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Raul Hernandez & Company, I.C.
Certified Public Accountants
5402 Holly Rd, Suite 102
Corpus Christi, Texas 78411
Office (361)980-0482 Fax (361)980-1002

INDEPENDENT AUDITORS’ REPORT

To the TTonorable Mayor
Members of the City Comumission
City of Pharr, Texas

Report on the Financial Statements
Opinion

We have audited the financial statements of the governmental activities, the business-type activities, the
aggrepate discretely presented component units, each major fund, and the aggregate remaining fund information
of the City of Pharr, Texas, as of and for the year ended September 30, 2025, and the related notes to the financial
staterments, which collectively comprise the City of Pharr, Texas’s basic financial statements as listed in the table
of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the respective
financial position of the governmental activitics, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Pharr, Texas, as
of September 30, 2025, and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Qur responsibilitics under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the City of Pharr, Texas and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit, We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Emphasis of Matter — Change of Accounting Principle
As discussed in the notes to the financial statements, during the year ended September 30, 2025, the City of

Pharr, Texas adopted new accounting standards issued by the Governmental Accounting Standards Board. Our
opinion is not modified with respect to this matter.



Emphasis of Matter — Discretely Presented Component Unit

As discussed in the notes to the financial statements, during the year ended September 30, 2025, the Public
Facility Comoration — Jackson Place Apartments, a discretely presented component unit of the City, sold its only
operating asset and used the procceds primarily to retire all outstanding debt and obligations. As a result of this
transaction, the component unit had no remaining assets or liabilities as of year-end. Our opinion is not modified
with respect to this matter.

Responsibilities of Management for the Financial Statements

The City of Pharr, Texas's management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of America, and for
the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

[n preparing the financial statements, management is required to evaluate whether there are conditions or evenls,
considered in the aggregate, that raise substantial doubt about the City of Pharr, Texas's ability to continue as a
going concem for twelve months beyond the financial statement due date, including any currently known
information thal may raise substantial doubt shortly thereafler.

Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as frand may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in
the ageregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with gencrally accepted auditing standards and Government Auditing
Standards, we:

s Exercise professional judgment and maintain professional skepticism throughout the audit.

e Idennfy and assess the risks of material misstatement of the financial stalerments, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
stafements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City of Pharr, Texas’s internal control. Accordingly, no such opinion is
expressed.

s Evaluate the appropriateness ot accounting policics used and the reasonableness of significant
accounling estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregale, that
raise substantial doubt about the City of Pharr, Texas's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis and budgetary comparison and schedule of the City of Pharr, Texas’s proportionate
share of the net pension liability and schedule of City of Pharr, Texas’s pension contributions, and schedule of
the City of Pharr, Texas's proportionate share of the net OPEB liability and schedule of City of Pharr, Texas's
OPEB contributions identified as required supplementary information, as listed in the table of conlents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, 1s required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses Lo our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
gvidence Lo express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Pharr, Texas’s basic financial statements. The combining and individual nonmajor fund
staternents, the schedule of expenditures of federal and state awards as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance) and the State of Texas Grant Management Standards, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The combining and
individual nonmajor fund financial statements are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly Lo
the underlying accounting and other records used to prepare the basic [inancial statements or to the basic financial
statements themselves, and other additional procedures in aceordance with auditing standards generally accepted
in the United States of America. In our opinion, the schedule of expenditures of federal and state awards, the
combining statements and individual nonmajor fund financial statements are Fairly stated, in all material respects,
in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 20, 2026, on
our consideration of the City of Pharr, Texas's internal control over financial reporting and on our lests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements anl other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of intemal
control over financial reporting or on compliance. That report is an integral part of an audit performed m
accordance with Government Auditing Stundurds in considering City of Pharr, Texas’s internal control over
financial reporting and compliance.

/?#E{JH%’M»?W(Z%? 9= Cﬂw‘;ﬂm@/ /:E'.> (:‘7

Corpus Christi, Texas
March 20, 2026
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City of Pharr
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, 2025,

Financial Highlights

e The assets and deferred outflows of the City's povernmental activities exceeded its liahilities and
deferred inflows at the close of the most recent fiscal year by $171,516,181.

e The assets and deferred outflows of the City’'s business-type activities exceeded its liabilities and
deferred inflows at the close of the most recent fiscal year by $162,567,479. The majority of the
business-type activities’ net position is unrestricted.

s The General Fund's assets exceeded its liabilities by over $3,461,043. The general fund showed an
increase in revenues of $2,974,920, primarily due to an increase in fees & charges and property tax
collections. Sales taxes showed an increase of 4%, and property taxes went up by 12%, but the City
experienced an increase of $5,412,266 in operating expenses compared to the previous fiscal year.
The significant increase in expenditures is mainly due to capital equipment purchase and the City's
growing personnel needs.

« The City reports the Public Facility Corporation — Jackson Place Apartments as a discretely presented
companent unit established to own and operate a multifamily housing development.

During fiscal year 2025, the component unit sold its only operating asset on December 20, 2024, for
approximately 532.5 million. Proceeds were used primarily to repay approximately 529.4 million of
outstanding debt and to pay related transaction costs. As a result, no net cash proceeds were
retained, and the transaction generated a loss on disposal of approximately $1.07 million.

Following the sale, all capital assets and related debt were eliminated, leaving the component unit
with no remaining assets, liabilities, or net position at September 30, 2025. Accordingly, the
component unit’s 2025 financial statements are not comparable to prior years. Although it remains
legally in existence, it no longer conducts operations, and its future activity will depend on decisions
of its governing board.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction Lo the City's basic financial statements.
The City's basic financial statements are comprised of three compeonents: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes Lo the financial statements. This repart also contains
other supplementary information and 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.



City of Pharr
Management’s Discussion and Analysis

Government-Wide Financial Statements (Continued)

The Statement of Net Position presents information on all the City's assets and liabilities and defarred
outflows and inflows of resources, with the difference being reported as net position. Qver time, increases
or decreases in net position may serve as a helpful indicator of whether the City’s financial position is
improving ar deteriorating.

The Statement of Activities presents information showing how the City’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event which gives
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).

Government-wide financial statements distinguish functions of the City that are supparted by taxes and
intergovernmental revenues (governmental activities) from other operations that are intended 1o recover
all or a significant portion of their costs through user fees and charges (business-type activities). The City's
governmental activities include services provided to the citizens for the City's essential health, safety,
welfare, and administration. Examples include police and tire protection, animal control, streets, parks, and
recreation. Business type activities of the City include the services provided to the citizens, the cost of
which is recouped by user fees charged for the services. The revenues include water and wastewater
services, bridge toll, emergency services, event concession, rents, and golf course fees to all residents and
businesses.

The government-wide financial statements include separate component units for which the city is
financially accountable: the Pharr Economic Development Corporation Il (PEDC), the Greater Pharr
Chamber of Commerce (Chamber), The Tax Increment Reinvestment Zone No. 1 (TIRZ No.1), and Tax
Increment Reinvestment Zone No.2 (TIRZ No.2), the Pharr Housing Finance Corporation (PHFC), and the
Jackson Place Apartments (JPA).

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. Like other state and local governments, the City uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All the City's
funds are divided into four categories: governmental funds, proprietary funds, blended component units
and discretely presented camponent units.

Governmental Funds

Governmental funds are used to account for 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 and on balances of resources that can be spent which are available at the end of the fiscal year. Such
information may be helpful in evaluating a government's near-term financing requirements,



City of Pharr
Management’s Discussion and Analysis

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is helpful 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 fund Balance Sheet and the governmental fund 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 (General, PEDC Il and the Debt Service Fund) and ten nonmajor
gavernmental funds. Information for the major funds is presented separately in the governmental fund’s
Balance Sheet and the governmental fund’s Statement of Revenues, Expenditures, and Changes in Fund
Balances. The nonmajor governmental funds are combined into a single, aggregated presentation.

Governmental Funds (Continued)

Individual fund data for each of these nonmajor funds is provided by combining statements elsewhere in
this report.

The City adopts an annual appropriated budget for the General, Asset Sharing, Community Development,
Hatel/Matel, Parkland Dedication, Paving & Drainage, Grants, General Capital Improvement Projects, and
Debt Service governmental funds. A budgetary comparison statement has been provided far those funds
to demonstrate compliance with this budget.

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, internet services, ambulance services, 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 te account for its vehicle repair activities and
health insurance.

Proprietary funds provide more detailed information than government-wide financial statements. The
proprietary funds financial statements offer separate data for water and wastewater operations, bridge
toll, internet services, ambulances services, 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 by combining statements elsewhere in this
report.

The City adopts an annual appropriated budget for the Utility, TeamPharr.net, Pharr Emergency Medical

Services, Bridge, Golf, Health Insurance, and City Garage funds. A budgetary comparison statement has
been provided for those funds to demonstrate compliance with this budget.

6



City of Pharr
Management’s Discussion and Analysis

Notes to the Financial Statements

The notes provide additional information essential to a complete understanding of the data provided in the
government-wide and fund financial statements.

Other Information

I'he City’s progress in funding its obligations o 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 funds are
presented immediately following the required supplementary information.

The City's condensed Statement of Net Position along with last fiscal year’s numbers are presented for
comparison in the table located below:

Ginernmentul Acttvities Business-Type Activities Toluls Increase
2025 2024 20125 2024 2015 2024 (Decrense)
Current Assets £ 500905 & GBISETRS 5 104000377 0§ M17278272  F 164641282 5 185437057 5 (I10,795755)
Capital Assets, Net 271,351,053 270,603, 190 191,903,625 179,386,695 163,254,678 450.072.885 13,174,793
Tatal Assets 331,091,958 33RR51,955 290,804,002 296,664,967 627,895,560 (35,516,922 {7.620,962)
Delened Outflows of Resourges 3,955 368 3,766,188 1,039, 84S 1,281,359 4,935,253 T.047.547 (2.032.284)
Total assets and defened
vulllows ol resources 335,047.326 344,618,143 207 813,847 297,946,326 632.491,213 £42.304.469 {9,673,256)
Current and Other Liabilities 22210853 25,620,087 20,789,932 21,238,691 43,000,785 16,807,778 (3,860,993)
Long-Tenn Liabilities 138,440,053 136,005,303 113,792,654 122397386 252232707 278,402,689 {20, 168,981)
Total Liabilitics 160,650,906 181.634.390 134,582,586 143,636,077 295,031,492 325270467 {30.036.975
Deferred Inflows of Resources 2,880,239 1,005,176 G938 245,335 3.574.061 1,340,511 2,133,450
et Invested m Cupital Assets 144 529 163 125,303,887 3 506,595 74,572,297 278,335,758 199,530, 184 18,399,574
Restricted B3 TT 30151439 . . 3R3.717 39,131,439 (R06,722)
Unresticled (11,637,699 2.606.749) 79,060, B84 79492617 67,423, 185 70,883,808 (9462683
Tutal MNet Position 171,516,181 i].888. 577 162 567474 154.064.914 334,083,660 315053401  1B130,169
Total Linhilities, deterred inflows
ol iesources and net position 335047326 & 3618143 § 297843887 & 2976326 S 632891213 0§ 642504400 (9673236

The excess of assets and deferred outflows of resources over liabilities and deferred inflows of resources
reported on the government-wide Statement of Net Position of $334,047,326 as of September 30, 2025.
The total governmental increase of $18,130,169 is due to the increase in new capital projects to improve
citizens’ quality of life.

By far, the most significant portion of the City's net position reflects its Net Investment in Capital Assets
(e.g., land, buildings, machinery, and equipment), less any related debt used to acquire those assets that
are still outstanding, which is $144,829,163 for governmental activities and $83,506,595 for business-type
activities. The City uses these capital assets to provide services ta citizens; consequently, these assets are
not available for future spending. Although the City's investments in its capital assets are 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 liguidate these liabilities.



City of Pharr
Management's Discussion and Analysis

A portion of the City’s net position, 538,324,717 represents resources subject to external restrictions on
how they may be used. Fiscal year 2024-2025 shows a negative unrestricted net pesition of ($11,637,699)
mainly due to an increase in general government expenditures, the Loss on Sale of the Component Unit
and an increase in capital assets.

Governmental Activities

The City's condensed changes in net position along with last fiscal year's numbers are presented for
comparison in the table below:

Governme ntal Business-Type == Totals Incrense
025 2024 20258 2024 == 2025 2024 (Decrease)
Revenues:
Program Revenues
Charges for Services § 178892478 E 17240206 § 50672841 5 45707847 § AR561519 § 62957053 § 5605466
Operating Crants and Contrbutions 9 B07 9335 13,010,919 - - 9.807.935 13,010,919 (3.202,984)
Capital Grants and Contribntions - . - # - - -
Greneral Revenuey
Proporty Taxes 41415815 37,675,794 - . 41415815 37675794 3,740,021
Halkes Tax 30,838 496 29 B28.38Y - - 30 838,496 29,818,389 1,010,107
Other Taxes 3,369 099 3,945 854 - 3,569,009 3,245 850 {3768,751)
Other Revenues 3,250,639 - 3,652,339 8,571,348 4,510,237 11,821 987 8,162,576 3,659.411
Tolal Revenues 106,771,662 103,362,497 59,244,189 50,218,084 166,015 851 155 580,581 10.435.270
Expenses.
(Feneral Government 36,887.957 25,654,927 - . 36,887,957 25,654 927 11,233,030
Public safety 37,933,846 36,915,736 - [ 37,953,846 36,915,758 {038,080
Highway and Strests 8,315,816 4457 157 5 : 8,315,816 4,457,757 3,858,050
[Tealth and Welfare 711,022 3,729 BYR - - 711,022 3,779 498 (3,018.876)
Clulture and Recreation 11,724,902 17,621,115 - - 11,724,202 17,621,115 (5,896,213)
Economi: development 44927409 5,537,733 - - 4,927 499 5,537,733 (610,234)
Intergst on long-1enn debt 5,445,597 6,135,867 - - 5,445 597 6,135,867 (680,270)
Loss on Sl of Companent Uit 1,833,137 3 - = 1,833,137 3 1,833,137
Ltility Services - - 19,385,951 18,261,867 19,385,951 18,261,867 1,124,084
Pharr EMS - . 7.104.649 7,825,183 7,104,649 7,825 183 (720,534)
TeamPharr. net - = 3,443,163 4. 818,163 5443163 4. 818,163 625,000
Tull Brigde - - 6,503,624 6,429,512 6,503,624 6429512 74,112
Tierra del 20l golf course - - 1553128 1,426 948 1,553,428 1,426,948 126,480
Tutal Hxpenscs 107,799,176 100,053,053 19990 R15 38,761,673 147,790,591 jE,EH,TZﬁ B.975 k65
Increase in nel position before
mansters {1,028.114) 5309 444 12253374 11,456,411 18,225.260 16,765,855 1,459,405
Contributions - 245 089 - - 245 0RY (2:45,089)
Transfers 11458116 7.799.137 (11.698,960) (8,017,537) {240,844) (218.400) (22, 4dd)
Change m Net Position 10,430,002 13,353,670 7.554 414 3,438,874 17,984 416 16,792,544 1,191 872
Met Position Beginning: 161,888,576 152,347,675 154,064 214 144,704,738 315,953,450 299032413 16,901,077
Adjustiments and Restatements (802,398) {3.812.769) 048,151 3,921.302 145,753 108,533 37.220
Nel Position Fnding 171,516,181 5161,888,576 5162567 479 £ 154,064 014 $ 354 083 660 5315953450 518,130,170

Business-Type Activities

There was an increase in revenues for most Business-Type funds, however, an increase in operating
expenses was also reflected.



City of Pharr

Management's Discussion and Analysis

Capital Assets and Debt Administration

The City of Pharr's capital assets for its governmental and business-type activities amount to $463,254,678,
This investment in capital assets includes water rights, lease assets (GASB No. 87 and 96), land, buildings
and system improvements, other improvements, machinery and equipment, infrastructure, and
construction in progress net of depreciation. The total increase in the City's capital assets for the current
fiscal year was $12.9 million or 3%.

Right-lo-use Lease Assets

Subscription Assets

Land {Including Water Rughis)

Building and System
Improvements
Other Improvements

Machinery and Fgupment

Infrastrgiune

Cansimuchion in progress
Tatal Capita] Assets

Governmental Activities Business-Tvpe Totals [nerease
2025 2025 024 1023 2024 {Decrease)
g FOR73s 8 2,042,352 2,471 882 joo4,101 8 3180617 § 5046453 5 (1.BG5.RIG)
27,000 48,043 27,000 38043 (31,043
I7036,155 27.036,155 14,647,138 14.647.338 41,683,493 41,683,493 -
61,362,437 62,983,936 11,963,053 12,714,978 13,325,490 75.698,913 {2,173,424)
51.979.031 53,965,855 8,505,060 9,287,223 H0.A84,091 63,253,078 (2,768,987
7,236,887 8.037,354 8.116,741 9,162,929 15,353,628 17,200,283 {1,846,655)
25,553,746 25,344,305 98,930,101 100,009,987 124,503,847 125,354,292 (RS0,445)
97,447.063 91,488,733 4724949 30,560,143 144,696,512 122048876 22.647,637
§ 271,351,083 § 270,956,731 191,903,625 179386698 § 463,254,678 5 450343431 5§ 12911,247

Additional information on the City’s capital assets can be found in the Notes to the Financial Statements in
this report under section //l-Detailed Notes on Funds and Component Units Subsection F-Capital Assets.

Long-Term Debt Obligations

At the end of the current fiscal year, the City had a total contractually obligated long-term debt of 231,01
million. The details of the change in debt from last fiscal year are as indicated:

Certificates of Obligaton
Capital Equipment Loans
Notes Payable

Total Long-Term Debt

Ronds Payable
Capital Equipment Loans
Total Long-Term Debt

Total Long- Term Debt

Governmental Increase
2025 2024 (Decrease)
$ 107,135,000 $112,230,000 § (5.095,000)
3,182,092 7,990,401 (2,808,309)
11,190,000 15,539,789 (4,349,789)
123,507,092 135,760,190 (12,253,098}
Business-Type Increase
2025 2024 (Decrease)
102,253,000 108,597,000 (6,344,000)
5,263,961 6,540,356 (1,276,395)
107,516,961 115,137,356 (7,620,395)
$231,024,053 $ 250,897,546 5(19.873,493)
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Long-Term Debt (Continued)

long-term debt for governmental activities decreased by $12.2 million. The decrease in long-term debt is
mainly due to debt repayments made during the fiscal year.

Long-term debt for Business-Type activities decreased by $7.62 million. The decrease in long-term debt is
mainly due to debt repayments made during the fiscal year.

Additional information an the City’s long-term debt can be found in this report’s Notes to the Financial
Statements under Section /l-Detailed Notes on Funds and Component Units Subsection G-Long-Term

Obligations.

Pension Liahility and Other Post-Employment Benefits

The adoption of Statement No., 68 and Statemant No. 75 resulted in the City's reparting of net pension and
OPERB liabilities, deferred inflows, and deferred outflows of resources for each of these gualified pension

and benefit plans and the recognition of expense by the statement provisions.

