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March 22, 2010 
 
 
 
To the Honorable Mayor Narvaiz, Members of the City Council, 
And Citizens of the City of San Marcos, Texas: 
 
 
The Comprehensive Annual Financial Report (the CAFR) of the City of San 
Marcos, Texas (the City) for the fiscal year ended September 30, 2009, is 
submitted in accordance with Section 3.16 of the City Charter. Pattillo, Brown 
and Hill, L.L.P., have issued an unqualified (“clean”) opinion on the City’s 
financial statements for the year ended September 30, 2009. The independent 
auditor’s report is located at the front of the financial section of this report. 
 
The CAFR includes all funds of the City and is presented in three sections: 
introductory, financial and statistical. The introductory section includes a table of 
contents, this transmittal letter, the City’s organizational chart, and a list of 
principal officials. The financial section includes the MD&A, basic financial 
statements and other required supplementary information, as well as the 
auditor’s report on the financial statements and schedules. The statistical section 
includes selected financial and demographic information generally presented on 
a multi-year basis. The single audit is a separate report. 
 
Management’s discussion and analysis (MD&A) immediately follows the 
independent auditor’s report and provides a narrative introduction, overview and 
analysis of the basic financial statements. MD&A complements this transmittal 
letter and should be read in conjunction with it. 
 
Management assumes full responsibility for the completeness and reliability of all 
information presented in this report, based upon a comprehensive framework of 
internal control that it established for this purpose. Because the cost of internal 
controls should not outweigh their anticipated benefits, the objective is to provide 
reasonable rather than absolute assurance that the financial statements are free 
of any material misstatements. To the best of our knowledge and belief, the 
enclosed data is accurate in all material respects and is reported in a manner 
designed to present fairly the financial position and results of operations of the 
various funds of the City. The disclosures included in this report are intended to 
provide the reader a good understanding of the City’s financial activities. 
 
The City is required to undergo an annual single audit in conformity with the 
provisions of the Single Audit Act of 1984, the Single Audit Act Amendments of 
1996 and U. S. Office of Management and Budget (OMB) Circular A-133. 
Information related to this single audit, including the Schedule of Expenditures of 
Federal Awards, findings and recommendations, and auditor’s reports on the 
internal control structure and compliance with applicable laws and regulations are 
included in the single audit report. 
 

 
 
 

 
 
 
 
 

Transmittal Letter 
 
 
For the Fiscal Year 
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2009 
 
 
City of San Marcos 
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City of San Marcos Profile 
 
San Marcos operates under a council-manager form of government as provided by its Charter. The Mayor 
and six City Council members are elected “at large” on a non-partisan ballot. All members of the City 
Council, except the Mayor, are elected to staggered three-year terms. The Mayor is elected for a two-year 
term. The City Council appoints the City Manager, City Clerk, City Attorney, and Municipal Court Judge. 
The City Council also appoints members to certain boards, committees and commissions, as it deems 
necessary for the operation of the City. 
 
The City Manager is the chief executive officer for the City and has full responsibility for carrying out 
Council policies and administering City operations, including hiring department Directors and all other City 
employees. City service departments provide a full range of services including police and fire protection, 
health and social services, sanitation services, construction and maintenance of highways, streets and 
infrastructure, planning and zoning, recreational activities and cultural events, and general administrative 
services.  
 
The City also provides electric, water, wastewater, airport, drainage and waste collection services; 
therefore, these activities are included in the reporting entity. 
 
 
Economic Outlook and Financial Condition 
 
The information presented in the financial statements is perhaps best understand when it is consider 
from the broader perspective of the specific environment within which the City operates. 
 
The City of San Marcos has remained stable and has not been impacted by the recession and credit 
crisis like other parts of Texas and the nation.  Tourism, retail and construction activities have 
continued to show sign of growth and prosperity. The City also continues to benefit from other favorable 
conditions associated with San Marcos, including a stable, diversified economic base and a desirable 
location for work, destination, and living. In fact, the City of San Marcos was recently chosen by 
Business Week as one of the top 10 places to raise kids in the United States.  Current low mortgage 
interest rates and the attractive developments within San Marcos continue to bring in residential growth 
and commercial development. Commercial successes can be expected to continue because of the 
City’s commitment to targeted economic development efforts that focus on industry segments that 
complement the existing business mix. 
 
