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To the Honorable Mayor, Members of the City Commumnission, and Citizens of the City of Pharr, Texas:

This report consists of management’s representations concerning the finances of the City.
Consequently, management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide a reasonable basis for making these representations,
management of the City has established a comprehensive internal control framework that is designed
both to protect the government’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the City‘s financial statements in conformity with Generally
Accepted Accounting Principles (GAAP). Because the cost of internal controls should not outweigh
their benefits, the City’s comprehensive framework of internal controls has been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from material
misstatement. To the best of our knowledge and belief, the enclosed financial staternents and
schedules are accurate in all material respects and are reported in a manner designed to present fairly
the financial position and results of operations of the various funds, account groups, and component
units of Pharr, Texas.

The goal of the independent audit was to provide reasonable assurance that the financial statements of
the City for the fiscal year ended September 30, 2008, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principals used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering
an unqualified opinion that the City’s financial statements for the fiscal year ended September 30,
2008, are fairly presented in conformity with GAAP. The independent auditor’s report is presented as
the first component of the financial section of this report.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. The
City’s MD&A, can be found immediately following the report of the independent auditors.

The City provides a full range of services. Some of these services include police and fire protection;
sanitation service; maintenance of streets and infrastructure; and recreational activities. In addition,
the City provides water and wastewater services, a system of municipal parks, and a golf course.

The Pharr Economic Development Corporation (PEDC) was formed to administer a special .5% sales
tax for economic development. It is a non-profit, industrial development corporation. Since the City
appoints all PEDC board members, the City can remove board members at will, and must approve
PEDC’s budget and plan of work, City management has included PEDC in its financial reports as a
blended component unit.

i
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PROFILE OF THE GOVERNMENT

Located on lands originally known in the 1600°s as the Seno Mejicano, the City of Pharr was founded in 1909. During a
period of great social and economic transition in the Rio Grande Valley. In 1909, John C. Kelly, Henry N. Pharr, W.E
Cage, and R.E Briggs formed the Pharr Townsite Company, platting and registering the new town. Kelly donated lots in
the original plat for early churches, including the Methodist, Baptist, Catholic, Episcopal, and Presbyterian
denominations. Pharr schools began in 1911, and the community later joined with San Juan and Alamo to create the
Pharr-San Juan-and Alamo School District. The City founders were also involved with the Louisiana - Rio Grande Canal
Co., organized in 1910 to furnish irrigation and domestic water to 40,000 acres in the Pharr area by means of a Rio
Grande Pumping Plant. The water system led the economy to shift from ranching to crop production, and the Railroad,
which came through the area in 1905 made it possible to ship the produce around the country. Amidst the explosive
growth caused by the introduction of irrigation, the coming of the railroad, and the Mexican Revolution, the City
incorporated in 1916, and became a hub for the confluence of Tejano, Anglo and Mejicano influences in the region.
Centrally located, Pharr played a key role as the agricultural frontier pushed into the brush and cattle country in the early
1900’s to form a new fertile land dubbed the “Magic Valley”. As water from the Rio Grande was being diverted for
irrigation, Pharr served as headquarters for the Louisiana-Rio Grande Canal Cormpany owned and operated by the Pharr
co founders John C. Kelly and Henry N. Pharr. The company built the historic Hidalgo Pumphouse that initially irrigated
40,000 acres of land known as Pharr-Kelly tract.

Pharr, served by two state highways and the St. Louis, Brownsville and Mexico Railway Company, became a hub and a
natural shipping center for the transportation and produce industries. By the early 1950°s, Pharr was home to 22
processing and shipping businesses including the Valley Fruit and Vegetable Company, the largest packing facility in the
world. Pharr is situated along a 43-mile cortidor, U.S Business 83, once known as the longest Main Street in America.
The City’s image as the Hub City was firmly established when the Texas Highway Department chose Pharr as its District
21 Headquarters in 1932. The 13,869 Sq mile district is composed of Ten counties and is larger than the District of
Columbia, Delaware, Connecticut an Massachusetts combined. Since the early days, Pharr sat at the cross-roads of the
two most important highways in the Valley: Highways 4 and 66, known today as Memorial Highway U.S 281 and U.S
Business 83 respectively. They intersect Pharr’s historical Main Street District and are the basis for Hidalgo County’s
historical trails, making Pharr the region’s historical hub as well. Pharr is also a center for international trade. The City
boasts of the largest International Bridge in the world and is the gateway to Latin America along U.S 281. Pharr will be
the terminus for Interstate Highway 69, NAFTA Corridor, linking Mexico, United States and Canada. In 2006, the city
of Pharr was awarded the title of All American City.

The municipal government provided by the Charter of the City of Pharr is known as the Board of Commissioners — City
Manager Form of Government. The Board of Commissioners consists of a Mayor and six (6) Commissioners which
enact local legislation, adopt budgets, determine policies, and appoint the City Manager, who is held responsible to the
Board of Commissioners for the execution of the laws and the administration of the government of the City. All powers
of the City are exercised in the manner prescribed by the City Charter, or, if the manner be not prescribed, then in such
manner as may be prescribed by ordinance, the State Constitution, or by the statutes of the State of Texas. The Mayor
and the other members of the Board of Commissioners are elected by the City at large for a term of four (4) years.

ECONOMIC CONDITION AND OUTLOQOK

Pharr is strategically located in the middle of the Rio Grande Valley of South Texas, only minutes from the Mexico
border. Today with a healthy economy and steady growth, Pharr is the hub of transportation for the region and a major
gateway for NAFTA-oriented businesses. Itis strategically located to reap the benefits of explosive growth in cornmerce
and trade. The Pharr area offers a top-quality workforce on both sides of the border. Well over 250,000 visitors enjoy
the diversity of Pharr’s culture, business and people with its variety and retail outlets, residential neighborhoods and
cultural events — Pharr’s rich heritage is unwavering. The spirit of tradition and a strong sense of community are
flourishing in Pharr.

Over the last 10 years, Pharr has experienced unprecedented growth and economic development. Its population has
steadily increased to over 60,000 people. The housing industry has been booming, businesses continue to move to Pharr
and the Pharr-Reynosa International Bridge traffic is at an all time high. The sales tax base should reverse its negative
trend in the upcoming year and increase, creating more jobs. Pharr’s road to success has been rising and now the city has
arrived. The economic fisture looks bright for Pharr, A few of the upcoming projects include:

s Healthcare facility

+  Additional industrial warehouses
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¢ Two large auto dealership in the region
e Redevelopment of Mall
¢ Retail and restaurant companies

MAJOR INITIATIVES

The City Commission and staff have identified several initiatives to address significant issues in our commmumity, These
programs are briefly described below:

Major tax activity: Well-managed economic growth is vital fo any city. It increases the tax base and thereby allows
improved services to be provided to the citizens.