Table 5 provides the City’s key pension statistics related to the Texas Municipal Retirement System (TMRS)
plan as of and for the fiscal year ended September 30, 2025:

Description Amount

Net Pension Liability 18,820,251
Pensjon Expense 4,868,892
OPEB Liability 1,398,325
OPEB Expense 74,989

Additional information on the City's net pension liability can be found in the Notes to the Financial
Statements as indicated in the table of contents of this report.
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City of Pharr
Management’s Discussion and Analysis

Economic Factors and Next Year’s Budgets and Rates

s The 2025-2026 fiscal year's budget reflects continued growth in the City's tax base
while maintaining a conservative revenue position and prioritizing investments in personnel and
organizational capacity needed to support a growing community.

e In the 2024-2025 fiscal year, the Utility Fund adopted rate adjustments from the recently
completed water and wastewater rate study. This results in a structured five-year rate
adjustment plan, implemented annually each June. These adjustments are designed to ensure
long-term financial sustainability and to support critical capital improvements to the City's water
and wastewater systems,

e TeamPharr.net has entered its second full year of operations. The customer base continues to
expand and currently serves more than 50% of identified residential accounts within the City. In
the 2025-2026 fiscal year, the broadband utility will expand its marketing strategy to include
small business and enterprise customers,

e The Pharr International Bridge remains a primary revenue generator for the City’s General Fund.
Several major capital projects are nearing completion and will significantly enhance operational
capacity and efficiency. The Twin Span Bridge Expansion will increase total lanes to eight,
effectively doubling throughput capacity. Additionally, the DAP 16 projects — including new cold
storage and dry storage loading docks and a state-of-the-art agricultural inspection laboratory
— will strengthen Pharr’s competitive position as a premier port of entry. These projects are
expected to be completed in the 2025 2026 fiscal year.

« The City's propased revenues for the 2025-2026 fiscal year are 588,015,820, which represents
an increase of approximately 54,311,920 from the current 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 the City of Pharr, Office of the Finance
Director, P.0. Box 1729, Pharr, TX 78577.

11
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CITY OF PHARR, TEXAS
STATEMENT QF NE'T POSITION
SEPTEMBER 30, 2025

Primary Government

Business -
Governmental Type
Activities Activitics Total
ASSETS
(Cash and Cash Equivalents % 22,254,840 b 49,566,463 £ 71,821,305
Taxes Receivable, Net 3.432.353 - 3,432,353
Accounts Receivable, Netl 14,323,573 12,258,106 26,581,679
Due [rom Other FFunds 7,579,610 (7.585.862) (6,252)
Due from Others 476,476 - 476,176
Inventories 27.380 544994 572374
Land Available [or Sale 3,333,679 - 3.353.679
PPermancntly Restricted:
Restricted Asset -Clash and Cash Equivalents 5,826,958 48,300,674 54,127,632
Restricted Asset - Cash with Fiscal Agent 1,336,115 1,816,000 3,152,115
Restricted Asset - Intergovernmental Receivable 1,129.919 - 1,129,919
Capital Assels;
l.and 27.036,155 14,647,338 41,683,493
Infrastructure, Net 25,353,747 98,950,102 124,503,849
BBuildings, Net 61,362,435 11,963,033 73,325,188
Improvements other than Buildings, Net 31,979,031 8,505,060 60,484,091
Machinery and Equipment, Net 7,236,887 8,116,741 15,353,628
Right-to=1]se Lease Assels, Net 708,735 2,471,882 3,180,617
SBITA Assets, Net 27,000 - 27,000
Construction in Progress 97,447,063 47,249 449 144.696,512
Tolal Assets 331,091,958 296,804,002 627,895,960
DEFERRED QUTFLOWS OF RESOURCES
IDeferred Charge for Refunding - 32,381 32,581
Delerred Qutflow Related to Pension Plan 3,638,976 951,065 4,590,041
Deferred Qutillow Related to QPR 215,180 56,239 271,419
Deferred Outflow Related (o TESRS 101,212 - 101,212
Total Deferred Qutllows of Rasources 3,955 .368 1,039,885 4,995 253
LIABILITIES
Accounts Payable 6,239917 5,373,953 11,613,872
Accrued Liabilities 1,389,398 781,150 2,170,548
Accrued Interest Payable 557.786 1,007,271 1.565.057
Unearned Revenues 213,500 4.703,049 4,916,549
Escrow Accounts 2.588.687 137,507 2.726,194
Noncurrent [Liahilities:
Due Within One Year;
12ue Within One Year 11.221.565 ®.787.000 20,008,565
Due in More Than One Year:
Debt Due In More Than One Year 122,103,513 109,603,328 231,706,841
Net Pension Liability 14,920,660 3,899,591 18.820.251
Net OPEB Liability 1,108,390 289.735 1,398,325
Net TESRS Liability 307,290 - ) 307,290
Total Liabilities 160,650,906 134,582,586 295,233,492
DEFEREED INFL.OWS OF RESOURCES
Deferred Inflow Related to Pension Plan 2,235,939 384,374 2,820,313
Deferred Inllow Related to OPEDR 418,768 109,448 328,216
Deferred [nllow Related (o TESRS 223,532 - 225,532
Totul Neferred Inflows of Resources 2,880,239 693 822 31,374,061
NET POSITION
Net Investment in Capital Assets and Lease Assels 144,829,163 83,306,593 228,335,758
Restricted;
Restricted for Capital Qutlay 1,258,822 - 1,258,822
Resiricted for Debt Service 17,464,381 - 17,464,581
Restricted for Economic Development 14,372,933 - 14,372,935
Restricted for Other Purposcs 3,228,379 - 3,228,379
Unrestricted (11,637,699) 79,060,884 67,423,185
Total Net PPosition b 171,510,181 5 162,567,479 $ 334,083.660

The notes to the financial statements arc an integral part of this statement.
12



Component Units

PPharr
Chamber of
Commerce

416,041

422 893

ponent Units

$

PHFC
Jackson
Apartments

341,719

341,719
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FOR'T

CITY OF PHARR, TEXAS
STATEMENT OF ACTIVITIES
HL YEAR ENDED SEPTEMBER 30, 2025

Primary Government:
GOVERNMENTAL ACTIVITIES:
General Government
Public Safety
Highways and Streels
Health and Welfare
Culture and Recreation
Economic Development and Assistance
Interest on Debt
Loss on Sale of Component Unit

Total Governmental Activities

BUSINESS-TYPE ACTIVITIES:
Utility
EMS
TeamPharr. Net
Toll Bridge
Tierra Del Sol Golf Course

Total Business-Type Activities

TOTAL PRIMARY GOVERNMENT

Component Units:
Greater Pharr Chamber of Comimerce
PHFC Jackson Place Apartments

TOTAL COMPONENT UNITS

Program Revenues

Operating

Charges [or Grants and

Expenses Services Contributions
$ 16887956 % 8.625.375 % 6,329,633
37,953 846 1,940,766 3278302
8.313.816 6.677.442 F:
711,022 - .
11,724,902 645,895 -
4,927,499 - 5
5,445,597 - _
1,833,137 - 7
107,799,775 17,889,678 9,807,935
19,385,951 18,381,863 -
7.104,649 5.045.241 -
5,443,163 5,526,073 K
6,503,624 20,774,581 i
1,553,428 045,081 LB
39,990,815 50,672,841 -
$ 147,790,390 § 68,562,519 § 9,807,935
5 332703 % 165,578 § %
1,774,000 L 564.169 »
b 2,106,703 729747 % -

General Revenues:

Taxes:

Property Taxes, Levied for General Purposes
Property Taxes, Levied lor Debt Service

General Sales and Use Taxes

Franchise Tax

Other Taxes
(irants and Contributions
Miscellaneous Revenue
Investment Earnings
Transfers In (Out)

Total General Revenues and Transfers

Change in Net Position

Net Position - Beginning

Adjustments and Restatements

Restated Beginning WNet Position

Net Position - Ending

The notes to the financial statements are an integral part of this statement.
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EXHIBIT B-1

Nel (Expense) Revenue and
Changes in Net Position

Primary Government Component Units
" Pharr PHFC

Governmental Business-Type Chamber of Jackson

Activities Aclivities Total Commerce Apartments
§ (21.732,748) % - % (21.732,748) % - 5 -
(32.734.778) - (32,734,778) - -
(1.638.374) - (1,638,374) - -
(711,022) - (711,022) 5 E
(11,079,007) - (11,079,007) - -
{4,927,499) - (4,927,459) = -
(5,445,597) - (5,445,597) - -
(1,833.137) 5 (1,833,137) - m
(80.102,162) - (80,102,162) - *
- (1,004,088) {1,004,088) - -
= (2,059,408) (2.059.408) - -
- 82912 82912 - -
- 14,270,957 14,270,957 - -
i (608.347) (608,347) - _ =
- 10,682,026 10,682,026 = -
(80,102,162) 10,682.026 (69,420,136) > -
. . - (167.125) s
} . : i (1,209 831)
- - - (167.125) (1,209,831)
32,760,975 - 32,760,975 - -
8,654,840 - 8,654,840 - =
30,838,496 - 30,838,496 - -
2,690,893 - 2,680,893 * -
H74.206 - R78.206 - -
809.790 - 809,790 - -
1,731,618 5.976.061 7,707,679 1,162 7,714,517
709,231 2,595,287 3,304,518 7,337 #
11,438,116 (11,698.960) (240,844) 218,400 22444
90,532,163 (3.127.612) #7.404,553 227.039 7,736,961
10,430,003 7.554.414 17.984 417 39914 6,527,130
161,888,576 154,064,914 315,953,490 236259 (6.527,130)
(802.398) 948,151 145,753 43,546 -
161,086,178 133,013,065 316,099,243 281,805 (6.527.13)
§ 171516181 § 162567479 § 334083660 & 341,719 % -




CITY OF PHARR, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2025

Eg¢onomic Debt
Creneral Development Service
Fund Corp 11, Ine. Fund
ASSETS
Cash and Cash Equivalents $ (7.494,732) § 6,679.903 § 12418571
Taxes Receivable 2,682,299 e 750,056
Accounts Receivable, Net 7.862.436 1,556,567 .
Notes Receivable, Net a 1,038,499 4
Due trom Other Funds 15,992 266 - -
Due from Others 476,476 - -
Land Available for Sale - 3,353,679 ;
Restricted Cash with Fiscal Agent - 5,543,927 .
Restricted Assct - Cash with Fiscal Agent 864,253 2 -
Restricted Asset - Intergovernmental Receivable - s -
T'otal Assets $ 207385000 % I8,172575 & 13,168,627
LIABILITIES
Accounts Payable § 3,878,068 3 110,809 ¢ .
Accrued Liahilities 1,389,398 b -
Due to Other Funds 4,412,215 4,118,284 3
Uncarned Revenues > - -
Cscrow Accounls 412,042 3 -
Tolal Liabilities 10,092,323 4,229,093 -
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Property Taxes 2.682.299 = 750,056
Deferred Revenue - Accounts 801,962 123,589 -
Deferred Resource - Warrants 3,345,373 e =
Total Deferred Inflows ol Resources 6,829,634 123,589 750,056
FUND BALANCES
Nonspendable und Balanee:
Nonecurrent Advances - 3,353,679 -
Restricted Fund Balance:
Public Safety ; . )
Tourism - 5 -
Parkland i - :
Paving and Drainage i 3 -
Retirement of Long-Term Debt = 5,046,010 12,418,571
Lconomic Development X 5,420,204 .
Unassigned Fund Balance 3,461,043 = -
Total Fund Balances 3,461,043 13,819,893 12,418,571
Total Liabilitics, Delerred Inflows & Tund Balances $ 20,383,000 § 18,172,575 § 15,168,627

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



Other
Funds

Totul
Ciovernmenial
Funds

$ 11,991,304

3,866,071

2,075,446

283,031
471,860
1,129,919

$ 23,595,046
3,432 355
13,285,074
[,038,499
18,067,712
476,476
3,353,679
5,826,958
1,336,113
1,129.919

$ 19,817,631

3 71,541,833

£ 2,208,926

5 6,197,803

§ 19,817,631

; 1,389,398
,949,480 10,479,979
213,500 213,500
1,670,476 2,083,118
6,042,382 20,363,798
i 3,432,355
3,251,614 4,177,165
- 3345373
3,251,614 10,954,893
. 3,353.679
848,050 848,050
961,776 961,776
64,874 64,874
1,258,822 1,258,822
: 17,464,581
8,952,731 14,372,935
(1,562,618) 1,898,425
10,523,635 40,223,142

EXHIBIT C-1



THIS PAGE LEFT BLANK INTENTIONALLY



EXHIBIT C-2
CITY OF PIHARR, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
SEPTEMBLR 30, 2025

Total Fund Balances - Governmental Funds $ 40,223,142

The City uses internal service funds to charge the costs of certain activities, such as (1,658,757)
self-insurance and printing, to appropriate [unctions in other governmental funds.

The assets and liabilities of the internal service funds are included in governmental

activitics in the statement of net assets. The net effect of this consolidation is to

Increase (decrease) net position.

Capital assets used in governmental activities are not financial resources and 124,637,294
therefore are not reported in governmental funds. In addition, long-term liabilities, '
including bonds payable, are not due and payable in the current period, and,

therefore are not reported as liabilities in the [unds. The net effect of including the

beginning balances for capital assets (net of depreciation) and long-term debt in the

governmental activities is lo increase (decrease) net position.

Current year capital outlays and long-term debt principal payments are cxpenditures 22,246,015
in the fund financial statements,but they should be shown as increases in capital

assets and reductions in long-term debt in the government-wide financial statements.

The net effect of including the 2025 capital outlays and debt principal payments is to

increase (decrease) net position.

Included in the noncurrent assets/{liabilitics) is the recognition of the City's net (13,517.623)
pension asset/(liability) required by GASB 68 in the amount of ($15,375,845), a ‘

deferred resource inflow in the amount of ($2,304,152), and a deferred resource

outflow in the amount of $3,749,990. This resulted in an increase/(decrease) in net

position by ($13,930,007).

Included in the noncurrent assets/(liabilities) is the recognition of the City's net (1,312,178)
OPEB asset/(liability) required by GASB 75 in the amount of ($15,375,845), a

deferred resource inflow in the amount of ($2,304,152), and a deferred resource

oulflow in the amount of $3,749,990. This resulted in an increase/(decrease) in net

position by ($13,930,007).

The 2025 depreciation expense increases accumulated depreciation. The net effect (10,048,126)
of the current year's depreciation is to decrease net position.

Various other reclassifications and eliminations are necessary to convert from the 10,946,414
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, eliminating interfund transactions,

reclassifying the proceeds of bond sales as an increase in bonds payable, and

recognizing the liabilities associated with maturing long-term debt and interest. The

net effect of these reclassifications and recognitions is to increase (decrease) net

position.

Net Position of Governmental Activities $ 171,516,181

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDLD SEPTEMRBER 30, 2025

GOVERNMENTAL FUNDS

Property Taxes 5 28490571 % - s 8.654.811
Gieneral Sales and Use Taxes 23,095,885 7.742.611 -
I'ranchise Tax 2.690.893 - -
Other Taxes 188,466 - -
Licenses and Permits 568,723 = -
Intergovernmental Revenue and Grants 72.000 - -
Charges for Services 3.271.143 - -
Charges for Services - Brush 1.254,533 g -
Charges lor Services - Other 1,111,893 - =
Fines 608,497 - =
Investment Earnings 119,348 256,087 142.571
Sponsorships - 196,859 -
Other Revenue 1,339,253 306,714 -
Total Revenues 63.131,205 #.302.271 8.797.412
EXPENDITURES:
Clurrent:
General Government 29,057.012 -
Iublic Salety 31.991,790 - -
IPublic Works 4.649 280 - -
Health and Wellare 711.022 -
Culture and Reereation 8,830,432 - “
Economic Development and Assistance - 4,927,499 -
Debt Scrvice:
Principal on ebt 2,469,887 1,645,060 5,738,160
Interest on Debt 379.965 2,411,295 2,864,302
Loss on Sale of Component Unit 1,833,137 - <
Total Expenditiures 79.931,525 8.983,794 8.602.4062
Uxcess (1Deficiency) of Revenues Over (Under) Expenditures (16,800,320) (481,523 194,950
OTHER FINANCING SOURCES (USES): -
Sale of Renl and Personal Property = 1o -
Transfers In 16,292,725 - 298,833
‘Transfers Qut (5,253.040) (1.525,000) -
Other (Uses) - - (3.350)
Total Other Financing Sources (ses) 11,039,685 (1.524.900) 295,483
Net Change in Fund Balances {5.760.6335) (2,006,423) 490,433
Fund Balance - October | (Beginning) 11,13 1371 14,668,849 12,278,112
Adjustments and Restatements (1.909.593) 1.157.467 (3419,974)
Restated and/or Adjusted Beginning Fund Balance 0.221.678 - 15,826,316 11,928,138

REVENUES:

Taxcs:

Fund Balance - Seplember 30 (Hnding)

Cieneral
Fund

Heonamic
Dievelopment
Corp 11, Inc.

Dicbt
Service
Fund

b 3,461,043

'The notes to the financial stalements are an integral part of this stalement.

§ 13.819.893

¥ 12418571




EXHIBIT C-3

Total
Other Covernmental

Funds Funds

£ 1337700 § 38.483.112
- 30,838,496

2 2,690,893
(89,740 878,206

: 868,723

10,348 866 10,420,866
= 3,271,143

. 1,254,533
1,332,647 2,444,580
. 608.497

191,225 709,231

. 196,839
25377 1,691,344
13,925,595 94,356,483
6,113,166 35,170,178
3,971,074 35,962,864
1,822,788 6.472,06%
. 711,022

83,378 8,922,810

: 4,927,499
2.364.843 12,217,890
96.919 5,752,481

. 1,833,137

14,452,168 111.969.949
(520.573)  (17.613.466)

DE. 140 98.240
4.791.113 21,382,671
(3,146.658) (9.924.698)

- (3%

1.742,595 11,552,863
1.216.022 (6,060.603)

9,371,159 47.449.391
(63,546) (1,165,646)

9,307,613 46,283,745

§ 10523635 § 40.223,142
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EXHIBIT C-4
CITY OF PIIARR, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THL STATEMENT QF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Total Net Change in Fund Balances - Governmental Funds g (6,060,603)

The city uses some internal service funds to charge the costs of certain activities (1,444,203)
primarily to the governmental funds. The net income (loss) of these internal service '
tunds are reported with governmental activities. The net effect of this consolidation is

(o increase (decrease) the change in net position.

Current year capital outlays and long-term debt principal payments are expenditures in 22.160.984
the fund financial statements, but they should be shown as increases in capital assets PR
and reductions in long-term debt in the government-wide financial statements. The net

cffect of removing the 2025 capital outlays and debt principal payments is to increase

(decrease) the change in net position.,

The implementation of GASB 68 required that certain expendtiures be de-expended and 1,609,461
recorded as deferred resource outflows. These contributions made after the

measurement date of 12/31/2024 caused the change in the ending net position to

increase in the amount of $3,638,085. Contributions made before the measurcment date

but after the previous measurement date were reversed from deferred resource outflows

and recorded as a current year expense. This caused a decrease in the change in net

position totaling ($2,938,252). The City's reported TMRS net pension expense had to

be recorded. The net pension expense increased/(decreased) the change in net position

by $909.628 The result of these changes is to increase/(decrease) the change in net

position by §1,197.079.