The following categories represent key factors affecting San Marcos’ economic and financial success: 
 
Retail Sales 
The City’s largest General Fund revenue source is sales tax generated from a well-balanced variety 
of business categories including automotive, construction, food stores, hotels/motels, department 
stores, retail stores, restaurants, utilities and rentals. The City of San Marcos will recognize only a 
1.9% decline in sales tax collections in FY 2009.   This decline is minimal compared to other cities in 
the region.  The City has seen a significant growth in sales tax revenues over the last four fiscal 
years. Fiscal year 2007/08 ended with a 5.4 percent increase over the prior year’s revenue, following 
7.2 percent increase last year – positive indication that economic recovery will continue. The City is 
perhaps best known for its Outlet Malls – Prime and Tanger – which have made San Marcos the 3rd 
most popular tourist destination in Texas.  Factors contributing to a brighter economic outlook for 
retailers included rising consumer confidence, continued low interest rates, a stable housing market, 
increased factory orders and productivity, and the return of worker pay raises and bonuses. 
 
Employment 
San Marcos enjoys a relatively low unemployment rate as compared to the state and national 
economy at 5.1 percent. This means that San Marcos residents have greater job opportunities 
locally. The Hays County unemployment rate was approximately 6.9 percent in September 2009, as 
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compared to the state unemployment rate of 8.1 percent and the national unemployment rate of 9.5 
percent. 
 
Tourism 
Tourism is one of San Marcos’ largest industries and is a significant contributor to the City’s economy. 
Numerous tourist attractions, along with many hotels and motels, provide over 1,250 guest rooms, along 
with many nearby public and private golf courses. The number of rooms increased in 2009 with the 
addition of San Marcos’ first full-service hotel which opened November 2008.  In addition, San Marcos 
Conference Center opens at the same time, further adding to San Marcos tourist potential.  More than 
1,200 retail shops and boutiques are located throughout the City and a selection of over 125 restaurants 
is available. These services and facilities, complemented by the mild winter, have made San Marcos a 
popular vacation spot for tourists and winter visitors. 
 
Hotel/motel occupancy tax receipts increased 13.7 percent in FY 2008/09 over the previous year – the 
sixth straight year of solid revenue growth after anemic post 9/11 levels. The current assessment for FY 
2009/10 is that tourism will continue to experience positive gains, reflected by continued increases in 
occupancy, available rooms and room rates. 
 
 

Major Initiatives 
 
The City of San Marcos’ FY 2009/10 budget reflects continuing strength in the City’s economy, reinforced 
by positive trends at the state and national levels. Significant improvements projected for the City’s key 
revenue sources, combined with savings achieved in FY 2008/09, provide a balanced budget to meet 
pressing needs and fund the City’s highest priorities for FY 2009/10. These needs include merit increases 
for personnel, meet and confer compensation for civil service employees, 9 additional firefighters, with an 
emphasis in capital outlay funding and infrastructure funding. Many accomplishments have been 
achieved with the FY 2009/10 budget.  The tax rate was not increased in the FY 2010 budget.  The 
primary objective of the FY 2009-10 Budget is to address the five goals adopted by the City Council: 
 

 Expand Economic Development 
 Improve the image of the City 
 Enhance the region’s transportation grid 
 Improve the collaboration between the City and other regional entities 
 Ensure environmental protection and smart growth 

 

In October 2008, the City implemented a broad realignment of the City’s organizational structure to 
support economic development, improve organizational capacity, and improve the development review 
process.  The Technology Services Division was elevated to a department level to bring appropriate focus 
on technology.  A Capital Improvements Department was established to focus on the construction of 
major street, drainage, water, wastewater, electric and community facilities.    
 
 

Long-Term Strategic Financial Planning 
 
Financial policies approved by the City Council guide the City’s financial management in planning for the 
future.  Sufficient resources and adequate reserve levels will protect the City in the event of revenue 
shortfalls or increased expenditure needs. Fiscal integrity is the cornerstone upon which the City plans, 
monitors, and reports its financial activities. Particular emphasis is placed on maintaining the financial 
stability of the City.  Each fiscal year, the budget is developed with this objective. Goals for financial 
stability enable the City to manage revenue shortfalls and cash flows to ensure continued operations, and 
to provide for unforeseen contingencies without impairing the level of quality service needed to respond to 
the community. 
 
