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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Council
City of Tybee Island, Georgia

We have audited the accompanying financial statements of the governmental activities,
the business-type activities and each major fund of the City of Tybee Island, Georgia (the “City”)
as of and for the year ended June 30, 2009, which collectively comprises the City’s basic
financial statements as listed in the table of contents. These financial statements are the
responsibility of the City of Tybee Island, Georgia’s 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 the 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 opinion.

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 and each major fund of the City of Tybee Island, Georgia as of June 30, 2009, and the
respective changes in financial position and cash flows, where applicable, thereof 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
December 03, 2009, on our consideration of the City of Tybee Island, Georgia’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, 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.

www.reznickgroup.com
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The Management’s Discussion and Analysis on pages 6 through 13 and budgetary
comparison information on pages 20 through 23 are not a required part of the basic financial
statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the 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 an opinion on the financial
statements that collectively comprise the City of Tybee Island, Georgia’s basic financial
statements. The accompanying schedules of funding progress and schedules of expenditures of
special purpose local option sales tax proceeds are presented for the purposes of additional
analysis as required by the Official Code of Georgia 48-8-21, and are not a required part of the
basic financial statements. The schedule of funding progress and the schedules of expenditures
of special purpose local option sales tax proceeds 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.

/%M Gonp, PL

Atlanta, Georgia
December 03, 2009



THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2009

The management of the City of Tybee Island, Georgia offers the readers of the City’s Annual Audited
Financial Statements this narrative overview and analysis of the financial activities of the City of Tybee
Island for the fiscal year ended June 30, 2009. We encourage readers to consider the information
presented here in conjunction with the referenced financial statements and footnotes accompanying the
financial statements.

Financial Highlights

o The City’'s assets exceeded its liabilities by $17,155,056 (net assets) for the fiscal year reported, a
decrease of $1,121,979 or 2%.
o Total net assets are comprised of the following:
e Capital assets of $12,179,390 include property and equipment, net of accumulated depreciation,
and reduced for outstanding debt related to the purchase or construction of capital assets.
e Net assets of $1,857,425 restricted by constraints imposed from outside the City, such as debt
covenants, grantors, laws and regulation.
e Unrestricted net assets of $3,118,241.
Total unrestricted net assets decreased from $3,480,961 to $3,118,241 or 10.4%.
In fiscal year 2009, General Fund unreserved and undesignated fund balance increased 14.5% from
$3,024,215 to $3,538,716.
o The City’s governmental funds reported total combined fund balances of $5,041,566.

The above financial highlights are presented in more detail in the financial analysis section of this
document.

Overview of the Financial Statements

This Management Discussion and Analysis document is intended to serve as an introduction to the City of
Tybee Island’s basic financial statements. The basic financial statements include: (1) government-wide
financial statements, (2) fund financial statements, and (3) notes to the basic financial statements. This
report also contains other supplementary information and schedules in addition to the basic financial
statements themselves.

Government-wide Financial Statements

The City’s basic financial statements include two government-wide financial statements. These
statements provide both long-term and short-term information about the City's overall financial status.

Financial reporting at this level uses a perspective similar to that found in the private sector with its basis
in accrual accounting and elimination or reclassification of activities between funds.
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THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
JUNE 30, 2009

The first of these government-wide statements is the Statement of Net Assets. This is the government-
wide statement of position presenting information that includes all of the City’s assets and liabilities, with
the difference reported as net assets. Over time, increases or decreases in net assets may serve as a
useful indicator of whether the financial position of the City as a whole is improving or deteriorating.
Evaluation of the overall health of the City would extend to other nonfinancial factors such as
diversification of the taxpayer base or the condition of City infrastructure, in addition to the financial
information provided in this report.

The Statement of Activities, reports how the City’s net assets changed during the fiscal year. All yearly
revenues and expenses are included regardless of when funds are collected or disbursed. An important
purpose of the design of the statement of activities is to show the financial reliance of the City's distinct
activities or functions on revenues provided by the City's taxpayers.

In the Statement of Net Assets and the Statement of Activities, the City is divided into two kinds of
activities:

Governmental activities — Most of the City’s basic services are reported here, including the police, fire,
community development, parking services, information services, environmental and general
administration. Property taxes, sales taxes and franchise fees finance the majority of these activities.

Business-type activities — The City charges a fee to customers to help it cover all or most of the cost of
certain services it provides. The City’s water system, environmental waste systems and participant
recreation activities are reported here.

The government-wide financial statements are presented on pages 15 and 16 of this report.

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities
or objectives. Within the basic financial statements, fund financial statements focus on the City’s most
significant funds rather than the City as a whole. Major funds are separately reported while all others are
combined into a single, aggregated presentation.



THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
JUNE 30, 2009

The City has three kinds of funds:

o Governmental funds — The majority of the City’s basic services are reported in governmental funds,
which focus on how money flows in and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method identified as the
modified accrual basis of accounting, which measures cash and all other financial assets that can
readily be converted to cash. The governmental fund statements provide a detailed short-term view
of the City’'s general government operations and the basic services it provides. Governmental fund
information helps to determine whether there are more or fewer financial resources that can be spent
in the near future to finance the City’s programs. By comparing information presented for
governmental funds with similar information presented for governmental activities in the government-
wide financial statements, readers may better understand the long-term impact of the government’s
near-term financing decisions. The relationship or differences between governmental activities
(reported in the Statement of Net Assets and the Statement of Activities) and governmental funds is
detailed in a reconciliation following the fund financial statements.

The City maintains three major and one non-major governmental funds. The City’s major
governmental funds are: General, Hotel Motel Tax and SPLOST (Special Purpose Local Option Sales
Tax). The City’s non-major governmental fund is the Emergency 911 Fund.

e« The general fund is the chief operating fund of the City.

« The Hotel Motel Tax Fund collects the six percent (6%) accommodations tax charged on
short term rentals and administers payments to the Savannah Chamber of Commerce
(33.3%) and the International Trade Center (16.7%). The balance of the funds are
contributed to the General Fund (50%) and pay for City operations.

« The SPLOST fund accounts for the receipts and use of local government shared revenues
(SPLOST proceeds) to be used for the acquisition of public safety equipment, construction or
improvement of capital facilities, drainage projects and beach improvements. These funds
are only to be used in capital projects.