Property Tax: Tax year 2008, which will be in effect during next fiscal vear, is expected to see an increase in
tax appraisals that will provide the City with levies of approximately $2 million more than this fiscal year, This
is the result of the appraisal district’s computer glitch that did not account for improvements of land for several
years. Although the result of this has created some frustration by property owners, the City is not responsible
for the increase and cannot do anything to change the results. The property tax rate is expected to slightly
decrease.

Sales Tax: Sales tax revenue is used by the City as an economic indicator. This fiscal year, sales tax revenues
were budgeted at a 7% increase trom last fiscal year. Out of the twelve months of sales tax revenues, eight of
them were negative growth from the previous fiscal year. What that means is that the City received less sales
tax revenues in this fiscal year than the previous one. Another result of this year’s sales tax collection is that the
City did not meet the budgeted expectations by over $600 thousand. This created a shortage of funds thereby
creating a need to borrow from other funds within the City. This trend began this fiscal year and is expected to
continue for at least one more. Several sales tax producing entities are moving to Pharr. Itis expected that this
negative trend will be completely positive by the fiscal year ending September 30, 2010.

Publie Safetv Assets Upgrade: Ensuring that the public safety personnel have the tools that they need to ensure the
safety of the City is always a priority to the Commmissioner’s and management. Last fiscal year, long term lease was
entered into to assist in providing much needed assets to the Police and Fire personnel.

The Police Department began what is anticipated to be a continuous fleet replacement program. In the next fiscal
vear, over a quarter of the patrol vehicles will be replaced. To assist the police department with better quality
recordings, all police vehicle camera’s will upgrade their VHS quality to digital. The recently built police building
now has a parking lot added to assist with the proper control of employee and customer parking. These assets are an
investment of nearly $1 million,

The Fire Department is in need of updated fire trucks. A new Quint ladder truck will be added to the current fleet.
This should enable the fire department to have the tools necessary to keep the citizens safe. In addition to the ladder
truck, a new pumper truck will also be purchased. These two trucks ate an investment of nearly $1.4 million,

Public Works: The cost of infrastructure continues to rise while the nead for the projects continues to be a priority.
In an effort to position the City in being able to fulfill the needs of better infrastructure, the Public Works department
will purchase assets that can be used to pave and/or repave streets in a cost effective manner, This investment in
infrastructure improvement is nearly $500 thousand.

Utility Infrastrueture: A major project to increase the utility capacity and distribution capabilities is needed. The
City is in the process of obtaining the funds in order to increase its utility assets; the main source of the funds come
via debt issuances. Debt service for utility revenue debt increased this fiscal year by nearly $2.3 million.

International Trade: The City of Phamr owns an international bridge that allows the City to have a generous revenue
source as a direct result of the North American Free Trade Agreement (NAFTA). The majority of the bridge traffic
is from commercial vehicles. Although several international bridges are being built in surrounding communities, the
City’s continuous flow of commercial traffic is expected to continue at a prosperous rate,
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FINANCIAL INFORMATION

BUDGETARY CONTROLS: The City of Pharr maintains a system of budgetary controls, the objective of which is to
ensure compliance with the legal provisions of the annual appropriated budget approved by the City Commission. The
adopted Annual Budget is the basic budget document. It governs all expenditures within a certain fiscal year, which runs
from October 1 to September 30. The City Charter states that between sixty (60) and ninety (90) days prior to the end of
the fiscal year, the City Manager is required to submit to the Board of Commissioners a proposed operating budget for
the fiscal year commencing the following October 1. Furthermore, the Charter requires that the budgeted expenditures
for governmental funds not exceed estimated resources and requires that public hearings be held prior to the adoption of
the budget. Directors are expected to review their budgets on a monthly basis. The Finance Director will periodically
review the budget and inform the Director and/or management of its status. A complete summary of significant
accounting policies and budgetary principles is presented in the notes to the financial statements.

FUND ACCOUNTING: In accordance with generally accepted accounting principles, the City of Pharr uses a fund
accounting system. Fund accounting is designed to ensure that public monies are spent for their intended purpose.
Numerous funds are necessary due to legal, financial or operating constraints. Each fund is a separate fiscal entity witha
self-balancing set of accounting books. In the financial section of the comprehensive annual financial report, each fund
type used by the City of Pharr is defined immediately prior to that fund's financial statements.

GENERAL FUND BALANCE
2007 - 08 2006 - 07 2005 - 06

Unreserved, Undesignated
General Fund, Fund Balance
(in millions) $ 2.1 $ (6.4) $ 02

Days Expenditure 23 (74) 2

The entire General Fund fund balance is $3.9 million; the unreserved, undesignated fund balance is $2.1 million and is
equal to 23 days of operating expenditures. This balance does not provides inadequate protection against unforeseen
occurrences and significantly increases the likelihood of the City entering the short-term debt market to pay for current
operating expenditures. There are no plans in entering into short-term debt for operating expenditures.

UTILITY NET ASSETS: The unreserved, available assets of the Utility I'und are reflected in the table below. The
decrease in available assets in fiscal year 2007 — 08 was due to debt service requirements. This decrease was anticipated.

Fiscal Year
2007 - 08 2006 - 07 2005 - 06
Unrestricted, Available Assels
(in millions) $ 1.5 $ 85 $ 1.9
Days Expense N 574 125

DEBT ADMINISTRATION: State law provides for and limits the issuance of debt. Furthermore, the amount of bonds
issued or to be issued by the City, or on the City's behalf, shall at no time exceed ten percent of the value of property
within the City that is subject to ad valorem tax.

General obligation bonds are backed by the full faith and credit of the City of Pharr and are used to finance permanent
public improvements. They are repaid through an apportionment of the ad valorem tax. The presently outstanding tax
supported debt of the City is rated “Baa2” by Moody’s Investors Service, Inc. and BBB Standard and Poor’s Ratings
Services,
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CASH MANAGEMENT: All City operating funds are held in interest-bearing demand accounts in the depository bank.
This money is protected by insurance from the Federal Deposit Insurance Corporation and by collateral interests in the
depository's investment securities that are pledged against the City's deposits.

