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City of Pharr
Detail of Changes & Trends
February 2009

General Ledger Status Budget vs Actual

GENERAL FUND
Revenues:
Property tax and sales tax are budgeted at 62% of our budget. Property taxis under budget by roughly
$230,000; sales tax is on budget but is showing a negative trend {negative 13% in February) that must be

monitored.

Expenditures:
Departments that are over budget at this point are: City Manager’s Office, Fire Department, and Street

Maintenance. There might be a legitimate reason; each Director can answer to their budget activity.

Comparison from last year:
Revenues are up in total but mainly lacking in sanitation and license & permits. Sanitation will be lacking
due to a change in billing/collection of dumpsters. This year, subdivision inspection fees are very low,
mainly due to the lack of activity in that field. Expenditures are significantly higher in Police Department
and Fire Department. There might be a legitimate reason; each Director can answer to their budget
activity. Please note the positive change this year, transfers are being made to fund the City’s fund
balance labeled “Transfer Out Contingency”.

Summary:
The City’s major revenues are showing negative trends that must be menitored as well as departmental

expenditures. Please review the revenue collection analysis for a better understanding. Budget cuts are
necessary and are being requested in the March 24™ City Commission meeting.

UTILITY FUND

Revenues:
Water and sewer usage charges make up 95% of the budget. Both of these revenue sources are on track

to meet their budget estimates.

Expenses:
Expenses are positively handled. There are currently no major trends that indicate expenses being over

budget.

Comparison from last year: _
Revenues are up in water and sewer charges due to anincrease in rates. They are down in interest
revenue mainly due o a decrease in interest rates. They are down in OTHER revenue mainly due to a
last year's NADBank grant activity. Expenses are significantly higher in the Water Distribution
Department. There might be a legitimate reason; the Director can answer to the budget activity.

Summary:
The Utility’s major revenues are on track to meet the budget estimates. The one thing that must be

tracked is not billing, but collections. Collections are up by a small amount (roughly 7,000}, but should
be tracked consistently.



BRIDGE FUND
Revenues:
Toll collections are budgeted at 87% of our budget. Crossings are down this year hut due to the toll
increase, revenues are steady. Crossings are showing a negative trend that must be monitored

Expenses:
Expenditure groups that are over budget at this point are: Building and Equipment, and Vehicle Usage.
There might be a legitimate reason; the Bridge Director can answer to his budget activity.

Comparison from last year:
Last year’s expense for system improvement for $321,000 was not in this fund this year. There were no
other significant changes from prior year’s revenues and/or expenses.

Summary: ‘
Bridge crossing must be monitored. Due to the toll fee increase, revenues are on track to meet budget.
Expenses are positively managed.

GOLF FUND

Revenues:
Golf course, membership, and cart revenues account for 62% of the budget. All three of these revenues
indicate a healthy trend at this time. These revenues must be monitored when the seasonal activity
changes, golf season is currently strong due to the Winter Texans.

Expenses:
Expenses are positively handled. There are currently no major trends that indicate expenses being over
budget.

Comparison from last year:
This year’s revenues are slightly higher due to fee increases. There were no ather significant changes
from prior year's revenues and/or expenses.

Summary:
Due to the Golf Fund activity being seasonal, once the Winter Texans leave, close monitoring of
revenues and expenses must be monitored.
CIP FUND
Revenues:
Paving and drainage assessment account for all revenues. There is no other source of funds.

Expenditures:
Expenditures are not budgeted. The remaining expenditures are final obligations for projects from prior
years.

Comparison from last year:
Last year’s expenses were over $4,000,000 that was needed to finish projects that were never funded.

Summary:
There are no funds available for General capital projects. Paving and drainage fees are used to cover the
remaining project expenditures that trickle in. This fund is provided to you because this was a huge
source of our current negative financial position. This year's General capital expenditures are a MAJOR
improvement in comparison to prior years. '




Statement of Available Resources

GENERAL FUND

Current available resources are over $6,000,000. Although this looks positive, this is barely enough to cover our
operating expenditures for this fiscal year. The majority of property taxes are accounted for in this balance. Very low
property tax collections are expected for the following months. | estimate that we will have roughly $2.8 million to
cover non-payroll related expenditures from this point forward to the end of the fiscal year. This is not a huge balance
of disposable funds, especially with the fund balance replenishment plan. This must be monitored on a consistent basis.
Cash flow has always been a major source of the City’s negative financial position.

UTILITY FUND
Utility Fund cash flow is currently healthy. At this time, | do not foresee any major cash flow problems with the Utility
Fund.

BRIDGE FUND
Bridge Fund cash flow is currently heaithy. At this time, | do not foresee any major cash flow problems with the Bridge
Fund.

CONTINGENCY FUND 7
This fund serves as the City's emergency operating reserve account. The amount currently in place is extremely low and
inadequate. There is a plan in place to bring it up to an appropriate level within two years.

Analysis of Major Revenue Sources

Current Property Tax
Current tax collections are greater this year than last year by roughly $1,600,000. This is roughly $230,000
below our budgeted forecasts. February was the last significant tax collection month. A budget amendment to
reduce property tax by 3% will be requested during the March 27 City Commission meeting.

