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Independent Auditor's Report

Members of the City Counail
City Of Pharr, Texas

201 West Park Avenue
Pharr, Texas 78577

Members of the Members of the City Council:

| have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of City Of Pharr, Texas as of and for the year ended
September 30, 2007, which collectively comprise the City Of Pharr, Texas's basic financial statements and
have issued my report thereon dated January 15, 2008. | conducted my 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. -

In planning and performing my audit, | considered City Of Pharr, Texas's internal control over financial
reporting in order to determine my auditing procedures for the purpose of expressing my opinions on the
financial statemenis and not to provide an opinion on the internal control over financial reporting. However, |
noted certain matiers involving the internal control over financial reporting and its operation that | consider to
be reportable conditions. Reportable conditions involve matters corting to my attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting that, in my judgment,
could adversely affect City Of Pharr, Texas's ability to record, process, summarize and report financial data
consistent with the assertions of management in the basic financial statements. Reportable conditions are
described in the accompanying schedule of findings and questioned costs as items §7-1, 07-2, 07-3, 07-4,

07-5, 07-6 and 07-7.

A material weakness is a reportable condition in which the design or cperation-of ohe or more of the infernal
control components does not reduce to a relatively iow level the risk that misstatements caused by efror or -
fraud in amounts that would be material in relation to the financial statements being audited may occur and
not be detected within a timely pericd by employees in the normal course of performing. their assigned
functions. My consideration of the internal control over financial reporting would riot necessarily disclose all
matiers in the internal control that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered o be material weaknesses. However, of the
reportable conditions described above, | considered items 07-1, 07-2, 07-3, 07-4, 07-5, 076 and 07-7
to be material weaknesses. '

Compliance and Other Matters

As part of obtaining reasonable  assurance about whether City Of Pharr, Texas's financial statements are
free of material misstatement, | performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncempliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit, and accordingly, | do not express such an opinion. The results
of my fests disclosed instances of noncompliance or other matters that are required to be reported under
Government  Auditing  Standards which are described in  the accompanying  schedule
of findings and questioned costs. | also noted certain immaterial instances of noncampliance
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that | have reported to management of City Of Pharr, Texas in a separate letter dated January 15, 2008.

} also noled other matters that | reporied to management of City Of Pharr, Texas in a separate lefter dated
January 15, 2008.

This report is intended sclely for the information and use of management, others within the organization, the
Members of the City Councll, and federal awarding agencies and pass-through entities and is not intended fo
be and should not be usad by anyone other than these specified parties.

© Oscar R. Gonzalez CPA

January 15, 2008
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Independent Auditor's Report

Members of the City Council
City Of Pharr, Texas

201 West Park Avenue
Pharr, Texas 78577

Members of the Members of the City Councit:

I have audited the cempliance of City Of Pharr, Texas with the types of compliance requirements described in
the U. S. Office of Management and Budget {OMB) Circutar A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended September 30, 2007. City OF Phayr
Texas's major federal programs are identified in the Summary of auditor's results section of the
accompanying schedule of findings and questioned costs, Compliance with the requirements of laws,
regutations, contracts and grants applicable to each of its major federal programs is the responsibility of City
Of Pharr, Texas's management. My responsibility is to exXpress an opinion on City Of Pharr, Texas's
compliance based on my audit.

I conducted my"audit of compliance in accordance with auditing standards generally accepted in the United

-- States  of America; the standards applicable to financial audits contained in Govemment Auditing

Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Govemments, and Non-Profft Organizations. Those standards and OMB Circular A-133
require that i plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and materiai effect on g
major federal program occurred, An audit includes examining, on a lest basis, evidence about City Of Pharr,
Texas's compliance with thuse requirements and performing such other procedures as | considered
necessary in the circumstances. | believe that my audit provides a reasonable basis for my opinion. My audit
does not provide a fegal determination on City Of Pharr, Texas's compliance with those requirements,

In my apinion, City Of Pharr, Texas complied, in all material respects, with the requiremnents referred to above
that are applicable to each of its méjor federal programs for the year ended September 30, 2007.

to determine my auditing procedures for the purpose of expréssing Mty opiniort on compliance and {o test and
report on the internal control over compiiance in accordance with OMB Circutar A-1 33,