The City of Tybee Island adopts annual budgets for its governmental funds. A budgetary comparison
statement has been provided for the general and the hotel motel tax funds and demonstrate
compliance with these budgets.
The basic governmental fund financial statements are presented on pages 17 to 24 of this report.

o Proprietary funds — The City charges customers for certain services it provides, whether to outside
customers or to other units within the City. These services are generally reported in proprietary

funds. Proprietary funds are reported in the same way that all activities are reported in the Statement
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THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
JUNE 30, 2009

of Net Assets and the Statement of Activities. The City’s enterprise funds are identical to the
business-type activities that are reported in the government-wide statements but provide more detail
and additional information such as cash flows. These are reported in the fund financial statements
and generally report services for which the City charges customers a fee. The City maintains three
enterprise funds: Water and Sewer, Solid Waste Collection, and the River's End RV Park and
Campground Fund.

The proprietary fund financial statements are presented on pages 25 to 28 of this report.

o Fiduciary funds — The City has one fiduciary fund. These types of funds are used to account for
assets held on behalf of outside parties, including other governments, or on behalf of other funds
within other governments. When these assets are held under the terms of a formal trust agreement,
a private purpose trust fund is used. The basic fiduciary fund financial statement is presented on
page 29 of this report.

Notes to the Basic Financial Statements

The financial statements include notes, which explain some of the information in the financial statements
and provide information that is more detailed. The notes are essential to a full understanding of the
government-wide and fund financial statements. The notes to the financial statements begin on page 30
of this report.

Supplementary Financial Information

In addition to the basic financial statements and accompanying notes, this report also presents combining
and individual fund statements and schedules. Combining and individual statements and schedules for
non-major funds are presented as supplementary financial information.

Compliance Section

The independent auditor’s report on internal control over financial reporting begins on page 59.

Financial Analysis of the City as a Whole

Net assets serve over time as a useful indicator of a government’s financial position. The City’s net
assets reflects its investment in capital assets. Capital assets are used to provide services. The City's

net assets at June 30, 2009 are $17,155,056. Our analysis below focuses on the net assets as
compared to the prior year.



THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
JUNE 30, 2009

Governmental Activities Business-type Activities Totals
# 2009 # 2008 # 2009 # 2008 # 2009 # 2008
Assets
Current and other assets  $ 6,118,414 $ 6,442,927 $ 1,485570 $ 848,484 $ 7,603,984 3% 7,291,411
Capital Assets 5,429,325 5,947,640 20,884,284 19,370,134 26,313,609 25,317,774
Total assets 11,547,739 12,390,567 22,369,854 20,218,618 33,917,593 32,609,185
Liabilities
Current liabilities 818,706 714,184 2,480,698 908,994 3,299,404 1,623,178
Long-term liabilities - 156,879 13,463,133 12,552,092 13,463,133 12,708,971
Total liabilities 818,706 871,063 15,943,831 13,461,086 16,762,537 14,332,149
Net assets
Invested in capital assets 5,429,325 6,414,429 6,750,065 6,828,810 12,179,390 13,243,239
Restricted 1,424,245 1,865,754 433,180 153,870 1,857,425 2,019,624
Unrestricted 3,875,463 3,239,321 (757,222) (225,148) 3,118,241 3,014,173
Total net assets $ 10,729,033 $ 11519504 $ 6,426,023 $ 6,757,532 $ 17,155,056  $ 18,277,036

Reviewing the net assets and net expenses of governmental and business-type activities separately, the
governmental activities net assets were $10,729,033 of which 50.6% are invested in capital assets.
These include property, buildings, parks, vehicles and equipment required by general government, public
safety, public works, culture, recreation (other than River's End RV Park) and community development.

The business-type activities net assets were $6,426,023 of which 105% are invested in capital assets
which include: property, infrastructure, plant in service, equipment and vehicles to provide services and
generate revenue for these funds. Additional information regarding this year’s activity in capital assets
may be found in Note 5 on pages 42 to 43.

The restricted net assets in the governmental activities, $1,424,245 represent SPLOST funds that must
be used only for capital outlays. The restricted net assets in the business-type activities, $433,180
represents resources in the water sewer fund that are subject to external restrictions on how they may be
used. The remaining balance of unrestricted net assets, $3,118,241 may be used to meet the
government’s ongoing obligation to citizens and creditors.

At June 30, 2009, the total unrestricted funds balance is equal to three and one third months of the
average maintenance and operation costs of the City. This is short of the goal of six months the City
Council determined to be a minimum requirement for the City to recover from a major weather event or
adverse economic climate.

The following table provides a summary of the City’s activities for the year ended June 30, 2009
compared with the year ended June 30, 2008:

-10 -



THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
JUNE 30, 2009

Summary of Changes in Net Assets

Governmental Activities Business-type Activities Totals
# 2009 # 2008 # 2009 # 2008 # 2009 # 2008
Revenues
Program revenues:
Charges for services $ 3,674,188 $ 1,481,081 $ 3,511,683 $ 1,364,319 $ 7,085871 $ 2,845,400
Operating grants and contributions - 3,425,332 - - - 3,425,332
Capital grants and contributions 60,717 - 9,234 60,717 9,234
General revenues:
Property taxes 2,833,885 1,043,952 - - 2,833,885 1,043,952
Other taxes 3,032,131 1,981,512 - - 3,032,131 1,981,512
Investment earnings 64,048 97,664 15,029 11,165 79,077 108,829
Gain on sale of capital assets 14,856 - - - 14,856
Total revenues 9,564,969 8,044,397 3,526,712 1,384,718 13,091,681 9,429,115
Expenses
Governmental activities:
General government 2,018,443 915,168 - - 2,018,443 915,168
Judicial 13,248 3,768 - - 13,248 3,768
Public safety and courts 2,268,033 1,054,720 - - 2,268,033 1,054,720
Public works 1,569,337 730,240 - - 1,569,337 730,240
Culture and recreation 2,958,969 4,161,830 - - 2,958,969 4,161,830
Community development 1,554,353 1,927,326 - - 1,554,353 1,927,326
Business-type activities:
Water and sewer service - - 2,057,926 877,301 2,057,926 877,301
Solid waste collection - - 815,213 421,854 815,213 421,854
Campground - - 958,138 482,165 958,138 482,165
Total expenses 10,382,383 8,793,052 3,831,277 1,781,320 14,213,660 10,574,372
Transfers (190,437) 190,437 - -
Change in net assets (817,414) (939,092) (304,565) (206,165) (1,121,979) (1,145,257)
Beginning net assets 11,546,447 12,458,596 6,730,588 - 18,277,035 12,458,596
Ending net assets $ 10,729,033 $ 11,519,504 6,426,023 (206,165) 17,155,056 11,313,339

The substantial increase in property tax revenues from $1,043,952 to $2,833,885 is due to the six month
collection period during FY2008 versus the twelve months of FY2009.