The implementation of GASB 75 required that certain expendtiures be de-expended and 10,617
recorded as deferred resource outflows, These contributions made afier the ‘
measurement date of 12/31/2024 caused the change in the ending net position to

increase in the amount of $58,145. Contributions made before the measurement date

but after the previous measurement date were reversed from deferred resource outflows

and recorded as a current year expense. This caused a decrease in the change in net

position totaling (360,223). The City's reported TMRS net OPER expense had to be

recorded. The net OPEB expense increased/(decreased) the change in net position by

$12.695. The result of these changes is to increase/(decrease) the change in net position

by ($10,617).

Depreciation is not recognized as an expense in governmental funds since it does not (10,048,126)
require the use of current financial resources. The net effect of the current year's '
depreciation is to decrease the change in net position.

Various other reclassifications and eliminations are necessary to convert from the 4.201.873
modified accrual basis of accounting to accrual basis of accounting. These include T
recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue carned from the current year's tax levy, eliminating interfund transactions,

reclassifying the proceeds of bond sales, and recognizing the liabilities associated with

maturing long-term debt and interest. The net effect of these reclassifications and

recognitions is to increase (decrease) the change in net position.

Change in Net Position of Governmental Activities $ 10.430.003

The notes to the financial statements are an integral part of this statement.
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CITY OF PHARR, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
SEPTEMBER 30, 2025

ASSETS
Current Assets:

Cash and Cash Equivalents

Restricted Assets - Current:
Restricted Cash and Cash Equivalents
Restricted Cash with Fiscal Agent

Accounts Receivable, Net

Due from Other Funds

[nventlories

Total Currenl Assels

Noncurrent Assels:
Capital Asscts:
Lard
Infrastructure. Net
Nuildings, Net
Improvements other than Buildinps, Net
Machinery and Equipment, Net
Righi-to-Use Lease Assels
Construction in Progress
Total Noncurrent Asscts
Total Assets
DEFERRED OUTFLOWS OF RESOURCES
Deferred Charge for Refunding,
Deferred Outflow Reluted to Pension Plan
Delerred Outflow Related 1o QPEB

Total Deferred Outllows ol Resources

The notes to the financial statements are an integral part of this statement.
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Busimess-Type Activities

Utility EMS
$(1.940.776) 8 (130,254)
48,300,674
166,000 :
3,236,251 2,614,243
203,718 144670
49.965.867 2,628,659
12,043,127 785.224
80.021,496 -
6,904,829 1,914,523
6,975,311 33.306
2,930,008 3,346,985
43,053 2,426,928
_ 11882793 -
120,800,617 8.506.966

170,7606.484

11,135,625

32,581 5
372,536 374.206
22,029 22,128
427.146 396.334




- linterpnse Fuids

TeamPharr Net

$

Tierra
13el Sol
Golt Course

Tall Bridge

Total

Enlerprise
Funds

789.844 § 50,892,178 § (44.527) % 49,566.465 $
; ; - 48300674
- 1,630,000 ; 1.816.000
5.366.618 1,032,359 8.635 12,258,106
37,173 . - 37173
o : 176,186 20.420 544,994
6,193,633 53,750,723 (15.472)  112,523.412
" 819,643 999,342 14,647,338
- 18.928.606 - 98,950,102
: 2.919.567 224134 11.963.053
;s 124.773 1,271,670 8,505,060
25,463 1,697,824 116,461 8.116,741
¢ 1901 ! 2,471,882

- 35,366,656 2 47,249449
25463 59.958,972 2611607 191,903,625
6219098 113.709.695 2,596,135 301427037
. . 5 32.581
: 137,034 67.289 951,063
: 8,103 1,979 56,239
: 145.137 71,268 1,039.885

Governmental

Activitics

Total
Internal

Service Funds

(1,340,206)

27,380

(1.312.826)

2(3.542

203,542

{1.049.284)

EXHUBIT D-1 (Cont'd)



CITY OF PHARR, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS

SEPTEMBER 30,2025

LIABILITIES
Current Liabilities:
Accounts Pavable
Due (o Other Funds
Accrued Interest Payable
Uncarned Revenues
Facrow Accounts
Debt Due Within One Year
Other Current Liabilitics
Total Current Liabilitics
MNoncurrent [iabilitics:
Debt Due In More Than One Year
Met Pension Liability
Met OPEDR Liability
Total Noncurrent Liabilities

Total Liabililics
DEFERRED INFLOWS OF RESOURCES
Deferred Inflow Related to Pension Plan
Deferred Inflow Related to OPEB
Total Deterred Inflows of Resources
NET POSITION

MNet Investment in Capital Assets und |.ense Asscts
Unrestricted

Total Met Position

The notes Lo the financial statements arc an integral parl ol this statement.
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Business-Type Activities

Utility EMS

1,698,801 71,926
4,379,821 360.676
160,005 =
3,068,246 -
137.262 245
5,391,795 420,145
_ T8LIS0 :
15617080 832,992
43,964,774 2,292,400
1,527,486 1,534,332
113491 113.999
45.605.751  3,940.731
61,222,831 4.793.723
228,902 229.928
42871 43,063
271,773 272,991
74,829,943 6,072,629
34.869.083 392,616

§ 109.699.026 § 6,465,245




- Enterprise Funds

Governmental
Activities

Tierra Total Total
Del Sol Enterprise Internal

TeamPharr-Net  Toll Bridge Golf Course Funds Service Funds
130,536 3.296.297 176,305 5.373.953 42,114
2,767.050 73,002 42 486 7.623.035 8.123
- 847,266 - 1.007.271 -

- 1,586,370 48.433 4,703,049 =

” - - 137,507 505,569

8,179 2,946,202 20.679 8.7487.000 13,417
o - S - 781,150 -
2,903,765 8.749.137 287.993 28,412,967 369,223
24,537 63,285,328 36.089 109.603.328 40,250

- 561.871 275.902 3.899.5391 -

) - 41,746 20,499 289,735 -
24,537 63.889.145 332,490 113,792.654 40,250
2.930.302 72.638.282 - 620,483 142,205,621 6{12.473
- 84.199 41,345 584,374 -

- 15770 7.744 109.448 -

- 99,969 49.089 (93,822 -

25,463 - 2,578,560 83.506.595 263,342
3.263,333 41,116,581 (580.729) 79,060,884 (1,922,299)

§ 328879 %

1116581 § 1997831 § 162567479 §  (1658.757)

EXHIBIT D-|



CITY OF PIIARR, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CLIANGES IN FUND NET POSITION
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30. 2025

Busmess-Type Activities

) B _ Uility EMS
OPLERATING REVENLUIES:
Garage Repairs b - % -
Claiims - u
Water Sales 10,269.375 -
Sewer Sales 7.928913 -
Tap Fees 183,575 &
Tall Fees - -
Golf Services - -
Internet Services g :
EMS - 5,045 241
Lease Revenue “ i
Other Revenue _ 347,592 587,895
Total Operating Reventies 18,729,455 5,633,136
OPERATING EXPENSES:
Personnel Services 4,769,637 4,276,497
Contractual Services 4,628.473 1,003,577
Supplies 2,924,609 176,004
Depreciation 6,574,582 1,530,510
Debl Service — — L
Total Operating Expenses 18,897,301 6,986,588
Operating income (1.oss) (167,846)  (1,3533,452)
NONOPERATING REVENULS (LXPENSES):
Investment Larnings 155,200 2.492
Interest Expense - Nonoperaling . (488.,650) (118.061)
Total Nonoperating Revenue (Expenses) (333,450) (115,569)
Income ([.os8) Belore Contributions & Translers (501,296)  (1.469.021)
Capital Contributions 4,196,220 &
Nonoperating Transfers In 330,042 370,425
Transfers Qui _ (1.466.208) -
Change in Net Position _ 3,058,758 (1,098,590)
Total Net Position - Qclober 1 as Previously Reported 106,077,155 7,563,841
Adjustments and Restalements 363,113 -
Adjusted or Restated Beginning Net Position 106,640.268 7,563,841
Total Net Position - September 30 (Ending) $109,699,026 § 6,465,245

The notes to the financial statements are an integral part of this statement.
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- Enterprise Funds

Giovernmental

$ 3,288,796 % 41,116,581

27

~ Acli_vitics
Tierra Total Tatal
el Sol Enterprise Internal

TeamPharr. Nel :[‘oll Bridge Golf Course Funds Service 'unds
B - = -5 - % 864,166
- e - - 7.245.770

- P - 10,269,375 -

- - - 7,928,913 =

- - = 183,575 -

- 20,774,581 = 20,774,581 -

- = 945,081 945,081 -
5,526,075 - - 5,526,075 -
- - # 5,045,241 -

- 207,607 - 207,607 -

— - 590,375 46372  1,572.234 -
5,526,075 21,572,563 991,453 52,452,682 8,109,936
1.501.514 1,705,011 843,169 13,095,828 243,957
2875745 1,494,400 191,066 10,193,261 644,824
1.059.030 126,849 208.610 4,495,102 -
6,874 [.093.018 308,653 9.513,637 14.467
- T - - 8,651,034
5,443,163 4419278 1,551,498 37,297 828 9,554,282
82,912 17,153,285 (560.015)  15,154.854  (1.444.346)
21.897 2414811 887 2,593 287 -
7 (2,084,346) (1.930)  (2.692,987) -
21,897 330465 (1,043) (87,700) -
104,809 17,483,750 (561,088) 15,057,154 (1,444,346)

& - = 4,196,220 -
1.111.,458 17,139,363 418,348 19.869.636 143
- (30.102388) - _(31,568.596) -
1,216,267 4,520,725 (142,740) 7,554,414 {1,444.203)
2,072,529 36,210,818 2,140,571 154,061,914 {214,554)
- 385,038 - 048,151 ) -
2072529 36,595,856 2,140,571 155,013,065 {214,554
b 1,997,831 $162,567.479 % (1.658.757)

EXHIBIT DB-2



CITY OF PHARR, TEXAS
STATEMENT OF CASH FLOWS
PROPRILTARY FUNDS
FOR THLE YEAR ENDED SEPTEMBLER 30, 2025

Busimess-Type Activilies

Cash Flows from Operating Activitics:
Cash Received from Uscr Charges
Cash Payments o Employees [or Services
Cash Payments for Other Operating xpenses

Net Cash Provided by (Used [or) Operating Activities

Cash Flows lrom Non-Capilal Financing Activitics:

Operating Transfer In
Operating Transler Out
Net Cash Provided by (Used for) Non-Capital Financing Activitics

Cash Flows from Capital and Related Financing Activitics:

Acquisition of Capital Assets
Principal and Interest Paid on Long=-Term Debt

Net Cash Provided by (Used lor) Capital and Related Financing Activities

Cash Vlows from Investing Activilies:

Intercst and Dividends on Investmenits

Net Increase (Decrease) in Cash and Cash Fquivalents
Cash and Cash Lquivalents at Beginning of Year

Cash and Cash Equivalents at End ol Year

Reconcifiation of Operating, Income (Loss) (o Nel Cash
Provided by (Used for) Operating Activitics:
Operating ncome (1.0s8)
Adjustients to Reconeile Operating Income
to Net Cash Provided by (Used For) Operating Activitics:
Deprecintion
Effeet of Increases and Decreases in Current
Assets and Liabilities:
Deerease (Increase) in Reccivables
Deerease (Increase) in Inventorics
Increasc (Decrease) in Accounts Payable
Increase (Devrense) in Payrol! Liabilitics
Increase (Decrease) in Interfund Payables

Mel Cush Provided by (Used for) Operating Activitics

The notes 1o the financial statements are an integral partl ol this statement.
28

Utility

EMS

$ 18.729.455
(4,522,322)

% 5,633.136
(4,387.015)

(7.369,498) (1.468.490)
6.837.635 (222,369)
830.042 370,125
(1.466208) -
(636,166) 370.425
(4,196,220) .
(4,547,892) (376.808)
(8.744,112) (376.808)
155,200 2,492
(2,387,443) (226.260)
18,913 341 96,006

b 46,525.898

$ (167.846)
6,574,582

(885.424)
(99,359)
660.900
247,315

$ (130254

B (1.353.452)

1,530,510

(60)
(91,968)
(196,881)
(110,518)

507.467
$ 06.837.035

Foo(222.369)




TeamPharr. Net

Tall Bridge

Tietra
Del Sol

Ciolt Counrse

CGovermmental
Activilies -

§ 5526073

21,572,563

$ 991.453

Total
linterprise

Funds

Total

Internal

Service Funds

$ 52,452,682

$ 8109930
(9.073.357)
(963,421)

143

(1.471,848) (1.638.327) (823,233)  (12.342,745)
(1.450,043) (2,874.548) (241,668)  (16.407.249)
(395.818) 17.059.088 (76.448) 23.202.688
1,111,458 17.483.750 418,348 20.214.023

- (30.102.388) - (31,568,396)
LI11.458 (12,618.638 418,348 (11,354,573
- (13.987.182) (307.111)  (18.490.813)

- (4.326,428) (130.215) (9.381.343)

" (18,313,910 (437.326) (27,872,136
21,897 2414811 887 2,595,287
737.537 (11.458.049 (94,539 (13,428,754
52,307 64,000,227 0,02 113.111.893

$ (44.527) § 99.683.139

$  T789.844

$ 52,542,178

{43

(963.278)
(376,928)

§ (1.340.206)

b 82,912
6.874

(1.380.511)

(169.780)
29,666
1.035.021

5 (395.818)

§ 17.153.285

1.093.018

(106,960)
(90,883)
(1,072,593)
66,684
17,139

§ 17.059.688

§  (560.043)

308.633

3611

136,648
19,936
14,749

b 15,154,854

9,513,637

(2.369.344)
(282.210)
(641.708)

233.083
1.574.376

$ (76.448)

B 23202688 §F  (963.42])

§ (1444.346)

14467

(13,482)
467,285
12,657
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CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. General Statement

The City of Pharr, Texas (City) was founded in 1909 and was incorporated as a general law city on February 22,
1916. The City Charter was approved via election and adopted with an effective date of December 1, 1949. The
charter established a City Manager form of government. The municipal government established by the Charter of
the City of Pharr, Texas shall be known as the Board of Commissioners. The Board of Commissioners shall consist
of a Mayor and six (6) Commissioners, which shall enact local legislation, adopt budgets, determine palicies, 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,

The general governmental functions include law enforcement, fire, and other public safety activities, streets,
sanitation, public improvements, public charities, parks and recreation, library services, zoning, and general
administrative services. Enterprise funds are used to account for the operations of its utility, EMS, teampharr.net,
bridge, and golf operations.

The accounting and reporting policies of the City relating to the funds included in the accompanying basic financial
statements conform to accounting principles generally accepted in the United States of America applicable to state
and local governments. Generally accepted accounting principles for local governments include those principles
orescribed by the Governmental Accounting Standards Board (GASB), the American Institute of Certified Public
Accountants in the publication entitled Audits of State and Local Governmental Units and by the Financial
Accounting Standards Board (FASB), when applicable.

B. Financial Reporting Entity
The City’s financial reporting entity comprises the following:
Primary Government:  City of Pharr, Texas

The City's basic financial statements include the accounts of all City operations. The criteria for including
organizations as component units with the City’s reporting entity, as set forth in Section 2100 of GASB's Codification
of Governmental Accounting and Financial Reporting Standards, include whether:

e The organization is legally separate (can sue and be sued in their own name).

s The city holds the corporate powers of the organization.

e The city appoints a voting majority of the organization’s board.

e The city can impaose its will on the organization.

s The organization has the potential to impose a financial benefit/burden on the City.
» There is fiscal dependency by the arganization on the city.

Blended Compeonent Unit
Blended component units are separate legal entities that meet the component unit criteria described above and

whose governing body is substantially the same as the City Commission and (1) there is a financial benefit or burden
between the primary government and the component unit (2) city management holds power on the crganization.



CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

I.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Financial Reporting Entity (Continued)

The City has lour blended component units; Tax Increment Reinvestment Zone No. 1, Tax Increrment Reinvestment
Zone No. 2. Information, Pharr Economic Development Corporation I, Inc., and the Pharr Housing Finance
Corporation.

Tax Increment Reinvestment Zone No. 1-On March 2012, the City Commissioners created the Tax Increment
Reinvestment Zone No. 1 (TIRZ No. 1). TIRZ is a separate entity with its own EIN; the entity has a total of
four (4) board members, for which three (3) of them are part of the city's board of commissioners. TIRZ No.
1 board serves as an advisory board; any projects or changes in the entity will have to be approved by the
city’s commission to be executed. TIRZ No. 1 has no active employees, 50 all administrative documentation
is done by the city's staff and approved by city management.

TIRZ No. 1 was established to provide a financing mechanism to facilitate a high-quality development in the
Pharr area, created by ordinance No, 0-2011-46 in September 2011, TIRZ No. 1 is set to expire on January
1, 2051, or when all project costs are paid and all debt is retired, whichever comes first. Separate financial
statements issued by TIRZ No. 1 can be obtained by request at the following address: TIRZ No. 1 P.O. Box
1729 Pharr, TX 78577. The city contributes 60% of the agreed contributions every year; payments and
disbursements need to be approved by the city manager.

Tax Increment Reinvestment Zone No. 2-On February 2015, the City Commissioners created the Tax
Increment Reinvestment Zone No. 2 (TIRZ No. 2). TIRZ is a separate entity with its own EIN. The entity, just
like TIRZ # 1, has a total of four (4) members, of which three (3) of them are part of the city’s board
commissioners. The board is only an advisary board, Any changes on the entity will need to be approved
by the city commission, and all documentation is prepared by city staff and approved by the city manager.

TIRZ No. 2 was established to provide a financing mechanism to facilitate a high-guality development in
the Pharr area, created by ordinance No. 0-2015-52 in November 2015 TIRZ No, 2 is set to expire on January
1, 2035, or the date when all project costs are paid and all debt is retired, whichever comes first. Separate
financial staterments issued by TIRZ No. 2 can be obtained by request at the following address: TIRZ No. 2
P.0. Box 1729 Pharr, TX 78577. The city contributes 60% of the agreed contributions every year. Also,
payments and disbursements need to be approved by the city manager.

Pharr Economic Development Corparation ll, Inc. — (PEDC) is a nonprofit development corporation
organized for the purpose of promoting the general economic welfare of the city. The component unit may
offer incentives to local businesses for the enhancement of the community. While PEDC does not provide
services directly to the city, all activities benefit the economic growth bringing more funding and economic
resources to the city.