Delinguent Property Tax
New delinquent tax attorneys took over collections mid-October. After a bad first month of collections,
delinquent tax collections has improved. The bad first month is due to the transition of attorneys. Based on the
activity, total collections should increase this year. The percent of collecticons is a number | need to closely
monitor.

Sales Tax Analysis — 2% and 1.5%
This report is based on actual cash flows. February collections were significantly less (-13.08%) than anticipated.
The reason for the major decrease in collections that month was due to a return of sales tax payments {$80,000)
to a vendor who incorrectly provided us with sales tax, the state comptroller returned those funds in February’'s
payment. The decrease is realistically -5.3%. Sales tax collections are currently 1.01% better than last year.
There is no trend information in our sales tax history to properly anticipate the annual ending number.
Ultimately, it seems as though the average collections is a 0% growth. | am conservatively requesting a 2%
decrease in sales tax budgeted revenues in the upcoming Budget Amendment.

Annual Sales Tax Activity Analysis — FY 08/09

This activity is based on GAAP, the standards presented in our financial reports. The difference is two months of
collections. To date, City’s sales tax is .49% less than last year and roughly $42,000 less than budgeted.
Although this information is currently good, there is no traceable trend of sales tax collections emerging and
should be monitored.

I



Annual Sales Tax Activity Analysis — FY 07/08
This page is provided to analyze last year’s activity. 5 of the 12 months were negative. Total sales tax increased
by 1.3%. The City’s sales tax collections were greater than our AMENDED budget by $329,000.

Sales Tax State Collection RGV Comparison
Pharr's comparison to the other Rie Grande Valley cities has not ranked in the top echelon of menthly activity.
The normal position for Pharr has consistently been in the middle or at the end of the regional activity ranking.
This indicates a loss of opportunities, sales, revenues, and future growth. 1 would caution all decision makers to
not only analyze the monthly activity, but our comparison to our regional neighbors. This will indicate the
effectiveness of our economic retainage/growth activities. Pharr’s January sales tax monthly activity position is
12" out of 12.

Utility Revenue Activity Analysis — Water & Sewer

Water billing has remained fairly constant over last year's activity. Water billing collections has increased by a
small amount, but is still a change that needs to be monitored. Sewer biilings have increased this year, mainly
due to sewer user fee increases that was approved by the City Commission. Sewer billing collections have
increased by a small percentage, mainly due to the increase in billing. There is currently no major problem
indentified by these activities.

Utility Revenue Activity Analysis — Garbage & Brush _
Garbage billing and collections are indicating a negative trend; this is not comparable to last year due to billing
and collection for dumpsters being handled by Waste Management instead of the City. Non-dumpster activity is
comparable this year to last year. Brush revenue is negative this year by roughly $13,900. Brush billing
collections are negative roughly $19,000. This negative trend is indicated by a decrease in brush accounts. This
activity must be monitored closely.

Pharr international Bridge Toll Collections
Collections this year began on a downward trend. This was due to a loss of bridge crossing traffic, both

commercial and non-commercial crossings. The increase in toll fees helped February’s revenues, but crossing’s
continued to decrease over last year’s crossings. This is not a problem unigue to Pharr; all other bridge crossings
were also down. We currently have $103,000 more revenues than this time last year.

Municipal Court Collections
After two years of major collection decreases, this year’s coilections have shown an upswing in collections by

more than $80,000 than last year and more than $28,000 mare than the City’s best collection year (FY 05/06).
Last year, traffic citations drastically increased. This year, credit card payment option has recently heen
provided and will soon have the option to accept payments over the internet.

Hotel/Motel Occupancy Tax Analysis

Occupancy tax collections are lower this year by almost $12,000 this year in comparison to last year. This is
mainly attributable to the Red Carpet closing its operations. All other collections are comparable.

12-Step Fiscal Plan of Action Update

Step 1: Completed Step 2: Completed Step 3: Completed
Step 4: In Process Step 5: Completed Step 6: No Action Yet
Step 7: Completed Step 8: In Process Step 9: Completed
Step 10: In Process Step 11: Completed Step 12: In Process
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Year End Forecast of Revenues & Expenses — Quarterly Update

PENDING REPORT COMPLETION — should be available for the March 31 quarter ending report.

CIP Projects — Quarterly Update

PENDING REPORT COMPLETION — should be available for the March 31 guarter ending report.

Debt;: Issues & Status — Quarterly Update

Outstanding Debt Issuances
General Fund: All activity is normal. Next issuance that will be completed is the 1999 Certificates of Obligation.

Currently over $19.7 million is outstanding.

Bridge Fund:  All activity is normal. Next issuance that will be completed is the 2006 Tax Notes. These notes
were purposely short in terms of years so that the effects of other area bridge openings would
not affect our previous Clty debt needs. Currently over $12.9 million is outstanding.

Utility Fund: Al activity is normal. Next issuance that will be completed is the 1998 Jr. Lien Revenue Bonds.
Currently over $58.6 million is outstanding.

Community Development Block Grant: Al activity is normal. This issuance will be completed in 2022 but can be
repaid with our current debt reserves. Currently over $.7 million is outstanding.

QOutstanding Capital Leases
There are currently seven outstanding capital leases totaling over $4.7 million. The next lease that will be paid

in whole is the FY 03/04 SunTrust lease. The liability ownership is distributed between the following accounts:
General Fund, Paving & Drainage, Utility Fund, Golf Fund, Bridge Fund, and Garage Fund.