The average monthly charges for services increased from $246,846 to $297,849.This is due largely to
increased parking rates and fines.

Monthly charges for services in the business-type activities increased from $227,386 to $292,640. This is
due in part to the increase in campground rentals, and the temporary surcharge added to solid waste
bills.

FY2009 Campground operating revenue over operating expenses totaled $223,062 before debt service.
Debt service totaled $592,342. . The addition of camping cabins available for rent is expected to increase

revenue in the coming year.

The large decrease in expenditures for culture and recreation during FY2009 was due primarily to the
beach renourishment project that was completed in FY2008.
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THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
JUNE 30, 2009

Enterprise Funds

The financial summary of the City’s business-type activities for fiscal year 2009 are depicted below. Solid
Waste Fund incurred an operating loss, The Campground Fund had an operating profit, but a loss
resulted after interest expense on their revenue bonds was included. Management is optimistic that a
renegotiated contract for trash pick-up with a new vendor, and the addition of camping cabins at the
Campground will result in increased income in the coming fiscal years.

Water Sewer Fund Solid Waste Fund River's End RV Park Totals
2009 2008 2009 2008 2009 2008 2009 2008
Operating revenues $ 1,980,242 $ 671,633 $ 696,875 $ 279,475 $ 834,566 $ 413,211 $ 3,511,683 $ 1,364,319
Operating expenses 1,855,526 765,745 815,213 421,854 611,504 301,489 3,282,243 1,489,088
Operating income
(loss) 124,716 (94,112) (118,338) (142,379) 223,062 111,722 229,440 (124,769)

Nonoperating income

(expenses) (187,371) (100,391) - (346,634) (180,676) (534,005) (281,067)
Transfers in - - 187,000 3,437 - 190,437
Capital contributions 9,234 - - 9,234
Change in net

assets (62,655) (185,269) (118,338) 44,621 (123,572) (65,517) (304,565) (206,165)
Beginning net assets 6,973,803 7,237,602 (43,111) (61,580) (200,104) (134,587) 6,730,588 7,041,435
Prior Period Adj (51,586) (26,152) (77,738)
Ending net assets $ 6,911,148 $ 7,000,747 $ (161,449) $ (43,111) $ (323,676) $ (200,104) $  6,348285 $  6,835270

Economic Outlook

The U.S. Department of Labor, Bureau of Labor Statistics reports that employment in the Savannah MSA
topped 200,975 in August, 2007. 7,139 new jobs were added from year-end 2005 to 2006, a 4.4% gain
and unemployment in the area remains lower than the state average. The collections from Hotel Motel
Tax by the City of Tybee Island increased by 4.5% in 2007 compared to the prior years’ collections. The
Savannah Chamber of Commerce estimated that employment would rise by 2.2% in 2008, slightly higher
than the 2007 rate of increase. Although the tax digest showed a moderate increase in 2007, the
continuing stagnant real estate market in the area will likely impact the City’'s 2010 tax revenues
detrimentally.

Comprehensive Plan

The city has completed a comprehensive plan, also known as the Master Plan, which will have a large
part in driving the capital improvement budgets for coming years. After public review and comment, the
Plan was adopted in January, 2008.

Future Budget Highlights

The FY2010 Operating Budget and Capital Improvement Budgets were adopted on June 26, 2009.
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THE CITY OF TYBEE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
JUNE 30, 2009

Highlights include:
o City-wide Drainage Improvements; $865,022
o Sewer Line Improvements; $108,000
o Additional Beach Crossovers; $120,000

For more information, the 2010 Operating and Capital Budgets are available on the City’'s website on the
Finance page under General Administration.

Requests for Information

This financial report is designed to provide a general overview for the governmental operations of the City
of Tybee Island. Questions concerning any of the information provided in this report or requests for
additional financial information may be addressed to:

The City of Tybee Island
Finance Department
PO Box 2749
Tybee Island, GA 31328

www.cityoftybee.org

Diane D. Schleicher
City Manager

Mary M. Hogan, CPA
Director of Finance

December 2, 2009
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City of Tybee Island, Georgia

STATEMENT OF NET ASSETS — GOVERNMENT WIDE

ASSETS
Current assets
Cash and cash equivalents
Investments
Accounts receivable, net of allowances
Taxes receivable, net of allowances
Internal balances
Prepaid items
Total current assets
Restricted assets
Cash and cash equivalents
Investments
Capital assets
Nondepreciable capital assets
Depreciable capital assets, net
Other assets
Bond issuance costs, net

Total assets

LIABILITIES

Current liabilities

Accounts payable

Accrued expenses

Compensated absences payable

Accrued interest

Internal balances

Notes and bonds payable

Total current liabilities

Long-term liabilities

Notes and bonds payable

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt

Restricted for
Capital outly
Debt service

Unrestricted

Total net assets

Total liabilities and net assets

June 30, 2009

Primary Government

Governmental ~ Business-type
Activities Activities Total

$ 1,277,320 $ 297,456 $ 1,574,776
2,592,661 - 2,592,661
87,542 525,915 613,457
1,159,696 - 1,159,696
910,226 - 910,226
87,233 9,279 96,512
6,114,678 832,650 6,947,328
3,736 27,875 31,611
- 405,305 405,305
1,079,134 8,251,449 9,330,583
4,350,191 12,632,835 16,983,026
- 219,740 219,740
$ 11,547,739 $ 22,369,854 $ 33,917,593
$ 455,825 $ 618,093 $ 1,073,918
42,408 5,305 47,713
184,185 10,948 195,133
- 181,588 181,588
136,288 773,938 910,226
- 890,826 890,826
818,706 2,480,698 3,299,404
- 13,463,133 13,463,133
818,706 15,943,831 16,762,537
5,429,325 6,750,065 12,179,390
1,424,245 - 1,424,245
- 433,180 433,180
3,875,463 (757,222) 3,118,241
10,729,033 6,426,023 17,155,056
$ 11,547,739 $ 22,369,854 $ 33,917,593