Sales taxes are collected under Section 4B of the Development Corparation Act of 1979 for these purposes.
Voted by the citizens of Pharr on November 4, 2008, and ratified by the City Commission cn November 10,
2008, via ordinance 0-2008-49, the PEDC 4a was dissolved, and the PEDC was authorized to receive the sales
tax revenue, which is its main revenue source. PEDC is considered a blended component unit due to its
relationship with the primary government, PEDC board members cannot add or remove a board member
without city commission approval, also, all policies and program administration shall be subrnitted for city
commission approval and PEDC board shall administer said programs accordingly. Recently PEDC and the city
joined forces to increase the quality of life of the Pharr citizens by investing in broadband infrastructure,

31



CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

I.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Financial Reporting Entity- (Continued)

PEDC is funding the project while the city manages the construction and services, Separate financial
statements issued by the PEDC can be obtained by request at the following address: PEDC- 1215 South
Cage Blvd. Pharr, TX 78577,

Pharr Housing Finance Corporation- On November 2015, the entity was created to carry out the purposes of
the Texas Housing Finance Corporations Act, Chapter 394, Texas | ocal Government Code, which is to provide
financially residential ownership and development to provide decent, safe, and sanitary housing for residents
of the City of Pharr, Texas at prices they can afford, The Board of Directors is composed in its entirety of people
who are members of the governing body of the city and whose terms of office shall be fixed by and run
conterminously with their respective terms of office on such governing body of the city.

Discretely Presented Component Units

lhe component unit column in the government-wide financial statements includes the financial data of the city's
component unit. The unit is reported in a separate column to emphasize that they are legally separate from the
city but are included because the primary government is financially accountable and can impose its will on the
organization. This component unit subscribes to the accounting policies and procedures of the primary
government.

The Greater Pharr Chamber of Commerce is a nonprofit corporation created on April 16, 2018, to create an
environment in which Pharr businesses can succeed and thrive and promote economic development by
creating and promoting community events to increase tourism in tourism the City of Pharr, Texas. The
Chamber has a different Primary government and management is responsible for overseeing and approving
financial operations and decisions concerning the organization. Separate financial statements issued by the
Chamber of Commerce can be obtained by request at 1215 South Cage Blvd, Pharr, Texas 78577,

PHEC Jackson Place Apartments- The entity was created with the purpose of providing moderate-income
citizens with affordable housing. The apartments started operations in June 2017, All revenues generated
by the Jackson Place Apartments will be used to repay the construction loan from CTL Capital LLC. The City
entered into an agreement with home springs a8 management company and gave them authority to
manage the entity. PHFC Jackson Place Apartments is considered a Discrete Component Unit based on
the criteria established by GASB Statement No, 61,

C. Government-Wide and Fund Financial Statements

The government-wide financial statements include a statement of net position and a statement of activities, These
statements report information on all the non-fiduciary financial information for the City and its component units.
The primary government and component units are presented separately within the financial statements with a
focus on the primary government. Climinations have been made to minimize the double counting of internal
activities. Individual funds are not displayed but the statements distinguish governmental activities (generally
supported by taxes and City general revenue) from business-type activities (generally financed in whole or in part
with fees charged to external customers). The effect of interfund activity, within the governmental and business-
type activities columns, has been removed from these statements.
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CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Government-Wide and Fund Financial Statements. (Continued)

The statement of activities dermonstrates the degree to which the direct expenses of a given program are offset by
program revenues, Direct expenses are those that are clearly identifiable with a specific function or program.
Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given program and 2) operating or capital grants and contributions that are
restricted to mecting the operations or capital requirements of a program. Taxes and other items not praoperly
included among program revenues are reported instead as general revenues.

The fund financial statements provide reports on the financial condition and results of operations about the City's
funds, with separate statements presented for each fund category. The emphasis of fund financial statements is
on major governmental funds, each displayed in a separate column. All remaining governmental funds are
aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated
with the principal activity of the fund. Exchange transactions are those in which each party receives and gives up
essentially equal values. Non-operating revenues, such as subsidies and investment earnings, result from non-
exchange transactions or ancillary activities.

D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements of the City are prepared in accordance with generally accepted accounting principles
(GAAP),

The government-wide statements and fund financial statements for proprietary funds are reported using the
economic resaurces measurement focus and the accrual basis of accounting, as are the proprietary fund financial
statements. The economic resources measurement focus means all assets and liabilities (whether current or non-
current) are included in the statement of net position and the operating statements present increase (revenues)
and decrease (expenses) in net total assets. Under the accrual basis of accounting, revenues are recognized when
earned, including unbilled water and sewer services which are accrued. Expenses are recognized at the time the
liability is incurred. Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar iterns are recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
are accounted for using the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual, i.e., when they become both measurable and available.
“Measurahle” means the amount of the transaction can be determined and “available” means collectible within
the current period or soon enough thereafter to be used to pay liabilities of the current period. Expenditures are
recorded when the related fund liability is incurred. However, debt service expenditures, as well as expenditures
related to compensated absences are recorded only when payment is due.

The revenues susceptible to accrual are franchise fees, licenses, charges for service, and intergovernmental

revenues. Sales taxes collected and held by the state at year-end on behalf of the government are also recognized
as revenue. All other governmental fund revenues are recognized when received.
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CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

[, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. Fund Types and Major Funds

Governmental Funds

Operating income reported in proprietary fund financial statements includes revenues and expenses related to the
primary, continuing operations of the fund. Principal operating revenues for proprietary funds are charges to
customers for sales or services. Principal operating expenses are the costs of providing goods or services and
include administrative expenses and depreciation of capital assets. Other revenues and expenses are classified as
non-operating in the financial statements.

When both restricted and unrestricted resources are available for use, it is the City's policy to use restricted
resources first, then unrestricted resources as needed.

The City reports the following major governmental funds:

s General Fund — reports the primary fund of the City. This fund is used to account for all financial
resources not reported in ather funds.

e PECODC Fund — is a nonprofit industrial development corporation organized for the purpose of
promaoting, assisting, and enhancing economic development activities for the City.

e Debt Service Fund — the City accounts for resources accumulated and payments made far principal
and interest on long-term general obligation debt of governmental funds in a debt service fund.

Proprietary Funds
The City reports the following major enterprise funds:

e Utility Fund — accounts for the provision of water and sewer services to the residents of the
city.

s Pharr EMS — accounts for the operations of the emergency medical service provided by the
city.

e TeamPharr.net — accounts for the operations of the internet service provided by the city.

e Bridge Fund — accounts for the operating function of the City’s international bridge with
Mexico.

e Golf Fund-accounts for the operating function of the golf course including golf event hall,
greens, pro shop, and concessions.

Other Fund Types

Additianally, the City reports internal service funds which are used to account for the financing of goods or services
arovided by one department to other departments within the City on a cost-reimbursement basis. These services
include fleet management and health insurance. These are proprietary funds that are reported with governmental
activities in the government-wide financial statements because most of the activity is for governmental activities.
Direct expenses are not eliminated from the various functional categories, whereas indirect expenses are.
Reimbursements are treated as a reduction of expenses.
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CITY OF PHARR, TEXAS
NQOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F. Assets, Deferred Outflow of Resources, Liabilities, Deferred Inflow of Resources and Net Position or Equity

1. Cash and Investments

All cash collections are poaled into common pooled accounts to maximize investment opportunities. kach fund
whose monies are deposited in the pooled cash accounts has equity therein, and interest earned on the investmeant
of these monies is allocated based upon relative eguity at month-end. An individual fund's pooled cash is available
upan demand and are “cash equivalents” when preparing these financial statements. Allinvestments are recorded
at fair value based on quoted market prices. Fair value is the amount at which a financial instrument can be
exchanged in a current transaction between willing parties.

2. Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for all real and business
personal property located in the City in conformity with Subtitle E, Texas Property Tax Code. Taxes are due on
receipt of the tax bill and are delinquent if not paid before February 1 of the year following the vear in which
imposed. On lanuary 31 of each year, a tax lien attaches to property to secure the payment of all taxes, penalties,
and interest ultimately imposed. Property tax revenues are considered available when they become due or past
due and receivable within the current period.

Taxable property includes real property and certain personal property situated in the City. Certain properties of
religious, educational, and charitable organizations, including the federal government and the State of Texas, are
exempt from taxation. Additionally, there are other exemptions in arriving at the total assessed valuation of taxable

property.

The valuations are subject to County-wide revaluation every three years. The effective tax rate is based upon the
previous year's total assessed valuation,

Allowances for uncollectible tax receivables within the General and Debt Service funds are based upon historical
experience in collecting property taxes. Uncollectible personal property taxes are periodically reviewed and
included as part of the allowance for uncollectible; except for tax receivables over 20 years, the City is prohibited
from writing off real property taxes without specific statutory authority from the Texas Legislature, The city does
not write off tax receivable greater than 20 years.

3. Inventories
The inventories are recorded at cost and are accounted for by the consumption method. Inventories are reflected

as nonspendable fund balance.

4. Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end af the
fiscal year are referred to as “due to/from other funds”. Any residual balances outstanding between the
governmental activities and business type activities are reported in the governmental wide financial statements as
“internal balances.”

35



CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Assets, Deferred Outflow of Resources, Liabilities, Deferred Inflow of Resources and Net Position or Equity
(Continued)

All trade and property tax receivables are shown net of an allowance for uncollectible. The three main receivables
that contain allowances are property taxes, utility accounts, and warrants. For these categories, the allowance was
based on historical collection rates, the allowances are 2% for property taxes as well as for utility accounts, and
20% for warrants. As of February 2017, the city recommanded doing 100% allowance for warrants older than 10
years.

5. Transactions between Funds
Legally authorized transfers are treated as inter-fund transfers and are included in the results of operations of both
Governmental and Proprietary Funds.

6. Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements and in the fund financial statements
for proprietary funds. All capital assets are valued at historical cost or estimated historical cost if actual histarical
cost is not available. Donated assetls or donated waorks of art are valued at their acquisition value on the donated
date. Repairs and maintenance are recorded as expenses. Renewals and betterments are capitalized, Interest has
not been capitalized during the construction period on property, plant, and equipment.

Assets capitalized have an original cost of $5,000 or more and with a useful life of more than three years of useful
life. Depreciation has been calculated on each class of depreciable property using the straight-line method.
Estimated useful lives are as follows:

Buildings 50 Years
Infrastructure 30 Years
Improvements 20 Years
Water and Sewer System 30-50 Years
Machinery and Equipment 3-15 Years

Right-to-use lease assets and SBITA assets are depreciated/amortized using the straight line method over the term
of the respective agreements.

7. Compensated Absences

The liability for compensated absences reported in the government-wide and proprietary fund staterments consists
of unpaid, accumulated annual, and sick leave balances. The City's policy allows employees to accumulate unused
sick leave and vacation leave based on the number of years of full-time employment with the City In accordance
with the following chart:

Years of Employment Pro-Rata Accrual Rate per Month
0-19 Years 10 hours (15 days per year)
20 & Over 13.33 hours (20 days per year)
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I, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Assets, Deferred Outflow of Resources, Liabilities, Deferred Inflow of Resources and Net Position or Equity-
{Continued)

Nonexempt employees may accumulate no more than a maximum of two years allotment of vacation leave as set
above, except for civil service nonexempt employees, which can accumulate more than the maximum. Sick leave
rmay be accrued but will not be paid out to employees that leave before retirement. The liability for compensated
absences includes vacation leave earned but not used and sick leave that is more likely than not to be paid upon
retirement. The liability is recorded in the government-wide financial statements.

8. Long-Term Qbligations

In the government-wide, proprietary, and component unit financial statements, long-term debt and other long-
term obligations are reported as liabilities. Bond premiums and discounts are deferred and amortized over the life
of the bonds using the straight-line method as the amount is immaterial against the effective interest method. Gain
ar loss on refunding are not netted against the liability but recorded in as deferred outflow/inflow of resources.
Issuance cost is recorded as an expense for the period incurred and is no longer amortized over the life of the bond
after implementing GASB Statement No. 65 and Statement No. 63. In the fund financial statements, long-term
liabilities are not recorded in the governmental funds as the payment of the obligations will not be made by current
financial resources. The governmental fund financial statements recognize the proceeds of debt as other financing
resgurces,

9, Restricted Assets
The proceeds and required reserves of debt issuances are recorded as restricted assets as they are restricted for

debt service and/or capital prajects, payments, and/or purchases.

10. Net Position / Fund Equity
In the fund financial statements, governmental funds report fund balance classifications of fund balance for
amounts that are not available or are legally restricted by outside parties for use for a specific purpose.

11. Estimates
The preparation of financial statements in accordance with generally accepted accounting principles requires the
use of estimates by management. All estimates are made utilizing a conservative philosophy for both revenues and
expenditures,

12. General Fund’s Fund Balance Policy

GASB No, 54 establishes a hierarchy for fund balance classifications and the constraints imposed on the uses of
those resaurces; it also provides for two major types of fund balances which are non-spendable and spendable.

Non spendable fund balances are balances that cannot be spent because they are nol expected to be converted to
cash or they are legally or contractually required to remain intact. Examples of this classification are prepaid items,
inventories, non-current advances to other funds that are not expected to be collected in the next fiscal year, and
the principal (corpus) of an endowment fund. The city has inventaries that are considered non-spendable. The City
does not have any material prepaid items or non-spendable funds related to an endowment.
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l.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Assets, Deferred Qutflow of Resources, Liabilities, Deferred Inflow of Resources and Net Position or Equity-
(Continued)

In addition to non-spendable fund balance, GASB 54 has provided a hierarchy of spendable fund balances, based

on a hierarchy of spending constraints.

Restricted:  Fund balances that are constrained by external parties, constitutional provisions, or enabling
legislation. All the City’s restricted funds are from Special Revenue Funds, whose funds are revenues legally
restricted to expenditures for a particular purpose.

-Committed: Fund balances that contain self-imposed constraints of the government from its highest level of
decision-making authority. The responsibility to commit funds rests with the elected City Commissioners and
Mayor through an approved resolution. Committed amounts cannot be used for any other purpose unless the
governing board removes those constraints by taking the same type of formal action.

-Assigned; Fund balances that contain self-imposed constraints of the government to be used for a purpose.  The
responsibllity to assign funds rests with the City Manager.

-Unassigned: Fund balance of the general fund that is not constrained for any purpose. This is also where negative
amounts from the other categories of fund balance are recognized.

When an expense is incurred for purposes for which both restricted and unrestricted net positions are available,
the City typically first applies restricted resources, as appropriate opportunities arise, but reserves the right to
selectively defer the use thereof to a future project or replacement equipment acquisition, When an expenditure
is incurred for which committed, assigned, or unassigned fund balances are available, the City considers amounts
to having been spent first out of committed, the assigned, then unassigned funds.

13. Pensions

For the purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the Texas
Municipal Retirement System (TMRS) and the Texas Emergency Services Retirement System (TESRS) and additions
to/deductions from TMRS's and TESRS's fiduciary net position have been determined on the same basis as they are
reported by TMRS and TESRS. For this purpose, plan contributions are recognized in the period that compensation
is reported for the employee, which is when contributions are legally due. Benefit payments and refunds are
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value.

14, Other Postemployment Benefits

The City participates in a defined benefit group-term life insurance plan administered by TMRS known as the
Supplemental Death Benefits Fund (SDBF). The City elected, by ordinance, to provide group-term life insurance
coverage to both current and retired employees. The funding policy for the SDBF program is ta assure that
adequate resources are available to meet all death benefit payments for the upcoming year. Benefit payments
are treated as being equal to the employer’s yearly contributions for retirees. Benefit payments and refunds are
due and payable in accordance with the benefit terms. information about the City's total OPEB liability, deferred
outflows of resources, deferred inflows of resources, and OPEB expense is provided by TMRS from reports
prepared by their consulting actuary.
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F. Assets, Deferred Outflow of Resources, Liabilities, Deferred Inflow of Resources and Net Position or Equity-
(Continued)

15. Leases

Leases are defined by GASB No. 87 as a contract that conveys control of the right to use another entity’s non-
financial assets as specified in the contract for a period in an exchange or exchange-like transaction.

s City as Lessor
The city should recognize a lease receivable and a deferred inflow of resources at the commencement of the lease
term. The lease receivable should be measured at the present value of lease payments expected to be measured
at the value of lease payments expected to be received during the lease term,

e City as a lessee
The city recognizes lease liability and an intangible right-to-use lease asset at the beginning of a lease. In general,
the lease liability and the right-to-use lease assets are measured based on the present value of the expected
payments during the term of the lease.

16. Subscription-Based Information Technology Arrangements (SBITA)

The City implemented GASB 96 for reporting subscription-based information technology arrangements (SBITAs)
during this reporting period. A SBITA is defined as a contract that conveys control over another entity's IT software
as specified in the contract for a period of time in an exchange or exchange-like transaction. To be accounted for
as a SBITA, it must meet the definition of a “long-term” SBITA provided in GASB 96. The right-to-use 5BITA liability
is reported In the government-wide statements. The SBITA liability is calculated as the present value of the
reasonably certain expected payments made over the term of the contract and the interest included in the SBITA
payments is recorded as an expense.

17. GASB Statement No. 100

GASB Statement No. 100, Accounting Changes and Error Corrections — an amendment of GASB Statement No. 62,
was adopted effective July 1, 2023. The primary objective of this statement is to enhance accounting and financial
reporting requirements for accounting changes and error corrections to provide more understandable, reliable,
relevant, consistent, and comparable information for making decisions or assessing accountability.

18. Implementation of New Standards
GASB Statement No. 101, Compensated Absences

In the current fiscal year, the City implemented GASB Statement No. 101, Compensated Abserices. This Statement
requires that liahilities for compensated absences be recognized for (1) leave that has not been used and {2) leave
that has been used but not paid in cash or settled through noncash means. A liability for certain types of
compensated absences — including parental leave, military leave, and jury duty leave — should not be recognized
until the leave commences. A liability for specific types of compensated absences should not be recognized until
the leave is used.
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This Statement also establishes guidance for measuring a liability for leave that has not been used, generally using
an employee’s pay rate as of the date of the financial statements. A liability for leave that has been used but not
yet paid or settled should be measured at the amount of the cash payment or noncash settlement to be made.
Certain salary-related payments that are directly and incrementally associated with payments for leave also should
be included in the measurement of the liabilities. With respect to financial statements prepared using the current
financial resources measurement focus, this Statement requires that expenditures be recognized for the amount
that normally would be liguidated with expendable available financial resources.

This Statement amends the existing requirement to disclose the gross increases and decreases in a liability for
compensated absences to allow governments to disclose only the net change in the liability (as long as they
identify it as a net change). In addition, governments are no longer required to disclose which governmental
funds typically have been used to liquidate the liability for compensated absences.

The requirements of this Statement are effective for fiscal years beginning after December 15, 2023, and for all
reporting periods thereafter.

GASB Statement No. 102, Certain Risk Disclosure

In the current fiscal year, the City implemented GASB Statement No. 102, Certain Risk Disclosures. This Statement
requires a government to assess whether a concentration or constraint makes the primary government reporting
unit or other reporting units that report a liability for revenue debt vulnerable to the risk of a substantial impact.
Additionally, this Statement requires a government to assess whether an event or events associated with a
concentration or constraint that could cause the substantial impact have occurred, have begun to occur, or are
mare likely than not to begin to occur within 12 months of the date of the financial statements are issued.

If a government determines that those criteria for disclosure have been met for a concentration or constraint, it
should disclose information in notes to the financial statements in sufficient detail to enable users of financial
statements to understand the nature of the circumstances disclosed and the government’s vulnerability to the
risk of a substantial impact. The disclosure should include descriptions of the following:

« The concentration or canstraint

e Each event associated with the concentration or constraint that could cause a substantial impact
if the event had occurred or had begun to occur prior to the issuance of the financial statements.

e Actions taken by the government prior to the issuance of the financial statements to mitigate the
risk.
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[I.  STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A, Budgetary Data

1. Budget Policy and Practice

The City follows the procedures outlined below in establishing budgetary data reflected in the financial statements:

Annual budgets are legally adopted for all City funds with revenue and expense/expenditure activity. 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. The operating budget includes the proposed
expenditures/expenses and the proposed method to finance them.