Cash not required for operations is invested according to the City's written investment policy. The policy emphasizes
safety and liquidity in investing public funds. As of September 30, 2008, all of the City’s funds were available within
one year. Investments mainly consisted of investment pools and certificates of deposits.

RISK MANAGEMENT: The City continues to put high emphasis on safety concerns so as to lower workers'
compensation claims. Risk management, particularly workers’ compensation, is coordinated through the Human
Resources Department. Insurance is provided by Texas Municipal League for general and asset insurance management.

OTHER INFORMATION

INDEPENDENT AUDIT: The City’s financial statements have been audited by Oscar R. Gonzalez, CPA, a firn of a
licensed certified public accountant and his degreed accounting staff. As a result of the audit, the City's financial
statements have received an unqualified opinion. This indicates that there was no limitation on the scope of the auditor's
examination, that the financial statements conform to generally accepted accoumting principles and that the statements
present fairly, in all material respects, the financial position of the City at September 30, 2008,

AWARDS: The Government Finance Officers Association of the United States and Canada (GFOA) has never awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Pharr for its Comprehensive Anmual
Financial Report. In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized Comprehensive Annual Financial Report, whose contents conform to program
standards. Such reports must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of only one year. We believe our current report conforms to the
Certificate of Achievement Program’s requirements, and we are submitting it to GFOA to determine its eligibility for the
certificate,

ACKNOWLEDGMENTS: The preparation of the City’s second Comprehensive Annual Financial Report on a timely
basis requires a great deal of cooperation. In recognition of that, the Firance Department gratefully acknowledges the
leadership and support of the City Commission and City Manager. Furthermore, for their cooperation, the other
departments within the City of Pharr have the Finance Department's appreciation, Also, the efforts of our external audit
firm were invaluable.

Respectfully Submitted,

Fred%ay!oval l =
City Manager

Lzl )

Jan G Guerra
Director of Finance
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Independent Auditor’s Report
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710 Worth Gaye ® Pharr, TJexas 78577
el (056} 7879909 * Fax: (956) 7873067
Email- orglidn @ao[com

INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS

Members of City Council
City Of Pharr, Texas

118 South Cage Blvd.
Pharr, Texas 78577

Members of the City Council:

I have audited the accompanying financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of City Of Pharr,
Texas as of and for the year ended September 30, 2008, which collectively comprise the City's basic financial statements
as listed in the table of contents. These financial statements are the responsibility of City Of Pharr, Texas's management.
My responsibility is to express opinions on these financial statements based on my audit.

I 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. Those standards require that I plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. I believe that my andit provides a reasonable basis for my opinion.

In my 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, the discretely presented component unit, each major
fund, and the aggregate remaining fund information of City Of Pharr, Texas as of September 30, 2008, 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,

The Management's Discussion and Analysis and the budgetary comparison information identified as Required
Supplementary Information in the table of contents are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of America. I 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, I did not audit the information and
EXPress 10 epinion on it,

My audit was performed for the purpose of forming opinions on the financial statements, which collectively comprise the
City Of Pharr, Texas's basic financial statements. The accompanying schedules listed in the table of contents are
presented for purposes of additional analysis and are not required as part of the basic financial statements. This
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in my
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Gouwr B Grreipy 77
Oscar R. Gonzalez CPA

January 17, 2009
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Management’s Discussion and Analysis

As management of the City of Pharr, Texas (the City), we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City of Pharr for the fiscal year ended September
30, 2008. We encourage readers to consider the information presented here in conjunction with additional
mnformation that we have furnished in our letter of transmittal, which can be found on pages i-v of this repott.

FINANCIAL HIGHLIGHTS

* Total net assets increased over $19.6 million, or a change of 17.6% from last fiscal yeat’s net assets. This
increase was mainly due to an increase of over $10.4 million of Capital Assets net of depreciation and over
$9.5 million in investments purchased with bond money issued for future capital projects.

»  The assets of the City’s governmental activities exceeded its liabilities at the close of the most recent fiscal
year by over $63.8 million (net assets). Of this amount, over $4.8 million (unrestricted nct assets) may be
used to meet the government’s ongoing obligations to citizens and creditors. This is an increase of more
than $2.2 million in unrestricted net assets, or 84.0%. The increase is due to a reduction m the need to
restrict net assets.

®  The assets of the City’s business-type activities exceeded its labilities at the close of the most recent fiscal
year by over $13.5 million (net assets). Of this amount, over $2.5 million (unrestricted net assets) may be
used to meet the government’s ongoing obligations to citizens and creditors. This is a reduction of nearly
$2.0 million, or 44.0%. The decrease is due to the cash payment of $2 million that was combined with a
revenue bond refunding issuance,

*  The General Fund assets exceeded its liabilities by over $3.8 million (fund balance). Of this amount, over
$2.0 million (unreserved fund balance) may be used to meet the General Fund’s ongoing obligations. This
is an increase of over $8.4 million, or 132.5%. The increase is due to the entire City’s efforts to correctly
state the interfund payables and receivables. With City Commission approval, they were corrected via
transfers in and out to arrive at a more realistic armount.

e At the end of the current fiscal year, unreserved, undesignated fund balance for all governmental funds
increased by more than $10.8 million, or 196.9%. This increase is mainly due to the General Fund’s $8.4
million change and the Capital Projects $1.5 million increase. See the previous bullet for an cxplanation
for the increase.

* The City’s Enterprise fund’s change in net assets increase this current year from prior year by over $11.3
million, or 405.7%. The increase is due to the Bridge’s increase of over $5.7 million and the Golf Course’s
increase of over $6.3 million. The Bridge transferred over $3.7 million less and the Golf Course received
over $6.1 million in transfer funds this year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City’s basic financial statements. The
City’s basic financial statements comprise of three components: 1) government-wide financial statements, 2} fund
financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the City’s
finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the City’s assets and liabilitics, with the difference
between the two 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 is improving or deteriorating.

The Statement of Activities presents information showing how the City’s net assets changed during the most recent
fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).



Both of the government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all
or a significant portion of their costs through user fees and charges (business-type activities). The governmental
activities of the City include services provided to the citizens for the basic health, safety, welfare, and administration
of the City. Examples would include police and fire protection, animal control, streets, and parks and recreation.
The business-type activities of the City which include the services provided to the citizens, the cost of which is
recouped by user fees charged for the services. This includes water and wastewater services, bridge toll, and golf
course fees to all residents and businesses.