Grant Activity Status — Quarterly Update

Schedule of Expenditures and Federal Awards
There were five departments that received federal grant funds. The departments are: Police, Fire, Library,

Community Development, and Utilities. They totaled nearly $2.6 million in grant funds.

Schedule of Expenditures and State Awards
There were two departments that received state grant funds. The departments are: Police, and Library. They
totaled roughly $32,700 in grant funds.

Investment Report — Quarterly Update

Investment Report Summary
This report complies with all provisions of the Public Funds Investment Act and the City of Pharr’s investment

policy.



Detailed Investment Report
The City has over $57 million in book and market value investments (including depository accounts). Thisisa

decrease of over $1.8 million. More information is provided in the Investment Report Summary.

Comparison of Portfolio to Policy Limits
The City is within all portfolio caps created in the City’s Investment Policy. The caps are identified in: Types of

Securities, Limits on Maturities, and Days to Maturity.

Market Value Analysis
The market value of our portfolio is at 100.05% of book value. Book value identifies actual costs. Market value

identifies the cost/value of the investments if they were put on the market for resate. The only investment that
we currently have with a different market value to book value is in TexStar’s investment pool.

Calculation of Weighted Average Maturity and Yield

Weighted average maturity is 4.32 days. This average is within our Investment Policy caps. This is the amount
of days on average that our investments mature. Weighted average vield is 1.61%. This is the average yield of
our investments, This average is better than our benchmarks.

Year To Date Investment Transaction Report

No investments have been purchased nor sold/matured in this fiscal year.

Vi
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Reaquiar City Tax (1%)

City of Pharr
Annual Sales Tax Activity Analysis FY 08/09 - GAAP Basis

FY 08/09 FY 07/08 $ Change % Change FY 08/09 Cum Change
Cctober $ 515,611.47 § 458,927.92 § 56,683.55 ’ 12.35% $ 56,683.55
November 422,886.66 440,044 .81 {17,158.15) ~3.90% 39,525.40
December 448,521.34 516,016.99 {(67,495.65) -13.08% (27,970.25)
January 0.00 426,093.86
February 0.00 455,716.96
March 0.00 521,272.42
April 0.00 477,504.21
May .00 458,924.00
June 0.00 494,859.10
July 0.00 455.197.24
August 0.00 464,679.99
September 0.00 483,226.80
Totals $ 1,387,01946 $ 5,652,464.27 § (27,970.25) -0.49%
Credit In Lieu of Property Tax {.5%)
FY 08/09 FY 07/08 % Change % Change FY 08/06% Cum Change
October $ 257,805.73 $ 229.463.96 $ 28,341.77 12.35% $ 28,341.77
November 211,443.33 - 220,022.40 (8,579.07) -3.90% : 19,762.70
December 224,260.67 258,008.49 (33,747.83) -13.08% {13,985.13)
January : 0.60 213,046.93 .
February 0.00 227,858.48
March 0.00 260,636.21
Agpril 0.00 238,752.10
May 0.00 229,462.00
June 0.00 247,429.55
July ] 0.00 227,598.62
August 0.00 232.340.00
September 0.00 241,613.40
Totals $ 693,509.73 § 2.826232.14 % (13,985.13) -0.49%
PEDC (.5%)
FY 08/09 FY 07/08 $ Change % Change FY 08/09 Cum Change
October 3 257,805.73 ¢ 229,463.96 $ 28,341.77 12.35% $ 28,341.77
November 211,443.33 220,022.40 (8,579.07) -3.90% 18,762.70
December 224.260.67 258,008.49 (33,747.83) -13.08% {13,985.13)
January 0.00 213,046.93
February 0.00 227,858.48
March 0.00 260,636.21
April 0.00 238,752.10
May 0.00 229,462.00
June 0.00 247,429.55
July 0.00 227,598.62
August 0.00 232.,340.00
September 0.00 241,613.40
Totals $ 693,509.73 $ 2,826,232.14 % (13,985.13) -0.49%
Total Sales Tax {2%}
FY 08/09 FY 07/08 $ Change FY 08/09 Budget Actual vs. Budget
October $ 1,031,222.93 § 917,855.84 § 113,367.08 $ 92544444 $ 105,778.49
November 845,773.31 880,089.61 (34,316.30) 925,444 44 (79,671.13)
December 897,042.67 1,032,033.97 {134,991.30} 925,444.44 (28,401.77)
January 0.00 852,187.71
February 0.00 911,433.91
March 0.G0 1,042,544.84
April 0.00 955,008.41
May 0.00 917,848.00
June 0.00 989,718.19
July 0.00 910,384.48
August 0.00 929,359.98
September 0.00 966,453.60
‘Totals $ 2,774,03891 §% 11,304,928.54 % (55,940.51) $ 2,776,333.33 § {(2,294.42)
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City of Pharr
Annual Sales Tax Activity Analysis FY 07/08 - GAAP Basis

