventories on the average cost method. The purchase method is used to account for
inventories. Under the purchase method, inventories are recorded as expenditures when
purchased; however, material amounts of inventories are reported as assets of their respective
funds. Reported inventories in these funds are equally offset by a fund balance reserve, which
indicates the assets are unavailable for appropriation even though they are a component of

reported assets.
3. CAPITAL ASSETS AND DEPRECIATION

Capital Assets — Capital assets, which include property, plant, equipment and infrastructure
assets (e.g. roads, bridges, dam, and similar immovable items), are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements.
The County elected early implementation of the infrastructure reporting requirements of GASB

Statement 34.

Capital assets are defined as assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair 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's lives are not capitalized. Major outlays
for capital assets and improvements are capitalized as projects are constructed.
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Capital assets of the County are depreciated using the straight-line method over the estimated
useful life of the assets as follow:

Buildings and improvements 15 to 40 years
Equipment (computer, office and vehicles) 5 years
Infrastructure - roads (paved, caliche, or dirt) 15 to 40 years
Infrastructure - bridges 25 to 35 years
Infrastructure - dam 40 years
Infrastructure - cattle guards and culverts 20 years
Infrastructure - water and wastewater lines and pump station 40 years

4. INTERFUND TRANSACTIONS

During the course of normal operations, the County has many transactions between funds. The
accompanying Fund Level financial statements reflect as transfer the expenditures and transfers of
resources to provide services construct assets and meet debt service requirements. The effect of
interfund activity has been eliminated in the Government-wide financial statements, except for
transactions between the governmental and business-type activities.

5. DUE FROM OTHER GOVERNMENTAL UNITS

To recognize resources available for Special Revenue Funds and Capital Projects Funds, the
County records amounts due from grantors upon receipt of the award and records the award as
deferred revenue. For grants that require expenditures for eligible grant purposes in order to earn
the award, revenues are recognized when expenditures are made. For other grants and financial
assistance, the amounts due from other governmental units and deferred revenue are reduced

upon receipt of payment and revenues are then recognized.

6. FUND EQUITY

Certain fund balances or portions thereof have been reserved to indicate amounts that are not
appropriated for expenditures or are legally segregated for a specific future purpose. Designation
of a portion of the fund balance is established to indicate tentative plans for financial resource

utilization in a future period.

7. CAPITAL GRANT

Capital grants restricted for capital acquisitions or construction other than those associated with
proprietary funds, are accounted for in the applicable Capital Projects Funds. Grant monies
restricted for acquisition of Enterprise Fund capital assets are recorded as contributed equity in the
applicable enterprise fund. Therefore, depreciation expense relating to fixed assets contributed or
acquired with grant monies is deducted from the applicable contributed capital.
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8. OTHER ASSETS AND UNAMORTIZED BOND ISSUANCE COSTS

Other assets held are recorded and accounted for at cost.
In the governmental funds, discounts and issuance costs are treated as period costs in the year of

issue. Bond issuance costs are shown as other financing sources.

In the proprietary funds, bond discounts and issuance costs are deferred and amortized over the
term of the bonds using the bonds outstanding method that approximates the effective interest
method. Bond discounts are presented as a reduction of the face amount of the revenue bonds
payable whereas issuance costs are recorded as other assets. Expenses relating to the sale of
the combination tax and revenues bonds in the enterprise fund are amortized over the life of the

issue.

As part of the reconciliation and presentation at the government-wide level these costs (in the
governmental funds) are adjusted and reflected similarly to proprietary funds.

Governmental Activities:

Unamortized Bond Issuance Costs 1,175,899
Prepaid Expenses 10,030
Deposits 8,795

Total $ 1,194,724

Business Activities:
Proprietary Fund:

Enterprise Fund
Unamortized Bond Issuance Costs 367,760
Total $ 367,760

9. RECLASSIFICATION

Certain September 30, 2004 accounts balances have been reclassified in this report to conform to
the financial statement presentation used in 2005.

10. ADJUSTMENTS TO NET ASSETS AND FUND BALANCE

Prior period adjustments were made to the governmental activities financial statements to reflect
corrections to the General Fund accounts receivable, accounts payable, due to governmental
agencies and deferred revenues reported as restatement of beginning governmental fund balance
and the beginning governmental activities net assets for 2004.
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Accounts receivable for $ 98,917 for claim settlement $ (7,183), $ 46,085 to establish hot checks
for County departments and the delinquent tax attorney $ 60,015. Accounts payable invoices $
72,224 not presented for payment. Due to other governmental agencies $ (7,424) court cost was

due to the State of Texas.

On June 2, 2003, the County had estimated $ 1,387,546 storm damage and received a portion of
the insurance proceeds. Clean-up costwas incurred during the fiscal year and a small segment of
the repairs were to commence February 2004.  The roof repairs required additional competitive
bidding processing and contractual agreements were finalized October 2004. The buildings
interior repairs have not been release for competitive bids. The insurance proceeds were deferred
until all repairs are finalized. All repairs require Commissioners’ Court approval and the
unexpended funds are reserved for construction cost. In September 2005, the final bids for
repairs for the buildings were approved. Governmental Accounting Standards Board Statement
No. 42 Accounting and Financial Reporting for Impairment of Capital Assets and for Insurance
Proceeds were not implemented due to the temporary impairment. Expenditures were reported in
the statement of activities and statement of revenues, expenses, and changes in fund net assets.
Deferred revenue $ 974,274 for the June 2003 storm damage is from insurance proceeds for
repairs to County property. The total effect to the general fund was an increase of $ 1,137,991 as

of October 1, 2004.

The Hotel Motel Occupancy Tax special fund was adjusted $ 15,000 for accounts payable invoices
not present for payments.

The District Attorey State Forfeiture special revenue fund was adjusted for accounts payable to
the District Attorney State Seizure’s fiduciary fund for $ (28,483).

Capital leases $ (126,553) was adjusted for the Headstart Program modular building $ (93,617)
and the County $ (32 936) additions to the telephone system.

The Texas Water Development Board Loan series 2004A was adjusted a net balance $(1,735)
$(2,651) for interest income and $ 916 for issuance cost amortized to record assets and liabilities
from governmental type activities to business type activities.

The total effect to governmental funds was an increase of $ 996,220 as of October 1, 2004.

Prior period adjustments was adjusted to the business type activities financial statements to reflect
the Water Utility Fund assets and Texas Water Development Board Loan series 2004A liabilities
reported as restatement of beginning enterprise fund balance and the beginning business type

activities net assets for 2004.
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Interest Income earned last year $ 2,651 was adjusted and the assets and liabilities for the Texas
Water Development Board Loan series 2004A reported from governmental activities to business

type activities.

. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FIANANCIAL STATEMENTS

A. Explanation of certain differences between the proprietary fund statement of net
assets and the government-wide statements of net assets

The proprietary fund statement of net assets include a reconciliation between net asset — total
enterprise fund and net assets of business-type activities as reported in the government-wide
statements of net assets. The description of the sole elements of that reconciliation is
“Adjustment to reflect the consolidation of internal service funds activities related to enterprise

funds.” The details of the $ 36,652 difference are as fellows:

Internal receivable representing charges in excess of cost to business-type

activities — prior years $ 29,438
Internal receivable representing charges in excess of cost to business-type

activities — current year 7,214
Net adjustment to increase net assets — total enterprise fund to arrive at net

assets — business-type activities $ 36,652

. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. EXCESS EXPENDITURES OVER APPROPRIATIONS

An excess of expenditures / expenses over appropriations were incurred for the following
governmental funds as of September 30, 2005:

Expenses /
Governmental Accounts Appropriations Expenditures Excesses

Special Revenue Funds

Election Services Contract Fund $ 164,661 164,661
Proprietary Funds:

internal Service Funds:

Webb County Employee Health

Benefits Fund 6,019,949 7,556,205 1,536,256

Webb County Worker’s

Compensation Fund 1,296,138 3,068,725 1,772,587

Total $ 7,316,087 $ 10,789,591 § 3,473,504
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The $ 164,661 excesses for the election services contract fund resulted from election fund having
no budget according to the State’s Election Code. The contractual revenues and fund balance

absorbed the excess expenditures.

The $ 1,536,256 excess is for Webb County Employees Health Benefits increase to major medical
and dental claims over the total original budget. The County commissioners approved a
$2,128,725 transfer from the Webb County Workers Compensation Fund and $222,389 from the
General Fund to absorb the excess expenses and tentative deficit fund balance before the

transfers.

The $ 1,772,587 excess for the Webb County Workers Compensation resulted from a transfer out
to the Webb County Health Benefits to cover the fund’s deficit. Revenues and the fund balance

absorbed the excess expenses.

B. DEFICIT FUND EQUITY

The Enterprise Fund - Webb County Water Utility had a deficit fund balance as of September 30,
2005:

The Enterprise Fund — Webb County Water Utility had an unreserved retained eaming fund
balance deficit of $ 36,414 which exists due to expenses exceeding revenues. The County
conducted a water and sewer rate study by the NADBank in order to meet the fund’s expenses,
debt service requirements and the Texas Water Development Board’s bond order covenants. The
commissioners’ court approved an $ 80,000 transfer from the General Fund for the current fiscal
year and 2006 in lieu of the rate increase due to the construction phase of the regional water and
wastewater plant. The construction phase is expected to end in 2006.