Internal Controls 
The Finance Department is responsible for establishing and maintaining an internal control structure 
designed to ensure that the assets of the City are protected from loss, theft, or misuse and to ensure that 
adequate accounting data are compiled to allow for the preparation of financial statements in conformity 
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with generally accepted accounting principles for local governments as prescribed by GASB and the 
American Institute of Certified Public Accountants (AICPA). The internal controls structure is designed to 
provide reasonable, but not absolute, assurance that these objectives are met. The concept of 
reasonable assurance recognizes that (1) the cost of a control should not exceed the benefits likely to be 
derived and (2) the evaluation of costs and benefits requires estimates and judgments by management. 
 
Financial Rating 
The City of San Marcos received a rating upgrade on its revenue bonds from Standard & Poor’s in June 
2009.   The City’s bond rating for Moody’s Investor Service and Standard & Poor’s is as follows: 
 

 Moody’s Investor Service Standard & Poor’s 
General  Obligation          
Bonds and Certificates of 
Obligation 

A1 AA- 

Revenue Bonds A1 AA- 
 
 
Financial Reporting 
The City utilizes a computerized financial accounting system to capture all financial transactions and 
provide data for the preparation of this CAFR, including the audited financial statements. These 
statements present information on the financial position of the City and whether resources were adequate 
to cover the costs of providing services during the reporting period. The City’s award-winning CAFR is 
distributed to the City Council, executive management, federal and state agencies, bond rating agencies, 
and financial institutions, as well as others throughout the general public. 
 
Budgeting Process 
The annual budget serves as the foundation for the City’s financial planning and control. The City 
Council formally adopts the budget and legally allocates, or appropriates, available monies for the City’s 
various funds. Therefore, these funds have appropriated budgets, and budget to actual information is 
presented. The City Manager submits to the City Council a proposed budget for the fiscal year 
commencing the following September 1st. The budget includes proposed expenditures and the 
means of financing them. A public hearing is held prior to the budget’s final adoption in order to 
obtain taxpayer comments. The budget is legally enacted through passage of an ordinance. The 
ordinance sets the limit for expenditures during the fiscal year. 
 
The expenditure appropriations in the adopted budget are by department. The maximum legal 
expenditure permitted for the fiscal year is the total budget as adopted. Expenditure appropriations 
may be amended during the year. Upon the recommendation of the City Manager, and with the 
approval of the City Council: (1) transfers may be made from the appropriations for contingencies to 
departments; (2) transfers from fund balance accounts to departments or capital improvement 
program accounts; and (3) transfers from capital improvement program accounts to departments. 
Management control of budgets is further maintained through the use of an encumbrance accounting 
system. Encumbered amounts lapse at year-end. However, encumbrances generally are re-
appropriated as part of the following year’s budget. 
 
As demonstrated by the statements and schedules included in the financial section of this report, the 
City continues meeting its responsibility for sound financial management. 
 
Single Audit 
As a recipient of federal, state and county financial assistance, the City is also responsible for ensuring 
that an adequate internal control structure is in place to ensure compliance with applicable laws and 
regulations related to those programs. This internal control structure is subject to periodic evaluation by 
management and the internal audit staff of the City. 
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As a part of the City’s single audit, described earlier, tests are made to determine the adequacy of the 
internal control structure, including that portion related to federal financial assistance programs, as well as 
to determine that the City has complied with applicable laws and regulations. The results of the City’s 
single audit for the fiscal year ended September 30, 2009, provided no instances of material weaknesses 
in the internal control structure or significant violations of applicable laws and regulations. 
 
Cash Management 
Cash temporarily idle during the year was invested in U. S. Agency securities, Certificates of Deposit, 
Local Government Pools, Commercial Paper and Money Market Mutual Funds. At year-end, the carrying 
amount of the City’s deposits was $187.9 million. The U. S. government agency securities had a market 
value of $112,924,682 as of September 30, 2009, and a book value of $112,569,946. These investments 
are carried at book value. 
 
The City’s investment policy is to minimize credit and market risks while maintaining a competitive yield 
on its portfolio. Accordingly, deposits were either insured by federal depository insurance or collateralized. 
All collateral on deposits were held by the City’s agent in the City’s name.  All investments are in 
compliance with the Public Funds Investment Act.  
 