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia

STATEMENT OF ACTIVITIES - GOVERNMENT WIDE

Year Ended June 30, 2009

Program Revenues

Net Revenue (Expense) and Changes in Net Assets

Operating Capital
Charges for Grants Grants and Governmental Business-type
Functions/Programs Expenses Services and Interest Contributions Activities Activities Total
Primary government
Governmental activities
General government $ 1997011 $ 1943624 $ - $ 13726  $ (39,661) $ - $ (39,661)
Judicial 13,248 - - - (13,248) - (13,248)
Public safety 2,268,033 1,213,994 - - (1,054,039) - (1,054,039)
Public works 1,569,337 - - - (1,569,337) - (1,569,337)
Culture and recreation 2,958,969 416,570 - 46,991 (2,495,408) - (2,495,408)
Housing and community development 1,554,353 - - - (1,554,353) - (1,554,353)
Other financing uses 21,432 - - - (21,432) - (21,432)
Total governmental activities 10,382,383 3,574,188 - 60,717 (6,747,478) - (6,747,478)
Business-type activities
Water and sewer 2,057,926 1,980,242 - - - (77,684) (77,684)
Sanitation collection 815,213 696,875 - - - (118,338) (118,338)
Campground 958,138 834,566 - - - (123,572) (123,572)
Total business type activities 3,831,277 3,511,683 - - - (319,594) (319,594)
Total primary government $ 14213660 $ 7085871 $ - $ 60,717 (6,747,478) (319,594) (7,067,072)
General revenues
Property taxes 2,833,885 - 2,833,885
Sales taxes 1,315,439 - 1,315,439
Franchise taxes 356,390 - 356,390
Hotel/Motel taxes 1,356,210 - 1,356,210
Other taxes 4,092 - 4,092
Unrestricted investment earnings 64,048 15,029 79,077
Other financing sources - - -
Transfers - - -
Total general revenues and transfers 5,930,064 15,029 5,945,093
Change in net assets (817,414) (304,565) (1,121,979)
Net assets, beginning of year 11,546,447 6,730,588 18,277,035
Net assets, end of year $ 10,729,033 $ 6,426,023 $ 17,155,056

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia
BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2009

Hotel/ Nonmajor Total
General Motel SPLOST Emergency Governmental
Fund Tax Fund Fund 911 Fund Funds
ASSETS
Cash and cash equivalents $1,163,282 $ 72,491 $ 45,240 $ (3693) $ 1,277,320
Investments 1,221,539 - 1,371,122 - 2,592,661
Receivables, net 87,268 - 274 - 87,542
Taxes receivable 906,703 252,993 - - 1,159,696
Interfund 906,353 - 3,873 - 910,226
Prepaid items 87,176 - - 57 87,233
Restricted cash 3,736 - - - 3,736
Total assets $4,376,057 $ 325484 $1,420509 $ (3,636) $ 6,118,414
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ 257821 $ 197458 $ - $ 546 $ 455,825
Accrued expenditures 42,408 - - - 42,408
Deferred revenues 442,327 - - - 442 327
Interfund payable 3,873 128,026 - 4,389 136,288
Total liabilities 746,429 325,484 - 4,935 1,076,848
Fund balances
Reserved for
Prepaid items 87,176 - - 57 87,233
Designated, reported in:
Capital projects fund 3,736 - 1,420,509 - 1,424,245
General fund 3,538,716 - - (8,628) 3,530,088
Total fund balances 3,629,628 - 1,420,509 (8,571) 5,041,566
Total liabilities and fund balances $4,376,067 $ 325484 $1,420509 $ (3,636) $ 6,118,414

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia

RECONCILIATION OF THE BALANCE SHEET — GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS — GOVERNMENT WIDE

June 30, 2009

Total governmental fund balances $ 5,041,566

Amounts reported for governmental activities in the
statement of net assets are different because

Capital assets used in governmental activities are not financial resources
and, therefore, not reported in the funds. However, in the
statement of net assets the cost of these assets
are capitalized and expensed over their estimated lives through
annual depreciation expense.
Cost of capital assets $ 9,051,418
Less accumulated depreciation (3,624,076) 5,429,325

Compensated absence liabilities are not due and payable at year-end
and therefore are not reported in the governmental funds. (184,185)

Other assets are not available to pay for current-period expenditures and
therefore are deferred in the governmental funds. 442,327

Net assets of governmental activities $ 10,729,033

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES — GOVERNMENTAL FUNDS

Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest
Other revenues

Total revenues

Expenditures
Current

General government
Judicial
Public safety
Public works
Culture and recreation
Housing and community development
Captial outlay

Total expenditures
over (under) expenditures
Other financing sources (uses)
Transfers in
Transfers out
Sale of capital assets
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

Year Ended June 30, 2009

Hotel/ Nonmajor Total
General Motel SPLOST Emergency Governmental

Fund Tax Fund Fund 911 Fund Funds
$4,232,919 $ 1,356,210 $ - $ - $ 5,589,129
200,930 - - - 200,930
29,371 - 17,620 - 46,991
1,943,624 - - 79,104 2,022,728
1,134,890 - - - 1,134,890
60,924 - 3,124 - 64,048
229,366 - - - 229,366
7,832,024 1,356,210 20,744 79,104 9,288,082
1,478,695 - - - 1,478,695
13,248 - - - 13,248
2,181,697 - 4,899 81,437 2,268,033
1,543,142 - 26,195 - 1,569,337
2,950,393 678,095 - 3,628,488
876,238 - - - 876,238
- - 8,576 - 8,576
9,043,413 678,095 39,670 81,437 9,842,615
(1,211,389) 678,115 (18,926) (2,333) (554,533)
1,104,434 - - - 1,104,434
(21,453) (678,115) (426,319) - (1,125,887)
16,890 - - - 16,890
1,099,871 (678,115) (426,319) - (4,563)
(111,518) - (445,245) (2,333) (559,096)
3,741,146 - 1,865,754 (6,238) 5,600,662
$ 3,629,628 $ - $1420509 $ (8571) $ 5,041,566

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENT FUNDS TO THE
STATEMENT OF ACTIVITIES - GOVERNMENT WIDE

Year Ended June 30, 2009

Net changes in governmental fund balances $  (559,096)

Amounts reported for governmental activities in the
statement of activities are different because

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets are allocated over their estimated useful lives as
depreciation expense. This is the amount by which capital
outlay exceeded depreciation expense in the current period.
Depreciation expense $ (577,905)
Capitalizable costs 59,590 (518,315)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the statement of revenues and expenditures

of the governmental funds 276,887
The net effect of the sale of fixed assets is to decrease net assets (16,890)
Change in net assets of governmental activities $ (817,414)