IV. DETAILED NOTES ON ALL FUNDS
A. CASH AND CASH EQUIVALENTS, INVESTMENTS, AND BANK OVERDRAFT

CASH - At September 30, 2005 the carrying amount of the County's deposits (including certificates
of deposits of $ 232,897 and $ 25,266 money market accounts in the fiduciary funds) was
$22,037,971 and the bank balance was $ 22,591,209. Of the bank amount, 100 percent was
insured or collateralized with securities held by the County's agent in the County's name.

The State of Texas Public Funds Investment Act limits the types of authorized investments that the
County may make. Legal collateral and investments are generally limited to direct obligations of
the United States of America or guaranteed by governmental entities or its agencies and
instrumentalities, certificate of deposit and repurchase agreements.
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CASH EQUIVALENTS - Cash equivalents represent deposits and short-term highly liquid
investments with a maturity of less than three months.

The County invests primarily in TexPool which is a public fund pool administered by the State
Comptroller of Public Accounts. There is a twenty-four hour fund availability of these funds;
therefore, the Texpool's investment of $ 38,547,567 is reported as cash equivalent. Texpool's net
assets value is .99985% of the County’s carrying value as of September 30, 2005. Accordingly,
the fair valve of the position in TexPool is the same as the value of TexPool shares.

As required by Technical Bulletin 94-1 Disclosures about Derivatives for indirect transactions such
as investment pool, Texpool held no derivative securities. Texpool's investment policy does not

allow for derivative investments.

MBIA Texas Cooperative Liquid Assets Securities System (Texas CLASS) is also a public fund
pool for the County permanent school fund. Texas CLASS establishes a trust so long as MBIA
Municipal Investors Services Corporation is the Program Administrator organized and existing
under the laws of State of Texas. The Board of Trustees shall conduct the Trustees activities,
execute all documents and sue or be sue under either of the under the foregoing names. There is
twenty-four hour fund availability of these funds; therefore, the Texas CLASS investment of

$ 5,498,035 is also reported as cash equivalent. MBIA's net asset value is 1.0% of the County’s
carrying value as of September 30, 2005. The fair valve of the position in Texas CLASS is the

same as the value of Texas CLASS shares.

Cash and investments are combined in the Financial Statements as follows:

Primary Government
Governmental Business-type Fiduciary
Financial Statements Activities Activities Funds

Cash on hand $ 11,777 150
Deposits 15,805,112 5,974,696
Money market accounts 25,266
Certificates of deposit 3,199,354
Texpool State Investment Pool 23,048,850 2,088,301 13,410,416
MBIA Investment Pool 5,498,035

Total Cash and Cash Equivalents $ 38,865,739 2,088,451 28,107,767
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Reconciliation of bank overdraft:

Negative
Pooled
Per Fund Type Cash
Internal Service Funds
BC/BS Group Health Insurance $ 29,170
Worker's Comp County Contribution 2,514
Total Bank Overdraft Balance $ 31,684

The Webb County Employees Health and the Webb County Workers Compensation Funds

bank account had a negative cash balance as of September 30, 2005.

1. Investments

The County’s investment policies are in accordance with the laws of the State of Texas. The
policies identify authorized investments and investment terms, collateral requirements and

safekeeping requirements for collateral.

The County demand deposits and bank certificates of deposits are fully covered by collateral held
in the County name by the County’s agent, the Federal Reserve Bank of Dallas. The County’s
collateral agreements require the market value of securities held by its agents to exceed the total
amount of cash and investments held by International Bank of Commerce (depository bank).

2. Interest Rate Risk

The County manages its exposure to declines in fair values by limiting the weighted average days

to maturity of its investment portfolio.

At year end, the County investment balances were as follows:

Weighted Average

Investment Type Fair Value Days to Maturity
Money market accounts $ 25,266 Less then 90
Certificates of deposits 232.897 Less then 90
Certificates of deposits 2,966,457 Less then 365
27 (1)
Texpool Investment Pool 38,547,567 52(2)
MBIA investment Pool 5,498,035 39

Total $ 47,270,222

2005 Comprehensive Annual Financial Report

-51-



Webb County, Texas
Notes to the Financial Statements
For the Fiscal Year Ended September 30, 2005

(1) This weighted average maturity calculation uses the SEC Rule 2A-7 definition for stated maturity for any floating rate instrument
held in the portfolio to determine the weighted maturity for the pool.

(2) This weighted average maturity calculation uses the final maturity of any floating rate instrument held in the portfolio to calculate
the weighted average maturity for pool.

3. Credit Risk

The County is authorized by statute and the investment policy to invest in obligations of, or
guaranteed by the United States Government this includes “pass-through” mortgage-backed
securities issued by such agencies or instrumentalities, with some exceptions listed in the
investment policy. Fund may be invested in fully collateralized repurchase agreements if the
repurchase agreement 1) has a defined termination date; 2) is secured by obligations described in
the Public Funds Investment Act; 3) require the securities being purchased by the County to be
pledged to the County, held in the County’s name, and deposited at the time the investment is
made with the County or with a third party selected and approved by the County.

4. Concentration of Credit

The County’s investment policy provides that the investment pools authorized by the Public Funds
Investment Act may constitute up to 100% of the portfolio. ~The County’'s policy limits the
investment in commercial paper such as government sponsored securities to 75% of the portfolio.
Authorized investment in repurchase agreements shall not constitute than 50% and certificates of
deposit shall not constitute more than 20% of the portfolio. The County and District Clerk seven
percent of certificates of deposits are mandates by the court orders.

5. Custodial Credit Risk

In accordance with state and County’s investment policy, County investments are insured or
registered, or securities held by the County or County’s agent name of the County.

B. RECEIVABLES

Accounts, billings, and taxes receivables and related allowances are as follows:

Governmental Business-type
Receivables Activities Activities

Tax Receivable - Delinquent 7,546,255
Billings Receivable 241,616
Accounts Receivable 518,302 1,281
Fines Receivable 2,314,426
Probation Fees Receivable 437,617
Notes Receivable 83,267
Accrued Interest Income 1,516

Total Receivables $ 10,896,383 § 242,897
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Governmental funds report deferred revenues in connection with receivables for revenues that are
not considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received, but not earned.
For the governmental statements, property taxes expected to be collected are reported as
deferred. At the end of the current fiscal year, the various components of deferred revenues and
unearned revenue reported in the governmental funds were as follows:

Unavailable Unearned
Properties taxes receivables — General Fund 6,729,338
Properties taxes receivables — Road and Bridge Fund 213,002
Properties taxes receivables — Debt Service Fund 1,160,461
Grant drawdown prior to meeting all eligibility requirements 1,186,076
Total $ 8,102,802 $ 1,186,076

C. CAPITAL ASSETS

Capital asset activity for the fiscal year ended September 30, 2005 was as follows:

Governmental activities:

Capital assets, not being depreciated:
Land and improvements

Infrastructure in progress

Construction In progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Infrastructure

Buildings

Furniture, fixtures, and equipment
Total capital assets, depreciated
Less accumulated depreciation for:
Infrastructure

Buiidings

Furniture, fixtures, and equipment
Total accumulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, net

$

$

Beginning Ending
Balance Balance
10/1/2004 Increases Decreases 9/30/2005
6,577,370 $ $ 6,577,370
19,746,139 13,207,532 1,008,520 31,945,151
3,288,777 903,214 2,555,488 1,636,502
29,612,285 14,110,746 3,564,008 40,159,024
51,902,378 1,089,487 52,991,866
69,620,659 3,715,938 73,336,597
25,609,960 1,577,218 367,475 26,819,703
147,132,997 6,382,644 367,475 153,148,165
(39,266,734) (663,365) (39,930,099)
(22,610,309) (1,895,069) (24,505,377)
(19,807,524) (1,953,709) 363,199 (21,398,034)
(81,684,567) (4,512,142) 363,199 (85,833,510)
65,448,430 1,870,501 4,276 67,314,656
95,060,716 15,081,248 $ 3,668,284 §$ 107,473,679
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Business-type activities:

Capital assets, not being depreciated:
Land and improvements

Infrastructure in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Infrastructure

Buildings

Furniture, fixtures, and equipment
Total capital assets, depreciated

Less accumulated depreciation for:
Infrastructure

Buildings

Furniture, fixtures, and equipment
Total accumulated depreciation

Total capital assets, being depreciated, net

Business-type activities capital assets, net

$

$

Webb County, Texas
Notes to the Financial Statements
For the Fiscal Year Ended September 30, 2005

Beginning Ending
Balance Balance
10/1/2004 Increases Decreases 9/30/2005

216,295 § $ $ 216,295
3,631,621 1,820,793 5,452,414
3,847,916 1,820,793 5,668,709
405,135 405,135
496,623 496,623
378,885 378,885
1,280,643 1,280,643
(30,749) (10,573) (41,322)
(79,152) (12,416) (91,568)
(353,429) (19,194) (372,623)
(463,330) (42,183) (505,513)
817,312 (42,183) 775,129
4,665,228 $ 1,778,610 $ $ 6,443,839