Risk Management 
 
The City of San Marcos maintains a risk management program to prevent and mitigate accidental losses.  
Components of the program include the identification of exposure to loss and the selection, 
implementation and monitoring of risk management techniques.  Prevention measures include activities 
such as conducting training, annual review of covered assets and exposures to risk.  In addition to topical 
training programs include drug testing, safety awareness events and the “Safety Coach” Safety 
Leadership Development Program.  Post incident measures designed to mitigate losses include incident 
investigation and management of claims through final disposition.  A cornerstone of our commitment to 
managing workers compensation claims is a return to work program. During this reporting period we 
achieved a 41% premium modifier.  In rating a worker’s compensation program, an underwriter begins at 
100% which represents an average employer.  This is ‘modified’ based on a specific employer’s claim 
history and is among the lowest in the Texas Municipal Intergovernmental Risk Pool of which we are 
currently members.  Collectively, risk management programs have resulted in direct savings in excess of 
$445,000 during this reporting period. 
 
The City’s Safety Program has been recognized by awards from the Public Risk Management Association 
(PRIMA) and the National Safety Council (NSC).  The City’s recognized Safety Coach Leadership 
Development Program is at the core of these awards.  This program develops employees in all 
departments and at all levels who incorporate safety into work processes.  Because this is done with 
workers and communicated to all levels of management, corrective action occurs quickly and effectively 
to provide a safer work environment.  Risk Management is the program liaison to address any 
recommended corrective action.    
 
The City participates annually in the National Safety Council Awards Program who presents awards by 
category for occupational safety and health, safe worker and safe drivers. Twenty five departments were 
recognized for maintaining a perfect record or a reduction in frequency of lost time injuries from the 
National Safety Council.  Individual employees who serve in positions that are exposed to hazardous 
conditions and have a long work history without an accident are recognized at two levels: safe worker and 
safe driver. Two employees were recognized in each category for safe worker and safe driving. 
 
The City held the 15th Annual Safety Expo in October which provides training and safety awareness to all 
employees. The event included over 27 Health and Safety vendors in the expo with various safety 
demonstrations and was attended by 230 employees.  The City held its Annual Employee Recognition 
and Safety Awards banquet in May.  Twenty one departments were recognized for maintaining a perfect 
safety record or achieving a reduction in lost time injuries over the prior year.  Additionally, two employees 
were recognized for safe driving and two received occupational safety awards as Safe Workers.  The 
event was attended by 300 employees.   



viii 

Other Information 
 
Independent Audit 
The City Charter requires an annual audit of the books, accounts, financial records and transactions of all 
administrative departments of the City by independent certified public accountants selected by the City 
Council. This requirement has been complied with, and the independent auditor’s report by Pattillo, Brown 
& Hill, L.L.P., Certified Public Accountants, has been included in this report. 
 
Awards 
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a 
Certificate of Achievement for the Excellence in Financial Reporting to the City for its comprehensive 
annual financial report for the fiscal year ended September 30, 2008. The Certificate of Achievement is a 
prestigious national award-recognizing conformance with the highest standards for preparation of state 
and local government financial reports. 
 
In order to be awarded a Certificate of Achievement, the City published an easily readable and efficiently 
organized comprehensive annual financial report whose contents conform to program standards. That 
report satisfied both generally accepted accounting principles and applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only. We believe that our current 
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s 
requirements. This report will once again be submitted to the GFOA for this annual reward. 
 
Acknowledgements 
The preparation of this report on a timely basis could not be accomplished without the efficient and 
dedicated services of the entire staff of the Finance Department. Each member of the department has our 
sincere appreciation for the contributions made in the preparation of this report. We would also like to 
thank the members of the City Council and the citizens of the City of San Marcos for their interest and 
support in planning and conducting the financial operations of the City in a responsible and progressive 
manner. 
 
In conclusion, we would like to thank the City’s auditing firm, Pattillo, Brown & Hill, L.L.P., for their 
ongoing efforts, not only in the performance of the City’s annual audit, but for their close working 
relationship in advising the City when questions arise throughout the year. They have been an excellent 
source of information for preparation of the report. 
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INDEPENDENT AUDITORS’ REPORT 
 
 
The Honorable Mayor  
   and Members of City Council 
City of San Marcos, Texas 
 
 We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of the City of 
San Marcos, Texas, as of and for the year ended September 30, 2009, which collectively comprise the 
City’s basic financial statements as listed in the table of contents.  These financial statements are the 
responsibility of the City of San Marcos, Texas’ management.  Our responsibility is to express opinions 
on these financial statements based on our audit. 
 