The accompanying notes are an integral part of these financial statements
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Taxes
Property taxes
Local option sales tax
Franchise tax
Insurance premiums tax
Alcholic beverage excise tax
Real estate transfer tax
Occupational taxes

Total taxes

Licenses and permits
Regulatory fees
Building permits
Building inspections
Zoning variance requests fees
Other

Total licenses and permits
Intergovernmental
Charges for services:

Parking fees
Other charges for services

Total charges for services

Fines and forfeitures
Municipal fines
Parking fines and violations

Total fines and forfeitures
Interest income
Miscellaneous

Contributions
Rents and royalties

GMA direct leases
Other

Total miscellaneous

Total revenues

City of Tybee Island, Georgia

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL

Year Ended June 30, 2009

Variance

Original Final Over /Under
Budget Budget Actual Final Budget
$ 2,442,375 $ 2,442375 $ 2344651 $ (97,724)
1,200,000 1,200,000 1,035,262 (164,738)
376,000 376,000 356,390 (19,610)
197,000 197,000 189,844 (7,156)
260,000 260,000 233,354 (26,646)
24,000 24,000 22,503 (1,497)
54,400 54,400 50,915 (3,485)
4,553,775 4,553,775 4,232,919 (320,856)
70,500 70,500 120,770 50,270
42,000 42,000 36,905 (5,095)
12,000 12,000 12,871 871
450 450 1,263 813
11,160 11,160 29,121 17,961
136,110 136,110 200,930 64,820
170,000 170,000 29,371 (140,629)
1,760,000 1,760,000 1,649,877 (110,123)
299,400 299,400 293,747 (5,653)
2,059,400 2,059,400 1,943,624 (115,776)
500,000 500,000 853,399 353,399
350,000 350,000 281,491 (68,509)
850,000 850,000 1,134,890 284,890
156,256 156,256 60,924 (95,332)
14,000 14,000 13,726 (274)
238,200 230,200 4,984 (225,216)
1,090,787 1,072,037 - (1,072,037)
184,961 184,961 210,656 25,695
1,527,948 1,501,198 229,366 (1,271,558)
$ 9,453,489 $ 9,426,739 $ 7,832,024 $ (1,738,702)

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL - CONTINUED

Year Ended June 30, 2009

Variance
Original Final Over/Under
Budget Budget Actual Final Budget
Expenditures

General Government

Governing body $ 91,430 $ 91430 $ 108423 $ (16,993)

Clerk of council 115,037 116,016 101,652 14,364

City Manager 154,960 147,960 141,604 6,356

Financial administration 424,812 416,812 388,092 28,720

Legal 110,000 110,000 147,412 (37,412)

Information technology 292,536 260,536 292,278 (31,742)

Human resources 98,671 97,671 92,741 4,930

Building and plant maintenance 324,972 324,972 206,493 118,479
Total general government 1,612,418 1,565,397 1,478,695 86,702
Judicial

Municipal court 10,500 10,500 13,248 (2,748)
Total judicial 10,500 10,500 13,248 (2,748)
Public safety

Police administration 1,849,135 1,852,924 1,686,803 166,121

Beach patrol 142,320 142,320 106,279 36,041

Fire administration 382,452 284,692 273,035 11,657

Emergency management 112,693 106,693 115,580 (8,887)
Total public safety 2,486,600 2,386,629 2,181,697 204,932
Public works

General operations 1,985,376 1,773,683 1,499,882 273,801

Solid waste collection 450,000 45,000 43,260 1,740
Total public works 2,435,376 1,818,683 1,543,142 275,541
Culture and recereation

General operations 182,857 164,307 134,770 29,537

Recreation centers 198,275 165,275 165,275 -

Beach, lifeguards, dunes 978,209 950,164 2,462,592 (1,512,428)

Parks administration 247,400 247,400 187,756 59,644
Total culture and recreation 1,606,741 1,527,146 2,950,393 (1,423,247)

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL - CONTINUED

Year Ended June 30, 2009

Variance
Original Final Over/Under
Budget Budget Actual Final Budget
Zoning and inspection 594,663 744,960 493,444 251,516
Community Development Projects 615,000 - - -
Parking 419,954 414,954 382,794 32,160
Total housing and development 1,629,617 1,159,914 876,238 283,676
Total expenditures 9,781,252 8,468,269 9,043,413 (575,144)
Excess (deficiency) of revenues over
(under) expenditures (327,763) 958,470 (1,211,389) (1,163,558)
Other financing sources (uses):
Financing uses (849,725) (849,725) - 849,725
Transfers in 703,000 703,000 1,104,434 401,434
Transfers out - - (21,453) (21,453)
Sale of capital assets - 50,000 16,890 (33,110)
Total other financing sources (uses) (146,725) 703,000 1,099,871 1,196,596
Net change in fund balance (474,488) 1,661,470 (111,518) 33,038
Fund balances, beginning of year 3,741,146 3,741,146 3,741,146 -
Fund balances, end of year $ 3,741,146 $ 3,741,146 $ 3,629,628 $ 111,518

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia
HOTEL/MOTEL TAX FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET (GAAP BASIS) AND ACTUAL

Year Ended June 30, 2009

Budgeted
Amounts Variance
Original and with Final
Final Actual Budget
Revenues:
Taxes $ 1,400,000 $ 1,352,291 $  (47,709)
Other revenues 3,000 3,919 919
Total revenues 1,403,000 1,356,210 (46,790)
Expenditures
Current:
Culture and recreation 700,000 678,095 21,905
Total expenditures 700,000 678,095 21,905
Excess of revenues over expenditures 703,000 678,115 (24,885)
Other financing (uses):
Transfers out 703,000 678,115 24,885
Total other financing (uses) 703,000 678,115 24,885
Net change in fund balance - - -
Fund balances, beginning of year - - -
Fund balances, end of year $ - $ - $ -