Depreciation expense was charged to functions / programs of the primary government as follows:

Governmental activities:
General Government
Public Safety

Justice System

Health and Human Service

Infrastructure and Environmental Services

Correction and Rehabilitation

Community and Economic Development

Capital assets held by the government's internal service funds are

charged to the various functions based on their usage of the assets

Total depreciation expense - governmental activities

Business-type activities:

Total depreciation expense - Business-type activities

$ 1,017,479
388,931
553,307
242,760

1,557,100
396,458
348,039

8,069

$ 4512142

42,183

$ 42,183
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D. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued liabilities in the governmental and business activities are as follows:

Governmental Business-type
Accounts Payable and Accrued Liabilities Activities Activities

Bank overdraft $ 31,684 §
Accounts payable 6,395,787 64,741
Accrued wages 2,131,349 20,910
Other liabilities 1,477,242 11,106
Restitution payable 85,157
Retainage payable 986,096 160,778
Customer deposits 892 41,991
Total Accounts Payable and Accrued Liabilites $ 11,108,210 $ 299,527

E. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The County has numerous transactions between funds that involve receipts and disbursements by
one fund for amounts of another fund. Those transactions that require one fund to reimburse
another are classified in the balance sheet of the various funds as due to or due from other funds,
as appropriate. Transactions that would be treated as revenues, expenditures, or expenses if they
involved organizations external to the County are accounted for as revenues, expenditures, or

expenses in the funds involved.

Individual interfund receivable and payable balances at September 30, 2005 were:

Interfund Interfund
Primary Government Receivables Payables
Primary Government
General Fund $ 3,286,263 $ 341,982
Head Start Program 206,332 63
Nonmajor Governmental Funds 3,448,075 2,312,802
Governmental Funds Subtotals 6,940,670 2,654,847
Proprietary Funds
Enterprise Fund 2,580,162 4,733,493
Internal Service Funds
Employee Health Benefits 2,397,465 2,333,108
Workers Compensation Reserve 2,196,849
Internal Service Funds Subtotals 2,397,465 4,529,957
Total $ 11,918,297 $ 11,918,297
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Transfers of financial resources among funds are recognized in all funds affected in the accounting
period in which the interfund receivable and payable arises. Interfund operating transfers are
legally authorized transfers from a fund to the fund through which the resources are to be
expended. During the fiscal year ended September 30, 2005, transfers were as follows:

Interfund transfers:
Transfers In:

Water
Nonmajor Utilities Internal
General Governmental Enterprise Service Fiduciary

Transfers Out: Fund Funds Funds Funds Funds Total
General Fund $ 447,487 80,000 222,389 749,876
Nonmajor Governmental :

Funds 612,000 3,589,454 4,201,454
Water Utility Enterprise

Funds
Internal Service Funds 790,000 2,128,725 150,000 3,068,725

Total $ 1,402,000 4,036,941 80,000 2,351,114 150,000 8,020,054

The general fund transferred out $ 222,389 to the Webb County Employees’ Health Benefit
internal service fund to cover the fund’s deficit. The County Commissioners’ Court also approved
the $2,128,725 transfer from the Worker's Compensation Reserve Fund to the Webb County
Employees’ Health Benefit internal service fund to cover the reminder fund’s deficit

F. LEASES

The County entered into contractual lease agreements for equipment, heavy equipment, vehicles,
and portable buildings for the General Fund, Road and Bridge Fund and the TJPC — Juvenile
Justice Alternative Education Program. The leases met the criteria of a capital lease, in which the
benefits and risks of ownership are essentially transferred to the lessee, the County. Upon
entering into these capital leases, the County records capital outlay and other financing sources for
governmental funds equal to the capitalization amounts of the equipment in the fund that accounts
for the acquiring governmental funds. The County records the asset and the related liability for the
enterprise fund.

The assets acquired through capital lease are as follows:

Governmental
Activities
Asset:
Buildings $ 82,905
Equipment 3,099,266
Less: Accumulated Depreciation (1,866,959)
Total $ 1,315,211
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Lease payments are reported in the Debt Service Fund for governmental funds as taxes that have
been levied for that specific purpose. The future minimum lease obligations and the net present
value of these minimum lease payments as of September 30, 2005, were as follows:

Governmental
Year Ending September 30 Activities
2006 $ 322,101
2007 89,597
2008 82,943
2009 62,979
2010 62,979
2011 -2013 141,261
Total minimum lease payments 698,881
Less: amount representing interest (85,647)
Present value of minimum lease payments $ 613,233

G. LONG-TERM DEBT

The following is a summary of long-term debt activity for the year ended September 30, 2005. The
Certificates of Obligations, Limited Tax Refunding and Combination Tax, Revenue Certificate of
Obligations, General Obligation Refunding, Limited Tax Refunding bonds, and LoanSTAR Loan
pertain to governmental funds. The governmental debt is retired from Debt Service Fund
revenues: primarily ad valorem taxes. The TWDB Water and Sewer DFUNDII Loan series 2000, a
portion of the Certificates of Obligation non-refunded, series 1999 and 2000, Limited Tax
Refunding Bonds, Series 2005 and TWDB EDAP Loan (series 2004 & series 2004A) are retired by
the Webb County Water Utility self-supporting fees.
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Long-term liabilities activity for the fiscal year ended Septenber 30, 2005, was as follow:

Governmental Activities:
Certificates of Obligations & Bmds
Certificates of Obligations, Series 1996

General Obligations Refunding Bonds, Series 1998

Certificates of Obligations, Series 1999
Certificates of Obligations, Series 2000
Certificates of Obligations, Series 2001

Limited Tax Improvement Bonds, Series 2002

Certificates of Obligations, Series 2002
Limited Tax RefundingBonds, Series 2002
Limited Tax RefundingBonds, Series 2003
Certificates Of Obligation, Series 2003
Limited Tax RefundingBonds, Series 2005

Bond premiums

Bond discounts

Less deferred amount on refundings

Total Certificates of Obligations
& Bonds
Loans
LoanSTAR Revolving Loan Program
Total Loans

Lease Purchases
Lease Purchases
Total Lease Purchases

Governmental activities longterm
liabilities

Business-type Activities:
Certificates of Obligations, Series 1999
Certificates of Obligations, Series 2000
Limited Tax RefundingBonds, Series 2005

Bond premiums

Less deferred amount on refunding

Total Certificates of Obligations
Loans

TWDB Water & Sewer DFUNDII, Series 2000

TWDB EDAP Loan, Series 2004
TWDB EDAP Loan, Series 2004A
Total Loans
Business-type Activity Long-term Liabilities

Amount
Due
Original Beginning Ending Within
Amount Balance Additions Reductions Balance One Year
7,500,000 180,000 85,000 95,000 95,000
8,020,000 7,610,000 70,000 7,540,000 75,000

13,664,700 11,541,20 9,145,287 2,395,963 553,980
5,995,000 5,599,047 4,168,522 1,430,525 153,820
7,000,000 6,690,000 115,000 6,575,000 130,000

11,300,000 10,510,00 415,000 10,095,000 425,000
4,300,000 3,770,000 150,000 3,620,000 155,000
6,275,000 5,570,000 1,005,000 4,565,000 1,055,000
6,335,000 6,280,000 270,000 6,010,000 425,000

10,000,000 9,620,000 9,620,000 60,000

12,716,562 12,716,562 34,944

80,389,700 67,370,271 12,716,562 15,423,809 64,663,050 3,162,744

145,454 776,633 53,438 868,649
(81,792) (6,560) (75,232)
(271,805) (703,825) (73,816) (901,814)

80,389,700 67,162,14 12,789,370 15,396,871 64,554,653 3,162,744
1,124,039 710,466 140,185 570,281 144,193
1,124,039 710,466 140,185 570,281 144,193
2,129,724 1,044,150 126,553 491,083 679,620 296,812
2,129,724 1,044,150 126,553 491,083 679,620 296,812

83,643,463 68,916,70 12,915,923 16,028,139 65,804,554 3,603,749
1,135,300 958,750 759,713 199,037 46,020
1,800,000 1,680,953 1,251,478 429,475 46,180

2,058,438 2,058,438 5,056
2,935,300 2,639,703 2,058,438 2,011,191 2,686,950 97,256
117,392 4271 113,121
(231,370) (8,419) (222,951)
2,935,300 2,639,703 1,944,460 2,007,044 2,577,119 97,256
1,958,000 1,930,000 30,000 1,900,000 40,000
1,102,000 1,102,000 10,000
588,000 588,000 10,000 578,000 10,000
2,546,000 3,620,000 40,000 3,580,000 60,000
5,481,300 6,259,703 1,944,460 2,047,044 6,157,119 157,256
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Description of Individual Bond Issues and Loans Outstanding
Summarized below are the County’s individual bond and loan issues which are outstanding at September 30,

2005.