 We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements.  An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation.  We believe that our audit provides a reasonable basis for our opinions. 
 
 In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of the City of San Marcos, Texas, as of September 
30, 2009, and the respective changes in financial position and, where applicable, cash flows of these 
activities and funds and the budgetary comparison for the General and major Special Revenue Funds for 
the year then ended in conformity with accounting principles generally accepted in the United States of 
America. 
 

In accordance with Government Auditing Standards, we have also issued our report dated March 
22, 2010, on our consideration of the City of San Marcos, Texas’ internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements and other matters.  The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the internal control over financial reporting or on compliance.  That report is an integral 
part of an audit performed in accordance with Government Auditing Standards, and should be 
considered in assessing the results of our audit. 
  
 
 
 
 

1 
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 The Management’s Discussion and Analysis on pages 3 through 12 is not a required part of the 
basic financial statements but is supplementary information required by accounting principles generally 
accepted in the United States of America.  We have applied certain limited procedures, which consisted 
principally of inquiries of management regarding the methods of measurement and presentation of the 
required supplementary information.  However, we did not audit the information and express no opinion 
on it. 
 
 Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City of San Marcos, Texas’ basic financial statements.  The introductory 
section, combining and individual fund financial statements and schedules, and statistical section are 
presented for purposes of additional analysis and are not a required part of the basic financial statements.  
The combining and individual fund financial statements and schedules have been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly 
stated in all material respects in relation to the basic financial statements taken as a whole.  The 
introductory and statistical sections have not been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, accordingly, we express no opinion on them. 
 

 
 
 
March 22, 2010 
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TABLE 2 
 

CITY OF SAN MARCOS’ CHANGES IN NET ASSETS 
 

2009 2008 2009 2008 2009 2008

Revenues:

   Program revenues:

      Charges for services 3,446,318$          3,334,379$         78,797,549$         81,030,373$         82,243,867$         84,364,752$         

      Operating grants  

         and contributions 9,981,272         3,452,451        -                   -                   9,981,272          3,452,451          

      Capital grants  

         and contributions 2,104,303         836,384           1,214,327          1,649,020          3,318,630          2,485,404          

   General revenues:

      Property taxes, levied

         for general purposes 4,675,882         4,518,495        -                   -                   4,675,882          4,518,495          

      Property taxes, levied

         for debt service 7,726,010         7,178,305        -                   -                   7,726,010          7,178,305          

      Sales taxes 17,989,392       18,347,135      -                   -                   17,989,392        18,347,135        

      Franchise taxes 1,281,674         7,695,811        -                   -                   1,281,674          7,695,811          

      Hotel/motel taxes 2,030,247         1,698,905        -                   -                   2,030,247          1,698,905          

      Investment earnings 3,571,867         2,590,329        2,098,305          2,801,982          5,670,172          5,392,311          

      Other 1,963,080         572,276           1,101,946          618,072             3,065,026          1,190,348          

            Total revenues 54,770,045       50,224,470      83,212,127        86,099,447        137,982,172      136,323,917      

Expenses:

   General government 11,789,804       12,565,540      -                   -                   11,789,804        12,565,540        

   Public safety 18,223,349       16,406,242      -                   -                   18,223,349        16,406,242        

   Community service 9,120,980         9,114,632        -                   -                   9,120,980          9,114,632          

   Interest and fiscal charges 7,008,392         4,784,896        -                   -                   7,008,392          4,784,896          

   Electric -                  -                 46,068,424        49,224,186        46,068,424        49,224,186        

   Water and sewer -                  -                 24,443,838        23,872,986        24,443,838        23,872,986        

   Airport -                  -                 733,621             768,419             733,621             768,419             

   Drainage -                  -                 1,482,765          811,057             1,482,765          811,057             

   Waste collection -                  -                 1,228,122          1,703,744          1,228,122          1,703,744          

            Total expenses 46,142,525       42,871,310      73,956,770        76,380,392        120,099,295      119,251,702      

Increases in net assets 

   before transfers 8,627,520         7,353,160        9,255,357          9,719,055          17,882,877        17,072,215        

Transfers 5,759,854         85,853             5,759,854)(          85,853)(               -                   -                   

Increase in net assets 14,387,374       7,439,013        3,495,503          9,633,202          17,882,877        17,072,215        

Net assets, beginning 87,537,653       80,098,640      119,147,838      109,085,469      206,685,491      189,184,109      

Prior period adjustment 1,555,589)(         -                 -                   429,167             1,555,589)(          429,167             

Net assets, ending 100,369,438$      87,537,653$       122,643,341$       119,147,838$       223,012,779$       206,685,491$       

Governmental Activities Business-type Activities Totals
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS 
 
As noted earlier, the City of San Marcos uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements. 
 