Regular City Tax (1%,

‘ FY 07/08 FY 06/07 $ Change % _Change FY 07/08 Cum Change
October $ 45892792 § $10,721.73 % 48,206.20 11.74% $ 48,206.20
November 440,044.81 455,390.94 (15,346.13) -3.37% 32,860.07
December 516,016.99 503,766.49 12,250.50 - 2.43% 45,110.56
January 426,003.86 421,851.78 4,242 08 " 1.01% 49,352 64
February 455,716.96 463,237.49 (7,520.53) -1.62% 41,832.10
March 521,272.42 552,798.99 (31,526.57) -5.70% 10,305.54
April 477,504.21 453,935.22 23,568.93 5.19% 33,874.53
May 458,924.00 483,738.13 (24,814.13) -5.13% 9,060.40
June 494,859.10 500,728.44 (5,869.34) -1.17% 3,191.06
July 455.197.24 437,232.17 17,965.07 4.11% 2%1,156.13
August 464,679,99 451,078.34 13,601.66 3.02% 34,757.78
September 483,226.80 445 476,14 . 37.750.66 8.47% 72,508.44

Totals $ 5,652,464.27 % 557995583 § 72,508.44 1.30%

Credit in Lieu of Property Tax (.5%)

) FY 07108 FY 06/07 § Change % Change FY 07/08 Cum Change
October $ 229,463.96 % 205,360.86 § 24,103.10 $174% $ 24,103.10
November 220,022.40 227,695.47 (7,673.07) ~3.37% 16,430.03
December 258,008.49 251,883.25 6,125.25 2.43% 22,555.28
January 213,046.93 210,925.89 2,121.04 1.01% 24,676.32
February - 227,858.48 231,618.75 (3,760.27} -1.62% 20,916.05
March 260,636.21 276,399.50 (15,763.29) -5.70% 5,152.77
April 238,752.10 226,967.61 11,784.50 5.19% 16,937.26
May 229,462.00 241,869.06 (12,407 .06) -5.13% 4,530.20
June 247,429.55 250,364.22 (2,934 .67) -1.17% 1,685.53
July 227,598.62 218,616.09 8,982 .54 4.11% 10,578.07
August 232,340.00 225,539.17 6,800.83 3.02% 17,378.8%
September 241,613.40 222.738.07 18,875.33 8.47% 36,254.22

Totais % 282623214 $ 278997791 § 36,254.22 1.30%
PEDC {.5%)

FY 07/08 EY 06/07 $ Change % Change FY 07/08 Cum Change

October % 22946396 $ 205,360.86 $ 24,503.10 11.74% $ 24,103.10
November 220,022.40 227.695.47 (7,673.07) -3.37% 16,430.03
December 258,008.49 251,883.25 6,125.25 2.43% - 22,555.28
January 213,046.93 210,925.89 2,121.04 1.01% 24,676.32
February 227,858.48 231,618.75 (3,760.27) -1.62% 20,916.05
March 260,636.21 276,3909.50 (15,763.29) -5.70% 5152.77
April 238,752.10 226,967.61 11,784.50 5.19% 16,937.26
May 229,462.00 241,869.06 {12,407.06) ~5.13% 4,530.20
June 247,429.55 250,364.22 (2,934.67) -1.17% 1,585.53
July 227 ,598.62 218,616.09 8,982.54 4.11% 10,578.07
August 232,340.00 225,539.17 6,800.83 3.02% 17,378.89
September 241,613.40 222,738.07 18,875.33 8.47% 36,254.22

Totals $ 2,826,232.14 8 2,789,977.91 § 36,254.22 1.30%
Total Sales Tax {2%}

FY 07/08 FY 06/07 $ Change FY 07/08 Budget Actual vs. Budget

October $ 917,855.84 § 821,443.45 § 06,412.39 § 805,444 44 § 12,411.40
November 880,089.61 910,781.87 (30,692.26) 905,444 44 (25,354.83)
December 1,032,033.97 1,007,532 .98 24,500.99 905,444.44 126,589.53
January 852,187.71 843,703.55 8,484 16 905,444 .44 (53,256.73)
February 911,433.91 926,474.98 {15,041.07) 905,444 44 5,989.47
March 1,042,544.84 1,105,597.98 (63,053.14) 805,444.44 137,100.40
April 955,008.41 907,870.43 47,137.98 805,444 44 49 563.97
May 917,848.00 967,476.25 (49,628.25) 905,444.44 12,403.56
June 989,718.19 1,001,456.87 (11,738.68) 905,444.44 84,273.75
July 910,394.48 874,464.34 35,930.14 505,444.44 4,050.04
August 929,359.98 902,156.67 27,203.31 905,444 .44 23,015.54
September 966,453.60 890,852.28 75,501.32 905 444 .44 61,009.16

Totals $ 11,304,928.54 % 11,159,911.65 § 145,016.89 $ 10,865,333.28 $ 439,595.26
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12- STEP FISCAL
PLAN OF ACTION
- UPDATE




City of Pharr
12-Step Fiscal Plan of Action Update
February 2009

STEP 1

Understand what happened in the past but do not dwell on it — need to move forward. In my opinion,
culpability is not identifiable

The September 30, 2007 audit was completed on time, the first time in 19 years. With this action, the
Finance Director was able to identify financial trends and positions that are not acceptable and warrant
immediate attention. These findings were communicated in a public and transparent method. Qur real,
up-to-date, financial situation and its gravity was communicated to all interested parties via department
head meetings, SEC filing disclosures, City Commission meetings, newspaper articles, and presentations
to community organizations (Lion’s Club, Rotary), all with the intent to inform everyone of the need to
improve our situation. In order to correct a problem, we must first identify it; in this case, I believe we
have thoroughly done so.