PRIMARY GOVERNMENT:
Governmental Activities

Certificates of Obligations, Series 1996

General Obligation Refunding Bonds, Series 1998

Certificates of Obligations, Series 1999

Certificates of Obligations, Series 2000

Maximum
Amount Amount Interest Annual
Purpose of Issue Issued Qutstanding Rate Debt Service
7,500,000 95,000 7.30% 98,468
courthouse restoration; tand acquisition at 1100 Washington;
remodeling of building at
1100 Washington; air conditioning equipment for the jail;
juvenile detention facility; regional
sewer plant land acquisition and professional services; gas
depot and vehicle wash racks
at road and bridge department; 911 program engineering
services; IBM AS-400 upgrade for
county networking; costs incurred in connection with
issuance of the bonds
8,020,000 7,540,000  3.50%-4.45% 2,034,278
refund a portion of the County's currently outstanding
Certificates of Obligation, Series
1996; costs incurred in connection with issuance of the
bonds
13,664,700 2,395,965  5.00%-6.00% 715,416
a new County administration building; a new courtroom for the
406th District Court; a
chiller to serve County buildings; automobiles, trucks, and road
equipment; computer and
software equipment for County departments including Y2K
compliance; and elevated
storage tank in Rio Bravo; water transmission lines in the El
Cenizo area; water utility
equipment, including pumps and related equipment and
buildings and improvements for the
the County Water Utilities Department; vehicle maintenance
equipment for County garages;
and the payment of contractual obligations for professional
services in connection with the
above projects
5,995,000 1,860,000  4.55%-6.00% 707,595
completion of the new county administration building; purchase
7,084 square feet of land
adjoining the administration building; construction of
improvements to the Webb County Jail;
improvements to the computer network; purchase of 2000
Hawk fire apparatus; construction
of building modifications; road rehabilitation; right-of-way
acquisition; construction of a water
treatment plant, raw water delivery system, and raw water
storage tank; purchase of vehicles,
computers, laboratory equipment, backhoes, water and
wastewater pumps, generators, and
other equipment for water treatment plant and general county
operations; and the payment
of contractual obligations for professional services in
connection with the above projects
7,000,000 6,575,000  4.55%-5.73% 860,331

Certificates of Obligations, Series 2001

acquisition and renovation of the land and buildings for the
downtown Vilia Antigua project;

replacement or upgrade of the County's main computer system
and purchase of additional

computer equipment; acquisition of land and construction of
the County's morgue; expansion

or rehabilitation of existing County buildings; construction,
renovation, and improvements to

various County parks; right-of-way acquisition in the colonias
area; construction of an
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international bridge; purchase of computers, printers, copiers,
furniture, and vehicles for

various County departments; and the payment of contractual
obligations for professional

services in connection with such projects

Limited Tax Improvement Bonds, Series 2002

design, planning, acquisition, construction, capital outlay, and
equipping of juvenile detention

facility; and the payment of contractual obligations for
professional services in connection

with such project

Certificates of Obligations, Series 2002

design, planning, acquisition, construction, capital outlay, and
equipping of community

centers, other County buildings, improvements to the County
parks, construction of bridges,

acquisition of water supply and general equipment and other
projects; and paying the costs

of issuance thereof

Limited Tax Refunding Bonds, Series 2002

refund the outstanding obligations of the County listed on
Schedule 1 hereto (the "Refunded

Obligations") on February 15, 2003 on a current basis with a
delivery date for the Refunding

Bonds of November 21, 2002.

Limited Tax Refunding Bonds, Series 2003

LoanStar Loan

refund the outstanding obligations of the County on Schedule 1
hereto (the "Refunded
Obligations") on March 1, 2004.

Revenues are from the State Energy Conservation Office in the
form of a loan. Funds are to be
used for the energy conservation retrofit measures of the Law

Enforcement Center and the
Justice Center.

Certificates Of Obligations, Series 2003

for the design, planning, acquisition, construction, and
equipping of goif course improvements; purchase and
renovation of the site and building called "Tex-Mex" building
at 1202 Washington Street; sites for and construction of
jonization towers and monitoring station for rain
enhancement; construction, renovation, equipment, and
improvement to various County parks and community
centers; right-of-way acquisition and road improvements in
the colonias areas; construction of an international bridge;
acquisition of a secondary County water source; purchase
computers, copiers, fax machines, fumniture, vehicles, heavy
equipment and other equipment for the County courts, the
Sheriff's department, and other various

County departments; Casa Blanca Lake rehabilitation;
development of recreational facilities through interlocal
agreements with LISD, UISD, and City of Laredo;
development of the North Shiloh Community Center in
Precinct 3 of the County; land acquisition and developments
and/or rehabilitation of the recreational and community
centers in the Rio Bravo and El Cenizo areas of Southem
Webb County; improvements to County property used for
recreational purposed in the area known as "LIFE Downs";
and the payment of contractual obligations for professional
services in connection with such projects

Limited Tax Refunding Bonds, Series 2005

refund a portion of the County’s outstanding debt for
Certificates of Obligation, Series 1999 and Series 2000;
costs incurred in connection with issuance of the bonds

Total Governmental Activities

11,300,000 10,095,000
4,300,000 3,620,000
6,275,000 4,565,000
6,335,000 6,010,000
1,197,256 570,281

10,000,000 9,620,000

12,716,562 12,716,562

94,303,518 65,662,808

3.00%-4.80%

3.00%-5.03%

5.00%

2.50%-3.00%

4.04%

2.50%-5.00%

3.00%-5.00%

850,900

305,919

1,260,750

948,600

165,134

1,158,956

1,617,099
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Amount Amount Interest Annual
Purpose of Issue Issued Outstanding Rate Debt Service
Business-Type Activities
Certificates of Obligations, Series 1999 1,135,300 199,038  5.00%-6.00% 94,199
completion of the new county administration building; elevated
water tank; capital outlay;
and the payment of contractual obligations for professional
services in connection with the
above projects
Certificates of Obligations, Series 2000 1,800,000 429,475  4.55%-6.00% 231,518
financing the water supply portion of the Waterworks and
Sewer System Project and paying
the costs of issuance of the bonds
TWDB DFUND li Loan 1,958,000 1,900,000 5.59% 207,915
financing the water supply portion of the Waterworks and
Sewer System Project and paying
the costs of issuance of the bonds
TWDB EDAP Loan
Series 2004 1,102,000 1,102,000 2.75%-5.60% 104,408
design and construction of water treatment and distribution
and wastewater collection and treatment facilities to serve
the economically distressed areas of Webb County known
as the City of Rio Bravo and the City of El Cenizo
TWDB EDAP Loan
Series 2004A 588,000 578,000 3.33%-5.93% 55,696
design and construction of water treatment and distribution
and wastewater collection and treatment facilities to serve
the economically distressed areas of Webb County known
as the City of Rio Bravo and the City of El Cenizo
Limited Tax Refunding Bonds, Series 2005 2,058,438 2,058,438  3.00%-5.00% 314,750
refund a portion of the County's outstanding debt for
Certificates of Obligation, Series 1999 and Series 2000;
costs incurred in connection with issuance of the bonds
Total Business-Type Activities 8,641,738 6,266,951
Governmental Activities:
Fiscal Certificates of Obligations & Bonds LoanSTAR Contract Payable
Year Total for all Series Loan (Lease Obligation)
Principal Interest Total Principal Interest Total Principal Interest Total
2006 3,162,744 3,530,017 6,692,761 144,193 20,941 165,134 296,812 25,289 322,101
2007 3,359,930 3,378,402 6,738,332 150,107 15,027 165,134 71,475 18,122 89,597
2008 3,694,173 3,215,849 6,910,022 156,264 8,870 165,134 68,602 14,340 82,943
2009 4,052,415 3,037,143 7,089,558 121,389 2,460 123,849 51,753 11,226 62,979
2010 3,892,647 2,405,977 6,298,624 54,506 8,473 62,979
2011 4,243,356 2,019,426 6,262,781 57,411 5,568 62,979
2012 4,275,079 1,867,563 6,142,642 60,477 2,502 62,979
2013 4,478,477 1,681,640 6,160,117 15,176 127 15,303
2014 4,727,771 1,480,114 6,207,886
2015 5,042,817 1,261,433 6,304,250
2016 3,434,455 1,067,354 4,501,809
2017 3,595,608 904,386 4,499,994
2018 3,764,167 731,697 4,495,864
2019 3,946,858 548,900 4,495,758
2020 3,362,558 366,649 3,729,207
2021 2,485,000 221,690 2,706,690
2022 2,015,000 108,844 2,123,844
2023 1,130,000 28,956 1,158,956
2024
Total
Debt 64,663,064 27,856,041 92,619,095 571,953 47,298 619,251 676,212 85,647 761,860
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Business-Type Activities:

Fiscal
Year

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Total
Debt

Fiscal
Year

2008
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

2020
Total
Debt

Certificates of Obligations, TWDB EDAP Loan TWDB EDAP Loan
Total for all Series Series 2004 Series 2004A
Principal Interest Total Principal Interest Total Principal Interest Total
97,256 225,352 322,608 10,000 53,713 63,713 10,000 30,507 40,507
115,072 221,820 336,892 25,000 63,181 78,181 15,000 30,031 45,031
130,828 216,968 347,796 25,000 52,356 77,356 15,000 29,419 44,419
147,587 211,473 359,060 50,000 50,988 100,988 15,000 28,770 43,770
272,353 172,185 444,538 50,000 49,038 99,038 25,000 27,859 52,859
221,644 93,105 314,750 55,000 46,843 101,843 25,000 26,682 51,682
119,921 69,212 189,133 55,000 44,450 99,450 30,000 25,353 55,353
141,523 66,358 207,881 55,000 41,989 96,989 30,000 23,874 53,874
152,229 59,613 211,841 60,000 39,343 99,343 30,000 22,365 52,365
172,183 52,951 225,134 60,000 36,508 96,508 35,000 20,696 55,696
200,545 45,455 246,000 65,000 33,459 98,459 35,000 18,857 53,857
214,392 35,442 249,834 65,000 30,193 95,193 35,000 16,974 51,974
225,833 24,443 250,276 75,000 26,585 101,585 35,000 15,056 50,056
233,142 12,803 245,945 80,000 22,535 102,535 40,000 12,962 52,962
242,442 6,061 248,503 85,000 18,161 103,161 40,000 10,690 50,690
91,000 13,408 104,408 40,000 8,388 48,388
96,000 8,264 104,264 41,000 6,037 47,037
100,000 2,800 102,800 41,000 3,637 44,637
41,000 1,216 42,216
2,686,951 1,513,240 4,200,191 1,102,000 623,811 1,725,811 578,000 359,375 937,375
TWDB
DFUNDII Loan
Principal Interest Total
40,000 104,410 144,410
50,000 102,203 152,203
70,000 99,198 169,198
90,000 95,113 185,113
100,000 90,170 190,170
110,000 84,603 194,603
120,000 78,390 198,390
130,000 71,545 201,545
140,000 64,085 204,085
150,000 56,000 206,000
160,000 47,280 207,280
170,000 37,915 207,915
180,000 27,895 207,895
190,000 17,210 207,210
200,000 5,850 205,850
1,900,000 981,867 2,881,867
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Governmental Activities:

Fiscal Certificates of Obligations, General Obligation Refunding Certificates of Obligations,
Year Series 1996 Bonds, Series 1998 Series 1998

Principal Interest Total Principal Interest Total Principal Interest Total
2006 95,000 3,468 98,468 75,000 323,728 398,728 553,980 579,974 1,133,954
2007 175,000 318,478 493,478 586,296 545,766 1,132,062
2008 185,000 310,918 495,918 613,995 509,757 1,123,752
2009 190,000 303,043 493,043 641,694 472,488 1,114,182
2010 905,000 280,048 1,185,048
2011 945,000 241,198 1,186,198
2012 985,000 200,421 1,185,421
2013 1,025,000 157,453 1,182,453
2014 1,065,000 111,985 1,176,985
2015 1,990,000 44,278 2,034,278
Total 95,000 3,468 98,468 7,540,000 2,291,550 9,831,550 2,395,965 2,107,985 4,503,950
Fiscal Certificates of Obligations, Certificates of Obligations, Limited Tax Improvement Bonds,
Year Series 2000 Series 2001 Series 2002

Principal Interest Total Principal Interest Total Principal Interest Total
2006 153,820 295,417 449,237 130,000 314,115 444,115 425,000 421,788 846,788
2007 203,812 286,515 490,327 135,000 304,840 439,840 440,000 406,650 846,650
2008 246,112 275,267 521,379 160,000 294,515 454,515 460,000 390,900 850,900
2009 296,104 261,563 557,667 180,000 282,615 462,615 475,000 374,538 849,538
2010 530,679 240,480 771,159 215,000 272,015 487,015 490,000 357,405 847,405
2011 230,000 263,058 493,058 510,000 339,023 849,023
2012 615,000 245,331 860,331 530,000 319,390 849,390
2013 570,000 219,865 789,865 550,000 298,320 848,320
2014 575,000 194,674 769,674 575,000 275,461 850,461
2015 ' 440,000 171,870 611,870 600,000 250,851 850,851
2016 495,000 150,351 645,351 625,000 224,429 849,429
2017 510,000 126,730 636,730 650,000 196,133 846,133
2018 535,000 101,644 636,644 685,000 165,753 850,753
‘2019 580,000 74,460 654,460 715,000 133,374 848,374
2020 585,000 45,375 640,375 750,000 98,750 848,750
2021 610,000 15,250 625,250 785,000 61,125 846,125
2022 830,000 20,750 850,750
Total 1,430,527 1,359,242 2,789,769 6,575,000 3,076,708 9,651,708 10,095,000 4,334,640 14,429,640
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Fiscal Certificates of Obligations, Limited Tax Refunding Bonds, Limited Tax Refunding Bonds,
Year Series 2002 Series 2002 Series 2003

Principal Interest Total Principal Interest Total Principal Interest Total
2006 155,000 150,725 305,725 1,055,000 201,875 1,256,875 425,000 203,350 628,350
2007 160,000 145,213 305,213 1,110,000 147,750 1,257,750 425,000 192,725 617,725
2008 165,000 139,525 304,525 1,170,000 90,750 1,260,750 435,000 180,888 615,888
2009 170,000 133,663 303,663 1,230,000 30,750 1,260,750 450,000 167,613 617,613
2010 175,000 127,538 302,638 790,000 147,531 937,531
2011 185,000 120,919 305,919 820,000 119,338 939,338
2012 190,000 113,840 303,840 850,000 88,538 938,538
2013 195,000 106,330 301,330 885,000 54,900 939,900
2014 205,000 98,202 303,202 930,000 18,600 948,600
2015 215,000 89,405 304,405
2016 225,000 79,914 304,914
2017 235,000 69,7056 304,705
2018 245,000 58,783 303,783
2019 255,000 47,219 302,219
2020 270,000 34,810 304,810
2021 280,000 21,540 301,540
2022 295,000 7375 302,375
Total 3,620,000 1,544,706 5,164,706 4,565,000 471,125 5,036,125 6,010,000 1,173,483 7,183,483
Fiscal Certificates of Obligations, Limited Tax Refunding Bonds, LoanSTAR
Year Series 2003 Series 2005 Loan

Principal Interest Total Principal Interest Total Principal Interest Total
2006 60,000 424,035 484,035 34,044 611,542 646,486 144,193 20,941 165,134
2007 90,000 422,104 512,104 34,822 608,361 643,183 150,107 15,027 165,134
2008 220,000 417,760 637,760 39,066 605,569 644,635 156,264 8,870 165,134
2009 385,000 408,341 793,341 34,617 602,529 637,146 121,389 2,460 123,849
2010 130,000 399,810 529,810 656,968 581,150 1,238,118
2011 260,000 392,595 652,595 1,293,356 543,295 1,836,650
2012 210,000 383,455 593,455 895,079 516,588 1,411,667
2013 250,000 374,255 624,255 1,003,477 470,517 1,473,994
2014 310,000 363,055 673,055 1,067,771 418,137 1,485,909
2015 625,000 344,355 969,355 1,172,817 360,674 1,633,491
2016 780,000 315,865 1,095,865 1,309,455 296,795 1,606,250
2017 815,000 282,760 1,097,760 1,385,608 229,058 1,614,666
2018 840,000 247,585 1,087,585 1,459,167 157,932 1,617,099
2019 875,000 210,275 1,085,275 1,521,858 83,572 1,605,430
2020 940,000 167,525 1,107,525 807,558 20,189 827,747
2021 810,000 123,776 933,775
2022 890,000 80,719 970,719
2023 1,130,000 28,956 1,158,956
Total 9,620,000 5,387,225 15,007,225 12,716,562 6,105,909 18,822,471 571,953 47,298 619,251

2005 Comprehensive Annual Financial Report
-64 -



Webb County, Texas
Notes to the Financial Statements
For the Fiscal Year Ended September 30, 2005

Fiscal Summary Certificates of Obligations,
Year All Series

Principal Interest Total
2006 97,256 225,352 322,608
2007 115,072 221,820 336,892
2008 130,828 216,968 347,796
2009 147,587 211,473 359,060
2010 272,353 172,185 444,538
2011 221,644 93,106 314,750
2012 119,921 69,212 189,133
2013 141,523 66,358 207,881
2014 162,229 59,613 211,841
2015 172,183 52,951 225,134
2016 200,545 45,455 246,000
2017 214,392 35,442 249,834
2018 225,833 24,443 250,276
2019 233,142 12,803 245,945
2020 242,442 6,061 248,503
2021 - - -
2022 - - -
Total 2,686,951 1,513,240 4,200,191

Business-Type Activities:

Fiscal Certificates of Obligations, Certificates of Obligations, TWDB EDAP Loan
Year Series 1999 Series 2000 Series 2004
Principal Interest Total Principal Interest Total Principal Interest Total