I noted certain matters invelving the internal conrol over compliance and its operation that 1 consider to he
feportable conditions. Reportable conditions involve matters coming to my attention relating to significant
deficiencies in the design or operation of the internal contral over compliance that, in my judgment, could
adversely affect City Of Pharr, Texas's ability fo administer a major federal program in accordance with the
applicable requirements of laws, regufations, contracts and grants. Reportable conditions are described in
the accompanying schedule of findings and questioned costs as ltems 07-1, 07-2, 07-3, 07-4, 07-5, and 07-6.
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repertable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
censidered fo be material weaknesses, However, of the reportable conditions described above, | consider
items 07-1, 07-2, 07-3, 07-4 and 07-5 to be material weaknesses.

This report is intended solely for the information and use of management, others within the organization, the

Members of the City Council, ang federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone cther than these specified parties,

7, A % Gt
Oscar R. Gonzalez CPA ~

January 15, 2008
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CITY OF PHARR, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

A. Summary of Auditor's Results
1. Financial Statements
Type of auditor's report issued:
Internal control over financial reporting:
One or more material weaknesses identified?

One or more significant deficiencies identified that
are not considered to be material weaknesses?

Noncompliance material to finiancial
statements noted?

2. Federal Awards
Internal control over major programs:
One or more material weaknesses identified?

One or more significant deficiencies identified that
are not corisidered to be material weaknesses?

Type of auditor's report issued on com pliance for
major programs;

Any audit findings disclosed that are required
to be reported in accordance with section 51 0(a)
of Gircutar A-1337? ’

Identification of major programs:

X Yes’

X Yes

Unqualified

Yes

CFDA Number(s) Name of Federaé Program or Cluster
14218 ' Communit;f Development Block Grant
Dollar threshold used to distinguish between
type A and type B programs: $300,000
Auditee qualified as low-risk auditee? Yes

B. Financial Statement Findings
NONE
C. Federal Award Findings and Questioned Costs

NONE
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- CITY OF PHARR, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Section i - Financial Statement/Federa
Awards Finding and Questioned Costs

Description

o714
Accounting Policies
and Procedures Manual - Primary
Government :

Criteria: Good internal controls require that the City have a written
accounting policies and" procedures manual for the proper
handling and recording of financial transactions by the Finance
Department,

§jgfement of Condition: The City does not have a written policies
and procedures manual, '

Cause of Condition: The City has not given priority to
establishing such a document. .

Effect of Condition: There is no proper guidance for’ applicable
City personnel to follow in accounting for financial fransactions.-

'Re'commendation: The City should hire a consultant to help it

establish a written policies and procedures manual for its Finance
Department. Once the manual is approved by the Board, the City
should adhere te such policigs and procedures.

Auditee’s Response: We concur. The establishment of ﬁscai

| poligies and procedures will begin in FY 07/08 and should be

approved by the end of that fiscal year or scon thereafter. In
addition staff uses the GEOA Blue Book as reference regarding

-accounting matters.

- tQuestioned Cost: $-0-

07-2 , . .
Purchasing — Primary Governiment

A. Burchasing Manual '
Criteria: Good internal controls require that the City have a written

* | purghasing manual to ensure compliance with state, federal, and

legal requirements.

Statement of Conditlon: The City currenly has a manual that is
outdated. .

Cause _of Condition: The City has not given prigrity to ubﬂating or
renewing its purchasing manual.

Effect of Condition: The City does not have the preper guidance
to ensure compliance with state, federal, and legal requirements in
the procurement process.

Recommendation: The City should hire a consultant to help it
establish a current written purchasing manual. The manual should
then be reviewed by legal counsel. Once it is approved by legal
counsel, the Board should approve it. The City should adhere to
the paolicies and procedures in its purchasing manual.

Auditee’s  Response: We concur. The preparation of a
purchasing manual will begin in FY 07/08 and should be approved
by the end of that fiscal year or soon thereafter. in addition, staff
follows state statutes regarding procurement.

Questioned Cost: $-0-
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CiTY OF PHARR, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
- FOR THE YEAR ENDED SEPTEMBER 30, 2007

Section H - Financial Statement/Federal Description
Awards Finding and Questioned Costs .
G7r-2 B. Purchase Orders

.'Purchasing.~ Primary Government

{Cont.) : Cri{eria: Good internal controls require .'that' thé City propery | !
© i prepare purchase orders for all applicable purchases of goods or

services before the purchases are made.