Dates for public hearings, the purpose of which is to obtain taxpayers' comments, are set by the Board of
Commissioners at the time the budget is submitted to that body. The Board of Commissioners may add to,
subtract from, or change appropriations, but may not change the form of the proposed budget.

Any changes must be within the revenue and reserves estimated as available by the City Manager. Prior to
September 25 of each year, the budget is legally enacted through the passage of an ordinance.

The appropriate budget is prepared by fund, function, and department. The City's department heads may
make transfers of appropriations between/within a department in the same fund with the City Manager’s
approval. Transfers of appropriations between funds require the approval of the Board of Commissianers.
The legal level of budgetary control (i.e, the level at which expenditures may not legally exceed
appropriations) is the fund level,

At any time during the fiscal year, the City Manager can reallocate expenditures within a fund without the
approval of the Board of Commissioners. However, any revisions to the budget which increase the total
budgeted expenditures/expenses within any fund must be approved by the Board of Commissioners.

B. Excess of General Fund Expenditures over Appropriations

During the year ended September 30, 2025, expenditures exceeded appropriations as follows:

Cxpenditures Qver

Department Appropriations
City Managar/City Clerk 5 (15,289)
Finance {133,793)
IT (108,723)
Office of Strategic Excellence (49,114)
Hurman Resources (125,657)
Non-Departmental (1,776,848)
Special Fvents (276,331)
Public Safety Communications (119,427)
Pubic Works (15 7,280)
Principal on Debt (1,525,687)
Interest on Debt (262,765)
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ll.  STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continued)

C. Budget Basis of Accounting

The City prepares its annual budget on a basis (budget basis, which slightly differs from generally accepted
accounting principles (GAAP Basis). The budget and all transactions are presented in accordance with the City's
method (budget basis) in the Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and
Actual — General Fund to provide a meaningful comparison of actual results with the budget. The major differences
hetween budget and GAAP basis are debt service transactions, capital outlay purchases, and the recording of
bond/loan proceeds.

D. Finance-Related Legal and Contractual Provisions

In accordance with GASB Statement No. 38, “Certain Financial Statement Note Disclosures”, violations of finance-
related legal and contractual provisions, if any, are reported below, along with actions taken to address such
violations;

Violation Action Taken
None Not applicable

E. Deficit Fund Equity/Net Position

At September 30, 2025, the following Funds had deficit fund balances: Grants fund had a deficit fund balance of
(9,596), General Capital Improvements Fund had a deficit fund balance of ($665,179), Pharr Housing Finance Corp
Fund had a deficit fund balance of ($887,843), and the Health [nsurance Fund had a deficit fund balance of
(52,019,085).
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IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS
A. Deposits and Investments

1. Deposits

The city’s funds are required to be deposited and invested under the terms of a depository contract and investment
policy pursuant to state statute. The depository bank deposits for safekeeping and trust with its agent approved
pledged securities authorized by Chapter 2257 Collateral for Public Funds of the Government Code in an amount
sufficient to protect City funds on a day-to-day basis during the period of the contract. The pledge of approved
securities is waived only to the extent of the dollar amount of Federal Deposit Insurance Corporation (FDIC)
insurance,

At September 30, 2025 the carrying amount of the City's deposits (cash, certificates of deposit, and interest-bearing
savings accounts included in temporary investments) was $129,101,052 and the bank balance was $131,742,092.
The City’s cash deposits at September 30, 2025 and during the period ended September 30, 2025, were entirely
covered by FDIC insurance or by pledged collateral held by the City's agent bank in the City’s name.

Custodial credit risk is the risk that in the event of a bank failure, the City's deposits may not be returned to it. The
City has a policy of maintaining contact with the trust department of its depository agency to eliminate all custodial
credit risk. As of September 30, 2025, the City's bank balance was not exposed to custodial credit risk and was
aver-insured and over-collateralized.

In addition, the following is disclosed regarding coverage of combined balances on the date of the highest deposit:

&

Depositary: LSNB and Texas Regional Bank
b, The market value of securities pledged as of the date of the highest combined balance on deposit was

5123,479,404

¢. The highest combined balances of cash accounts amounted to $113,693,027 and occurred during February
2025,

d. The total amount of EDIC coverage at the time of the largest combined balance was $250,000 during
September 2025.

Restricted cash is defined as the cash balances restricted by the funder for a specific purpose. Total restricted cash
at the end of September 30, 2025, amounted to 557,279,747 with $3,152,115 that is classified as cash with fiscal
agent, which was covered by collateral held in the fiscal agents' trust departments, but not in the city's name. The
balance on Texas Regional Bank under the City's name but has Texas water development board as escrow agent.
The rest are bond proceeds under the city’s name. The trust department pledges a pool of collateral against all trust
deposits it holds. Bank of America leasing corpany, U.S. Bank corporation are the city’s fiscal agents.

2.  Investments

The city is required by Government Code Chapter 2256, The Public Funds Investment Act (“Act”), to adopt,
implement, and publicize an investment policy. That policy must be written, primarily emphasize the safety of
principal and liquidity, address investment diversification, yield, and maturity and the quality and capability of
investment management and include a list of the types of authorized investments in which the investing entity’s
funds may be invested, and the maximum allowable stated maturity of any individual investment owned by the
entity.
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IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

A. Deposits and Investments (Continued)

2. Investments (Continued)

The Act requires an annual audit of investment practices. Audit procedures in this area conducted as a part of the
audit of the general purposes financial statements disclosed that in the areas of investment practices, management

reports and establishes appropriate policies. The City adheres to the requirements of the Act. Additionally,
investment practices of the City are in accordance with local policies.

Analysis of Specific Deposit and Investment Risks:
GASB Statement No. 40 requires a determination as to whether the city was exposed to the following specific
investment risks at year-end and if so, the reporting of certain related disclosures:

a. Interest Rate Risk
This is the risk that changes in interest rates will adversely affect the fair value of an investment. At year-
end, the city was not exposed to interest rate risk. The City’s investment policy states that no investment
shall exceed 24 months in maturity. By limiting the exposure of its investments, the city reduces its risk to
the rising or decreasing interest rates.

b. Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The
ratings of securities by nationally recognized agencies arc designed to give an indication of credit risk. At
year-end, the city was not exposed to credit risk.

c. Custodial Credit Risk
Deposits and investments are exposed to custodial credit risk if they are not covered by depository insurance
and the deposits and investments are uncollateralized, collateralized with securities held by the pledging
financial institution, or collateralized with securities held by the pledging financial institution’s trust
department or agent but not in the City’s name. At year end, the city was not exposed to custodial credit risk.

d. Concentration of Credit Risk
This risk is the risk of loss attributed to the magnitude of a gavernment’s investment in a single issuer. Atyear
end, the city was exposed to concentration of credit risk, but highly collateralized. With the City's investment
policy, diversification is stressed.

The city followed its diversification investment guidelines. In prior years, all deposits were placed into LSNB
due to a previous depository agreement given a rate of return of 2%, now with 2 renewed agreement, rates
are lawer, and diversification is even needed more. The City invested in TexPool a portion of its contingency
fund as of May 2016 of last year and has accrued interest since then.

e. Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an investment. At year end, the city
was not exposed to foreign currency risk.
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IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

A. Deposits and Investments (Continued)

2. Investments (Continued)

The City of Pharr, Texas has no Investment activity as of September 30, 2025.

GASB No. 79 requires additional note disclosure requirements for gualifying external investment pools that
measure all their investments at amortized cost for financial reporting purposes and for governments that
participate in those pools. TexPool revised its Investment Policy to comply with GASB No. 79 as of August 2017
which includes the use of amartized cost to value portfolio assets and the following guidelines to maintain the
portfalio consistent with a stable net asset value per share:

¢ The maximurn remaining maturity of any security of other investment acquired for the portfolio shall be 397

calendar days ar less.
s The portfolio should maintain a weighted average maturity of 60 days or less,
s The portfolio should maintain a weighted average life of 120 days or less.

B. Receivables

1. Receivables for the City on September 30, 2025, were as follows:

Covernmental Activities Business-Type Activitics

Tertul Business-

Description Cioneri| Other Tatal Ltilicy Fiber EM3 Bridge  Gaoll Type
Property Tax 3 2009246 % 4032002 & 703,338 % - 5 - £ g 3 = b - b -
Warrants 94241039 - 9424039 - - = -
Sules Tox 1,718,486 1283478 50001 960 - 2! - - - -
Actounts 1,253,385 g18,109 20714493 5,667,339 9,599.469 5366618 1,032,358 K634 21674418
Other = 484 346 484,846 - = 2 o - - -

Ciross Receivables 17,395,155 6,618,525 24013680 5.667.339 9,599,464 3366618 1032338 K634 21674418
Luss: Allowanee for
Uncolleetible (6,935219) (361.034) (7.296,253) (2431 .QSS) (_5.935.235) 3 " = (9416.3 ].4
‘Tutal Receivables, Net 510459935 0§ 6257492 & 16717427 § 3236251 § 2A14240 & 5366618 % 1032338 % R634  §F 0 12258104

2. Nates Receivable for the Pharr Economic Developrment Corporation as of September 30, 2025, were as

follows;
Qutstanding Qutstanding
Ralance Balance

Description As of 10/1/2024 Increases [ecreases As of 9/30/2025
Reyes Garza, 05/13/2012, for the amount of 527,021 at an
interest rate of 5.00% wilh maturity on April 13, 2027, 5 1,044,396 5 : % (97.923) 5 247,073
Trancasa, 02/15/18, for the amount of 5600,000 at an interest
rate of 5.00% with maturily on March 15, 2026, 232,428 - (141,001) 91,427

Total Notes Receivable

4 1,277,424

U

$(228,925)

% 1,038,499
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IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)
B. Receivables (Continued)

3. Leases Receivable for the Business-Type Activities as of September 30, 2025, were as follows:

Accumulated

Description Cost Depreciation Book Value
Cold Storage S 1,058,726 S (594,164) S 464,562
UETA 218,244 (119,501) 98,742
TABC 2,424,536 (2,424,536) -
Total Leases Receivable, Net S 3,701,506 $ (3,138,201) S 563,304
C. Payables

Payables for the City on September 30, 2025, were as follows:

Guvernmental

Actvilies Bugingss-Type Activities
Tutal Buginess-

Description Ciovernmenial Utility EMS TeamPharr. Met Bridge Golf Type Tutal
Vendors 5 6239917 § 1698801 5 71,926 b 130,536 3§ 3,296,297 § 178395 § 5373955 5 11613872
Due to Other Funds 7,579,610 4379821 60,676 2767050 73,002 72486 7.653,035 15,232,645
Accred Liabilitics 1,389,398 160,005 - - R47.2606 £l 1,007,271 2396,669
Customer Depuosits - 781150 - = - = 181150 781,150

Total Payables 3 15,208,025 § 7019777 § 432602 § 2897586 & 4216565 § 248.HE] § 14815411 5 30,024,336
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. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)
D. Interfund Balances
The City reports interfund balances between many of its funds, The total of all balances agrees with the sum of

interfund balances presented in the statements of net position/balance sheets for governmental and enterprise
funds. The interfund balances are operational and short-term in nature. Interfund balances on September 30,

2025, cansisted of the following:

e From Duse T
Other Funds Other Funds
General Fund:

CDBG 5 194 431 $

Grant Fund 801,735 #

ARI'A Fund - 1968975

Utility 4294375 -

Fiber Optic 2767050 7,175

PEDC 4.11R284 -

LEMS 360676 -

City Garape 8.123

Bridge 73002

PHFC R A67

Goll 42 486 -

Asgel Sharing - 34,822

Chamber - 6252
Total General Fund 13,537 829 2.067.222
PEDC Fund:

General Fund 5 4118284
Total PEDC Fund 4,118,284
Asset Sharing Fund:

Ceneral Fund 34,822 -

Grant Fund 21,025 s
Total Asset Sharing Fund 75,847
Grants Fund:

General Fund 801,735

Asset Sharing Fund 21025
Total Grants Fund 872,760
Paving and Dminage

Utility 83446
Tatal Paving and Drmmage A5 4de
PHFC Fund:

General Fundd - R77.467
Tatal PHEFC Fund - K77 147
CDBG Fund:

General Fund - 194431
Total COBG Fusd - 194,431
ARFPA Fund;

Cieneral Fund 1968575
Total ARPA Fund 1 968975
City Garge Fund (Internal Service):

Creneral Furd 8,123
Total City Garaye Fund - 8,123
Total Interfund Balances,

Governmentul Fumiy b 15,667,897 -] 8,088,287
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Il.  DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)
D. Interfund Balances (Continued)

The City's business-type activities as of September 30, 2025, are as follows:

Due From Due To
Other Funds Other Funds
Utility Fund:

General Fund $ - $  4,294374

Paving and Drainage - 85,446
Total Utility Fund - 4,379,820
EMS Fund:

General Fund 360,676
Total EMS Fund - 360,676
TeamPharr.Net Fund

General Fund 37,173 2,767,050
Total TeamPharr.Net Fund 37,173 2,767,050
Toll Bridge Fund:

General Fund 73,002
Total Toll Bridge Fund - 73,002
Golf Course Fund:

General Fund 42,486
Total Golf Course Fund - 42,486
Total Interfund Balances,

Business-Type Activities $ 37.173 § 7623035

The City’s component Unit activities as of September 30, 2025, are as follows:

Component Units
Chamber of Commerce

General Fund 6252
Total Chamber of Cormnmerce 6252
Total Component Units b 6,252 3 -
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IIl. DETAILED NOTES ON FUNDS AND COMPQONENT UNITS (Continued)

F. Capital Assets

Capital asset activity for the City’s governmental activities for the year ended September 30, 2025, was as fallows:

Begitning Balance

Adjustments/

Ending Balance

Qctober 1, 2024 Additions Deletions Soptember 30, 2025
Governmenlal Activitics:
Capital Assets, nol heing depreciated:
Land $ 27,036,155 5 - b b 27,036,155
Construction in Progress 91,488,733 5,958,330 & 07,447,063
Total Capilal assets, not being depreciated | 18,524,888 5,958,330 - 124 483 218
Capilal Assel being depreciated and amortized:
Buildings 83,590,529 - = B3,590,529
Infrastructure 92,213,992 1,966,410 - 94,180,402
Improvements Other Than Building 71,516,570 1,443,574 - 72,960,144
Machinery and Equipment 39,978,934 984,102 - 40,963,040
Right-to-usc Lease assets, Equipment 4,980,931 225,076 = 5,206,007
Right-to-use Subscription Assets 230,114 - (68.465) 161,649
Total capital ussets, being depreciated and amortized 292,511,074 4,619,162 (68,405) 297,061,771
T.ess accurnulated depreciation and amortization for:
Buildings (20,606,593) (1,621,499) - (22,228,092)
Infrastructure (66,869,687) (1,756,969) 4 (68,626,656)
[mprovements Other Than Building (17,550,713) (3,430,398) - (20,981,119
Machinery and Equipment (31,941,584) (1,784,569) - (33,726,153
Right-to-use Lease assets, Equipment (2,938,579 (1,423,648) (135,045} (4,497,272)
Right-to-use Subscription Asscts {172,071) (31,043) 68,465 (134,649)
Total accumulated depreciation and amortization (140,079,230) (10,048,126) (66.580) (150,193,936)
Tolal capital assets being deprecialed and amortized, net 152,431 844 (5,428,964) (135.045) 146,867 835
Governmental activities capital asscts, net $ 270,956,732 $ 529,366 §  (135,045) 3 271,351,053




CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025
. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)
F. Capital Assets (Continued)

Capital asset activity for the City’s business-type activities for the year ended September 30, 2025, was as follows;

Heginning Balance Adjustments/ Ending Balance
Qctober 1, 2024 Addilions Dcletions Sepltemnber 30, 2025
Business-Type Activities:
Capilal Assets, not being depreciared;
Land (including Water Rights) b 14,647 338 5 - b - b 14,647,338
Construction in Progress 30,560,143 * 16,689,306 - 47,249 449
Total Capital assets, not being depreciated 45,207 481 16,689,306 - 61,496,747
Capital Asset being depreciated and amortized:
Buildings 34 748,600 - - 34,748 600
Infrastructure 171,498,390 4.196,220 - 175,694,610
Tmprovements Other Than Building 17,145910 307,111 - 17,453,021
Machinery and Equipment 30,467,692 837,928 - 11,305,620
Right-to-use Lease assets, Equipment 4,664,912 - - 4,664,912
Total capital assets, being depreciated and amortized 258,525,504 5,341,259 = 263,866,763
Less accwnulated depreciation and amortization for;
Buildings (22,033,622) (751,925) - (22,785,547
Infrastructure (71,488,403 (5.256.106) - (76,744,509)
Improvements Other Than Building (7,858,687 (1,089,274) - (8,947,961)
Machinery and Equipment (21,304,764) (1,884 115) - (23,188.879)
Right-lo-use Lease assets, Equipment (1,660.812) (532.218) - (2,193,030)
Total accumulated depreciation and amortization {124,346 288) (9,513,638) - (133,859,328)
Total capital assets being depreciated and amortized, net 134,179,216 (4,172.379) - 130,006,837
Business-Type aclivities capital assets, net b 179,386,698 F 12,516,927 5 - 3 191,903,625

* Construction in progress totaling 52,479,199 for LS-Rehabilitation and 5302,250 for Program Management was placed
into service in fiscal year 2026 and will be reclassified to the uppropriate capital asset categories in that same fiscal year..
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FOR THE YEAR ENDED SEPTEMBER 30, 2025

Il DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

F. Capital Assets (Continued)

Capital asset activity for the City’s discretely presented component unit activities for the year ended September 30, 2025,

was as follows:

Beginning Balance

Adjustments/

FEnding Balance

October 1, 2024 Additions Deletions September 30, 2025
Component Unit - Discretely Presented Chamber
Capital Assel being depreciated:
Machinery and Equipment 3 35,848 5 - $ - 35,848
Total capilal assels, being depreciated 15,448 - 35,848
Less acgumulated depreciation for:
Machinery and Equipment (34,237) (L.611) (35,848)
Total accumulated depreciation (34.237) (1,611) 5 (35,848)
Total capital assels being depreciated, net 1,611 (1.611) - -
Camponent Unit, capital asscts, net $ L6l 5 (1.611) b - b .
Beginning Balance Adjustments/ Ending Balance
October |, 2024 Additions Delelions September 30, 2025
Component Unit - Discretely Presented JPA
Capital Asscts, not being depreciated:
Land b 1,500,000 5 £ (1,500,000) 5 =
Total Capital assets, net being depreciated 1,500,000 (1,500,000) -
Capital Asset being depreciated:
Buildings 26,502,558 (26,502,558) -
Machinery and Equipment 153.683 (153,683) 5
Tolnl capitul assets, being depreciated 26,656,241 {26,656,241) -
Less acewmilated depreciation for;
Buildings (2,944,729) 2,944,729 -
Muchinery and Equipment (153,683) 153,683 -
Total accumulaled depreciation {3,098412) 1098412 -
Total capital assets being depreciated, net 23,557,829 (23,557,829) -
Component Unit, capital asscts, net % 25,057,829 § - § (25,057,829) 5 =