2006 46,020 48,179 94,199 46,180 88,690 134,870 10,000 53,713 63,713
2007 48,705 45,338 94,043 61,189 86,018 147,207 25,000 53,181 78,181
2008 51,006 42,346 93,352 73,888 82,641 156,529 25,000 52,356 77,356
2009 53,307 39,250 92,557 88,897 78,527 167,424 50,000 50,988 100,988
2010 159,321 72,197 231,518 50,000 49,038 99,038
2011 55,000 46,843 101,843
2012 55,000 44,450 99,450
2013 55,000 41,989 96,989
2014 60,000 39,343 99,343
2015 60,000 36,508 96,508
2016 65,000 33,459 98,459
2017 65,000 30,193 95,193
2018 75,000 26,585 101,585
2019 80,000 22,535 102,535
2020 85,000 18,161 103,161
2021 91,000 13,408 104,408
2022 96,000 8,264 104,264
2023 100,000 2,800 102,800
Total 199,038 175,113 374,151 429,475 408,073 837,548 1,102,000 623,811 1,725,811
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Fiscal TWDB EDAP Loan Limited Tax Refunding Bonds, TWDB
Year Series 2004A Series 2005 DFUNDII Loan

Principal Interest Total Principal Interest Total Principal Interest Total
2006 10,000 30,507 40,507 5,056 88,483 93,539 40,000 104,410 144,410
2007 15,000 30,031 45,031 5,178 90,464 95,642 50,000 102,203 152,203
2008 15,000 29,419 44,419 5,934 91,981 97,915 70,000 99,198 169,198
2009 15,000 28,770 43,770 5,383 93,696 99,079 90,000 - 95,113 185,113
2010 25,000 27,859 52,859 113,032 99,988 213,020 100,000 90,170 190,170
2011 25,000 26,682 51,682 221,644 93,106 314,750 110,000 84,603 194,603
2012 30,000 25,353 55,353 119,921 69,212 189,133 120,000 78,390 198,390
2013 30,000 23,874 53,874 141,523 66,358 207,881 130,000 71,545 201,545
2014 30,000 22,365 52,365 152,229 59,613 211,841 140,000 64,085 204,085
2015 35,000 20,696 55,696 172,183 52,951 225,134 150,000 56,000 206,000
2016 35,000 18,857 53,857 200,545 45,455 246,000 160,000 47,280 207,280
2017 35,000 16,974 51,974 214,392 35,442 249,834 170,000 37,915 207,915
2018 35,000 15,056 50,056 225,833 24,443 250,276 180,000 27,895 207,895
2019 40,000 12,962 52,962 233,142 12,803 245,945 190,000 17,210 207,210
2020 40,000 10,690 50,690 242,442 6,061 248,503 200,000 5,850 205,850
2021 40,000 8,388 48,388
2022 41,000 6,037 47,037
2023 41,000 3,637 44,637
2024 41,000 1,216 42,216
Total 578,000 359,375 937,375 2,058,438 930,054 2,988,492 1,900,000 981,867 2,881,867
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H. REFUNDING

The County issued $ 14,775,000 in limited tax refunding bonds; series 2005 to provide resources
to purchase State and local government securities that were places in an irrevocable trust for the
purpose of generating resources for all future debt service payments of $ 9,335,000 Certificates of
Obligations, Series 1999 and $ 5,270,000 Certificates of Obligations, Series 2000, the refunded
bonds. As a result the refunded bonds are considered defeased and the liability has been
removed from the governmental and business type activities column of the statement of net assets.
The advance refunding resulted in a difference between the reacquisition price and the net carrying
amount of the old debt of $ 935,195. This difference, reported in the accompanying financial
statements as deduction from bonds payable, is being charged to operations through the year
2020 using the effective interest method. The County completed the advance refunding to reduce
its total debt service payments over the next fifteen years by $ 711,657 and to obtain an economic
gain (difference between the present values of the old and new debt service payments) of

$528,029.
. BONDS DEFEASED - PRIOR YEARS DEFEASANCE OF DEBT

During 1998, the County defeased $ 7,030,000 of its Certificates of Obligation, Series 1996 by
issuing $ 8,020,000 General Obligation Refunding Bonds and placing the proceeds of the newly
issued bonds in an irrevocable escrow fund to provide for all future debt service payments on the
old bonds. The defeased bonds are scheduled to mature February 1, 2007 through
February 1, 2015. Accordingly, the escrow fund assets and liabilities for the defeased bonds are
not included in the financial statements. As of September 30, 2005, the amount of Certificates of
Obligation Series 1996 that are outstanding but considered defeased is $ 7,030,000. The
scheduled bond payment for February 1, 2007 is $ 100,000.

J. CONDUIT DEBT

Certificates of Participation, Series 1997

The PBCF Webb Texas, Inc. (Lessor) is a Texas Corporation organized and existing under the
laws of the State of Texas. The Lessor by proper corporate action duly authorized the execution
and delivery of and the due performance of lease purchase agreement with Webb County, Texas

(“Lessee”).

The sale of July 15, 1997 $1,530,000 Certificates of Participation, Series 1997 (the “1997
Certificates”) evidencing interests of the owners thereof in certain obligations of Webb County,
Texas due under its lease purchase agreement with PBCF Webb Texas, Inc. The 1997 Certificates
represent proportionate interests in the basis rent payable by Webb County, Texas.
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The project consist of approximately .95-acre tract, and approximately 15,000 square feet
Restitution/Court Residential Treatment facility, including sleeping quarters, laundry facilities,
dining facilities, kitchen, educational classrooms, administrative space, parking areas and

recreational areas.

The outstanding balance of the 1997 Certificates is $ 1,335,000 as of September 30, 2005.

Neither the lease, the County’s obligation to pay basic rent nor the 1997 certificates are general
obligations of the County. The County’s obligation to make basic rent payments and any other
obligation of the County under the lease are subject to and dependent upon yearly appropriations
being made by the County for such purpose. However, the County is not legally required to
appropriate or otherwise provide monies for this purpose.

The Webb County Court Residential Treatment Center program was not funded by the State of
Texas beyond August 31, 2003. This program was being housed in the facilities described above,
and its funding included an amount that was used by the County to make rent payments to the
PBCF, which in turn used the funds to make the debt payments on the Certificates of Participation,
Series 1997 described above. Upon termination of State funding, the Court Residential Treatment
Center ceased to operate. Consequently, the County authorized appropriations in the 2004-2005
annual’s budget to provide for the rent payments for that fiscal year.

Certificates of Participation, Series 1997A (Sale During Fiscal Year and Defeasance Date of
Record December 28, 1998)

The Webb County Correctional Center Public Facility Corporation is a newly-formed nonprofit
corporation created by the County in accordance with Article 717s, Vernon's Texas Civil Statutes,
as amended (“Article 717s™) for the purpose of assisting the County with the financing, refinancing,

or providing for public facilities for the County.

The Webb County Correctional Center Public Facility Corporation has the broadest possible
powers to finance the acquisition of county obligations issued or incurred in accordance with the
existing law, and to provide for the acquisition, construction, rehabilitation, renovation, repair,
equipping, furnishing, and placement in service of public facilities of the County under Article 717s.
All powers of the Corporation are vested in a Board of Directors, each of who is a member of the

Commissioners Court.

The sale of the October 1, 1997 $ 22,470,000 Certificates of Participation Series 1997A (the
“1997A Certificates”), evidencing proportionate interests of the owners thereof in a Lease
Agreement with option to purchase with Webb County, Texas as Lessee. The Lessor will transfer
its rights and interest in, and duties and obligations regarding the project including the title to the
real property portion of the project to the Corporation, subject to the mortgage and assignments
made to the Trustee for the benefit of the Certificate owners. The outstanding balance of the
1997A Certificates is $ 19,500,000 as of September 30, 2005.
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The new Webb County Correctional Center consists of 98,000 square feet which will include a 500-
bed multi-classification detention center with all necessary ancillary spaces, including education
building, guard towers, segregated recreation yard, kitchen, program space medical facilities,
wastewater treatment plant and associated utilities. There will be 150 single cells, 96 double cells,
19 eight-bed dormitories and 1 six-bed dormitory.

On December 29, 1998 a closing memorandum by bond counsel and the revised purchase
structure for request for Repurchase Agreement and Defeasance Escrow CCA PRT broker, the
County entered into an incarceration agreement with CCA PRT. This transaction provides for the
defeasance of the Webb County Correctional Public Facility Corporation $ 22,470,000 1997A
Certificates. The Verification Agent of record provided a Defeasance Verification Report for the
mathematical accuracy on the transaction. The transfer of ownership will occur in October 1, 2007
to CCA PRT, the purchaser. In the meantime, the County will have entered into a sublease
agreement with CCA PRT providing incarceration agreements for County inmates.

V. OTHER INFORMATION

A. PROPERTY TAXES

Property subject to taxation is real property and certain personal property situated in the County.
The County's property tax is levied and becomes collectible on October 1, based on values
assessed by the Webb County Appraisal District as of the preceding January 1, whichis the date a

tax lien is attached to the property.

Such taxes become delinquent on February 1 after the levy date. Discounts of 3%, 2%, and 1%
are offered on payments of current taxes made by the last day of October, November and

December, respectively.

Interest and penalties of 7% plus 2% a month are added for payments received in February,
March, April, May, and June. The assessed valuation of taxable property for year 2004 was
$ 8,718,453,508 representing 100% of appraised value.