Statement of Condition: Currently, the City prepares purchase
orders for certain purchases of goods. It does not prepare
purchase orders for purchases of services, construction contracts,

purchase order {P.Q.) is prepared after the fact (i.e., the P.O. is
dated the same as or affer the date of the invoice).

Cause of Condition: The City does not have a current purchasing
manual, which provides proper guidance to applicable personnel.

Effect of Condition: The City made some purchases of goods
‘and services that were not properly authorized. Also, the City does
not readily know what all of its commitments are on any given day.

Recommendation: The City should establish and approve a
current written purchasing manual. The purchasing manual should
require that the City propery prepare purchase orders for all
applicable purchases of goods or services, including - construction
contract and applicable inter-local agreements, before the
| purchases are made. The City should adhere to the poiicies and
‘pracedures in its purchasing manual.

Auditee’s Response: We concur.  The preparation of a
purchasing manual will begin in FY 07/08 and should be appraved
by the end of that fiscal year or soon thereafter. In addition, staff
follows state statutes regarding procurement,

Questioned Cost: $-0-

or commitments via inter-local agreements. In many instances, the | '

w2
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CITY OF PHARR, TEXAS

SCHEDULE OF FINDINGS AND GUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Section Il — Financial Statement/Federal
Awards Findings and Questioned Costs

Description

07-3
Fixed Assets - Primary Government

A. Capitalization Policies and Procedures

Criteria: Good intemal conirols require that the City have written
policies’ and procedures for the capitalization of fixed assets
purchased, constructed, or received as donations and also for the
depreciation of depreciable assets.

| Statement of Condition: The City does nof have written policies

and procedures for the proper capitalization of fixed assets
purchased, constructed, or received as donalions, and also for the
depreciation of depreciable assets,

Cah_se of Condition: The City's Finance Department has not
given priority to the establishment of proper policies and
procedures for the proper capitalization and depreciation of fixed

- dssets,

Effect of Condition: The City did not properly account for its fixed
assets as of and for the year ended Septernber 30, 20086.

Recomjnendation: The City should establish and approve iis
policies and procedures for the proper capitalization and

-depreciation of fixed assets. The policies and procedures should

aiso address the requirements of OMB Circular A-102,

Auditee’s Response: We concur. The establishment of policies
and procedures will begin in £Y 07/08 and should he approved by
the end of that fiscal year or scon thereafter.

Questioned Cost: $-0-
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CiTY OF PHARR, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2607

Section |l - Financial Statement/Federal
Awards Finding and Questioned Costs

Description

07-4
Gelf Course — Primary
Government

A. Inventories

Criteria: Good internal controls require that the City conduct

periodic physical counts of inventories of goods for sale at its Gof |

Course Pro Shop. The City is also reguired to reconcile each
inventory taken with the preceding inventory taking into

consideration items purchased, items retumed to vendors, and |-
1 items soid.

Statement of Condition: The City only conducts annual counts
of irfventories at the Pro Shop. No reconciliation is performed
between the most recent inventory and the preceding inventory, -

Cause of Condition: The City has not given priority to performing

| periodic counts of inventories and reconciling such inventories to

previous inventories.

Effect of Condition: The City has no way of knowing whether

théft of inventory Hems has eccurred.
Recommendation: The Pro Shop personnel should conduct

“physical counts of inventory, at least quarterly (if not monthly). |

Personnel should also reconcile each inventory to the preceding

inventory. Any significant variance should be investigated and |

resolved if a timely manner.

Auditee’s Response: We concur. Communication with the golf
course wil take place to ensure that inventories are taken. This
should be completed by the 9/30/08 audit.

Questioned Cost: $-0-

B. Policies and Procedures Manual

Criteria: Good intemnal Controls requi,re—that the City have a
written accounting policies and procedures manual for the proper

handling and recording of financial transactions of its Golf Course |

Operations.

Statement of Condition The City does not have written

accounting policies and procedures manuals for its Golf Course
Operations.