The government-wide financial statements include not only the City itself (known as the primary government), but
also legally separate component units for which the City is financially accountable: the Education Finance Authority
and the Pharr Economic Development Corporation,

The government-wide financial statements begin on page 13 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The City, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of the funds of the City can be divided
into four categories: governmental funds, proprietary funds, fiduciary funds, and discretely presented component
units.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of resources that can be spent, as well as on
balances of resources that can be spent available at the end of the fiscal year. Such information may be usefir] in
evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-term financing decisions. Both the governmental funds Balance
Sheet and the governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City maintains three major and six nonmajor governmental funds. Information for the major funds is presented
separately in the governmental funds Balance Sheet and in the governmental funds Statement of Revenues,
Expenditures, and Changes in Fund Balances for the General Fund and the Capital Projects Fund, both of which are
considered to be major funds. Data from the nonmajor governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor funds is provided in the form of combining statements
elsewhere in this report.

The City adopts an annual appropriated budget for the General, Community Development, Debt Service, and
Hotel/Motel governmental funds. A budgetary comparison statement has been provided for the major funds to
demonstrate compliance with this budget.

The City’s governmental funds financial statements begin on page 15 of this report,
Proprietary Funds

The City maintains two different types of proprietary funds, enterprise funds and internal service funds. Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide financial
statements. The City uses enterprise funds to account for its water and wastewater operations, its bridge toll and
golf course operations. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City’s various functions. The City uses internal service funds to account for its vehicle repair
and worker’s compensation activities. The workman’s compensation insurance fund is closed out this fiscal year.
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Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprictary funds financial statements provide separate information for the water and wastewater
operations and its bridge toll and golf course operations. Conversely, internal service funds are combined into a
single, aggregated presentation in the proprietary funds financial statements. Individual fund data for the internal
service funds are provided in the form of combining statements elsewhere in this report.

The basic proprietary funds financial statements begin on page 22 of this report.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of those funds are not
available to support the City’s own programs. The accounting used for the fiduciary funds is much like that used for
proprictary funds. The City has one fiduciary fund. The Retired Vohmteer Firefighter’s Pension Fund is an agency
fund which accumulates resources for pension benefit payments to retired volunteer firefighter’s or their resulting
widow.

The fiduciary funds financial statements begin on page 28 of this report.

Nates to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
govemment-wide and fund financial statements.

The notes to the financial statements begin on page 31 of this report.
Other Information

The City’s progress in funding its obligations to provide pension benefits to its employees can be found at the end of
the notes to the financial statements.

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the result of activities comparing the budget versus actual.

The combining statements referred to earlier in connection with nonmajor governmental finds are presented
immediately following the required supplementary information.

The Combining and individual fund information and other supplementary statements and schedules begin on page
62 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of 2 government’s financial position. In the
case of the City, assets exceeded liabilities by over $131.4 million at the close of the fiscal year.

The City’s condensed Statement of Net Assets along with last fiscal year’s numbers is presented for comparison in
the table is presented in the following page.



City of Pharr’s Net Assets

Table 1 —Dollars in Milliens Governmental Business-Type
Activities Activities Total
2008 2007 2008 2007 20608 2007
Assels
Current and other assets $23.0 $21.6 $69.8 $594 $92.8  $81.0
Capital assets 74.6 70.9 73.9 67.1 148.5 138.0
Total assets $97.6 $925 $143.7 $126.5 $241.3 $219.0
Liabilities
Long-term liabilities $24.8 $30.7 $68.0 $69.4 $92.8 $100.1
Other liabilities 8.9 4.2 8.1 2.9 17.0 7.1
Total liabilities $33.7 $349 $76.1 $72.3 $109.8 $107.2
Net Assets
Invested in capital assets,
net of related debt $50.9 $40.2 $59.2 %466 $110.1 $86.8
Restricted 32 14.8 5.8 3.0 14.0 17.8
Unrestricted 4.8 2.6 2.6 4.6 7.4 7.2
Total net assets $63.9 $357.6 $67.6 $54.2 $131.5 $111.8

By far the largest portion of the City’s net assets (83.7%) reflects its investment in capital assets (e.g., land
buildings, machinery, and equipment), less any related debt used to acquire those assets that is still outstanding. The
City uses these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City’s investments in its capital assets is reported net of related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

A portion of the City’s net assets, $14.0 million, represents resources that are subject to external restrictions on how
they may be used. The remaining balance of unrestricted net assets (37.4 million) may be used to meet the
governmment’s ongeing obligations to citizens and creditors.

At the end of the current fiscal year, the City is able to report positive balances in all three categories of net assets
for the government as a whole. The same situation held true for the prior fiscal year.

The City’s condensed Changes in Net Assets along with last fiscal year’s numbers are presented for comparison in
the table on the following page.



City of Pharr’s Changes in Net Assets

Table 2 — Dollars in Millions Governmental Business-Type
Activities Activities Total
2008 2007 2008 2007 2008 2007
Revenues
Program Revenues:
Charges for services 5 94 % 383 8 215 8§ 195 $ 309 5 278
Operating grants and contributions 2.5 1.9 - - 25 1.9
Capita) grants and contributions 1.5 6.7 6.9 3.1 8.4 9.8
General Revenues:
Property tax 13.1 113 - - 13.1 11.3
Sales tax 11.3 11.2 - - 113 11.2
Other taxes 3.1 29 - - 3.1 29
Other 0.8 2.6 1.6 1.5 24 4.1
Total Revenues 41.7 44.9 30.0 24.1 1.7 69.0
Expenses: -
General governmental 8.3 11.0 - - 83 11.0
Public safety 18.5 16.5 - - 18.5 16.5
Strects 2.1 25 - - 2.1 25
Health and welfare 4.5 3.5 - - 4.5 3.5
Culture and recreation 3.8 33 - - 3.8 33
Interest of debt service 1.1 14 - - 1.1 14
Utility - - 9.3 7.9 9.3 7.9
Toll bridge - - 33 35 3.3 35
Tierra Del Sol Golf Course - - 1.2 1.2 1.2 1.2
Total Expenses 383 382 13.8 12.6 52.1 50.8
Increase in net assets before
special items and transfers 34 6.7 16.2 11.5 19.6 18.2
Transfers 2.1 8.7 {2.1) (8.7) - -
Increase in net assets 5.5 154 14.1 2.8 19.6 18.2
Net assets - beginning 57.6 43.7 54.2 51.7 111.8 95.4
Prior period adjustment 0.8 (1.5) (0.7) (0.3) 0.1 (1.8)
Net assets - ending § 639 § 576 $} 676 § 542 $ 1315 5 1118

Governmental Activities

Governmental activities increased the City’s net assets by $5.5 million. Key elements of this increase are described
as follows:

e Contributed capital from real estate developers was more than $1.4 million
o  Transfers from the business-type funds for operations were $2.1 million
* Increase of $1.8 million in City taxes

The City’s governmental activities’ revenues source distribution is presented on the following page.