UPDATE:

COMPLETED: Commission, management, and public are well aware of our situation and have
begun appropriate plans to correct situation.

STEP 2

Develop fiscal policies that would prevent this in the future: ex: set a minimum fund balance by
commission approval that requires a unanimous vote to change or spend

One of the main issues that must be addressed to correct our fiscal situation is the development of fiscal
policies that will guide City administration in the management of City fiscal activities. In order to do so,
the Finance Director began a comprehensive review of resources that can assist in the development of the
policies. Policies from numerous cities, accounting manuals, and governmental organizations were
analyzed. Fiscal policies for the following activities were created and presented for approval to the City
Commission on September 16, 2008: Budgetary, Revenue, Expenses, Fund Balance, Capital
Improvement, Debt Service, Intergovernmental Relations, Grants, Fiscal Commission Monitoring,
Financial Consultants, Accounting, Internal Control, and E-Commerce. Of interesting importance, is the
creation of a separate contingency bank account that will hold and account for the City’s
contingency/unreserved fund balance funds. These policies were followed in the development of our
upcoming budget.

UPDATE:

COMPLETED: Fiscal policies were prepared and approved during the FY08/09 budget. This fiscal
report along with the update on our 12-Step program is part of our fiscal policy. Minimum fund
balance was set at 60 days. Fund balance correction was budgeted at roughly $1.9 million this fiscal
year.
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STEP 3
Monitor the status of the budget and fund balance — Monthly, Quarterly, or Mid-year

Fiscal policies have been developed. These policies identify monthly reporting requirements of financial
activity. Beginning with the October 2008 month, the City Commission will be provided with a status of
the budget activity as well as the available resources per fund. This will enable the Commission to be
aware of any potential future problems as well as having current information to make timely governing
decisions.

UPDATE:
COMPLETED: This fiscal report along with the update on our 12-Step program is part of our

fiscal policy. Finance and the other departments are coordinating financial reports monthly and
quarterly covering all major fiscal activities and budgets.

STEP 4

Control increasing the negative fund balance — reduce costs and unbudgeted spending: Legal Fees,
Engineering Fees, Capital Projects

Fund balance is the net of assets over liabilities, which contains the net results of revenues and
expenditures. If expenditures decrease, the fund balance will increase. The need to reduce and/or control
the increase in cost was analyzed. Major expenditures that were identified as possible areas to quickly
become more efficient were legal fees, engineering fees, and capital projects (engineering fees were
mainly based on capital projects). Legal fees were reviewed and attorney fees were changed to hourly
and therefore more accountable, versus the retainage method that was a standard unaccountable monthly
fee. Engineering fees were contained by involving other engineering firms in City business; this enabled
the City to compare fees, thereby reducing them. Capital projects were controlled by not starting any new
ones. The objective was to complete the projects that were already started. Another method identified to
control expenditures was the outsourcing of property tax collection activities to the County. Additionally,
one of our future goal is to consolidate purchasing needs and bid them in bulk for better pricing.

UPDATE:

IN_PROCESS: Legal fees and engincering fees have been relatively confrolled and reduced.
Emplovee benefits have been adjusted (bealth care and retirement supplements). Legal use of
hotel/miotel revenues have been identified by parks director thereby reducing needs from General
Fund. Capital projects have not been budgeted and have had minimal expenditures in comparison
to oiher fiscal years. This action must continue into the budget process everv vear. There is always
room for improvement.

STEP 5
Agree on a long term plan to pay down debt (due to’s/from)

During the most recent audit, a complex transaction method of interfund borrowing was identified. This

method has been occurring for several fiscal years with no evidence of reconciliations ever taking place.

The borrowings were minor as well as major in size. All minor debt has been repaid. Major debt owed
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by Golf Course, Capital Projects, and General Fund to Utility, Bridge, Capital Projects, and General Fund

were presented to the City Commission for a resolution to forgive the borrowing and declare it bad debt.
This debt was created mainly due to the completion of capital projects. Long term debt remaining is due
to purchase of land, which will be repaid once land is sold.

UPDATE:

COMPLETED: Reconciliations have taken place and deemed to be from years of unbudgeted
expenditures. Most of the major debt would have never been repaid due to the revenue sources
from Golf, Garage, and General funds. City Commission approved a plan to write them off as bad
debt and move forward. The major debt from the complex transactions were owed to ourselves,
one fund owed another fund. This problem has been corrected.

STEPG
Increase the management availability and rate of decisions made on daily operating situations

The City Manager has many duties and responsibilities. The City’s current needs require more attention
than one person can realistically provide on a consistent and effective manner. Delegation of
responsibility and oversight/control of City operations is needed to sustain and improve the level of
operations the City conducts. It is highly recommended that one or two Assistant City Manager or
Deputy City Manager positions be created and financed. One of the positions will be for
oversight/control of operations, and the other for oversight/control of infrastructure/projects needs and
activities (major costs and long-term implications if not done correctly). :

UPDATE:

NOACTION YET

STEP 7
Ensure that all City resources are accounted for and tracked

The City has vast resources that are for many different purposes and restrictions. All activities should be
budgeted regardless of where the funding comes from due to the obligation to be responsible and
transparent with tax-payer funds. In the upcoming budget, all City resources were accounted for and a
budget was created. The lack of capital project fund budgeting was a major factor of the City’s current
financial situation. This problem has been corrected through the City’s recently developed fiscal policies.