The County grants exemptions authorized by state law for disabled veterans, and homestead
productivity of open space land. Therefore, the taxable values to which the tax rates are applied
are less than the 100% valuation. The taxable values for year 2004, and designation of tax rates

are as follows for fiscal 2005:

Tax Rate
Per $100
of Taxable
Taxable Value Value
General Fund: $ 8,718,453,508 0.363886
Special Revenue Fund: Road and
Bridge Maintenance $ 8,718,227,472 0.005942
Debt Service Fund: $ 8,718,453,508 0.068095
Total Tax Rate 0.437923
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Taxes receivable are reduced by an allowance for estimated uncollectible taxes. Revenues from
property taxes are recognized in the current year to the extent they are available to finance current

year expenditures.

The County is permitted to levy taxes up to $.80 per $100 of assessed valuation for general
governmental services including the payment of principal and interest on general obligation long-
term debt and an additional $.15 per $100 of assessed valuation for maintenance of public roads

and bridges.

The County thus has legal margins of $.369895 and $.142182 respectively, per $100 valuation and
could levy approximately $ 30,891,897 and $ 12,158,643 in additional taxes for those purposes
before that exceeds the tax rate calculated in accordance with the Texas Property Tax Code by
more than 3% without holding a public hearing. The Property Tax Code subjects an increase in
the effective tax rate to a referendum election when the increase in the effective tax rate is 8% or

more of the previous year's effective tax rate.

Because of limitations imposed by state law, cases in which accumulated taxes exceed property
value and other problems in tax collection, allowances have been provided for uncollectible

accounts.

B. DEBTLIMIT

The County is subject to certain statutes of the Texas Constitution that limit the amount of net
bonded debt (exclusive of revenue bonds). The County may have outstanding up to 25 percent of
the assessed value of real property.

At September 30, 2005, the statutory limit of the County was approximately $ 2,244,316,111
providing a legal debt margin of $ 2,179,709,021.

C. COMPENSATED ABSENCES

Accumulated compensatory leave, vacation and sick leave expected to be liquidated with
expendable available financial resources are reported as expenditures during the fiscal yearin the
respective governmental funds. The governmental funds recognized a liability at year-end only if
the compensated absences mature (when due). Accumulated compensated absences not
expected to be liquidated with expendable available resources are reported as long-term liabilities
in the governmental activities column of the government-wide Statement of Activities. The majority
of these have typically been liquidated from the General Fund in previous years. Accumulated
compensated absences of Proprietary Funds are recorded as an expense and liability in the
respective fund and the business-type column of the government-wide Statement of Activities as

the benefit accrues for the employee.
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Employees accrue 12 days of sick leave per year. Sick leave taken is recognized as expenditures
as used by employees. There is no ceiling for employees to accumulate sick leave. Upon
separation or termination, unused sick leave is not paid. Employees earmned from twelve to twenty-
one vacation days per year, depending on years of service. The County policy provide for a
maximum paid out of twenty-two days upon the employee’s resignations or retirements

Non-exempt employees earn compensatory time at one and one-half times their rate of pay times
the excess of 40 hours per week worked. The compensatory time balance for non-exempt
employees may not exceed 240 hours for non-law enforcement and 480 for law enforcement.
Hours in excess of maximum must be paid to the non-exempt employee at the rate of one and
one-half times the regular rate. Upon termination, non-exempt employees will be paid for
compensatory time at their wage rate at time of termination.

Balance Balance
Outstanding Outstanding Amount
October 1, Taken/ September 30, Due Within
2004 Earned Paid 2005 One Year

Governmental Activities 2,082,507 1,751,628 1,720,339 2,113,796 1,104,860
Business-type Activities 42,031 18,382 19,716 40,697 14,473
Total Primary
Government 2,124,538 1,770,010 1,740,055 2,154,493 1,119,333

D. RETIREMENT PLAN

1. PLAN DESCRIPTION

The County provides retirement, disability, and death benefits for all of its full-time employees
through a nontraditional defined benefit pension plan in the statewide Texas County and District
Retirement System (TCDRS). The Board of Trustees of TCDRS is responsible for the
administration of the statewide agent multiple-employer public employee retirement system
consisting of 559 nontraditional defined benefit pension plans. TCDRS in the aggregate issues a
comprehensive annual financial report (CAFR) on a calendar year basis. The CAFR is available
upon written request from the TCDRS Board of Trustees at P. O. Box 2034, Austin, Texas 78768.

The plan provisions are adopted by the governing body of the employer, within the options available
in the Texas state statutes governing TCDRS (TCDRS Act). Members can retire at ages 60 and
above with 8 or more years of service, with 20 years of service regardiess of age, or when the sum

of their age and years of service equals 75 or more.
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Members are vested after 8 years of service but must leave their accumulated contributions in the
plan to receive any employer-financed benefit. Members who withdraw their personal contributions
in a lump sum are not entitled to any amounts contributed by their employer.

Benefit amounts are determined by the sum of the employee’s contribution to the plan, with interest
and employer -financed monetary credits. The level of these monetary credits is adopted by the
governing body of the employer within the actuarial constraints imposed by the TCDRS Act so that
the resulting benefits can be expected to be adequately financed by the employer's commitment to
contribute. At retirement, death, or disability, the benefit is calculated by converting the sum of the
employees’ accumulated contributions and the employer-financed monetary credits to a monthly
annuity using annuity purchase rates prescribed by the TCDRS Act.

2. FUNDING POLICY

The employer has elected the annually determined contribution rate (ADCR) plan provisions of the
TCDRS Act. The plan is funded by monthly contributions from both employee members and the
employer based on the covered payroll of employee members. Under the TCDRS Act, the

contribution rate of the employer is actuarially determined annually.

The employer contributed using the actuarially determined rate of 7.49% for the months of the
accounting year in 2004, and 7.07% for the months of the accounting year in 2005.

The contribution rate payable by the employee members for calendar year 2004 is the rate of 6% as
adopted by the governing body of the employer. The employee contribution rate and the employer
contribution rate may be changed by the governing body of the employer within the options
available in the TCDRS Act.

3. ANNUAL PENSION COST

For the 2005 fiscal year, the County’s annual pension cost was equal to the County’s required
contributions. The employers are required to contribute at an actuarially determined rate; the

current required contribution is $ 3,018,999.

The annual required contributions were actuarially determined as a percent of the covered payroll of
the participating employees, and were in compliance with the Governmental Accounting Standards
Board Statement Number 27 “Accounting for Pension by State and Local Governmental Employers”
parameters based on the actuarial valuations as of December 31, 2002 and December 31, 2003,
the basis for determining the contribution rates for calendar years 2003 and 2004. The December
31, 2004 actuarial valuation is the most recent valuation.
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Actuarial Valuation Methods and Assumptions

Amortization Method

percentage of
payroll, opened

percentage of
payroll, opened

Actuarial
Valuation
Date 12/31/2002 12/31/2003 12/31/2004
Actuarial Cost Method entry age entry age entry age
level level level

percentage of
payroll, opened

Asset Valuation Method

with adjustment

with adjustment

Amortization Period in Years 20.0 20.0 20.0
long-texrm long-term long-term
appreciation appreciation appreciation

with adjustment

Actuarial Assumptions:

Investment Return (1) 8.00% 8.00% 8.00%
Projected Salary Increases (1) 5.5% 5.5% 5.5%
Inflation 3.5% 3.5% 3.5%
Cost-0Of-Living Adjustments 0.0% 0.0% 0.0%
(1) Includes inflation at the stated rate
Trend Information
Accounting Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed | Obligation
2002 2,827,957 100% - 0 -
2003 3,015,154 100% - 0 -
2004 3,018,999 100% - 0 -
Schedule Funding Progress
(a) (b} (b-a) (a/b) (c) ((b-a)/c)
UAAL as a
Actuarial Actuarial Actuarial Unfunded Annual Percentage
Valuation value of Accrued ABL Funded Covered of Covered
Date Assets Liability (UALL) Ratio Payroll (1) Payroll
(AAL)
2002 53,575,361 59,754,3%4 6,179,033 89.66% 35,507,037 17.40%
2003 61,170,816 65,788,256 4,617,441 92.98% 38,726,678 11.92%
2004 67,619,064 72,608,411 4,989,347 93.13% 40,618,825 12.28%
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4. TRANSITION DISCLOSURE

It was determined in accordance with GASB Statement No. 27 that the pension liability was zero at
transition to that statement effective at the beginning of the accounting year, because all actuarially
required contributions for the accounting years beginning in 1987 up to the beginning of this
accounting year have been paid.

There was no previously reported pension liability before the transition. Therefore, the difference
between the pension liability at transition and the previously reported pension liability is zero.

E. DEFERRED COMPENSATION

In accordance with Internal Revenue Code (IRC) Section 457, the County offers all employees a
deferred compensation plan. Under this plan, employees are permitted to defer a portion of their
current salary until future years. The deferred compensation is not available to employees until
termination, retirement, death or unforeseeable emergency. Public Employees Benefit Services

Corporation (PEBSCO) administers the plan.

During the fiscal year ended September 30, 1998, the County exercised its option and transferred
the assets of the deferred compensation plan created under Internal Revenue Code Section 457 to
a trust held for the exclusive benefit of the participating employees and not accessible by the
County or its creditors. For this reason and as required by Government Accounting Standard Board
(GASB) Statement number 32, “Deferred Compensation Plans Under Internal Revenue Code
Section 457", the County is not including the activity related to the deferred compensation plan in its

financial statements.