Revenues by Source — Governmental Activities

Contributed Investment
capital 3% Earnings 1%

Other 1%

Operating
Grants 6%

Property Taxes
31%

Charges for _./
Services 23% |

Other Taxes 3%_/

Sales Taxes
27%
Franchise
Taxes 5%

Business-Type Activities

Business-type activities increased the City’s net assets by $14.1 million. Key elements of this increase are described
as follows:

»  Contributed capital by real estate developers was more than $6.9 million
»  Charges for services increased by $2 million
e Transfers out to Governmental Activities decreased by more than $6.6 million

The City’s Business-Type activities’ revenue source distribution is presented below.

Revenues by Source — Business-Type Activities

Investment
Earnings 5%

Other 1%

Contributed
capital 23%

Charges for
Services 71%

Finaneial Analysis of the Government’s Funds

As noted earlier, the City of Pharr uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, and balances of
resources that may be spent. Such information is useful in assessing the City’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of a government’s net resources available for
spending at the end of the fiscal year.



The following schedule presents a summary of general fund, special revenue funds, debt service fund, and capital
projects funds revenues for the years ended September 30, 2008 and 2007.

Revenues: General,

Special Revenue, Debt Service, and Capital Funds

Table3 - Dollars in thousands Percent of
Percent Percent Increase Increase
2008 of Total 2007 of Total {(Decrease) {Decrease)
Property taxes $12,977.6 21.5% $11,899.6 22.8% $ 1,078.0 9.1%
Sales taxes 11,3049 18.7% 11,159.9 21.4% 145.0 1.3%
Franchise taxes 1,897.4 3.1% 1,810.5 3.5% 36.9 4.8%
Other taxes 1,189.7 2.0% 1,102.8 2.1% 86.9 7.9%
License and permits 684.5 1.1% 385.6 1.7% (201.1) 22.7%
Intergovernmental 24550 4.1% 1,751.5 3.4% 703.5 40.2%
Fees and charges 6,382.3 10.6% 5,073.0 9.7% 1,309.3 25.8%
Fines 815.1 1.3% 799.9 1.5% 15.2 1.9%
Interest 349.5 0.6% 444.7 0.9% (95.2) -21.4%
Other 709.0 1.2% 1,969.0 3.8% (1,260.0) -64.0%
Transfers 16,941.3 28.0% 9,298.3 17.8% 7,643.0 82.2%
Debt proceeds 2.871.0 4.8% 2,479.9 4.8% 397.1 16.0%
Proceeds from sale of asset 1,818.7 3.0% 3,478.5 6.7% (1,659.8) -47.7%
$60,402.0 100.0% $52,153.2 100.0% $ 8,248.8 15.8%

—— e meverrre——_—4 e e rrrame

Governmental funds reported an increase of $8.2 million of revenues, or approximately 15.8.0%. Key elements of
this increase are as follows:

Increase in property tax appraisals that provided more than $1 million in revenues

Increase in sanitation revenues and PEDC rental income of $600 thousand each

Decrease of roughly $1.1 million in contributions for capital projects and long-term debt

Transfer of $7.6 million that was needed to clear uncollectible payables from the respective funds
Decrease of roughly $1.6 million in proceeds from sale of assets due to a reduction in sale of PEDC assets

The following schedule presents a summary of general fund, special revenue funds, and capital projects fund
expenditures for the years ended September 30, 2008 & 2007.

Expenditures: General,
Special Revenue, Debt Service and Capital Funds

Table 4 - Dollars in thousands Percent of
Percent Percent Increase Increase

2008 of Total 2007 of Total (Decrease) (Decrease)

General $ 6,033.8 9.94% $12,942.8 26.33% $ (6,909.0) -53.4%
Public safety 19,3925 31.95% 15,641.8 31.81% 3,750.7 24.0%
Highways and streets 4,443.5 7.32% 2,121.1 431% 2,3224 109.5%
Health and welfare 4,305.9 7.09% 3,483.5 7.09% 8224 23.6%
Culture and recreation 3,661.0 9.33% 3,421.7 6.96% 2,239.3 65.4%
Economic development 2,066.8 3.41% 5,756.6 11.71% (3,689.8) -64.1%
Debt service 4,379.8 7.22% 53,1293 10.43% (749.5) -14.6%
Transfer out 14,4154 23.75% 668.6 1.36% 13,746.8 2056.1%
$ 60,698.7 100.00% $49,165.4 100.00% $11,5333 23.5%




Governmental funds reported an increase of $11.5 million of expenditures, thereby accounting for an increase of
approximately 23.5%. Key elements of this increase are ag follows:

* A decrease of capital project general expenditures of roughly $4.3 million

*  General capital asset purchase decrease of roughly $1 million

*  Public safety increased due to police expenditures increasing by $1.5 million ($300,000 in capital leases, $1
million in capital asset purchases} and fire expenditures increasing by $1.2 million (capital lease increase of
$300,000 and capital asset purchases of $300,000)

Street capital projects increased by roughly $1.9 million

Library capital projects incteased by roughly $1.8 million

PEDC decreased capital outlay expenditures by $3.2 million

Transfer of $13 million that was needed to clear uncollectible payables from the respective funds

Governmental Fund Balance

The general fund is the chief operating find of the City. At the end of the current fiscal year, unreserved fund
balance of the general fund was a positive $2.1 million, a stark contrast to last year’s negative $6.4 million. Total
fund balance reached $3.9 million. As a measure of the general fund’s liquidity, it may be useful to compare both
unreserved fund balance and total fund balance to total fund expenditures. Unreserved fund balance 1epresents
6.25% of total general fund expenditures, while total fund balance represents 11.7% of that same amount.

Fund Balance: General,
Capital Funds, Special Revenue and Debt Service

Table 5 Percent of
Increase Increase

2008 2007 (Decrease) (Decrease)

General fund $ 3,886,237 $ 4,600,125 $ (713,388) -15.5%
Capital projects - 781,544 (781,544) 100.0%
Special revenne 71,672,127 6,481,785 1,190,342 18.4%
Debt service 283,561 1,225 846 (942,285) -76.9%
$ 11,841,925 $ 13,089,300 $ (1,247,375) -9.5%

The fund balance in the governmental funds decreased by approximately $1.2 million, or (9.5%). The fund balance
of the City’s general fund decreased by $714,000, or (15.5%), during the fiscal year. The key factors to this
decrease was the prior period adjustments totaling $936,000, see Note II-F for details.