UPDATE:

COMPLETED: Fiscal policies are being adhered to and therefore all City funds are accounted for
and budgeted accordingly.
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STEP 8
Consult City fiscal experts on decisions that have a long-term fiscal impact on City resources

No one knows the financial capabilities better than the Finance Director. The Finance Director’s main
responsibility is to maintain integrity, be transparent, and be accountable for city finances. The Finance
Director should be included or consulted with on long-term decisions/plans for the proper analysis of
financial capabilities. This will ensure that decisions made today can be carried out in the future without
negatively straining the City’s finances.

UPDATE:

IN PROCESS: The Finance Director has been included in more decisions that have a fiscal impact
on the City’s finances. This is a STEP that should be continwed. The City Manager and City
Commission have improved in their reliance on the Finance Director. Prime examples are: City
wireless infrastructure propeosed preiect, health benefifs, and retirement supplements.

STEP 9

Concentrate on property tax & sales tax opportunities and don’t spend the results until fund balance is
corrected

Although there is no major change in the economic activity in Pharr, a couple of significant changes are
expected to occur in the upcoming fiscal year. These changes are expected to increase the sales and
property tax revenues. The expected growth was not included in the upcoming budget. Should the
growth occur, the new funds will improve the City’s fund balance. New revenue growth will continue to
be restricted until the fund balance is at an ideal amount.

UPDATE:

COMPLETED: New revenue growth was not used during last fiscal year. This fiscal year, the new
revenue growth was budgeted as an increase to the fund balance. The budgeted amount is
$306,360.

STEP 10
Sell excess or surplus properties

The police department spearheaded a collection of City-owned assets and had them declared as surplus
property by the Commission. An auction held for the surplus property was successfully held; more
auctions are planned. Surplus real-estate is currently being appraised for sale options. Over $2 million is
expected to be sold. All proceeds will be used to replenish our cash flow and fund balance situation.

UPDATE:
IN PROCESS: This process is taking place in an informal manner. All City property not used for City

purposes nieeds to be put on the real-estate market so that all potential buyers are aware of the available
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assets, Mo assets have been sold to outside parties. Hotel/Motel Fund recently paid the General Fund
for the land south of the Convention Center that was purchased for possible expansion of the
Convention Center parking lot. This is an appropriate use of Hotel/Motel funds. The amount paid
to the Genmeral Fund was quickly used to imcrease the Confingency Reserve account and
supplements the Unreserved Fund Balance.

STEP 11

Utilize property tax revenue that was not on the tax roll for fund balance replenishment

The Hidalgo County Tax appraising software had a major glitch that was identified last fiscal year. The
improvements on land were not taxed for several years. The actual amount of this glitch was not
quantifiable by the County but is expected to be significant. This year, tax collection over current budget
is in excess of $200,000. These new funds were not expensed and budget amendment to increase
spending did not occur. The funds are being used to improve the fund balance position. The result of the
glitch is identified and budgeted in the upcoming tax year, which contains an increase in taxable property
over 18%.

UPDATE:

COMPLETED: The property tax revenue that was identified Jast year was not used to increase
revenues. The funds were used to replenish the fund balance. Property taxes did increase by 18%
in the current budget. The City is estimated to replenish the fund balance this year by roughly $1.9
million.

STEP 12
Collect funds owed by Pharr Economic Development Corporation (PEDC)

Due to several capital projects, at September 30, 2007, the PEDC owed the City over $1.18 million in
reimbursements. This year, reimbursement requests to the PEDC were made. PEDC made all
reimbursements owed to the City for completed projects, and a reconciliation of the amounts owed once
future projects are completed has taken place.

UPDATE:

IN PROCESS: All funds for capital prejects owed to the City by the PEDC (4A Corp.) have been
paid or are in the process of being paid. There are projects that have not been completed, so there
are still funds available. Once the projects are completed, the City will seek reimbursement by the
PEDC. The 4A was voted to be dissolved. All assets of the PEDC will revert {o the City. These
funds should be utilized first to replenish the City’s fund balance and cash reserves.
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CITY OF PHARR