NOTES TO THE FINANCIAL STATEMENTS

CITY OF PHARR, TEXAS

FOR THE YEAR ENDED SEPTEMBER 30, 2025

IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

G. Long-Term Obligations

The following schedule summarizes the changes in long-term obligations during the year ended September 30, 2025:

Governmental Activities
Certificates o Obhgation
CDRG Section 108 Note Payable
Tax Notes Payable
Unamorized Premiuny{Discount)
Capital Equipnment Loans/Leases
Accrucd Compensated Ralnces
Accrued Compensated Balances PEDC
Net Pension Linbility - TMRS
Net Pension Linbility - TESRS
Chher Post Employment Benefits
Tatal Governmental Activities

Business-Type Activities
Revenue Bonds Payable
Refinding Reveoue Bonds Payable
Unamartized Premiunv{ Discount)
Finanhcing Amrangements
Accrued Compensated Absences
Net Pension Linbility
Other Post Einployient Benefits
Total Rusiness-Type Activities

Bulee Balance Audjisomnent/ Adjustrnent/ Balance Due in
10/1/2023 10/172024 Incrense Decrease 0/30/2025 One Year
112,230,000 112,230,000 - S (5.005,000) 5 107,135,000 § 5,265,000
2,065,000 2,065,000 - {2,065,004) - -
13,474,789 13,474,789 " (2.284,789) 11,190,000 2,065,000
3,262,382 3,262,582 - (247,783) 3,014,797 247785
7,990,401 7,990,401 : (2,808,30%) 5,182,002 1,947 984
5,856,309 5,856,304 T87.014 . 6,643,323 1,660,830
177,000 177,006 - (17.141) 159,865 39,966
19,635,762 19,635,762 {(4.715,102) 14,920,660 -
760,214 760,214 # (452,924) 307,290 -
1,148,046 1,148,046 - (39.456) 1,108,590 -
166,600,110 166,600,110 787,014 {17,725,506) 149.661,618 11,221,565
102,427 000 102,427,000 {4.,389,000) 98,038,000 4,532,000
#,1 70,000 6,170,000 * (1,955,000) 4,215,000 2,053,000
11,195,163 11,195,163 - (970,605) 10,224,558 970,605
6,540,358 6,540,354 u (1,276,397) 5,263,961 1,067,192
508,743 598,743 50.064 - 648,807 162,202
4,398,690 4,398,690 - (494,099) 3,899,591 -
257,180 257,180 32,555 " 289,735 +
131,587,135 £ 131,587,135 82,620 S (9.090,101) bl 122,579,654 5 8,787,000




CITY OF PHARR, TEXAS

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2025

IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

G. Long-Term Obligations (Continued)

| ang-term bonded and revenue supported obligations outstanding on September 30, 2025, is comprised of the

following:

Governmental Activities

" Bonds Fayoble

Serica  QOriginal Issuance

Payment Tnstallments

Interest Rates

Tnatallments

Maturity Date  Cwrrent Balanee

2012 Ceriifjcate of Obligation 2012 b 74125,000 Annual 0 60% - 4,38% 295,000 - 535000 8152032 % 2235000
2016 Certificate of Obbgation w16 14 290,000 Annual 1.13% - 3.60% 190_000 - 1,035,000 2/15/2036 10,595,000
2017 Certificate of Obligation 2017 17240,000 Annual 1.45% - 2.79% 355000 - 2,640,000 8/15/2031| 11,115,000
2018 Certilicate of Obligation 2018 16,440,000 Annual 2.08% - 3.32% 70,000 - 1 440,000 #/13/2038 12570000
2020 Cerlilicate of Obligation 2020 2,500,000 Annual 3 Q0% 890,000 - 2,625,000 8/15/2039 17.645 000
2021 Centilicate of Cihligation 2021 54.615,000 Annutl 4 50% - 4 .06% 1,645,000 « 3740000 8/15/2046 2970000
Tux Notes Pavable
2023 LSNB Tux Note 2023 15,115,000 Annual 4.0 1,940,000 - 2,415,000 8/15/2030 11,190,000
RBusiness-Type Activities Series  Orignal [ssuance  Payment Instalinents  [nterest Rates [nstallments Matunty Date  Current Ralanee
Bonely Pavable
Revenue Bonds - DWSR 2007A & 13310000 Annuzl 2.35% - 3.50% 380,000 - 1,073,000 9/1/2027 8§ 2,120,000
Revenue Bonds - NADBANK 20078 10,000,000 Annual 175% 385000 - 685000 /172027 1,350 00
Revenue Bonds - DWSR 2013 8725000 Annual 04 -2.71% 255000 - 406,000 9172042 £.630.000
Revenue Ponds - DWSE 2015 1,762,000 Annual 0.59% - 4. 1085 72000 - 117.000 912035 1,000,000
Revenue Bonds - CWSR 2020A 18150000 Annual 0.03% - 0.22% 115,000 - 780,000 9/1/2049 17,265 000
Revenue Bonds - CWSR 202018 13,880,000 Annual 0 0d%% - 0.32% 115,000 - 590,000 971/204% 12,9935 100
Revenue Ronds - CT&IBR 2021 37425000 Annual 3.00% - 5.00% 1,395,000 - 2,850,000 8/15/2041 14 580 000
Revenue Bonds - CTE&EWR 2021 3.157.000 Annual 0,008 105,000 - 106,000 R/15/2051 2,733,000
Revenue Bonds - CT&IBR 2021 20245000 Annual 2.00% - 2 80% 580,000 - 1,355,000 8/15/2046 20,365 000
Other Long-Term Obligations
2017 Refunding Bond 2017 5 18000000 Annual 3.2 - 3.02% 1,220,000 - 2,160,000 RBAS/2028 8§ 4,215,000
1. Bonds Payable
Debt service requirements of bonds payable on September 30, 2025, are as follows:
Yeur Edling Governmental Activities Business- Lype Activitics Total Requirements
Scplember 30, Principal Interest Principal Interest Principal Inlerest
2026 b 3,575,000 § 2,180,329 b 6,587,000 $ 2,735,617 b 10,162,000 b 4,915,946
2027 3,725,000 2,032,741 6,829,000 2. 478,689 10,554,000 4,511,430
2028 3,890,000 1,878,065 4,156,000 2,194,629 8,046,000 4,072,694
Thereafter 42,975,000 9.913,5%4 84,681,000 14,569,183 127,656,000 28,482,779
Total b 34,165,000 $ 16,004,729 % 102,253,000 § 25978120 b 156,414,000 $ 41982849




CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025
IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)
G. Long-Term Obligations (Continued)

2. Tax Notes Payable

Year Ending Governmental Activities
September 30, Principal Interest
2026 5 2,065,000 5 447,600
2027 2,150,000 365,000
2028 2,235,000 279,000
2029-2030 4,740,000 286,200
Total 5 11,150,000 8 1,377,800
3. PEDC Bonds Payable
Year Ending Governmental Activities
September 30, Principal Interest
2026 5 1,690,000 5 2,224,500
2027 1,745,000 2,173,530
2028-2032 9,630,000 9,952,211
2033-2037 11,585,000 7,594,624
2038-2042 14,325,000 5,266,070
2043-2046 13,995,000 1,663,413
Total 5 52,970,000 5 29,274,348

The following schedules summarize the changes in Component Unit Activities’ long term obligations during the
year ended September 30, 2025:

Balance Balance Due in
10/1/2024 Increase Docreass 9/30/2025 One Year
Component Unit Activities
Moles Payable b3 29,293,243 - {29,293,243) - 8 -
Component Activities Onnnal Lsswince  Payment Installments  Enlerest Ratea Installments Maturity Date  Curreni Balancs
Notex Payable
1. Capital 5 31,600,000 Mumthly 4 88% 187.504 S5/ 1472046 g

During the fiscal year ended September 30, 2025, the discretely presented component unit, Pharr Housing Finance
Corporation — Jackson Place Apartments, sold the apartment complex and related property to an unrelated third
party. Proceeds from the sale were used to retire all outstanding long-term debt associated with the property. As a
result, the Component Unit reported no long-term obligations outstanding as of September 30, 2025.
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I, DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)
G. Long-Term Obligations (Continued)

3. Capital Equipment Loans Payable

Capital leases payable on September 30, 2025, is comprised of the following issues:

Description Governmental Business-Type Total

$2,685,000 lease payable, due in annual
installments of $325,947 including interest,
through January 2026 at 3.69% LED Lighting
Project Citywide. 3 314348 S E § 314,348

$979,455 lease payable, due in semi annual
installments of 555,045 including interest,
through May 1, 2026; interest at 2.28%. All
funds used to purchase Fire Truck and
Equipment 108,236 - 108,236

$955,000 lease payable, due in quarterly
installments of $27,489 including interest,
through October 15, 2027; interest 2.97%.
All funds used for citywide air conditioning
repairs, fire equipment and irrigation
repairs for the golf course. 205,982 32,458 238,440

$4,262,100 lease payable, due in monthly
installments of $58,945 including interest,
through February 1, 2031; interest 4.46%.
All funds used to purchase genral fund
equipment and utility fund equipment. 1,950,288 1,447,906 3,398,194

$138,000 lease payable, due in quarterly
installments of 5,462 including interest,
through October 31, 2024; interest 3.12%.
All funds used to purchase general fund
equipment and golf course equipment. 4 831 589 5,421
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Il DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

G. Long-Term Obligations (Continued)

$1,788,000 lease payable, due in quarterly
installments of $70,435 including interest,
through November 23, 2030; interest
1.385%. All funds used to purchase general
fund equipment . 753,177 - 753,177

54,156,000 lease payable, due in quarterly
installments of $157,372 including interest,
through November 01, 2028; interest
1.756%. All funds used to purchase general
fund equipment and utility fund
equipment. 767,756 1,120,507 1,888,263

$620,000 lease payable, due in quarterly
installments of $104,907 including interest,
through December 30, 2029; interest 4.20%.
All funds used to purchase general fund
equipment and utility fund equipment. 394,529 - 394,529

Right to Use lease payables, due in
monthly installments at various rates,
including interest, through December 30,
2029; various interest rates. All funds used
to lease general fund equipment and
utility fund equipment. 682,945 2,662,500 3,345,445

S 5,182,092 5 5,263,961 S 10,446,053

3. Financing Arrangement/Right-to-use leases Payable

Assets purchased with the lease funds are included in the City's capital assets and depreciation expense. Debt service
requirements on September 30, 2025, are as follows:

Year Ending Govemmental Activilies Business-Type Activities Total Requirciments
September 30, Principal Tnterest Principal Interest Principal Interest
2026 8 1,891,544 5 147,317 § 1,067,193 3 184975 3 2,958,736 & 332,292
2027 932,768 96,092 1,050,404 150,273 1,983,173 246,365
2028 856,137 67,780 1,074,025 115,427 1,930,162 183,206
Thereafler 1,501,643 62,461 2,072,339 151,184 3,573,982 213,644
Total $ 5,182,002 § 373649 0§ 5263961 & 601,859 & 10,446,053  § 975,508
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Ill. DETAILED NOTES ON FUNDS AND COMPONENT UNITS {Continued)
G. Long-Term Obligations (Continued)

4. Notes Payable

Long-term notes payable outstanding on Septerber 30, 2025, is comprised of the following:

Governmenial Activitles Serics  Original lssuance  Payment Installments  Interest Rales [nstallments Marity Trate  Current Balanee
Noter Payahle
2017 HUD Section 108 Loan 007 5 560000 Annual 1.28% - 1.73% 294,000 - 295.000 B/1572005 1 § b

During the fiscal year ended September 30, 2025, the City paid off all outstanding long-term debt. As a result, no long-
term obligations remained outstanding as of September 30, 2025.

6, Debt Disclosure and Currently Defeased Debt
None.

7. Accrued Compensated Absences

Accrued compensated absenices (vested sick and vacation leave) are granted Lo city employees. In the event of
termination, an employee is paid for all accurnulated, unused vacation. The City's accrued compensated absences as
of September 30, 2025, are reflected in the long-term obligations schedule. The liability for compensated absences
includes vacation leave earned hut not used and sick leave that is more likely than not to be paid upen retirement. The
liability is recorded in the government wide financial statements.

8. Arhitrage

The City has issued long-term debt for capital construction projects. These bonds are subject to arbitrage regulations.
Arbitrage regulations call for the return of the difference in interest revenue against interest expense. On September
30, 20725, there was no liability of arbitrage that would have been owed to the federal government.

9, Line of Credit

Ihe City’s PEDC has a secured revolving line of credit with Lone Star National Bank up to 55,000,000. The principal is
payable on demand and interest is paid monthly at a rate of 3.75%. The line of credit is collateralized by securities. The
balance due for the line of credit as of September 30, 2025, is $1,179,150.
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IIl. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

H. Interfund Transfers

The City reports interfund transfers between many of its funds. Interfund transfers for the year ended September 30,
2025, consisted of the following:

Governmental Activities:

Transfers In

Transfers Qut

General Fund:

Hotel $ 787,325 -

ARPA Fund - 1,968,975

Capital Projects - 2544297

Parkland 126,775

Paving and Drainage 774,858 -

Utility 636,167 -

Golf - 418348

Bridge 12,592,600 -

Debt Service - 298,833

Health Insurance Fund = 143

PEDC 1,375,000 -
Total General Fund 16,292,725 5,230,596
Capital Projects Fund:

General Fund 2,544,297 -

Hotel 60,775 -

Paving & Drainage 217,067 -
Total Capital Projects Fund 2,822 138 -
Debt Service Fund:

General Fund 298 833 -
Total Debt Service Fund 298,833 -
Hotel/Motel Fund

General Fund - 787,325

Capital Projects - 60,775
Total Hotel/Motel Fund - 848,100
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H. Interfund Transfers (Continued)
Paving & Drainage Fund:

General Fund - 774,858

Capital Projects - 217,067
Total Paving & Drainage I'und - 991,925
PEDC

General Fund . 1,375,000
Total PEDC - 1,375,000
Parkland Fund

General Fund - 126,775
Total Parkland Fund - 126,775
ARPA Fund

General Fund 1,968,975 111458
Total ARPA Fund 1,968,975 1,111,458
Governmental - Total Interfund
Transfers § 21382671 % 9,683,854

Component Unit Transfers

Governmental Activities: Transfers In Transters Out

General Fund:

Hotel ¥ - $ 68,400

PHFC Jackson Apartments - 22444

PEDC - 150,000
Total General Fund - 240,844
Component Unit:

Pharr Chamber of Commerce:

Hotel 68,400 -

PEDC 150,000 -
Total Pharr Chamber of Commetc 218,400 -
PHFC Jackson Apartments:

Gieneral Fund 22444 -
Tuotal PHFC Jackson Apartments 22,444 -
Total Component Unit
Transfers b 240,844 i 240,844
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1Il. DETAILED NOTES ON FUNDS AND COMPONENT UNITS (Continued)

H. Interfund Transfers (Continued)

Enterprise Funds:

Business-Typ

¢ Activities Transfers In

Transfers Out

Toll Bridge Fund:

General Fund § - $ 12,592 600

EMS - 370425

Bridge 17,139,363 17,139,363
Total Toll Bridge Fund 17,139,363 30,102,388
Utility Fund:

General Fund - 636,167

Utility Fund £30,042 830,042

Debt Service - -
Total Utility Fund 830,042 1,466,208
EMS Fund:

Toll Bridge 370,425

General Fund - i -
‘Total EMS Fund 370,425 -
TeamPharr.Net Fund

ARTA Fund 1,111,458 -
Total TeamPharr, Net Fund 1,111,458 -
Golf Course Fund:

General Fund 418348 -
Total Golf Course Fund 418,348 =
Ilealth Tnsurance Fund

General Fund 143 o
Total Health Insurance Fund: 143 -
Business-Type - Total Interfund
Transfers b 19,869,779 ] 31,568,596

[. Leases

The international bridge serves as a lessor for three businesses, the first one is TABC. They pay the international bridge
a manthly amount of $550, Also, UETA rents land and makes monthly payments of 512,500 and lastly cold storage with

monthly payments of $7,723.
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[V, OTHER INFORMATION
A. Risk Management

The city is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets, errors and
omissions, injuries to employees (workman’s compensation), and natural disasters. During the fiscal year, the City
obtained general liability coverage at a cost that is economically justifiable by joining with other governmental entities
in the State as a member of the Texas Municipal League Intergovernmental Risk Pool (TML). TML is a self-funded pool
operating as cornmon risk management and insurance program. The city pays an annual premium to TML for its above
insurance coverage. The agreement for the formation of TML provides that TML will be self-sustaining through member
premiums and will reinsure through commercial companies for claims more than acceptable risk levels; however, each
category of coverage has its own level of reinsurance. The city continues to carry commercial insurance for other risks
of loss, There were no significant reductions in commercial insurance coverage in the past fiscal year and settled claims
resulting from these risks have not exceeded coverage in any of the past three fiscal years. A copy of TML's Annual
Comprehensive Financial Report may be obtained by request at the following address:

Texas Municipal League
1821 Rutherford Lane, Suite 400
Austin, TX 78754-5128
1. Health Care Coverage

The City continued as partially self-funded through the end of 2025 working with United Healthcare as the third-party
administrator and Lone Star Insurance Services as the agent of record. Throughout 2024, the City continued to fund its
fixed costs for administration fees and stop loss premium along with medications via International RX while paying
claims weekly to United Healthcare. The City continued to pay a majority of the employees’ insurance premiums and
a percentage of the employees’ dependents.

Monthly Cost ta  Monthly cost to Total
Caverage Type Employee City Maonthly Cost

Employee Only
Employee and Spouse
Employee and Child(ren)
‘Employee and Family

B67.79
832.77
1,288.43 |

Far maore detailed information about United HealthCare please cantact:
United Healthcare

2000 West Laop South, Suite 900
Hauston, TX 77027
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IV.  OTHER INFORMATION (Continued)

2. Post-Retirement Health Care Benefits
The City provides certain health care and life insurance benefits, under City ordinance, for:

A. A retired person and their dependents covered under the City of Pharr, Texas's health insurance plan, prior to
January 1, 2009, shall be entitled to continued coverage at the municipality’s expense not to axceed 5275 per
manth for the retiree, and fifty percent of the cost of coverage for the dependent or $225 whichever is less.
When a retiree reaches the age of 65, the municipality will no longer pay for the retiree’s and dependent’s
health insurance. The municipality will only pay for the cost of the retiree’s Medicare Advantage Plan coverage.

8. Any person employed with the City of Pharr, Texas, prior to January 1, 2009, that has been employed for not
less than twenty (20) years with any municipality in the State of Texas that participates in the Texas Municipal
Retirement System, that was employed with the City of Pharr, Texas for not less than ten (10) years, and reaches
the age of fifty (50}, shall be eligible upon retirement to receive continued health coverage at the expense of
the municipality not to exceed $275 per month. A dependent of an eligible retired person under the subsection
shall not receive continued coverage at the expense of the municipality. When a retiree reaches the age of 65,
the municipality will no longer pay for the retiree’s health coverage.