The fund balance of the City’s Capital Projects Fund decreased by $781,000, or 100.0%, during the fiscal year,
reflecting the payment of outstanding project commitments.

The fund balance of the City’s Special Revenue Fund increased by $1,190,000, or 18.4%, during the fiscal year,
reflecting the increases in fund balance of the Hotel/Motel fund by $700,000, Asset Sharing fund by $200,000, and
the PEDC by $365,000.

The fund balance of the City’s Debt Service Fund decreased by $942,000, or 76.9%, during the fiscal year,
reflecting the payment of outstanding debt that was anticipated.

Proprietary Funds
The City’s proprietary funds provide the same type of information found in the government-wide financial

statements, but in more detail. The City has three proprietary funds, the Utility Fund, the Toll Bridge Fund, and the
Tierra Del Sol Golf Course Fund.
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Table number 6 provides an overview of the change in operating revenues and investment earnings for the business-

type operations of the City.

Table 6 - Dollars in thousands Percent of
Percent Percent Increase Increase

2008 of Total 2007 of Total (Decrease) {Decrease)
Water sales $ 6,5994 22.9% $ 5,484.5 26.2% 3 L1149 20.3%
Sewer sales 5,208.2 18.0% 4,562.7 21.8% 645.5 14.1%
Tol fees 8,185.8 28.4% 7,967.9 38.1% 2179 2.7%
Golf course fees 620.3 2.1% 2254 1.1% 3949 175.2%
Other revenues 1,133.2 3.9% 1,397.0 6.7% (263.8) -18.9%
Intergovernmental 5,608.4 19.6% 3975 1.9% 5,270.9 1326.0%
Interest 1,451.4 5.0% 865.6 4.1% 585.8 67.7%
§ 28,866.7 100.0% $20,900.6 100.0% $ 7,966.1 38.1%

Water and sewer consumption revenues increased by roughly $1.8 million, which was an increase of 34.4%. This
increase was expected due to the consumption rates being increased.

Intergovernmental revenues increase revenues by $5.3 million, or 1,326.0%. This increase is mainly due to grants
received for capital outlay projects.

Interest revenues increased revenues by $585,000, or 67,7%. This increase was due to debt service funds on hand
for capital projects.

GENERAL FUND BUDGETARY HIGHLIGHTS
Variations in overall budgeted expenditure amounts from the original General Fund budget is due only to a one time

debt payment transfer to the Bridge fund and annual pay supplement that was approved by the City Commission.
(see the Notes to Basic Financial Statement for additional information on budgetary policy)

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The City of Pharr’s investment in capital assets (net of accumulated depreciation) for its governmental and business-
type activities as of September 30, 2008, amounts to $148.5 million. This investment in capital assets includes land,
buildings and system improvements, and machinery and equipment. The total increase in the City’s investroents in
capital assets for the current fiscal year was $10.5 million.

City of Pharr’s Capital Assets

(Net of depreciation)
Table 7 - Dollars in millions Governmental Business-Type
Activities Activities Total
2008 2007 2008 2007 2008 2007

Land $ 44 § 5.8 $ 26 % 24 $ 70§ 8.2
Building and system

Improvements 18.7 19.1 18.2 18.8 36.9 379
Other improvements 45 43 2.8 2.9 73 7.2
Machinery and equipment 5.6 38 4.1 4.6 9.7 8.4
Infrastructure 38.5 359 349 339 73.4 69.8
Construction in progress 29 2.0 113 4.5 14.2 6.5

$§ 746 3 709 § 739 % 671 § 1485 § 138.0
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Additional information on the City’s capital assets can be found in the Notes to the Financial Statements in this
report

Long-Term Debt

At the end of the current fiscal year, the City had total contractually obligated long-term debt of $98.0 million. The
details of the change in debt from 2007 through 2008 as indicated:

Table 8 - Dollars in millions Percent
2008 2007 Chan&_ Change
Governmental
Bonds $ 158 § 159 b (0.1 -0.63%
Certificates of obligation 3.9 5.0 (1.1) -22.00%
Capital leases 5.6 5.5 0.1 1.82%
Notes 0.8 1.0 {0.2) -20.00%
26.1 274 (1.3) -4.74%
Business-Type
Bonds 67.0 61.7 5.3 8.59%
Notes 4.6 6.0 (14 -23.33%
Capital leases 0.3 0.8 (0.5) -62.50%
71.9 68.5 34 4.96%
Total $ 980 $ 95.9 5 2.1 2.19%

Long-term debt for the Governmental activities decreased by $1.3 million. This decrease was due to the standard
retirement in debt.

Long-term debt for the Business-Type activities increased by a net $3.4 million. This increase was due to the
standard retirement in debt plus the issuance of refund bonds by the Utility fund.

Additional information on the City’s capital assets can be found in the Notes to the Financial Staternents in this
report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

®  Plans for a mid-sized entertainment center by local investors have been drawn up for tourism, property,
hotel/motel, and sales tax funds to increase.
* New owners of the retail shopping mall have shown interest in upgrading the area and allowing for an

oppertunity for economic growth,

* The need for a new comprehensive master plan has been identified. This will allow for better management
growth for the city of Pharr,

* Annexation plans and public hearing that would almost double the current acreage area of the city has
already begun.

Major wholesale business is looking at Pharr to expand its business.
* Industrial area located close to the international bridge continues to expand annually.

All of these factors were considered in preparing the City’s budget for the 2008-09 fiscal year.