OUTSTANDING CAPITAL LEASES
AS OF DECEMBER 31, 2008

Leased Length Maturity  Interest Lease Lease Payments - P&l

Lease Company During FY of Lease Date Rate Amount Balance Monthly Annual
1- SunTrust 03/04 3Yrs 01/24/2009 307% § 308773 § 3224 $ 3881 $ 44175
Distribution/Owners: General Fund 84.22% $ 336,682 § 2715 § 3,00 $ 37,205
Utilty Fund 7.78% $ 31102 § 251 % 286 % 3,437
Golf Fund 8.00% $ 31982 § 258 % 295 3% 3,534
2. First Southwest 05/06 5Yrs 12/15/2010 3.92% $ 1,667,000 $ 342,834 40,439 § 485,266
Distribution/Owners: General Fund - 78.34% $ 1,305928 § 268576 $ 31,680 $ 380,158
Utilty Fund 21.66% $ B|1072 3 74258 $ 8758 § 105,109
3- SunTrust 05/06 7Yrs 06/10/2013 4.08% 3§ 279600 §$ 188,756 $ 3,832 § 45985
Distribution/Owners: General Fund 100.00% $ 279600 § 188,756 $§ 3,832 § 45985
4. SunTrust 08/07 3Yrs 05/18/2010 3.94% $ 1,300,000 $ 633,021 $ 38346 § 460,158
Distribution/Owners: General Fund 63.04% $ 819,520 § 399,056 $ 24174 § 200,084
Utilty Fund 35.56% $ 462,280 $ 225102 § 13636 $ 163,632
Garage Fund 1.40% $ 18,200 % 8862 $ 537 % 6,442
5- SunTrust 07/08 7 Yrs 11/14/2014 3.87% $ 2,322,000 $ 2002410 $ 31600 $§ 379,201
Distribution/Owners: General Fund 79.30% $ 1841346 $ 1587911 § 25059 § 300,707
Paving & Drainage 20.70% $ 480,654 $§ 414,499 $§ 6541 § 78495
6- SunTrust 07108 3Yrs 111412010 3.77% $ 555000 § 361,773 $ 16,329 § 195,849
Distribution/Owners: General Fund 100.00% $ 555,000 % 361,773 $ 16320 $ 195,949
7- Mun. Sve¢'s Group 08/09 7 Yrs PENDING 397% $ 1262000 $ 1262000 $ 17232 § 206,789
Distribution/Owners: Bridge Fund 71.55% $ 902,961 $ 902961 § 12,330 $ 147,958
Paving & Drainage 28.45% $ 350039 % 359,039 0§ 4903 $ 58,831
General Fund $ 5,138,083 § 2,808,787 § 104,174  § 1,250,087
Paving & Drainage § 839693 § 773538 $ 11444 -$ 137,326
Utilty Fund $ 854455 § 209611 $ 22681 § 272,178
Golf Fund $ 31,082 § 258 % 295 % 3,534
Bridge Fund $ 902,961 §$ 902,961 $ 12330 § 147,958
Garage Fund 3§ 18,200 § 8,862 % 537 $ 6,442
City-Wide Total $ 7,785373 $ 4,794,017 $ 151,460 § 1,817,524
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CITY OF PHARR, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FIRST QUARTER-FY08/09

Department/
Program Title

Police Department
-Operations Task Force
-STEP Comprehensive Grant
-El Protector Grant
-Domestic Highway Enforcement
. -Byre Grant Program
Total Police Department Grant Expenses:

Fire Department
-Homeland Security Grant Program 06
~Homeland Security Grant Program 07
-Staffing for Adequate Fire & Emergency Response
Total Fire Department Grant Expenses:

Library Department
-TIFB Grant
Total Library Department Grant Expenses:

CDBG
Program Year 05
Program Year 06
Program Year 07
Program Year 08
Total CDBG Expenses:

Utilities

-NADB Improvements to Waste Water Collection System

-Phase 1A
-Phase 1B
Total NADB Grant Expenes:

TOTAL EXPENIITURES OF FEDERAL AWARDS FOR Ql:

26

Federal

Expenditures

18,825
15,704
11,804

4,843
16,250
67,427

488
12,472

12,961

52,714
52,714

7,970
180
42,897
35,778
86,825

992,450

1,379,465

2,371,915

2,591,841



CITY OF PHARR, TEXAS
SCHEDULE OF EXPENDITURES OF STATE AWARDS
FIRST QUARTER-FY08/09

Department/
Program Title

Police Department
-Local Border Security Program
-Victim Coordinator Liason Grant
-South Texas Auto Theft Enforcement Task Force

Total Police Department Grant Expenses:

Library
-Loan Star Library Grant

Total Library Department Grant Expenses:

TOTAL EXPENDITURES OF STATE AWARDS FOR Ql:

TOTAL EXPENDITURES OF FEDERAL & STATE AWARDS FOR Q1:
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Expenditures

9,020

3,163
15,524
32,707

32,707

2,624,548



CITY OF PHARR, TX -

Investment Report Summary
December 31, 2008

COMPLIANCE

This report complies with the requirements of the Public Funds Invepﬁ;;sgﬁw gg@@ as the City of
Pharr’s adopted investment policy. The Cify is in compliance with all provisions of the Public Fimds
Invesiment Act and the City of Pharr’s investment policy as of Decemiber 31, 2008. The Cify’s investment

portfolio includes demand deposits, certificates of deposit, and investment pool.

LIQUIDITY
The greatest length of maturity for all of our mvestments is 249 days. The weighted average maturity
including demand deposits is 4.32 days and 5.97 days without demand deposits. Both of these amounts are

within legal and City requirements.

CHANGE IN BOOK. AND MARKET VATLUE

At December 31, 2008, the investment book value was roughly $57.3 million and had decreased by
approximately $1.9 million from the previous quarter. The majority of the decrease was dueto onereasom: 1)

the drawdown of investments in TexStar to assist in paying for utility capital projects. This decrease was
expected and was budgeted accordimgly. '

The market value of the portfolio was slightly higher than the book value as of December 31, 2008.
The reason for the market difference is due fo TexStar’s investment portfolio which irvests in market driven
securities. The market value is more than the book value by $27,699 Wthh would positively affect the City
should it decade to hqmdate its investmenits.