Governmental funds.  The focus of the City of San Marcos’ governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources.  Such information is 
useful in assessing the City of San Marcos’s financing requirements.  In particular, unreserved fund 
balance may serve as a useful measure of a government’s net resources available for spending at the end 
of the fiscal year. 
 
As of the end of the current fiscal year, the City of San Marcos’ governmental funds reported combined 
fund balances of $99.2 million, an increase of ($3.1) million in comparison with the prior year.  
Approximately 12.8% of this total amount constitutes unreserved, undesignated fund balance, which is 
available for use within the City’s fund designation and fiscal policies.  The remainder of fund balance is 
reserved to indicate that it is not available for new spending because it has already been committed 1) to 
liquidate contracts and purchase prepaid expenses of the prior period, 2) to pay debt service, 3) for 
capital projects, or 4) to generate income to pay for the perpetual care of the municipal cemetery. 
 
The General Fund is the main operating fund of the City of San Marcos.  At the end of the current fiscal 
year, unreserved fund balance of the General Fund was $12.8 million, while total fund balance reached 
$12.9 million.  As a measure of the General Fund’s liquidity, it may be useful to compare both 
unreserved fund balance and total fund balance to total fund expenditures.  Unreserved fund balance 
represents 34.3% of total General Fund expenditures. 
 
In the General Fund, the City budgeted for a fund balance decrease in the current year of ($980,040).  It 
is one of the City’s financial policies to maintain fund balance in the General Fund equal to 90 days’ 
expenditures and when those balances exceed the 90-day target to transfer the excess to Capital Project 
Funds to fund pay-as-you-go capital expenditures.  Due to actual expenditures being less than originally 
budgeted and revenues being considerable more than originally budgeted especially in the areas of sales 
tax and building permits.  The variance in these two scenarios amounted to a $275,715 million increase 
to fund balance as compared to budget.  The Debt Service Fund Balance increased by ($1.9) from 2008 
to 2009.  This fund balance reserved was due to the addition of capitalized interested related to the 
Wonder World Extension Project.  Capitalized interest will be used to make debt service payments for 
the legally issued debt until the pass-through toll financing from TXDOT is received from the state 
which will commence 13 months after substantial completion of the project.  The Miscellaneous Grant 
fund has been classified as a Major Governmental Fund for FY09 due to a TxDOT grant award of $10.0 
million for the Wonder World Extension Project, an increase of fund balance for FY09 of $18,662.  
Debt issuance in the Capital Projects Funds contributed to the net change in fund balances of 
($738,038). 
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TABLE 3 
 

GOVERNMENTAL TAX REVENUES 
 

Increase
2009 2008 (Decrease)

Property 12,102,219$     11,561,636$     540,583$          

Sales 17,989,392    18,347,135    357,743)(         

Franchise 1,036,785      7,463,804      6,427,019)(      

Hotel/motel 2,927,368      1,698,905      1,228,463      

Mixed Drink 244,889         232,007         12,882           

34,300,653$     39,303,487$     5,002,834)$(       
 

Franchise fees from the City’s Water and Electric Utilities were reclassed as a “Transfer IN” and not as 
a franchise fee revenue thus the $6,427,019 decrease in franchise fees in FY 2009.  Other factors 
concerning the finances of governmental funds have already been addressed in the discussion of the 
City’s governmental activities in the government-wide financial statements. 
 
Proprietary funds.  The City of San Marcos’ proprietary funds provide the same type of information 
found in the government-wide financial statements, but in more detail. 
 
Unrestricted net assets of Water and Wastewater Fund at the end of the year amounted to $30.4 million, 
and those for the Electric Fund amounted to $11.8 million.  Other factors concerning the finances of 
these two funds have already been discussed in the discussion of the City of San Marcos’ business-type 
activities in the government-wide financial statements. 
 