Cause of Conditien: The City has not given priority 1o
establishing such a document. :

Effect of Condition: There was no proper guidance for
applicable personnel to follow in accounting for financial
transactions. '

Recommendation: The City should include Written policies and |

procedures related to the Golf Cowrse in its City-wide written
accounting policies and procedures manual,

Auditee’s Response: We concur. The establishment of policies
and procedures will begin in FY 07/08 and should be approved by
the end of that fiscal year or soon thereafier.

Questioned Cost: §-0-
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CiTY OF PHARR, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Section ll— Financial Statement/Federal
Awards Findings and Questi_or_:e_d Costs

Description

[

07-5
Municipal Court — Primary Government

A. Subsidiary Ledger

Criteria: Good internal controis require that the City have a

| subsidiary ledger for citation tickets for which warrants have been

issued.

Statement of Condition: Although the City currently maintains
warrant reparts for the above noted tickets, some of the
information is maintained in the compuier system and scme is not.
Alsg, nobody has verified that there is warrant for each citation
ficket listed in the warrant report.

Cause of Condition: The City has not given priority to the
ins’taEfation of a good accounting system for the Municipal Court.

| Effect of Condition: The balance of warrant receivable during

the year and as of year end might not be correct,

Recommendation: The City should replace the current system
with a new one that is compatible with City's accounting system.
The City should establish a subsidiary ledger for such tickets after

| it reconciles the information on the warrant reports with the actual

warrants on file.

Auditee’s Response: We concur. The City has upgraded the ald
system with a new Incede computer system. We are in the
process of figuring out a way to merge the networks at City Hall
and at the municipal court building. A new court supervisor is in
place to track fickets with the warrant report. - This should be
comipleted by the 9/30/08 audit,

Questioned Cost: $-0-

B. Policies and Procedures Manual

Criteria: _ Good internal controls require that the City have an
accounting policies and procedures manual for the proper
handling and recording of financial transactions of its Municipal
Court ‘operations.

Statement of Condition: The City does not have writien policies
and procedures for the for its municipal operations.

Cause of Condition: The City was unaware of the need 1o have

such a document.

Effect of Condition: There was no proper guidance for applicable
personnel to follow in accounting for financial fransactions.

'Recommendation: The City should include policies and

procedures refated to the Municipal Court in its City-wide
accounting palicies and procedurss manual.

Auditee’s Response: We concur. The astablishment of policies
and procedures will begin in FY 07/08 and should be approved by
the end of that fiscal year or soen thereafter,

Questioned Cost: $-0-

68




CITY OF PHARR, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED GOSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Bection Il - Financial StatementiFederal
Awards Findings and Questioned Costs

Blescription

07-8
Capital Projects ~ Primary Government

07-7
Grant Funds

Criteria: Local governments must be financially viable to meet the

going concern principle.

Statement of Condition:  The City has not given pr?ority to
budgeting capital projects.

Cause of Condition: The City has not budgeted capital projects.

| Effect of Condition: In the General and Capital Projects funds,

due toffrom capital projects has increased to a material amount
ard resulted in unreserved fund balance becoming negative.

.Recomm;endation: Have an employee responsible for the

- management and proper funding/budgeting of capital projects.

Deavelop an action plan Yo correct the deficit unreserved fund
balance. :

Audiiee’s Response: We concur. Management and the City
Commission have placed an importance on this issue and will
develop a plan to carrect the negative unreserved fund batance in
the two funds identifled above. This plan should be approved and

put in place by the 9/30/08 audit.

| Questioned Cost: $-0-

A. Grant Funds

| Criterta:  Goed interna? controls 'require that the City estabiish

and maintain those funds that are required by law and sound

* | admiinistration to account for grants.

Statement of Condition: Except for the CDBG and the Technical |

Assistance Agreements Grants, all other grants that the City
administered in fiscal year 2007 were accounted for in the City's

‘ General Fund.

| Cause of Condition: Grant expenditures might be harder to

account for if recorded within the general fund.

Effect of Condition: The City did not propery record financial
transactions related to those granfs in the general fedger on a

_| -timely basis.

Recommendation: Except for those grants that are required to
be accounted in an enterprise fund(s), the City should account for
all other grants in special revenue funds.

Auditee’s Response: The Auditee has made accounting of
grants a priority and segregated grants in special revenue funds.