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia

STATEMENT OF NET ASSETS - PROPRIETARY FUND

June 30, 2009

Business-type Activities - Enterprise Funds

Water and Solid Waste Rivers End
Sewer Fund Collection Fund RV Park Fund Totals
ASSETS
Current assets
Cash and cash equivalents $ 948,179 $ (224982) % (425,741) % 297,456
Accounts receivable, net of allowances 396,663 129,252 - 525,915
Prepaid items 6,489 - 2,790 9,279
Total current assets 1,351,331 (95,730) (422,951) 832,650
Restricted assets
Restricted cash 27,875 - - 27,875
Investments 405,305 - - 405,305
Capital assets
Nondepreciable capital assets 1,381,449 - 6,870,000 8,251,449
Depreciable capital assets, net 12,202,798 - 430,037 12,632,835
Other Assests
Bond issuance costs, net 97,762 - 121,978 219,740
Total assets $ 15,466,520 $ (95,730) $ 6,999,064 $ 22,369,854
LIABILITIES
Current liabilities
Accounts payable $ 530,354 $ 65,719 $ 22,019 $ 618,092
Accrued expenses 3,804 - 1,502 5,306
Compensated absences payable 4,299 - 6,649 10,948
Accrued interest 37,987 - 143,601 181,588
Interfund payable 314,969 - 458,969 773,938
Notes payable 650,826 - 240,000 890,826
Total current liabilities 1,542,239 65,719 872,740 2,480,698
Long-term liabilities
Notes payable, net of current portion 7,013,133 - 6,450,000 13,463,133
Total long-term liabilities 7,013,133 - 6,450,000 13,463,133
Total liabilities 8,555,372 65,719 7,322,740 15,943,831
NET ASSETS
Invested in capital assets, less related debt 6,018,050 - 732,015 6,750,065
Restricted for
Capital projects 27,875 - - 27,875
Debt service 405,305 - - 405,305
Unrestricted 459,918 (161,449) (1,055,691) (757,222)
Total net assets 6,911,148 (161,449) (323,676) 6,426,023
Total liabilities and net assets $ 15,466,520 $ (95,730) $ 6,999,064 $ 22,369,854

The accompanying notes are an integral part of these financial statements.
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City of Tybee Island, Georgia

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS - PROPRIETARY FUND

Year Ended June 30, 2009

Business-type Activities - Enterprise Funds

Water and Solid Waste Rivers End
Sewer Fund Collection Fund RV Park Fund Totals
Operating revenues
Charges for services:
Water charges $ 875,728 $ - $ - $ 875,728
Sewer charges 978,839 - - 978,839
Tapping fees 4,950 - - 4,950
Other 120,725 - - 120,725
Sanitation collection revenue - 696,875 - 696,875
Camping rental fees - - 834,566 834,566
Total operating revenues 1,980,242 696,875 834,566 3,511,683
Operating expenses
Personnel services 343,448 - 279,082 622,530
Administrative 144,000 - 18,000 162,000
Utilities 39,802 - 77,571 117,373
Supplies 306,843 - 71,240 378,083
Repairs and maintenance 243,284 - 44,382 287,666
Sanitation services - 807,699 - 807,699
Miscellaneous 330,725 7,514 104,840 443,079
Amortization 11,595 - - 11,595
Depreciation 435,829 - 16,389 452,218
Total operating expenses 1,855,526 815,213 611,504 3,282,243
Operating income (loss) 124,716 (118,338) 223,062 229,440
Nonoperating revenues (expenses)
Interest revenue 15,029 - - 15,029
Interest expense (202,400) - (346,634) (549,034)
Loss on disposal of capital assets - - - -
Net nonoperating revenues (expenses) (187,371) - (346,634) (534,005)
Change in net assets (62,655) (118,338) (123,572) (304,565)
Net assets, beginning of year 6,973,803 (43,111) (200,104) 6,730,588
Net assets, end of year $ 6,911,148 $ (161,449) $ (323,676) $ 6,426,023

The accompanying notes are an integral part of these financial statements.

-25-



City of Tybee Island, Georgia

STATEMENT OF CASH FLOWS - PROPRIETARY FUND

Year Ended June 30, 2009

Cash flows from operating activities
Cash received from customers
Cash payments to employees
Cash payments to suppliers

Net cash provided by (used in) operating activities
Cash flows from capital and related financing activities
Acquisition and construction of capital assets
Principal paid on bonds
Funding from note payable
Interest paid
Interfund payable
Net cash used in capital and related financing activities
Cash flows from investing activities
Net increase in investment securities
Interest earned on investments
Net cash used in investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Classified as:
Cash and cash equivalents
Cash and cash equivalents, restricted

Total cash and cash equivalents

Business-type Activities - Enterprise Funds

Water and Solid Waste Rivers End

Sewer Fund  Collection Fund RV Park Fund Total
$ 1,870,001 $ 685,973 $ 834,566 $ 3,390,540
(492,992) - (304,409) (797,401)
(977,078) (911,774) (319,051) (2,207,903)
399,931 (225,801) 211,106 385,236
(1,921,184) - (45,185)  (1,966,369)
(358,752) - (230,000) (588,752)
2,401,387 - - 2,401,387
(179,359) - (342,875) (522,234)
- - (19,467) (19,467)
(57,908) - (637,527) (695,435)
(17,857) - - (17,857)
15,029 - - 15,029
(2,828) - - (2,828)
339,195 (225,801) (426,421) (313,027)
636,859 819 680 638,358
$ 976,054 $ (224,982) $ (425,741) $ 325331
$ 948,179 $ (224,982) $ (425741) $ 297,456
27,875 - - 27,875
$ 976,054 $ (224,982) $ (425741) $ 325331

(continued)
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City of Tybee Island, Georgia

STATEMENT OF CASH FLOWS - PROPRIETARY FUND - CONTINUED

Year Ended June 30, 2009

Business-type Activities - Enterprise Funds

Reconciliation of operating income (loss) to net cash provided by (used in) operating activities

Operating income (loss)

Adjustments

Depreciation

Amortization
Change in accounts receivable
Change in prepaid items
Change in accounts payable
Change in accrued expenses
Change in compensated absences payable

Net cash provided by (used in) operating activities

Water and Solid Waste Rivers End
Sewer Fund  Collection Fund RV Park Fund Total
$ 124,716 $ (118,338) $ 223,062 $ 229,440
435,829 - 16,389 452,218
11,595 - - 11,595
(110,241) (10,902) - (121,143)
31,852 - 3,604 35,456
(88,276) (96,561) (24,622) (209,459)
1,105 - (7,327) (6,222)
(6,649) - - (6,649)
$ 399,931 $ (225,801) $ 211,106 $ 385,236

The accompanying notes are an integral part of these financial statements
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City of Tybee Island, Georgia

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
FIDUCIARY FUND

June 30, 2009

Agency
Fund
Municipal
Court
ASSETS
Cash and cash equivalents $ 31,802
Total assets $ 31,802
LIABILITIES

Due to others $ 31,802
Total liabilities $ 31,802

The accompanying notes are an integral part of these financial statements

-28 -



City of Tybee Island, Georgia
NOTES TO THE BASIC FINANCIAL STATEMENTS

June 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of Tybee Island, Georgia (the “City”) have been
prepared in conformity with accounting principles generally accepted in the United States of
America (“GAAP”) as applied to government units. The Governmental Accounting
Standards Board (“GASB”) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The City also applies Financial
Accounting Standards Board (“FASB”) statements and interpretations issued on or before
November 30, 1989 to its governmental and business-type activities at the government-wide
financial reporting level and to its proprietary fund at the fund reporting level, provided they
do not conflict with or contradict GASB pronouncements. The most significant accounting
principles utilized by the City are described below.