C. A person that becomes employed with the City of Pharr, Texas, after January 1, 2009, shall not be eligible for
any health insurance coverage at the expense of the municipality upon retirement. A dependent of an
employee under this subsection shall not receive health insurance coverage at the expense of the municipality
upon retirement.

Currently, approximately 46 retirees meet these eligibility requirements. The City pays 80% of the number of validated
claims for qualified medical and hospitalization costs incurred after the retiree meets a deductible ranging from 51,000
per individual to 2,000 per family for In-Network coverage. The maximum out-of-pocket costs that can be incurred by
a retiree in the one-year range from $1,500 per individual to $3,000 per family.

B. Deferred Compensation Plan

The City offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section
457. The plan, available to all full-time employees at their option, permits participants to defer a portion of their salary
until future years. The deferred compensation is not available to participants until termination, retirement, death, or
unforeseeable emergency. All amounts of compensation deferred under the plan, all property and rights purchased
with those amounts, and all income attributable to those amounts, property or rights are the property of the
beneficiary. General inflation is assumed to be 2.50% per year with an investment return and assumption of 6.75% per
year, compounded annually, composed on an assumed 2.5% inflation rate and a 4.25% net real rate of return.
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C. Pension Plan

Pension Plans: The City provides for two pension plans; one is a defined benefit cash balance plan administered through
Texas Municipal Retirement System (TMRS) and one has a special funding situation administered by Texas Emergency
Services Retirement System (TESRS)., Both plans are described in detail below. Aggregate amounts for bath pension
plans are as follows:

TMRS TESRS TOTAL
Pension liability § 7,218,576 5 307,290 § 7,525,866
Deferred outflows of resaurces 4,861,460 101,212 4,962,672
Deferred inflows of resources 3,348,529 225,532 3,574,061
Pension Cxpense 8,731,507 182,970 8,914,477

1. Plan Description

The City of Pharr, Texas participates as one of 938 plans in the defined benefit cash-balance plan administered by the
Texas Municipal Retirement System (TMRS). TMRS is a statewide public retirement plan created by the State of Texas
and administered in accordance with the TMRS Act, Subtitle G, Title 8, Texas Government Code (the TMRS Act) as an
agent multiple-employer retirement system for employees of Texas participating cities. The TMRS Act places the general
administration and management of TMRS with a six-member, Governor-appointed Board of Trustees; however, TMRS
is not fiscally dependent on the State of Texas, TMRS issues a publicly available Annual Comprehensive Financial Report
(Annual Report) that can be obtained at tmrs.com.

All eligible employees of the City are required to participate in TMRS.
2. Benefits Provided

TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the governing body of the
City, within the options available in the state statutes governing TMRS. At retirement, the member’s benefit is calculated
based on the sum of the Member's contributions with interest, the city-financed monetary credits with interest. The
retiring member may select one of seven monthly benefit payment options. Members may also choose to receive a
portion of their benefit as a lump sum distribution in an amount equal to 12, 24 or 36 monthly payments, which cannot
exceed 75% of the total member's contributions and interest.

Description Plan Year 2024 Plan Year 2025
Employee Deposit Rate 7.00% 7.00%
Matching Ratio (City to Fmployee) 2tol 2ol

Years Required for Vesting 5 5

Service Retirement Eligibility (Expressed

as Age / Years of Service) 60)/5,0/20 60/5,0/20
Updaled Service Credit 100% of Repealing 100% of Repealing
Annuity Increase (to Retirees) 0% of CPI 0% of CPI
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¢ Pension Plan (Continued)
Employee Covered by Benefits Terms.

As of the December 31, 2024, valuation and measurement date, the following employees were covered by the terms
of the benefits;

Descriplion . 2024
Inactive employees or beneficiaries currently receiving benefits 312
Inactive employees entitled to but not yet receiving benefits 481
Active employees 806
Total participants ] 1,599
Covered Payroll S 43,495,248

3. Contributions

Member contribution rates in TMRS are either 5%, 6%, or 7% of the member's total compensation, and the city
matching percentages are either 100%, 150% or 200%, both as adopted by the governing body of the city. Under the
state law governing TMRS, the contribution rate for each city is determined annually by the actuary, using the Entry
Age Normal (FAN) actuarial cost method. The city’s contribution rate is based on the liabilities created from the benefit
plan option selected by the city and any changes in benefits or actual experience over time.

Employees for the City of Pharr were required to contribute 7.00% of their annual compensation during the fiscal year.
The contribution rates for the City of Pharr were 12.62% and 13.14% in calendar years 2024 and 2025, respectively. The

City's contributions to TMRS for the year ended September 30, 2025, were 55,849,709 and were equal to the required
contributions.

4. Net Pension Liability

Mhe city's Net Pension Liability (NPL) was measured as of December 31, 2024, and the Total Pension Liability (TPL)
used to calculate the Net Pension Liability was determined by an actuarial valuation as of that date,

Actuarial assumptions:

The Total Pension Liability in the December 31, 2024 actuarial valuation was determined using the following actuarial
assumptions:

Inflation 2.50% per year
Overall Payroll Growth 2.75% per year, adjusted down for population declines, if any
Investment Rate of Retum 6.75%, net of pension plan investmenl expense, including inflation
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Salary increases were based on a service-related table. Mortality rates for active members are based on the PUB(10)
mortality tables with 110% of the Public Safety table used for males and 100% of the General Employee table used for
ferales. Martality rates for healthy retirees and beneficiaries are based on the Gender-distinct 2019 Municipal Retirees
of Texas mortality tables. Male rates are multiplied by 103% and female rates are multiplied by 105%. The rates for
actives, healthy retirees and beneficiaries are projected on a fully generational basis by the most recent Scale MP-2021
to account for future mortality improvements. For disabled annuitants, the same mortality tables for healthy retirees
are used with a d-year set-forward for males and a 3-year set-forward for females. In addition, & 3.5% and 3.0%
minimum mortality rate is applied, for males and females respectively, to reflect the impairment for younger members
who become disabled. The rates are projected on a fully generational basis by Scale MP-2021 to account for future
maortality improvements subject to the 3% floor.

The actuarial assumptions were developed primarily from the actuarial investigation of the experience of TMRS aver
the four-year period from December 31, 2018, to December 31, 2022. The assumptions were adopted 2023 and first
used in the December 31, 2023, actuarial valuation. The post-retirement mortality assumption for Annuity Purchase
Rate (APRs) are based on the Mortality Experience Investigation Study covering 2009 through 2011 and dated
December 21, 2013. Plan assets are managed on a total return basis with an emphasis on both capital appreciation as
well as the production of income to satisfy the short term and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined by best estimate ranges of
expected returns for each major asset class, The long-term expected rate of return is determined by weighting the
expected return for each major asset class by the respective target asset allocation percentage, The target allocation
and best estimate of real rates of return for each major asset class in fiscal year 2024 are summarized in the following
table;

Assct Class ___Target Allocation Long-Tenn Expected Real Rate of Return (Arithimetic)
Global Equity 35.0% 7.10%
Core Fixed Income 6.0% 5.00%
Non-Core Fixed Income 6.0% 6.80%
Hedge Funds 5.0% 6.40%
Private Equity 13.0% B.50%
Private Debt 13.0% B.20%
Real Estate 12.0% G.70%
Infrastructure 6.0% 6.00%
Other Private Markels 4.0% 7.30%
Total 100.0%
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4. Net Pension Liability (Continued)

Discount Rate

The discount rate used to measure the Total Pension Liability was 6.75%. The projection of cash flows used to
determine the discount rate assumed that Member and employer contributions will be made at the rates specified in
statute, Based on that assumption, the pension plan's Fiduciary Net Position was projected to be available to make all
projected future benefit payments of current active and inactive Members. Therefore, the long-term expected rate of
return on pension plan investments was applied to all periods of projected benefit payments to determine the Total
Pension Liability.

Changes in Net Pension Liability

increase (Decrease)

Balanceat 12/31/2023
Changes for the year:

Total Pension
Liability
(a)

Plan Fiduciary
Net Position
(b)

Net Pension
Liability
(a)-(b)

$ 137,097,555

113,063,143

% 24,034,452

Service cost 6,733,064 - 6,733,084
Interest 9,281,757 9,281,757
Change of benefit terms ?
Difference between expected and actual experience (1,011,250) - (1,011,250)
Changes of assumptions 2 &
Contributions - employer - 5,490,662 (5,490,662)
Contributions - employee - 3,045,534 (3,045,534)
Net investmenl income - 11,758,679 (11,758,679)
Benefit payments,

including refunds of employee contributions (5,913,224) (5,913,224) .
Administrative expense - (75,343) 75,343
Other changes - _ (1,762) 1,762

Net changes 9,090,347 14,3(]!1,546___ (5,214,199)

Balanceat 12/31/2024
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4, Net Pension Liability (Continued)

Sensitivity of the Net Position liability changes in the discount rate

The following presents the net pension liability of the City, calculated using the discount rate of 6.75%, as well as what
the City’s net pension liability would be if it were calculated using a discount rate that is 1 percent-point lower (5.75%)
or 1 percentage-paint higher (7.75%) than the current rate:

1% Decrease in 1% Increasein
Discount Rate Disgcount Rate Discount Rate
(5.75%) (6.75%) (7.75%)
City's net pension liability 5 40,799,641 $ 18,820,253 5 853,245

Pension Plan Fiduciary Net Pasition
Detailed information about the pension plan’s Fiduciary Net Position is available in a separately issued TMRS
financial report. That report may be obtained on the Internet at www.tmrs.cam.
5. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources related to Pensions
For the year ended September 30, 2025, the City recognized pension expense of 54,868,892,

At September 30, 2025, the City reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Differences between expecled and actual economic experience
(net of current year amartization) 5 132,238 $ 1,325,116
Changes in actuarial assumptions 4,735 10,170
Difference between projecled and actual investment earnings (net
of current year amaortization) - 1,485,028
Contributiaons subsequent to the measurermenl date 4,453,065 5
Tolal S 4,590,042 S 2,820,314

67



CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

IV, OTHER INFORMATION (Continued)

5. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources related to Pensions
{Continued)

44,453,069 reported as deferred outflows of resources related to pensions resulting from contributions subsequent to
the measurement date will be recognized as a reduction of the net pension liability for the year ended September 30,
2025, Other amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in
pension expense as follows:

Year ended Seplember 30,

2026 5 (341,914)
2027 B38,214
2028 (2,153,731)
2029 (1,025,905)
2030 #
Thereafter -

D. Other Post Employment Benefit (OPEB) Programs
1. Plan Description

Texas Municipal Retirement System (“TMRS”) administers a defined benefit group-term life insurance plan known as
the Supplemental Death Benefits Fund (“SDBF”). This is a voluntary program in which participating member cities may
elect, by ordinance, to provide group-term life insurance coverage for their active members, including or net including
retirees. The death benefit for active employees provides a lump sum payment approximately egual to the employee’s
annual salary (calculated based on the employee’s actual earnings, for the 12-month period preceding the month of
death). The death benefit far retirees is considered another post-employment benefit (*OPEB”) and is a fixed amount
of $7,500. As the SDBF covers both active and retiree participants, with no segregation of assets, the SDBF is an
unfunded OPEB plan (i.e. no assets are accumulated).

The member city contributes to the SDBF at a contractually required rate as determined by an annual actuarial
valuation. The rate is equal to the cost of providing one-year term life insurance. The funding policy for the SDBF
program is to assure that adequate resources are available to meet all death benefit payments for the upcoming year,
The intent is not to pre fund retiree term life insurance during employees’ entire careers.

GASB 75 requires employers to recognize the total QPEB liability and the OPEB expense on their financial statements,
The OPEB expense recognized each fiscal year is equal to the change in the total OPEB liability from the beginning of
the year to the end of the year, adjusted for deferred recognition of certain changes in the liahility.

The city’s SDBF is considered a single-employer unfunded OPEB plan with benefit payments treated as being equal to
the employee’s contribution for ratirees.
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1. Plan Description (Continued)
Employees covered by benefit terms

At the December 31, 2024 valuation and measurement date, the following employeses were covered by the benefit
terms:

Inactive employees or beneficiaries currently receiving benefits 246
Inactive employees entitled to bul nat yel receiving benefits 70
Active emplayees 806

Talal 1,122
E—

Contributions

Employees for the City of Pharr were required to contribute 0.09% of their annual gross earnings during the fiscal year.
The contribution rates for the City were 0.24% and 0.21% in calendar year 2024 and 2025, respectively. The City's
contributions to TMRS for the year ended September 30, 2025 were $101,832 and were equal to the required
contributions.

2. Supplemental Death Benefits (SDBF) Flan Contributions

The city contributes to the SDBF at a contractually reguired rate as determined by an annual actuarial valuation.
The rate is equal to the cost of providing one-year term life insurance. The funding policy for the SDBF program
is to assure that adequate resources are available to meet all death benefit payments for the upcoming year;
the intent is not to pre-fund retiree term life insurance during employees’ entire careers.

Plan/Calendar Total SDB Retiree Portion of SDB
Year Contribution (Rate) Cantribution {Rate)
2025 0.21% 0.09%

2024 0.24% 0.09%
2023 0.22% 0.08%
2022 0.18% 0.10%
2021 0.18% 0.10%
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3. OPEB Liability

[he Other Post Employment Benefits (OPEB) was measured as of December 31, 2024, and the Total Liability used to
calculate the Net Pension Liability was determined by an actuarial valuation as of that date.

Actuarial assumptions: The Total OPEB Liability on December 31, 2024, actuarial valuation was determined using the
following actuarial assumptions.

Inflation 2,50% per year

Overall Payroll Growth 3.60% to 11.85% per year - including inllation
Discount rate* 4.08%

Retiree's share of benefit related costs 50

*The discount rate was based on the Fidelity Index’s “20-Year Municipal GO AA Index” rate as of December 31, 2024.

Administrative Expenses - All administrative expenses are paid through the Pension Trust and accounted for under
reporting requirements under GASB Statement No. 68,

Mortality rates — service retirees — 2019 Municipal Retirees of Texas Mortality Tables. Male rates are multiplied by
103% and female rates are multiplied by 105%. The rates are projected on a fully generational basis by the most recent
Scale MP-2021 (with immediate convergence).

Mortality rates — disabled retirees — 2019 Municipal Retirees of Texas Mortality Tables with a 4 year set-forward for
males and a 3 year set-forward for females. In addition, a 3.5% and 3% minimum mortality rate will be applied to reflect
the impairment for younger members who become disabled for males and females, respectively. The rates are
projected on a fully generational basis by the most recent Scale MP-2021 (with immediate convergence) to account for
future mortality improvements subject to the floor.

Discount Rate:

The discount rate used to measure the Total OPEB Liability was 3.77%. The projection of cash flows used to determine
the discount rate assumed that employee and employer contributions will be made at the rates specified in statute.
Based on that assumption, the OPER plan's Fiduciary Net Position was projected to be available to make all projected
future benefit payments of current active and inactive employees. Therefore, the long-term expected rate of return on
OPES plan investments was applied to all periods of projected benefit payments to determine the Total OPEB Liability.
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3. OPEB Liability (Continued)

Total QPER Liahility:

Increase (Decrease)
Total OPEB
Liability

Balanceat 12/31/2023
Changes for the year:
Service cost
Interest
Change of benelit terms
Difference between expected and actual experience
Changes of assumptions
Conltributions - employer
Contributions - employee
Net investment income
Benefit payments,
including refunds of employee contributions
Administrative expense
Other changes
Net changes

s 1,405,225

73,942
53,633

(15,904)
(/9,424)

(39,146)

(6,899)

Balanceal 12/31/2024

] 1,398,326

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the City, calculated using the discount rate of 3.77%, as well as what
the City's total OPEB liability would be if it were calculated using a discount rate that is 1 percentage point lower (2.77%)

or 1 percentage point higher (4.7 /%) than the current rate:

1% Decrease in

1% Inctease in

Discount Rate Discount Rate Dizcount Rate
(2.77%) (3.77%) (4.77%)
City's total OPER liability 5 1,679,180 $ 1,398,326 £ 1,179,202
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3. OPEB Liability (Continued)

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEBs
For the year ended September 30, 2025, the City recognized OPEB expense in the amount of 574,989

At September 30, 2025, the City reported deferred outflows of resources and deferred inflows of resources related to
OPEBs frorm the following sources:

Defarred Defarred
Outflows Inflows
of Resources of Resources
Differences hetween expecled and actual economic experience
(net of current year amaortization) 5 - S 56,493
Changes In actuarial assumptions 200,251 471,723
Difference between projected and aclual investment earnings (net
of current year amorlization) -
Contributions subseguent to the measurement date 71,168 %
[otal S 271,419 s 528,216

$71,168 reported as deferred outflows of resources related to OPEBs resulting from contributions subsequent to the
measurement date will be recognized as a reduction of the net OPEB liability for the year ended September 30, 2025.
Other amounts reported as deferred outflows and inflows of resources related to OPFBs will be recognized in OPEB
expense as follows:

Year ended September 30,

2026 S (45,155)
2027 (55,259)
2028 (BE,916)
2029 (100,673)
2030 (29,487)
Therealler (8,475)
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D. Texas Emergency Services Retirement System

The City participates in a cost-sharing multiple employer pension plan that has a special funding situation. The plan is
administered by TESRS and established and administered by the State to provide pension benefits for emergency
services personnel who serve without significant monetary remuneration. At August 31, 2025, there were 244
contributing fire and/or emergency services department members participating in TESRS. Eligible participants include
volunteer emergency services personnel who are members in good standing of a member department.

On August 31, 2025, the TESRS membership cansisted of:

Retirees and beneficiaries currently receiving benefits 4,188
Terminated members entitled to, but not yet receiveing benefits 1,764
Aclive participants 3,301

Pension Plan Fiduciary Net Position

Detailed information about the TESRS's fiduciary net position is available in a separately-issued Annual Comprehensive
Financial Report that includes tinancial statements and Required Supplementary Information. TESRS issues a publicly
available Annual Financial Report, which includes financial statements, notes, and Required Supplementary
Information, which can be obtained at www.tesrs.org, The separately issued actuarial valuations that may be of interest
are also available at the same link.

Benefits Provided

Senate Bill 411, 65th Legisiature, Regular Session (1977), created TESRS and established the applicable benefit
provisions. The 79th Legislature, Regular Session (2005), re-codified the provisions and gave the TESRS Board of
Trustees (the “Board”) authority to establish vesting requirements, contribution levels, benefit formulas, and eligibility
requirements by Board rule. The benefit provisions include retirement benefits, as well as death and disability benefits.
Members are 50 percent vested after the tenth year of service, with the vesting percentage increasing ten percent for
each of the next five years of service so that a member becomies 100 percent vested with 15 years of service.

Upon reaching age 55, each vested member may retire and receive a monthly pension equal to his vested percent
multiplied by six times the governing body’s average monthly contribution over the member's years of qualified service,
For years of service in excess of 15 years, this monthly benefit is increased at the rate of 6.2% compounded annually.
There is no provision for automatic postretirement benefit increases.