 
GENERAL FUND BUDGETARY HIGHLIGHTS 
 
For FY 2008-09, actual expenditures on a budgetary basis were $37.0 million compared to the budget 
amount of $37.7 million.  The $0.7 million positive variance was due to savings achieved through salary 
vacancy savings and lower fuel prices. 
 
For FY 2008-09, actual revenues on a budgetary basis were $38.7 million as compared to the budget 
amount of $33.9 million.  The majority of the ($0.7) million variance was due to an increase in franchise 
fee collections and traffic fine increases due to our police motorcycle division. 
 
The City of San Marcos has a budgetary basis General Fund balance of $12.9 million as of the fiscal year-
end, compared to the budgeted fund balance of $12.6 million.  The variance in fund balance is primarily 
due to cost containment measures implemented by management and conservative budgetary practices. 
 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets.  At the end of the fiscal year 2009, the City had $292.4 million invested in a broad 
range of capital assets, including police and fire equipment, buildings, park facilities, roads, bridges, and 
water and wastewater lines.  (See Table 4 below.)  For more detailed information on capital assets, 
please refer to the accompanying notes on pages 39 – 40. 
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TABLE 4 
 

CITY OF SAN MARCOS’ CAPITAL ASSETS AT YEAR-END 
(Net of Accumulated Depreciation) 

 

2009 2008 2009 2008 2009 2008

Land 7,231,153$           7,279,153$           1,446,029$           1,446,029$           8,677,182$            8,725,182$            

Buildings 31,902,472        30,803,421        6,369,767          6,369,767          38,272,239         37,173,188         

Improvements other

   than buildings 40,854,652        40,396,026        136,348,672      130,486,195      177,203,324       170,882,221       

Equipment 22,044,674        21,621,925        7,440,672          7,022,545          29,485,346         28,644,470         

Construction in 

   progress 59,227,280        33,980,915        63,852,879        50,509,078        123,080,159       84,489,993         

Infrastructure 20,938,936        18,826,436        -                   -                   20,938,936         18,826,436         

Total capital assets 182,199,167$       152,907,876$       215,458,019$       195,833,614$       397,657,186$        348,741,490$        

Governmental Activities Business-type Activities Totals

 
 
Long-term debt.  At year-end, the City had $265.6 million in General Obligation Bonds, Combination 
Tax and Revenue Certificates of Obligations and Revenue Bonds outstanding as compared to $247.8 
million at the end of the prior fiscal year, an increase of 7.2%.  For more detailed information on long-
term debt, please refer to the accompanying notes on pages 42 – 45. 
 
 

TABLE 5 
 

CITY OF SAN MARCOS’ OUTSTANDING DEBT AT YEAR-END 
 

2009 2008 2009 2008 2009 2008

General obligation bonds 19,815,000$         15,200,000$         -$                    -$                    19,815,000$         15,200,000$         

Certificates of obligation 118,125,000      114,210,000      -                   -                   118,125,000      114,210,000      

Revenue bonds -                   -                   127,650,000      118,340,000      127,650,000      118,340,000      

137,940,000$       129,410,000$       127,650,000$       118,340,000$       265,590,000$       247,750,000$       

Governmental Activities Business-type Activities Totals

 
 
During this fiscal year, General Obligation Bonds and Combination Tax and Revenue Bonds totaling 
$49.7 were issued to fund both general obligation and revenue projects. 
 
The City has maintained its A+ rating from Standard & Poor’s Corporation, and its A1 rating from 
Moody’s Investor Services on its tax supported debt.  The City has also maintained its A rating from 
Standard & Poor’s Corporation, and its A2 rating from Moody’s Investor Services on its water and 
wastewater revenue bonds.  The City is permitted by Article XI, Section 5, of the State of Texas 
Constitution to levy taxes up to $2.50 per $100 assessed valuation for general governmental services 
including the payment of principal and interest on general obligation long-term debt.  The current ratio 
of net tax-supported debt to assessed value of all taxable property is 3.1%. 
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The City sponsors an employee benefit plan that provides partially self-insured medical and self-insured 
dental coverage to employees and voluntary coverage to their participating dependents.  The plan is 
designed to provide a specified level of coverage, with excess insurance coverage provided by specific 
and aggregate reinsurance.  The City’s maximum medical claim exposure is limited to $85,000 in claims 
per covered person and a dental benefit of $1,250 per covered person per year.  Aggregate coverage 
based on a monthly enrollment limits the medical claims exposure.  Claim liability was $842,520 at 
September 30, 2009, compared to $862,055 at September 30, 2008. 
 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 
 