Questioned Cost: $-0-
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CITY OF PHARR, TEXAS .
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

07-8
Accounting Policies
and Procedures Manuatl —

Pharr

Economic Developrment Corporation,

inc. (PEDC)

Criteria: Good internal contrels require that PEDC-have writlen

accounting policies and procedures manual for the proper
handling and recording of financial ransactions by the Finance
Depariment. )

Statemant of Condition: PEDC does not have a written policies

and procedures marual.

+ Cause of Condition: PEDC has m}f given priority to establishing

such 2 document.

Effect of Condition: there is no proper guidance for applicable

1 Récommendation:

PEDC personnel to follow in accounting for financial transactions.

PEDC should hire a consultant to help #
establish written policies and procedures manual for its Finance
Degartinent. Once the Board approves the manual, PEDC should
adhiere to such policies and procedures.

Auditee’s Response: We concur, The establishment of policies
and procedures will begin in FY 07/08 and should be approved by
the end of that fiscal year or soon thereafter. These policies and
procedyres will be provided to PEDC.as a gurde for accounting for

‘théir respective operations.

Qugstioned Cost: $-0-

Section lll - Contact Persons
Regarding Findings and
Questioned Costs

Primary Government -
City of Pharr, Texas .

Fred Sandoval, City Manager
118 S. Cage Bivd.

1 Pharr, Texas 78577

'(9‘56) 702-5300

Juan G. Guerra, Finance Director
118 S. Cage Bivd.

Pharr, Texas 78577

{956) 702-5300

Component Unit
Pharr Ecenomic Development
Corporation, Inc.

Raut Garza, Executive Director
1215 S. Cage Blvd.

P.0. Box 1360

Phar, Texas 78577

{956) 781-7332
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. CITY OF FHARR, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FllNDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Internal Control / Compliance

Description

081
Accounting Policies
and Procedures Manual — Primary
Government

The City did not have a written accounting policies and procedures |-
| manual _ for the proper handling and recording of financial

transactions by the Finance Department.

| Cotrective Action: Seé current ysar's finding #07-1.

08-2 o
Purchasing — Primary Government

A, Purchasin Manual

| The City did not have a written purchasing manual to ensure |-
‘compliance with state, federal, and legal requirements.

| Corrective Action: See current year's finding #07-2A.

| B._Purchase Orders
| The City prepared purchase orders (P.0.) for certain purchases of

goods, however P.Q’s were not prepared for services,

1 ¢onstruction contracts, or commitments via inter-Jocal agreements,

In many instances P.Q.'s were prepared after the fact.

' COrféctive Action: See current year’s finding #07-28B.

06-3° T A. Training, Supervision, and Review: :
Finance Department - Primary Based on the results of our audit, certain staff under the Finance
Government Director were not properly trained and supervised to perform their
‘assigned functions, There was no documentation to support that
the employee's work was reviewed. .
Corrective Action: The City hired a new Finance Director with the
proper accounting knowledge and with the praper leadership skills
to properly supervise and train the staff with their assigned
functions. Employees’ work s properly supeivised and
docurnented. ' '
B. Professional Deyelogmen_t :
The City does not have a formal program in. place for the
professional development of its accounting staff. '
Corrective Action: The Finance Department conducts weekly
training over the GFOA Blue Book and Accounting Principles.
06-4 | A._Capitalization Policies and Procedures

Fixed Assets-Primary Government

The City does not have written policies and procedures for the | .

proper capitalization of fixed assets purchased, constructed, or
received as donations, and also for the depreciation of depreciabie
assets. . :

Corrective Action: See current year's finding #07-3A.

B. Capitalization of Fixed Assets

The City did not capitalize fixed assels purchased or constructed
during the year on a timely basis

Corrective Action: The Finance Department now has procedures |~

to capitalize fixed assets on a timely basis. At the end of FY a7,
Fixed Assets were properly accounted for and capitalized.

C. Subsidiary Ledger _ ﬁ;
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CITY OF PHARR, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

| 06-5

Internal Control { Comnliance

Bank Reconciliations - Primary
Government

| assets that the City owns.

The City's fixed assets subsidiary Eedger is iﬁcomplete and has not
been adjusted to reflect the fixed assets that the City owns and
has on hand.

Corrective Action: The Finance Department created a new
subsidiary ledger and its heen adjusted properly to refiect the fixed

Description

'A. Preparation of Bank Reconciliations

| book balances per general ledgers on a timely basis.