1. Reporting Entity

The City of Tybee Island was incorporated October 15, 1887. The City operates under the
Council-Manager form of government and provides the following services to its citizens as
authorized by its charter: public safety (police and fire), highways and streets, sanitation,
culture and recreation, planning and zoning, and general and administrative services. As
required by generally accepted accounting principles, the financial statements of the
reporting entity include the accounts of all City operations and all activities of the City.

Based upon the criteria set forth by the Governmental Accounting Standards Board (GASB)
Statement 14 “The Financial Reporting Entity”, the City was determined to have no
component units as of June 30, 20009.

2. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement
of activities) report information on all of the nonfiduciary activities of the primary
government. The effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that
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City of Tybee Island, Georgia
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED

June 30, 2009

are clearly identifiable with a specific function or segment. A function is an assembly of
similar activities and may include portions of a fund or summarize more than one fund to
capture the expenses and program revenues associated with a distinct functional activity.
Program revenues include: (1) charges for services that report fees and other charges to users
of the City’s services; (2) operating grants and investment earnings; and (3) capital grants
and contributions that fund the acquisition, construction or rehabilitation of capital assets.
These revenues are subject to externally imposed restrictions to these program uses. For
identifying to which function program revenue pertains, the determining factor for charges
for services is which function generates the revenue. For grants and contributions, the
determining factor is to which function the revenues are restricted. Taxes and other items not
properly included among program revenues are reported instead as general revenues of the
City. The comparison of direct expenses with program revenues identifies the extent to
which each governmental function and each identifiable business activity is self-financing or
draws from the general revenues of the City.

Separate financial statements are provided for governmental funds and proprietary funds.
Governmental funds include general and special revenue funds. Proprietary funds include
the enterprise funds. Major individual governmental funds and major individual enterprise
funds are reported as separate columns in the governmental fund financial statements.

. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the City considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.
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City of Tybee Island, Georgia
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED

June 30, 2009

In accordance with GASB Statement No. 33, “Accounting and Financial Reporting for
Nonexchange Transactions”, the corresponding assets (receivables) in nonexchange
transactions are recognized in the period in which the underlying exchange occurs, when an
enforceable legal claim has arisen, when all eligibility requirements have been met, or when
resources are received, depending on the revenue source.

The format of the governmental fund financial statements has been modified by GASB
Statement No. 34. Major individual governmental funds and major individual enterprise
funds are reported as separate columns in the fund financial statements. GASB Statement No.
34 also requires, as required supplementary information, Management’s Discussion and
Analysis which includes an analytical overview of the City’s financial activity.

Measurement Focus, Basis of Accounting and Financial Statement Presentation - continued
The City reports the following major governmental funds:

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

The Hotel/Motel Tax Fund accounts for the Hotel/Motel accommodation excise tax
receipts and distributions to tourism promoting organizations as required by agreements
with these organizations.

The SPLOST Fund accounts for the proceeds of a one percent Special Purpose Local
Option Sales Tax. Funds are used for: road improvements; public safety projects;
recreation projects; water and sewer projects; and public building projects. Previous
SPLOST was levied in 2003. As of June 30, 2009 the majority of the SPLOST
proceeds have been expended for its intended purposes. Remaining SPLOST proceeds
unspent as of June 30, 2009 is $1,416,362.

The City reports the following major proprietary funds:
The Water and Sewer Fund accounts for the provision of water and sewer services to

the residents of the City. All activities necessary to provide such services are accounted
for in this fund.
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City of Tybee Island, Georgia
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED

June 30, 2009

The Solid Waste Collection Fund accounts for the provision of sanitation collection
services to the residents of the City. All activities necessary to provide such services are
accounted for in this fund.

The Rivers End RV Park Fund accounts for the revenues and operating costs of the
City’s Rivers End RV Park. All activities necessary to provide such services are
accounted for in this fund.

Additionally, the City reports the following fund types:

The agency fund is used to account for the collection and disbursement of monies by
the City’s Municipal Court on behalf of other governments and individuals.

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in both the government wide and proprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of the
Governmental Accounting Standards Board. Governments also have the option of following
subsequent private-sector guidance for their business-type activities and enterprise funds,
subject to this same limitation. The City has elected not to follow subsequent private-sector
guidance.

Amounts reported as program revenues include 1) charges for services provided, 2) operating
grants and contributions, and 3) capital grants and contributions. Internally dedicated
resources are reported as general revenues rather than as program revenues. Likewise,
general revenues include all taxes.

Enterprise funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with enterprise fund’s water and sewer, solid waste
collection, and Rivers End RV Park services. Operating expenses for an enterprise fund
includes the cost of sales and services, administrative expenses and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to

use restricted resources in accordance with its intended use first, then unrestricted resources
as they are needed
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City of Tybee Island, Georgia
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED

June 30, 2009

5. Budgets and Budgetary Accounting

Budgets are adopted on a basis consistent with accounting principles generally accepted in
the United States of America. Annual appropriated budgets are adopted for the General
Fund, the Hotel/Motel Tax Fund, the Emergency 911, the SPLOST Fund, the Water and
Sewer Fund, the Solid Waste collection Fund, and the Rivers End RV Park Fund. All
appropriations lapse at the end of the June 30 fiscal year. Revenues and expenditures of the
Capital Projects Fund are budgeted on a project length basis and are, therefore, excluded
from presentation in the financial statements.

Encumbrance accounting, under which purchase orders, contracts, and other commitments
for the expenditure of moneys are recorded in order to reserve that portion of the applicable
appropriation, is not employed by the City of Tybee Island because it is at present not
considered necessary to assure effective budgetary control or to facilitate effective cash
planning and control.