REQUESTS FOR INFORMATION

‘This financial report is designed to provide a general overview of the City’s finances for all those with an interest in
the City’s finances. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to City of Pharr, Office of the Finance Director, P.O. Box 1729, Phar,
TX 78577.
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BASIC FINANCIAL STATEMENTS



ASSETS
Cash $
Investments
Receivables {net of allowance
for uncoliectibles)
Internal balances
Inventories
Resfricted assets:
Cash
Cash with Fiscal Agent
Intergovernmental receivable
Unamertized Bond issuance costs
Capital assets not being depreciated:
tand
Construction in progress
Capital assets net of accumulated
depreciation;
Buildings and system
Improvements other than buildings
Machinery and equipment

Infrastructure
Total assets $
LIABILITIES
Accounts payable $

Deferred revenue

Matured bonds and notes payable
Liabilities payable from restricted assets
Long-term deht, net

Total liabilities

NET ASSETS

Invested in capital assets, net of

related debt
Restricted for:

Debt service

Capital projects

Other purposes
Unrestricted {deficit)

Total net assets

Total liabilities and net assets $

The notes o the financial statements are an integral part of this statement

CITY OF PHARR, TEXAS

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008
Component
Primary Government Unit
Education
Governmental Business-Type Finance
Activities Activities Total Authority
11,181,930 $ 2,247,826 § 13,439,756 § 5,000
506,546 37,569,269 38,075,815 -
9,291,478 2,399,549 11,691,027 4,616,535
{872,685) 872,685 - -
90,186 93,238 183,424 -
96,596 8,387,268 8,483,864 -
1,729,724 13,570,000 15,299,724 40,117
229,870 1,398,353 1,628,223 -
774,260 3,272,945 4,047,205 69,442
4,378,377 2,604,856 6,983,233 -
2,847,966 11,251,563 14,099,529 -
18,653,202 18,181,582 36,834,784 -
4,523,996 2,809,095 7,333,091 -
5,637,780 4,095,484 9,733,264 -
38,526,575 34,940,678 73,467,253 -
97,605,801 143,694,391 § 241,300,192 4,731,094
3,056,297 $ 1,136,752 % 4,193,049 3,334
356,025 49,874 405,899 4,656,575
4,273,639 4,786,768 9,060,407 246,511
1,252,520 2,194,626 3,447,146 -
24,788,975 67,972,055 92,761,030 4,370,024
33,727,456 76,140,075 109,867,531 9,276,444
50,941,141 59,224,261 110,165,402 -
443,208 4,915,828 5,359,036 -

- 846,331 846,331 -
7,672,128 - 7.672,128 -
4,821,868 2,567,896 7,389,764 {(4,545,350)

63,878,345 67,554,316 131,432,661 (4,545,350)
97,605,801 143,694,391 § 241,300,192 $ 4,731,094
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CITY OF PHARR, TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2008
Economic
Capital Development Other Total
General Projects Corporation Governmental Governmental
ASSETS
Cash $ 3870847 $ 10,746 $ 3,821,296 § 3,357,119 % 11,060,008
Investments 282,229 - - 224,317 506,546
Receivables (net of allowance for
uncollectible):
Property taxes 1,972,514 - - 289,145 2,261,659
Warrants 2,881,516 - - - 2,881,516
Sales tax 1,895,814 - - - 1,895,814
Notes - - 105,494 71,439 176,933
Accounts 1,171,536 - - - 1,171,536
Other 513,570 81,534 27,167 281,749 904,020
Inventories 75,902 - - - 75,802
Due from other funds 614,628 - 473,953 - 1,088,581
Restricted assets:
Cash 79,019 - 17,577 - 96,596
Cash with Fiscal Agent 1,729,724 - - - 1,729,724
intergovernmental receivable - - - 229,870 229,870
Total assets $ 15,087,299 $ 92280 $ 4445487 $ 4453639 $ 24,078,705
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable $ 2309595 § 92280 % 6,907 $ 92777 § 2,501,559
Accrued payroll 336,458 - 3,728 - 340,186
Accrued liabilities - - - - -
Due to other funds 1,487,413 - - 469,289 1,956,702
Escrow accounts 312,535 - - - 312,535
Deferred property tax 1,856,388 - - 271,852 2,128,240
Deferred accounts 1,760,018 - - - 1,760,018
Deferred revenue 3,138,655 - - 98,885 3,237,540
Total liabilities 11,201,062 92,280 10,635 932,803 12,236,780
Fund balances (deficits):
Reserved for:
Encumbrances 973,250 - - - 973,250
Inventory 75,902 - - - 75,902
Debt service - - - 283,561 283,561
Economic development - - 4,434,852 - 4,434,852
Unreserved for:
General fund 2,080,612 - - - 2,080,612
Special revenue - - - 3,237,275 3,237,275
Unreserved, designated for:
Capital assets 756,473 - - - 756,473
Total fund balances 3,886,237 - 4,434,852 3,520,836 11,841,925
Total liabilities and fund balances $ 15087209 $ 92,280 § 4445487 $ 4453639 $ 24,078,705

The notes fo the financial statements are an integral part of this statement
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CITY OF PHARR, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET ASSETS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

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

Total fund balances - governmental funds balance sheet § 11,841,925

(N

)

3

4

(8)

(6)

(M

When capital assets that are to be used in governmental activities are purchased,
the cost of those assets are reported as expenditures in governmental funds.

However, the statement fo net asset includes those capital assets among the

assets of the cily as a whole Cost of capital assets 115,287,109
Accumulated depreciation {41,410,789) 73,876,320

Internal service funds are used by management to charge the costs of fleet
management and workman's compensation to individual funds.
100% of the assets is allocated to governmental activities. The assets and
liabilities of these internal service funds are included in governmental activities
in the statement of net agsets
Garage 691,575
Workman's Compensation - 691,575

Long-term liabilities applicable to the city's govemmental activities are not
due in the current period and accordingly are not reported as fund liabilities.

Al liabilities, both current and long-term, are reported in the statement of

net assets
Bonds/Certificates/Notes (20,490,000}
Capital leases (5,576,019}
Unamortized debt activity 774,260 (25,291,759)

Because some property tax will not be collected for several months after the
city's fiscal year ends, they are not considered as "available” revenues in the
govemmental funds and are considered deferred in governmenal funds

Tax receivable 3,013,010
Allowance _ (751,353)
Accrual {133,418} 2,128,239

Because some sanitation, brush, and paving fees will not be collected
for several months after the city's fiscal year ends, they are not considered
as "available" revenues in the governmental funds and are considered

deferred in governmenal funds Sanitation 633,023
Brush & Debris 131,590
Paving 55,422 820,035

Interest expense in the statement of activities differs from the amount
reported in governmental funds due to accrued interest calculated

for bonds and notes payable Bonds {81,793)
Certificates (23,091)
Notes (7.322) (112,206)

Certain accrued obligations not normally expected to be liquidated with
expendable available financial resources unless they are due for payment
in the current period. The difference in compensated absences from last
year to this year is recorded in the statement of activities