{ reviews of bank reconciliations were performed.

06-6
Collateralization of Deposits
and Investments — Primary
Goavernment

086-7 :
Golf Course Inventories ~ Primary
Government

Aithough the City prepared monthly bank reconciliations for all of
its bank accounts, it did not prepare them on a fimely basis. Also,
it did not reconcile the book balances per bank reconciliations to

Corrective Action: The new Finance Director made sure that all
bank reconciliations were done for'the complete fiscal year. At the
end of the year, -all bank reconciliations that were previously
behind were accurately reconciled.

B. Review of Bank Réconciliations

There was no documentation to substantiate that supervisory

Corrective Action: The Finance Department now keeps copies of
all bank reconciliations with signature of approval and supervision,

'Th‘ere was no documentation to substantiate the internal reviews
- of collateralization were performed timely as the year pregressed

to ensure that the depository institutions had maintained adequate
collateralization on the City’s deposits and investments as of and
for the year ended September 30, 2007. Documeritation provided

Corrective Action: The Finance Department now reviews on
monthly basis the proper reviews of collateralization and the
infermation is maintained to keep the information updated,

The City only conducts annual counts of inventories -at the Pro
Shop. No reconciliation is performed between the most recent
inventory and the preceding inventory,

Corrective Action: See current year's finding #07-4.

06-8 -
Golf Course Revenues - Primary
Government

A. Accounting System

The current Golf Course accounting system is ineffective and
unreliable. The City should replace the current system with cash
registers and software that will provide more accurate, properly
controlled, and protected informaticn. The accounting system
should be networked ‘and compatible with the City's Accounting
sysiem.

Corrective Action: This year the Goif Course upgraded its
accounting software and has a more reliable and controlled
accounting system.
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CITY OF PHARR, TEXAS _
SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEFTEMBER 30, 2007

B. Policies and Procedures Manuat
The City does not have written accounting policies and
- procedures manuals for its Golf Course Operations,

Corrective Action: See current year's finding #07-4B

06-9 The City does not have a process in place o address and correct |1
Process to correct prior audit prior year's audit findings. ,
Findings - Primary Government .
Corrective Action: The Finance Department corrected many of
the findings from last year; ongoing review to correct all findings is

taking place.
Internal Controk / Compi_iance
Description
1 06-10 7 A. Subsidiary Ledger
Mumcipai Court - anary : Although the City currently maintains warrant reports for the above

Government : noted tickets, some of the information is maintained in the
: computer system and some is not. Also; nobody has verified that |
there is warrant for each citation ticket listed in the warrant report. ;

| Corrective Action: See current year's finding #07-5A

B. Policies and Procedures Manuai
The City does not have a wriiten actounting policies and
precedures manuat for its municipal operations.

_Corrective Action: See current year’s finding #07-5B

06-11 ~ ' A. Administration
Grants — Primary Government - During fiscal year 2006, the City did not properly record financial ;
transactions related to these grants in the general ledger on a!l g
tamely basis. ’

Corréctive Action: The Finance Deparirment now has an .
assigned accountant with the responsibility to account for the
grants on a timely basis in the general ledger with the proper
documentation and supervision.

L pnn el

B. Grant Funds

Except for the CDBG and the Technical Asssstance Agreements
Granis, all other grants that the City administered in fiscal year
2005 were accounted for in the City's General Fund.

Corrective Action: See current year's finding #07-7A.

06-12 ' ' ' ' A. Investment Policy ‘ k.

Pubtic Investment Act - Primary The City has not updated its written investment policy that |
Government - Noncempliance addresses the requirements of the Public Investments Act. (The

Act.). Although the City reviewed and made a minor shange to its |}
investment policy in Becember 2005, it did not make the requnred
changes to satisfy all requirements of the Act. 3

SV

Corrective Action: The City now has a cuirent investment policy |74
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CITY OF PHARR, TEXAS

SCHEDULE CF STATUS OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

approved by the council this FY with all the required changes.