6. Deposits and Investments

For purposes of the statements of cash flows, the City considers all highly liquid investments
(including restricted assets) with original maturities of three months of less to be cash
equivalents.

State statutes authorize the City to invest in obligations of the U.S. Government and agencies
of corporations of the U.S. Government; obligations of any state; obligations of any political
subdivision of any state; certificates of deposit or time deposits of any national state bank or
savings and loan which have deposits insured by the FDIC or FSLIC; prime bankers’
acceptances; repurchase agreements; and the Local Government Investment Pool of the State
of Georgia (“Georgia Fund 17). Georgia Fund 1 was created under OCGA 36-83-8 and
operates in a manner consistent with Rule 2a-7 of the Investment Company Act of 1940 and
is considered to be a 2a-7 like Pool. The Pool is not registered with the SEC as an investment
company. The Pool’s primary objectives are safety of capital, investment income, liquidity
and diversification while maintaining principal ($1 per share value). Net asset value is
calculated weekly to ensure stability. The Pool distributes earnings (net of management fees)
on a monthly basis and determines participants’ shares sold and redeemed based on $1 per
share. The fair value of the City’s position in the Pool is the same as the value of Pool shares
($1 per share value). The regulatory oversight agency for Georgia Fund 1 is the Office of
Treasury and Fiscal Services of the State of Georgia.
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Investments are reported at fair value, valued on quoted market values. Short-term
investments are reported at cost, which approximates fair value. Securities traded on a
national or international exchange are valued at the last reported sales price at current
exchange rates. Mortgages are valued on the basis of future principal and interest payments,
and are discounted at prevailing interest rates for similar instruments. The fair value of real
estate is based on independent appraisals. Investments that do not have an established
market are reported at estimated fair values.

The credit risk associated with the City’s investments is primarily due to the City’s reliance
upon securities of the U.S. Government and its agencies. As with any fixed income
portfolio, there exists market price risk in a changing interest rate environment, and some of
the City’s investments are subject to decline in fair value as interest rates increase. This
exposure is focused largely within certain classes of mortgage-backed securities, such as
collateralized mortgage obligations. The City invests in these securities in part to maximize
yields and in part to hedge against payments on underlying mortgages. Therefore, they are
sensitive to prepayments by mortgagees, which may result from a decline in interest rates.
The mortgage-backed securities are reported in aggregate as mortgage-backed securities in
the disclosure of investments.

. Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding
at the end of the fiscal year are referred to as either “due to/from other funds” (i.e., the
current portion of interfund loans) or “advances to/from other funds” (i.e., the noncurrent
portion of interfund loans). All other outstanding balances between funds are reported as
“due to/from other funds.” Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial
statements as “internal balances.”

All receivables are reported at their gross value and, where appropriate, are reduced by the
estimated portion that is expected to be uncollectible.

. Prepaid ltems
Payments made to vendors for services that will benefit periods beyond June 30, 2009 are

recorded as prepaid items using the consumption method by recording an asset for the
prepaid amount and reflecting the expenditure/expense in the year in which services are
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consumed. Prepaid items of governmental funds in the fund financial statements are offset
by an equal amount in the fund balance to indicate that they are not available for general
appropriation.

9. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or
business-type activities column in the government-wide financial statements. Capital assets
are defined by the City 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 market value at the date of donation.

In the case of initial capitalization of general infrastructure assets (i.e., those reported by
governmental activities), the City chose not to include all such items regardless of their
acquisition date, but rather only those infrastructure assets acquired subsequent to the
adoption of GASB No. 34 as allowed by GASB. As the City constructs or acquires
additional capital assets each period, including infrastructure assets, they are capitalized and
reported at historical cost. The costs of normal maintenance and repairs that do not add to
the value of the assets or materially extend useful lives are expensed as incurred.

Capital assets of the primary government are depreciated using the straight-line method over
the following estimated useful lives:

Description Estimated Lives
Land improvements 20 years
Buildings 10 - 40 years
Machinery & equipment 5 - 20 years
Utility plant 20 - 50 years

10. Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. There is no liability for non-vesting accumulated rights to receive sick pay
benefits since the City does not have a policy to pay any amounts when employees separate
from service with the City. All vacation pay is accrued when incurred in the government-
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wide and proprietary fund financial statements. A liability for these amounts is reported in
the governmental funds only if they have matured, for example, as a result of employee
resignations and retirements.

11. Long-Term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type
statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the related term of the bonds using the effective yield method, which
approximates the effective interest method. Bonds payable are reported net of the applicable
discount or premium. Issuance costs are reported as deferred charges.

Notes payable of proprietary fund types are reported as liabilities at their outstanding value.

In the governmental fund financial statements, governmental fund types recognize bond
premiums and discounts, as well as bond issuance costs, during the current period. The face
amount of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

12.  Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for
use for a specific purpose. Designations of fund balance represent tentative management
plans that are subject to change. Net assets restricted for capital outlay on the Statement of
Net Assets — Government Wide relate to those funds reserved for SPLOST activities. Net
assets restricted for debt service on the Statement of Net Assets — Government Wide related
to those funds reserved and other escrows held in accordance with notes and bonds payable.

13. Management Estimates
The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and
assumption that affect the reported amounts of assets and liabilities and disclosures of
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contingent assets and liabilities at the date of financial statements and the reported amounts
of assets and liabilities during the reporting period. Actual results could differ from those
estimates.

14. Subsequent Events

In April 2009, the GASB issued GASB No. 56 “Codification of Accounting and Financial
Reporting Guidance Contained in the AICPA Statements on Auditing Standards.” This
standard incorporates governmental accounting literature regarding the recent AICPA
pronouncement including subsequent events. That standard incorporates into authoritative
accounting literature certain guidance that already existed within generally accepted auditing
standards, with the requirements concerning recognition and disclosure of subsequent events
remaining essentially unchanged. This guidance addresses events which occur after the
balance sheet date but before the issuance of financial statements. Under GASB No.56, as
under previous practice, an entity must record the effects of subsequent events that provide
evidence about conditions that existed at the balance sheet date and must disclose but not
record the effects of subsequent events which provide evidence about conditions that existed
after the balance sheet date. This standard added an additional required disclosure relative to
the date through which subsequent events have been evaluated and whether that is the date
on which the financial statements were issued or were available to