PORTFOLIO YIELD : .
The portfolio vield of 1.61% at December 31, 2008 was higher than the benchmark yields on the 90-

day T-Bill and Average Federal Funds Rate, which were 0.16% and 0.03% respectively (per federal reserve
website yield postings). The spread between the portfolio yvield and the benchmark yield is mainly due fo the
investment pool’s rate of interest earning and our depository institution’s favorable interest rate. Exchiding
the depository accounts and comparing the resuits (1.41%) with ihe benchmark yields, the difference is more
positive. Safety and lignidity is a greater concern than yield. With the continued grasp of our operational and
capital funding needs, a better understanding of the amount of funds available for investments should take

place.

INVESTMENT MATURITIES/PURCHASES
There were no investment that matured during the quarter.

Al other transactions were routine. The attached schedules are also a part of this investment report.
Presented by City of Pharr Investment Ofﬁéers:

g L2

Fred Sandoval Cztywanagcr

Juan . Guerra, Fmanc:e D;rcctor
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CITY OF PHARR, TX

Comparison of Portfolio to Policy Limits

As of December 31, 2008
Target Actual Positive/(Negative)
Investment Portfolio Percentage % Variance
LIMITS ON TYPES OF SECURITIES Level Cap of Portfolio Policy Limits
Demand Deposits . N/A N/A 33.20% N/A
Money Market Mutual Funds 0% 10% 0.00% 10.00%
Certificates of Deposit 10% 50% 1.78% 48.22%
1J. 8. Treasury Obligations 15% 100% 0.00% 100.00%
U. S. Government Securities 20% 100% 0.00% 100.00%
Repurchase Agreements 5% 100% 0.00% 100.00%
Public Funds Investment Pools 50% 100% 65.02% 34.98%
Commercial Paper 0% 25% 0.00% 25.00%
Guaranteed Investment Contracts 0% 25% 0.00% 25.00%
Minimum
Allowable Actual Positive/{Negative)
Percentage  Percentage % Variance
LIMITS ON MATURITIES of Portfolio  of Portfolio Policy Limits
Awvailable within 1 month- 25% 98.22% 73.22%
Awvailable within 3 months 33% 98.72% 65.72%
Available within 6 months 45% 99.11% 54.11%
Available within 1 year 60% 100.00% 40.00%
Available within 2 years 70% 0 N/A
Maximum Policy
Maximom Actual Limit Days
Allowable Maturity Available
Days to Maturity 730 249 | 481.00
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CITY OF PHARR, TX
Market Value Analysis
As of December 31, 2008

CHANGES IN MARKET VALUE:

BEGINNING VALUE - Sept 30, 2008 $59,110,867
INVESTMENT ACTIVITY:

Purchases $0

Maturities - Aceroed $0

Net Changes in Market Price 5,731

$5,731

Bank and Pooled Investment Deposits/( Withdrawals) - Net (1.814.933)
ENDING VALUE - December 31, 2008 q | $57,301,665

COMPARISON_ OF BOOK VALUE TO MARKET VALUE:

BEGINNING VALUE - Sept 30, 2008

Market Value $59,110,867
Book Value $59,130,249
Ratio of Market Value to Book Value 99 97%

ENDING VALUE - December 31, 2008

Market Value $57,301,665
Book Value $57,273,966
Ratio of Market Value to Book Value 100.05%
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CITY OF PHARR, TX
Calculation of Weighted Average Maturity and Yield

As of December 31, 2008
Original Percent
Market #of Days Yield to of
Yalue Book Value To Maturity Maturity Portfolie
I_ Demand Deposits I
Depository Bank - Pooled Cash $6,667,011  $6,667,011 1 2.02% 11.64%
Depository Bank - General $1,168,700 $1,168,700 1 2.02% 2.04%
Depository Bank - Utility $6,744 331 $6,744,331 i 2.02% 11.78%
Depository Bank - Bridge $2,213,598  $2,213,598 1 2.02% 3.86%
Depository Bank - Other $2.233,138 $2.233.138 i 2.02% 3.90%
$19,026,779 $19,026,779 33.22%
| Certificates of Deposit ]
Certificates of Deposit - General $283,370 $283,370 86  2.54% 0.49%
Certificates of Deposit - Bridge $508,864 $508.864 249 2.50% 0.89%
Certificates of Deposit - Hotel $225.715 $225.715 177 2.50% 0.39%
$1,017,948 $1,017,948 1.78%
| Investment Pools ' |
Tex-Pool 50 $0 0 0.00% 0.00%
TexStar - Utility $37.256.937 §37,229.239 1 1.38% 65.00%
$37,256,937 $37,229,239 65.00%
l Federal Securitics and Notes |
- $0 $0 0 0.00% 0.00%
. 30 50 0 0.00% 0.00%
$0 $0 0.00%
TOTAL: $57.301.665 $57.273.966 100.00°
| Weighted Average Maturity
Weighted Average Days to Maturity 4,32
Weighted Average Days to Maturity - (excl. depository bank) 5.97
| ' Weighted Average Yield
Weighted Average Yield 1.61%
Weighted Average Yield - Operating (excluding depository bank) 1.41%
Average Fed Fund Rate at December 31, 2008 0.16%
Yield to Maturity of 90 day T-Bill at December 31, 2008 (secondary markets) 0.03%
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