The City’s elected and appointed officials considered many factors when setting the fiscal year 2010 
budget, tax rates, and fees that will be charged.  One of these factors is the unstable economy.  As a 
result of the financial challenges facing all municipalities, the budget was set using three goals to 
maintain its financial stability, upgrading public safety through new staff and meet confer compensation, 
a competitively paid staff and investment in capital outlay.  These goals were taken into account when 
adopting the operating budget for fiscal year 2010.  The total 2009-10 combined budget appropriation is 
$146.2 million.  This represents an increase of $0.5 million or 0.3% over the 2009-10 budget.  The 
increase in the annual budget is largely attributed to investments in capital projects as well as the 
increases to public safety. 
 
The General Fund’s largest single revenue source is sales taxes.  The City collects a 1.5-cent sales tax on 
all taxable goods in the City.  Sales tax revenue for FY 2010 is budgeted at $18.5 million.  
 
The property tax rate for FY 2010 is $0.5302 per $100 valuation.  Of this tax rate, 37.83% or $0.2006 is 
used for operations and maintenance activities.  The remaining 62.17% or $0.3296 is used for debt 
service.  The operations and maintenance portion of property tax revenue for FY 2010 is estimated to be 
$5.1 million. 
 
The largest revenue source for the Water and Wastewater Fund is water sales, at $12.9 million.  The 
base rate for FY 2010 is $18.98 for the first 2,000 gallons for a 5/8”-3/4” meter in the city limits.  This 
rate increases as the meter size increases and/or if the meter is located outside of the city limits.  This 
rate was maintained at the same rate as last year.  The second largest revenue source for the Water and 
Wastewater Fund is wastewater charges, at $11.7 million.  The base rate for FY 2010 is $22.42 for the 
first 2,000 gallons.  This rate was also maintained the same as the previous fiscal year. 
 
The largest revenue source for the Electric Fund is power sales, at $54.7 million.  The base charge for 
FY 2009 is $8.50/month plus $0.0190 per kWh.  This rate was also maintained at the same rate as the 
previous fiscal year. 
 
 
CONTACTING THE CITY’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizens, taxpayers, customers, and investors and 
creditors with a general overview of the City’s finances and to show the City’s accountability for the 
money it receives.  If you have questions about this report or need additional financial information, 
contact the Finance Department, at the City of San Marcos, 630 E. Hopkins, San Marcos, TX 78666. 
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COMBINING AND INDIVIDUAL 
FUND STATEMENTS AND SCHEDULES 





 
NONMAJOR SPECIAL REVENUE FUNDS 

 
 
Special Revenue Funds are used to account for the proceeds of specific revenue sources (other than 
expendable trusts, special assessments, or major capital projects) that are legally restricted to 
expenditures for specific purposes.   
 

Grants and Special Entitlements  
 
Community Development Block Grant  
 
Karnack  
 
Police Grant  
 
WIC Project  
 
Emergency Relief 
 
Hotel Occupancy 
 
Municipal Court Technology  
 
Seized Assets  
 
Library Memorial  
 
Cemetery  
 
Municipal Court Security Fee 
 
Juvenile Case Manager Fee 
 
Parks and Recreation  
 
TIRZ #2 
 
TIRZ #3 
 
 
 

NONMAJOR PERMANENT FUNDS 
 
Permanent Funds are used to report resources that are legally restricted to the extent that only earnings, 
not principal, may be used for purposes that support the City’s programs. 
 
 

 





























 
 
 

NONMAJOR ENTERPRISE FUNDS 
 
Enterprise Funds are used to account for the acquisition, operations and maintenance of a City’s 
facilities and services which are entirely or predominantly supported by user charges or those for which 
the City has decided that periodic determination of the revenue earned, expenses incurred, and/or net 
income is appropriate for capital maintenance, public policy, management control, accountability, or 
other purposes.  All activities necessary to provide services are accounted for in these funds, including, 
but not limited to, administration, operations and maintenance.  Debt service is also included. 
 
 

Airport Fund – This fund was established to account for all revenue and expenses of every 
nature derived by the City from its ownership and operation of the airport. 
 
Waste Collection Fund – This fund was created to account for waste collection and disposal 
services provided to residents of the City.  
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