Current (1,225,652}
Long-term {1,731,650) (2,957,302)
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CITY OF PHARR, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET ASSETS
FOR THE YEAR ENDED SEPTEMBER 30, 2008 - Continued

(8) Because some warrants will not be collected for some time after the
city's fiscal year ends, they are not considered as "available”
revenues in the governmentat funds and are considered deferred in

govermnmenal funds Woarrants receivable 5,187,826
Allowance {(2,306,308) 2,881,518
Net assets of governmental activities - statement of net assets $ 63,878,345

The notes fo the financial staterments are an integral part of this statement
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

REVENUES

Taxes:

Property

Sales

Franchise

Other
Licenses and permits
Intergovemmental
Fees and charges:

Sanitation

Brush

Other
Fines
Special assessments
Interest income
Contributions and donations

Other
Total revenues

EXPENDITURES

Current:

General government

Public safety

Highways and sfreets

Health and welfare

Culture and recreation

Economic development
Debt service:

Principal

Interest

Total expenditures

Excess (deficiency) of revenues
over {(under) expenditures

CITY OF PHARR, TEXAS

OTHER FINANCING SOURCES {USES)

Transfers in

Transfers (out)

Proceeds from sale of land
Bond/loan proceeds

Total other financing sources

and uses
Net change in fund balance
Fund balance {deficit) - beginning
Prior period adjustment

Fund balance - ending

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008
Economic
Capital Development Other Total
General Projects Corporation Governmental Governmental
$ 11,450,404 §$ - - $ 1,527,174 § 12,977,578
8,478,696 - 2,826,232 - 11,304,928
1,897,438 - - - 1,897,438
183,154 - - 1,006,532 1,189,686
684,506 - - - 684,506
216,542 - - 2,238,483 2,455,025
3,868,368 - - - 3,868,368
1,011,182 - - - 1,011,182
774,290 - 611,705 116,689 1,502,684
815,060 - - - 815,060
65,323 - - - 65,323
155,937 17,772 92,707 83,034 349,450
9,529 - - - 9,529
563,254 - 17,774 53,260 634,288
30,173,683 17,772 3,548,418 5,025,172 38,765,045
4,935,928 582,418 - 515,458 6,033,804
18,273,923 - - 1,118,552 19,392,475
2,270,708 1,980,961 - 191,822 4,443,491
4,305,918 - - - 4,305,918
3,528,231 1,765,896 - 366,883 5,661,010
- - 2,066,824 - 2,066,824
- - 1,935,804 1,435,000 3,370,804
- - 176,101 832,857 1,008,958
33,314,708 4,329,275 4,178,729 4,460,572 46,283,284
(3,141,025) (4,311,503) {630,311) 564,600 {7,518,239)
10,355,818 5,880,579 10,000 694,908 16,941,305
(9,869,569) {2,322,400) (820,000) {1,403,467) (14,415,436)
- - 1,805,311 13,425 1,818,736
2,877,000 - - - 2,877,000
3,363,249 3,558,179 995,311 (695,134) 7,221,605
222,224 (753,324) 365,000 (130,534) (296,634)
4,800,125 781,544 4,056,263 3,651,370 13,089,302
{936,112) {28,220) 13,5689 - {950,743)
$ 3,886,237 $ - 4,434,852 $ 3,520,836 $ 11,841,925

The notes to the financial statements are an integral part of this statement
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CITY OF PHARR, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2008

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

(1)

2)

(3)

)

()

(6}

Net change in fund balances - total governmental funds $(296,634)

Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense. This
is the amount by which capital outlays exceeded depreciation in the

current period Capital assets purchases 6,768,887
Depreciation expense (3,156,740} 3,612,147

Governmental funds do not recognize developer contribution of land, roads,
paving and draining as donation/contribution revenue nor as an increase
in governmental expenditures. This is the net amount by which centributed
capital increased the capital assets net or related debt of the city

Contributed capital - drainage 570,102

Contributed capital - streets 928,342
Depreciation - sanitation {7,798)
Depreciation - highways {9.463) 1,481,223

Internal service funds are used by management to charge the costs of fleet
management and workman's compensation to individual funds. 100%

is allocated to governmental activities. This is the net revenue of certain
activities of internal service funds

Garage 94,311
Workman's Compensation {663,227} {458,916}

Repayment of bond principal is reported as an expenditure in governmental
funds. For the city as a whole, however, the principal payments reduce the
liabilities in the statement of net assets and do not result in an expense in
the statement of activities. The city's bonded debt was reduced in due fo
principal payments made to bondholder's and the amortization of the

debt issuance cost, premium/discount, and gain or loss on refunding, which
results in an increase to interest expenses. Also, any new debt issuances
are recorded as other financial sources but not counted as revenue in
governmental activities. This is the result of debt activity

New lease proceeds (2,877,000)
Bonds/Certificates/Notes 4,247 565
Unamortized debt activity (106,571) 1,263,994

Because some property tax will not be collected for several months after the
city's fiscal year ends, they are not considered as "available” revenues in the

governmental funds Current tax 934,928
Delinquent tax (830,438} 104,490

Because some sanitation and brush fees will not be collected for several
months after the city's fiscal year ends, they are not considered as
"available” revenues in the governmental funds
Garbage 48,958
Brush 3,634 52,592
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CITY OF PHARR, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES - Continued
FOR THE YEAR ENDED SEPTEMBER 30, 2008

(7} Interest expense in the statement of activities differs from the amount
reported in governmental funds due to accrued interest calculated
for bonds and notes payable Current year accrual 112,205
Prior year accrual {118,980} (6,775)
(8) Certain accrued obligations not normally expected to be liquidated

with expendable available financial resources unless they are due for
payment in the current pericd. Compensated absences is recorded

in the statement of assets Current year (2,957,301)
Prior year 3,264,179 306,878
9) Because some warrant fines will not be collected for some time after the
city's fiscal year ends, they are not considered as "available” revenues in the
governmental funds Prior Year Warrant A/R (2,069,825)
Current Year Warrant A/R 2,881,516 811,691
{10) The proceeds from the sale of land are reported as revenue in the

governmental funds. Howevet, the cost of the land sold is removed
from the capital asset account in the statement of net assets and
offset against the sale proceeds resulting in a "gain on sale of
asset" in the statement of activities. Thus, more revenue is reported
in governmental funds than the gain in the statement of activities

PEDC sale proceeds {1,805,311)
Gain on sale 346,883 (1,458,428)
Change in net assets of governmental activities $§ 5412,262

The notes fo the financial statements are an integral part of this statement
20
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