Internal Conirol / Compliance

06-13
Accounting Policies
and Procedures Manuat — Pharr
Economic Development Corporation,
Inc. {PEDC) _

PEDC does net have a written policies and procedures manual. _

Corrective Action: See current year's finding #07-8
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CiTY OF PHARR, TEXAS
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2007
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CITY OF PHARR, TEXAS , EXHIBIT D-1
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS Page1cof2
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Federal Grantor/ . Federal Pass-Thraugh

Pass-Through Grantor/ CFDA Entity dentifying Federal
Program Title Murnber Number Expenditures

. U.S. DEPARTMENT OF THE TREASURY

Passed Through Direct Programs: : .

Operation Task Force 21.00 106541599 41,072
Tolal U.8. DEPARTMENT OF THE TREASURY 41,072
U.5. DEPARTMENT OF JUSTICE
Passed Through Passed Through Direct Programs::

Byrne Formula Grant Program 16.738 DB-04-A10-18777-01 14,832
Passed Through Direct Programs: .

Byme Mermorial JAG Program - 16.738 2006-DJ-BX-0250 20,129

Byrme Memorial JAG Program 16.738 2005-DJ-BX-0360 25,5949

-Totel Padsed Through Direct Programs ' ) 45,723

Total U.S. DEPARTMENT OF JUSTICE 60,655
S, DEPARTMENT OF HOUSING AND U DEVELOPEMNT

Fassed Through Direct Programs;

Connunity Development Block Grant * 14.218 B-05-MGC-48-0507 87,684 -

Community Development Block Grant * 14.218 B-06-MC-48-0507 1,015,947
Total Passed Through Direct Programs : : 1,103,631
Total U.S. DEPARTMENT OF HOUSING AND LRBAN DEVELOPENMNT 1,103,631
U.3. DEPARTMENT OF HOMELAND SECURITY
Passed Through Passed Through Governor's Division of Emergency Management;

Stale Homeland Security Grant Prograrm 97.003 20053HSP-57200 26,04

State Homeland Secuitty Grant Program 87.073 & 074 2006HSGP-57200 30,004
Total Passed Through Passed Through Governor's Division of Emergency Management 57,015
Total U.S. DEPARTMENT OF HOMELAND SECURITY 57,0156
UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
Passed Through Direct Programs: _ }

NADB W astewater Collection and Weight Stalion Project 66.202 PDP 31-12/05 200,000

NADB Improvements to Wastewater Collection System 66.202 BEIF TX 3501 116,250

Crinking Waler State Revolving Fund 60.468 81107 430,000

BECC - Technical Assistance - ) 66.931 362-BECC 81,256
Total Passed Through Direct Programs 827,508
Told UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 827.506
NATIONAL TRAFFIC SAFETY ADMINISTRATION, DEPARTMENT QF TRANSPORTATION
Passed Through Passed Through State Pepartment of Transportation:

STEP - Comprehensive Grant * 20.600 B587XXF6039 50,971

STEP-IDM* ' 20601 H87TXXF6138 7674

STEP-CiOT 20.609 B87XXF8204 3.817
Total Passed Through Passed Through State Department of Transportation 62,483
Total NATIONAL TRAFFIC SAFETY ADMINISTRATION, DEPARTMENT GF TRANSPORTATION 62 462
FEDERAL EMERGENCY MANAGEMENT AGENCY

. Passed Through Passed Through Passed Through Governoi's Division of Emergency Management::
FEMA Grant 97.035 FEMA 3277 EM T, 6,642



CITY OF PHARR, TEXAS EXHIBIT D-1
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS Page 2 of 2
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Federal Grantor/ . ) Federal Pass-Through

Pass-Through Grantor/ ’ CFDA Enlity identifying Federal
Program Title ) Nurnber Number Expenditures
Tolaf FEDERAL EMERGENCY MANAGEMENT AGENCY 5 6,642
TOTAL EXPENDITURES OF FEDERAL AWARDS 2,158,883

* Indicates clustered program under OMB Circular A-133 Compliance Supplement

The accompanying notes are an integral part of this schedule,
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CITY OF PHARR, TEXAS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 38, 2007

Basis of Prasentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of City Of
Pharr, Texas and is presented on the modified accrual basis of accounting. The information in this schedule
is presented in accordance with the fequirements of OMB Circular A-133, AUDITS OF STATES, LOCAL
GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS. Therefore, same amounts presented in this schedule
may giffer from amounts presented in, or used in the preparation of, the generat puipose financial statements,
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