The implementation of GASB Statement 32 did not have an effect on the financial statements of the
County, which would require an adjustment to the equity section of the County in order to comply

with Generally Accepted Accounting Principles.

F. RISKMANAGEMENT

The County is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omission; injuries to employees; and natural disasters. The County
established a department within the General Fund to account for property / casualty and liability
insurance premium reserves and uninsured risks of loss up to $50,000 per occurrence. In 1992, a
Workers’ Compensation Fund was created to finance worker's compensation claims for uninsured
losses up to $100,000 per employee claim, this enabled the County to account for and record

losses and maintain reserves for on-the-job employee injuries.

In addition, the County continues to maintain an Employees' Health Benefits Fund for uninsured
risk of loss for health insurance coverage for employees up to $50,000 per employee per year.
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The Court set the rates for the County’s funding plan levels, contributions and employees
deductions. All funds with personnel cost participate in both the employees’ health benefits and

workers’ compensation funds.

There was no significant reduction in insurance coverage from coverage in the prior year by
category. The County purchases commercial insurance for claims in excess of coverage provided
by each Fund and for all other risks of loss. Settled claims resulting from general liability exposure
have not exceeded this commercial coverage in any of the past ten fiscal years. As of September
30, 2005 the claims liability of $ 903,808 and $ 95,920 are reported in the internal service funds.
Changes in the respective funds claims liability amount for 1996 through 2005 fiscal years were:

Webb County Employees’ Health Benefits Fund

Claims Balance
Beginning and at
of Fiscal Changes Fiscal
Fiscal Year In Claims Year
Year Liability Estimates Payments End

1996 569,189 1,652,880 (1,912,643) 309,426
1997 309,426 3,612,896 (3,575,115) 347,207
1998 347,207 3,693,971 (3,643,327) 397,851
1999 397,851 3,645,681 (3,712,874) 330,658
2000 330,658 4,073,510 (4,042,243) 361,925
2001 361,925 3,903,435 (3,914,680) 350,680
2002 350,680 3,986,143 (3,815,008) 521,815
2003 521,815 4,972,824 (5,081,217) 413,422
2004 413,422 6,265,616 (6,169,408) 509,630
2005 509,630 6,898,030 (6,503,852) 903,808

Webb County Workers’ Compensation Reserve Fund

Claims Balance
Beginning and at
of Fiscal Changes Fiscal
Fiscal Year In Claims Year
Year Liability Estimates Payments End
1996 82,611 721,747 (291,099) 513,259
1997 513,259 488,936 (488,936) 513,259
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1998 418,496 208,678 (138,360) 488,814
1999 488,814  (268,981)  (202,854) 16,979
2000 16,979 612,703 (573,828) 55,854
2001 55,854 750,234 (737,226) 68,862
2002 68,962 646,605 (601,534) 114,123
2003 114,023 234,081 (316,298) 31,806
2004 31,806 1,021,409  (981,155) 72,060
2005 72,060 190,984 (263,472) 95,920

The Long-term risk liability is based on the requirements of Governmental Accounting Standards
Board Statement No. 30, which require that a liability be reported if information prior to the
issuance of the financial statements indicate that it is probable that a liability has been incurred at
the date of the financial statements and that the amount of the loss can be reasonably estimated.
Changes in the respective funds reserve amount in the fiscal year were as follows:

Webb County Employees’ Health Benefits Fund

Claims

Beginning and

of Fiscal Changes Balance
Fiscal Year In Claims at Fiscal
Year Liability Estimates Payments Year End
1997 -0- 510,540 -0- 510,540
1998 510,540 82,870 -0- 593,410
1999 593,410 22,282 -0- 615,692
2000 615,692 -0- -0- 615,692
2001 615,692 -0- -0- 615,692
2002 615,692 -0- -0- 615,692
2003 615,692 -0- -0- 615,692
2004 615,692 -0- -0- 615,692
2005 615,692 -0- -0- 615,692
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Webb County Workers’ Compensation Reserve Fund

Claims

Beginning and

of Fiscal Changes Balance
Fiscal Year In Claims at Fiscal
Year Liability Estimates Payments Year End
1997 -0- 183,176 -0- 183,176
1998 183,176 (25,677) -0- 157,499
1999 157,499 59,661 -0- 217,160
2000 217,160 254,049 -0- 471,209
2001 471,209 258,272 -0- 729,481
2002 729,481 15,409 -0- 744,890
2003 744,890 (158,358) -0- 586,532
2004 586,532 455,442 -0- 1,041,974
2005 1,041,974 (360,302) 681,672

In addition to the mentioned claims and judgments liabilities, if the County would cancel its health
insurance policy it would be liable an estimated $ 923,895. This amount includes $ -0- in
administration fees and $ 923,895 in runoff medical, prescriptions and dental claims. This event is
not considered probable; and therefore, is not accrued in the Employees Health Benefits Internal

Service Fund.
G. COMMITMENTS AND CONTINGENCIES

The County has several purchase commitments outstanding at September 30, 2005. These
commitments are as follows:

General Fund $ 22,473
Special Revenue Funds 21,937
Capital Projects Funds _-0-

Total $ 44,410
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The County is subject to various litigation and claims (some of which are for substantial amounts)
arising out of the course of its operations. The County Attorney and independent counsel assisting
with several cases have reviewed the cases to arrive at estimates of the range of potential loss, if
any, to the County. Loss contingencies considered probable were immaterial and required no

accrual.

The County is the recipient of federal and state financial assistance and is subject to various laws
and regulations governing the use of this funding. If the grantor agencies determine such
programs were not operated in accordance with the related laws and regulations the County could
" be required to refund assistance received for such ineligible expenditures. The amount, if any, of
expenditures which may be disallowed by the grantors cannot be determined at this time, although

the County expects such amount, if any, to be immaterial.

While the results of lawsuits or other proceedings cannot be predicted with certainty, the
administration does not believe these matters will have a material adverse effect on the County's

financial position.

There is not estimated arbitrage rebate liability required for the County as of September 30, 2005.

H. GENERAL FUND - FEDERAL / STATE REVENUE SOURCE

CFDA
Contract Total Grant or
Program or Source Number Entitlement

State of Texas, 77" Regular Legislature’s Session

Texas Task Force on Indigent Defense - Formula Grant 95,113
Texas Department of Family and Protective Services

Title IV-E County Legal Services To Foster Care Children 2003113071 65,000
Texas Department of Family and Protective Services

Title IV Child Welfare Services Contract 2003113070 10,000

Texas Task Force on Indigent Formula Grant

The purpose of this grant is to assist the County in the implementation of the provisions of the Fair
Defense Act and the improvement of the indigent criminal defense services. The grant revenue

earned though the fiscal year was $ 107,458.

Texas Department of Family and Protective Services Title IV-E County Legal Services to
Foster Care for Children

The purpose of this grant is to provide fair, adequate, and expeditious judicial determinations
regarding children eligible for services under subtitle IV-E of the Social Security Act, including the
training of county staff in areas necessary for the administration of this portion of the state IV-E
plan. The grant revenue earned through the fiscal year was $ 110,610.
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Title IV Child Welfare Service Contract

The purpose of this grant is to provide financial assistance for foster care maintenance payments,
administrative, and training expenses related to foster care and adoption. The grant revenue

earned through the fiscal year was $14,709.
. OTHER POST RETIREMENT HEALTH CARE BENEFITS

In addition to pension benefits described in Note K, the County, as required by the Consolidated
Omnibus Budget Reconciliation Act(C.0.B.R.A.), provides the option of post-employment health
care coverage to all retired and terminated employees less than sixty-five years old with 100% of

the premium paid by the employee.

There is no liability to the County associated with post-employment benefits provided unless the
County fails to notify the eligible employee of said benefit by mail. Retired and/or terminated
employees more than sixty-five years old are eligible for Medicare and do not qualify for benefits
under C.0.B.R.A. The premiums collected and paid from ex-employees are accounted for through

the Employees Health Benefit Fund.

The County established in January 2003 an Employees Retirees Insurance Fund for health
insurance and funded the first year from an internal fund transfer. Employees who meet one of the
following are eligible to participate in the retirement health insurance program:

1. Must not have already retired from the County nor have already been enrolled or received
benefits under this plan.

2. Must have four years of continuous employment with the County prior to retirement; and

3. Must be covered as an active employee under the County health insurance plan at the time
of retirement; and

4. The employee must meet one of the following additional criteria:

a. Age 59 plus 8 years of County employment, or
b. Obtain rule of 75, based on government employment with the State of Texas, a

Texas County, or a Texas City of which a minimum of six years of employment
must be with the County,
c. Twenty years of employment with The County.

Cost to retirees younger than 59 years of age up to the age of 64 is $100 per-month and cost for
dependent coverage is $200. The retiree’s cost at age 65 (silver choice) is 100% less $ 100
county contribution and 100% cost of coverage. As of September 30, 2005 there are 23 in the

group and 7 in the silver choice plan.
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