City of Pharr seeks to address financial crunch
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PHARR -- City leaders approved a 12-step plan that will require them to work more closely with the Pharr finance director and keep a closer eye on municipal money in an attempt to improve the city's financial situation.

The move follows a year in which the city was sharply criticized following the revelation that Pharr has a negative general fund balance - essentially a complete depletion of its reserves.

Among the steps the City Commission approved is a requirement that the commission consult with the finance director on all long-term decisions to determine the city's financial capabilities.

The plan also requires that Pharr maintain its reserves in their own bank account.

"This will ensure that the city maintains adequate funds for emergencies and enable proactive safeguarding throughout the fiscal year and in the future," Finance Director Juan Guerra explained in an e-mail.

The city will get one or two deputy city managers, as Pharr's needs "require more attention than one person can realistically provide," according to the plan approved by the commission and signed by Guerra and City Manager Fred Sandoval.

Pharr also plans to sell more than $2 million of surplus real estate to help build up its reserves.

This fiscal year, officials identified documents as far back as 1992 that illustrate a history of financial troubles the city has faced, including cash flow shortages that required the city to juggle money among its different funds.

A historical lack of control over the budget and overspending contributed to the problem, according to city leaders.

The city's Sept. 30, 2007, audit revealed four city funds that carried negative unreserved balances totaling more than $14 million.

The general fund's unreserved balance was negative $6.4 million. That fund is intended to keep the city financially sound in the event of an emergency. It's also used as a barometer of the city's financial health.

The city as a whole is not operating in the red, but the financial situation has caused some in City Hall to sweat.

"The fact that the problems identified in the past are similar to the finance problems of today indicates a long-standing institutional acceptance of substandard financial operations," Sandoval and Guerra wrote. "As stewards of tax-payer funds, improvement is needed."

Officials hope that by following the plan, the city will raise the general fund's balance to $5.5 million - equivalent to 60 days of budgeted operating expenses - within three years.

The situation developed, in part, due to Pharr's reliance on a complicated system in which money was shuffled among various city funds.

The golf course fund, capital projects fund and general fund all owe money to the utility, bridge, capital projects and general fund. The city has forgiven the debts owed among the different funds.

Officials point to last year's audit - the first to be completed on time in 19 years - as indication that the city is starting to turn a page.

Elements of the 12-step plan were included in a report Guerra presented to the commission earlier this summer, shortly after the city elections.

There is currently no funding available to issue debt or fund capital projects, Guerra said in an e-mail. Replenishing the depleted fund balance would allow the city to begin work again on capital projects.

"The city manager and I promised the commission that we would develop a plan to reverse the negative fiscal trend in our audits and ensure the long-term fiscal health of the City of Pharr," Guerra wrote.

"With the plan in place and the annual budget controlled and monitored, in two to three years, the general fund's negative unreserved fund balance of ($6,402,339) should be a positive $5,500,000."
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