On and off-duty death benefits and on-duty disability benefits are dependent on whether or not the member was
engaged in the performance of duties at the time of death or disability, Death benefits include a lump sum amount or
continuing monthly payments to a member’s surviving spouse and dependent children,
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D. Texas Emergency Services Retirement System (Continued)
Funding Policy

Contributions are made by governing bodies for the participating departments. No contributions are required from the
individuals who are members of TESRS, nor are they allowed. The governing bodies of each participating department
are required to make contributions for each month a member performs emergency services for a department (this
minimum contribution is $36 per member and the department may make a higher monthly contribution for its
members). This is referred to as a Part One contribution, which is the legacy portion of the TESRS contribution that
directly impacts future retiree annuities.

According to the state law governing the System through August 31, 2025, the state was required to contribute an
amount necessary to make the System “actuarially sound” each year, which could not exceed one-third of the total of
all contributions made by participating governing bodies in a particular year.

During the regular 2025 session of the Texas Legislature SB 2065 by Huffman was passed and signed into law. [t
remaved the statutory limit on the annual state contributions to the System, previously ene-third of all contributions
to the System by governing bodies of participating departments in a year. The state, beginning September 1, 2025, is
required to contribute an actuarially determined amount. The amended state law provides for amartization of the
August 31, 2024 unfunded actuarial accrued liability by August 31, 2055, a 30-year period. Actuarial gains and losses
recognized in subsequent actuarial valuations are to amortized over 15 years or the remainder of the initial 30-year
period, whichever s the longer period.

Additional contributions may be made by gaverning badies within two years of joining TESRS to grant up to fifteen years
of credit for prior service per member. Prior service must have occurred before the department began participation in
TESRS.

A small subset of participating departments has a different contribution arrangement that is being phased out aver
time. In this arrangement, contributions made in addition to the monthly contributions for active members are made
by local governing bodies on a pay-as-you-go basis for members who were pensioners when their respective
departments merged into TESRS. There is no actuarial impact associated with this arrangement as the pay-as-you-go
contributions made by these governing bodies are always equal to benefit payments paid by TESRS.

Ultimately, the contribution policy also depends upon the total return of the System’s assets, which varies from year to
year. Investment policy decisions are established and maintained by the board of trustees. For the year ending August
31, 2025, the money-weighted rate of return on pension plan investments was 13.25%. This measurement of the
investment performance is net of investment-related expenses, reflecting the effect of the timing of the contributions
received and the benefits paid during the year,
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E. Texas Emergency Services Retirement System (Continued)

Contributions

The contribution requirement per active emergency services persennel member per month s not actuarially
determined. Rather, the minimum cantribution provisions were set by Board rule, and there is no maximum
contribution rate. For the measurement year ending August 31, 2025, total contributions (dues, prior service, and
interest on prior service financing) of 534,800 were paid by the City. The State appropristed 372,185 for the
measurement year ending August 31, 2025 to the plan as a whole.

Actuarial Assumptions

The TPL in the August 31, 7025 actuarial valuation was determined using the following actuarial assumptions, applied
to all periods included in the measurement;

nflation 2.5% per ycar
Salary increases N/A
Investment Rate of Return 7.25%, net of pension plan investment expense, including inflation

Mortality rates were based on the Pub5-2010 (public safety) below-median income mortality tables for employees and
for retirees, projected for mortality improvement generationally using projection scale MP- 2021. The long-term
expected rate of return on pension plan investments was determined using a building- block method in which expected
future net real rates of return (expected returns, net of pension plan investment expense and inflation) are developed
for each major asset class. These components are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage (currently 4.58%) and by
adding expected inflation (2.5%). In addition, the final 7% assumption was selected by rounding down.

The target allocation and expected arithmetic real rates of return for each major asset class are summarized in the
following table:

Asset Class [arget Allocation Lang-Term Expected Real Rate of Return

Fauities

Large cap daomestic 20% 5.73%

Small/mid cap domestic 10% B.37%

Developed linternational 15% G.77%

Emearging markets 5% 6.85%
Glabal infrastructure 5% 6.63%
Real Estate 10% 4 00%
Multi asset income 5% 3.50%
Flxed Income 30% 1.80%
Cash 0% 0,00%

Total 100.0%

Weighted Average 41.60%
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E. Texas Emergency Services Retirement System (Continued)
Discount Rate:

The discount rate used to measure the total pension liability was 7%. No projection of cash flows was used to determine
the discount rate because the August 31, 2025 actuarial valuation showed that expected contributions would pay the
normal cost and amortize the unfunded actuarial accrued liability (UAAL) in 28 years. Because of the 28-year
amortization period of the UAAL, the System’s fiduciary net position is expected to be available to make all projected
future benefit payments of current active and inactive members. Therefore, the long-term expected rate of return on
pension plan investments of 7% was applied to all periods of projected benefit payments to determine the total pension
liability.

Discount Rate Sensitivity Analysis

The following presents the NPL of the City, calculated using the discount rate of 7%, as well as what the City's NPL would
be if it were calculated using a discount rate that is one percentage point lower (6%) or one percentage point higher
(8%) than the current rate;

1% Decrease in 1% Increase in
DRiscount Rate Discount Rate Discaunt Rate
(6%) (7%) (8%)
City's total OPEB liability g 487,622 $ 307,290 5 161,404

Pension Liability, Pension Expense, and Deferred Outflows/Deferred Inflows of Resources Related to Pensions:

At September 30, 2025, the City reported a liability of $307,290 for its proportionate share of TESRS NPL. The amount
recognized by the City as its proportionate share of the NPL, the related State support, and the total portion of the NP
that was associated with the City were as follows;

City's propartionate share of the collective NPL % 307,280
Slale's proportionate share that is associaled with the City™ 72,185
5379.475

*Calculated using the City’s proportionate share of contributions multiplied by the State’s share of the collective net
pensicn liability.

At September 30, 2025, the employer’s proportion of the collective NPL was 0.632 percent, which was a decrease of
0.076 percent from its proportion measured as of September 30, 2024.
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E. Texas Emergency Services Retirement System (Continued)

There were no changes of assumptions or other inputs that affected measurernent of the TPL during the measurement
period.

There were no changes of benefit terms that affected measurement of the TPL during the measurement period.

For the measurement year ended August 31, 2025, the City recognized pension expense of $223,990, On- behalf
revenues and expenses were immaterial and not recognized by the City.

At August 31, 2024, the City reported its proportionate share of the TESRS's deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outfllows Inflows
of Resources of Resources
Differences belween expected and actual economic experience
(nef of current year amartization) 5 - g 18,284
Changes in actuarial assumplions 92,516 187,147
Difference betwenn projected and actual investrment earnings (net
of current year amortization) 8,696 20,101
Contributions paid to TESRS subseqguent to the measurement date 2
Total 5 101,242 § 225,532

The contributions paid to TESRS subsequent to the measurement date of the NPL but before the end of the City's
reporting period will be recognized as a reduction of the NPL in the subsequent fiscal year.

The net amounts of the employer’s balances of deferred outflows and inflows of resources related to pensions will
be recognized in pension expense as follows:

Year ended Seplember 30,

2026 S (5,537)
2027 (91,372)
2028 (17,132)
2029 (10,278)
Total (124,319)
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CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

IV. OTHER INFORMATION (Continued)
F. Commitments

1. Grant Programs

The city participates in several federal and state-assisted grant programs. Under the terms of these grants, the City
is subject to program compliance audits by the grantors or their representatives. Accordingly, the City's compliance
with applicable grant requirements will be established at some future date. If future program compliance audits
result in questioned or disallowed costs, reimbursements would be made to the grantor agencies.

2. Litigation
The city is a defendant in various lawsuits. It is the opinion of the City's legal counsel and management that there is
no potential unasserted claim as of September 30, 2025.

3. Construction Commitments

The city has entered various significant construction commitments that are currently underway. As of September 30,
2025, they are as follows;

Original Paid in Paid in Current Balance
Description Commitment Previous Years Year Due
Governmental Activities
Administration
UTRGV Nursing School $§ 2.000,000 & 1,993,134 $ - $ 6,866
Total Adminstration 2,000,000 1,993,134 - 6,866
Public Safety
Fire Station 5,000,000 1,264,890 - 3,735,110
Tolal Public Safety 5,000,000 1,264.890 - 3,735,110
Parks
Maintenance Building 1,000,000 172,494 - 827,506
Total Parks 1,000,000 172,494 - 827,506
Sireets
Pharr Tri-City Pedestrian Walkway 2,461,000 1,823,792 - 637,208
Anaya Road 655,000 329,887 . 325,113
Railroad Crossing Replanking 500,000 497,703 - 2,297
Moore Road to Veterans 1,800,000 859,580 614,813 325,607
Total Streets 5,416,000 3,510,962 614,813 1,290,225
Total Commitrnents -
Governmental Activities $ 13,416,000 S 6,941,480 S 614,813 $ 5,859,707
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CITY OF PHARR, TEXAS

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2025

IV. OTHER INFORMATION (Continued)

F  Commitments (Continued)

3. Construction Commitments (Continued)

Original Paid in Paid in Current Balance
Description Commitment Previous Years Year Due
Business-Type
Utility
South Detention Pound §  38B2000 § 705650 % - § 3,176,350
Lift Station Elimination 8,241,168 1,689,716 2,765,572 3,785,880
South Region Interceptor 3,077,700 1,184,116 307,852 1,585,732
Raw Water Reservoir 4,454,600 580,951 - 3,873,649
Water Treatment Plant Upgrade 1,700,000 1,383,100 - 316,900
Waste Water Treat Headworks 787,000 466,286 18,101 302,613
Total Utility 22,142,468 6,009,819 3,091,525 13,041,124
Bridge
Bridge Expansion 45,000,000 16,036,478 5,233,574 23,729,948
FY 16 DAP 14,141,300 3,814,838 3,437,864 6,888,598
Commercial Vehicle Parking Area 14,056,900 1,917,559 4,926,343 7,212,998
Total Bridge 73,198,200 21,768,875 13,597,781 37,831,544
Total Commitments -
Business-Type 95,340,668 27,778,694 16,689,306 50,872,668
Total Commitments S 108,756,668 S 34,720,174 5 17,304,119 :._S— 56,732,375

G. Land available for sale

During FY 2011-2012, the City and PERC entered into an agreement Lo buy land for economic development purposes.
As of September 30, 2015, the city has a market value of 58,867,500 in land including demolitions and infrastructure.
On February 2012, the City Commission approved to contribute all land that has been purchased to the PEDC, the
transfer of all land titles was completed as of September 30, 2013, Per GASB standards, land available for sale should
be recorded at a lower of cost or net realizable value (NRV). The City obtained appraisals for the land in January 2017
which indicated that the land was worth $1,565,698 less than the previous recorded value, a loss of this amount was
reported on the financial statements as a special item during thatyear. The balance of land available for development
is recorded as Land Available for Sale in the PEDC fund.
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CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

V. OTHER INFORMATION (Continued)
G. Land available for sale (Continued)

The summary of land available for sale as of September 30, 2025, is shown on the following table:

Added/ Gain/(Loss) on
Description 9/30/2024 (Removed) Adjustment  Appraised Value 9/30/2025
lackson Development Project S 1,240,000 S . s : s - 5 1,240,000
Produce Parl 255,993 255,993
Old Texan Hutel 1,107,686 1,107,686
Water Reservoir Commercial Portion 750,000 - - = 750,000
Total Land Available For Sale § 3,353,679 5 - 5 . 3 - 5 3,353,679

H. Related Party
None.
1. Tax Abatements

The City of Pharr negotiates loans, grants, property tax abatement agreements, property tax rebates, and sales tax
rebates on an individual basis. These agreements are designed to promote local economic development and
redevelopment within the City, estimate commercial activity, promote job creation, generate additional sales tax,
and enhance the property tax base and economic vitality of the City. This program is autharized under Chapter
380.001 of the Texas Local Government Code.

The City has entered into various agreements that rebate a percentage of property, sales tax, and employment
related reimbursement as well as economic development grants. The reimbursement amounts range per type of

agreement once certain milestones are attained.

Abatements as of September 30, 2025, are as tollows:

AMOUNT

PROGRAM COMMITMENT TO PENDING OBLIGATOR PURPOSE LENGTH OF TIME
City of Pharr Varies TIRZ #1 Infrastructure Development 26 Years
City of Pharr Varies TIRZ #2 Infrastructure Development 10Years
Campero Legacy Propertics Varies® City APEDC  Commercial Development GY¥ears
Pharr Town Center Varies** Cityof Pharr  Commoercial Development 10 Years
CarMax § 11,755  PEDC Commercial Developrnent 2Years
Top Golt Varips*** PEDC Commercial Development 12 Yeours
HP Developers LLG § 372,500 PEDG Cammarcial Development Years
Center Medical Ridge LLC 3 60,000 PEDC Commearcial Development 5Years
Majestic/KVS Partners L1 G % 1,712,919 PEDC Infrastructure Development 4Years
Southern Roots % 40,000.00 PEDC Commercial Development SYears
American Legion Post 101 % 7500000  PEDC Infrastructure Development dyears
Texas NH Management § 254,257  PEDC Commercial Develapment 7Years

Total $ 2526431
. Gity and PEDC will reimhurse a portion of the property taxes each year
"k Citywlll reimburse 25% of sales tax received for 10 years
el PEDCwill reimburse 50% of total sales tax callected
ot PEDC will reimburse 50% of proparty taxes collected
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CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

I\V. OTHER INFORMATION (Continued)
L. Restatement of Beginning Balances

Beginning net position and fund balances have been restated to correct prior period amounts related to the clearance
of certain liabilities, receivables, and deferred revenue balances. The net effect of these adjustments was an increase
of $145,753 to government-wide net position and a decrease of 51,165,646 to governmental fund balances.
Business-type activities increased by $948,151. These restatements had no impact on current year results.

9/30/2024
As Previously Error 9/30/2024
Reported Correction ___As Restated
Net Position: Government-Wide Statements
Governmental Activitics 5 161,588,577 5 {R02.398) 5 161,086,179
Business-Type Activities 154,064,914 948,151 155,013,065
Tutal Prinary Government 315953491 145,753 316,009,244
Fund Balances: Governmental Funds
Major Funds
Cieneral Fund $ 11,131,271 (1.909,593) 9221 678
Economic Development Fund 14,668,849 1157467 15,826,316
1Debt Service Fund 12,278,112 (349.974) 11,928,138
Nonmajor Funds 0,731,149 {63,546) 9,667,603
Total CGovernmental Funds ] 47800381 F {1,165646) b 46,643,733
Fund Balances: Proprietary Fund
Business-Type Activitics z 154,064,914 948,151 155,013,085
Total Governmental Funds g 154,064,914 5 948 151 5 155,013,065

M. DISCRETELY PRESENTED COMPONENT UNIT —JACKSON PLACE APARTMENTS

The City of Pharr, Texas (the “City”) reports the Public Facility Corporation — Jackson Place Apartments (the
“Corporation”) as a discretely presented component unit. During the fiscal year ended September 30, 2025, the
Corporation sold its apartment complex on December 20, 2024, for approximately $32.46 million.

Sale proceeds were used primarily to repay approximately 529.36 million of outstanding debt and to pay commissions
and other closing costs. As a result, no net cash proceads were retained. The transaction resulted in a loss on disposal
of approximately $1.07 million,

Following the sale, all capital assets and related debt were eliminated, and the Corparation had no remaining assets

or liabilities as of year-end. Although the Corporation remains legally in existence, it no longer conducts operations,
and its future activity is dependent on decisions of its governing board.
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CITY OF PHARR, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

K. Subsequent Events

To report subsequant events, management has considered events occurring through March 20, 2026, the date
the report was available to be issued.
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SCHEDULE OF REVENUES, EXPENDITURES AND CITANGES TN FUNID BALANCI -

REVENUIS:
Tuxes:
Property Taxes
General Sales and Lise Taxes
Franchise Tax
(ther Taxes
Licenses and Permits
Intergovermmental Revenue and Grants
Charges for Services
Charpes [or Serviees - Brush
Charges for Services - Other
Fines
Investnent Carnings
Other Revenue
Total Revenues
EXPENDITURES:
Current:
City Manager/City Clerk
Finance
Purchasing
IT
Maedia
Ciranls
Office of Stratepic Exeellence ((OSE}
Human Resources
Development Services
Engincering
Cade Enforcement
Nou-Departmental
Special Hvents
Polige
Municipal Counl
Fire Protection
Public Saltey Conununications
Public Works
Health and Welfare
Library
Parks
Debt Service:
Principal on Debt
Interest on Lebt

l.oss on Sale of Component Unit

Total Expenditures

Fxcess (Deficiency) ol Revenues Qver (Under)

LExpenditures

OTHER FINANCING SOURCES (USES):

Lssuance of Bonds
Transters n
Transfers Out

Total Other Financing Sources (Lses)

Net Change in Fund Balances
Fund Balance - October | (Beginning)

Adjustments and Restatements

Fund Balance - September 30 (Ending) E;

CITY OF PHARR, TEXAS

BUDGET AND ACTUAL - GENERAL FUND

FOR THLE YEAR ENDED SIi[:"l'HMBER 30, 2025

DBudgeted Amounis

Ac-1|zui_
Amounts
(GAAP BASIS)

EXHIBIT G-1

Varianee With

Final Budget
Pusitive or

Original Final (Mcgative)
% 29455700 % 29455700 % 284903571 % {965,129)
22,676,300 22,676,300 23,005,885 419,585
2,770,100 2,770,100 2,690,893 {79,207)
211,900 211,900 18R 466 (23.434)
1,444,500 1,844 500 868,723 {975.777)
96,900 96,900 72.000 (24,900)
2,001,300 2,901,300 3.271.143 369 843
1,130,200 1,130,200 1,254,533 124333
1.048,100 1,048,100 1.111.803 63,793
689,500 389,500 608407 218,997
27.500 27,500 119348 91,848
488.800 488,500 1359253 870,453
63340800 63,040,800 63,131,203 90,405
2,620,100 2620100 2,635,384 (15.289)
1,173,900 1,185,400 1.319.693 (133,793)
440200 44,200 149,107 (304.907)
3,052,700 1,052,700 3,161,493 (108,793)
991,500 991500 972,613 18,867
558700 558,700 5TA1R 1,282
465,900 474,400 523.514 49.114)
934,500 934,600 1.060,252 (125.632)
923,700 923,700 871,764 51,938
1.134 200 1,134,200 1,105,132 29,064
1,560,800 1,550,700 1,515,338 15.362
6,275,300 11,021,950 12,79%,798 (1,776,848)
1,693,600 1 890,150 2,166,481 (276,311
16,665,700 16,665,700 15,976,096 689,604
675,800 673800 617.087 58,713
12,712,600 13,712.600 12,234,230 1ATRATO
3,258,000 3,044 950 3,164,377 (119.427)
4,492 000 4,492,000 4,649280 (157,280)
82,300 §82.300 714,444 167,856
1,656,800 1.636.800 1,577,708 79,0492
7,322,700 7,322,700 7238302 64,398
933,200 43,200 2460887 (1,526.687)
117.200 117,200 379.965 (262.763)
_ . 1,833,137 (1.833.137)
T1AA5400 75,806,050 79,931,525 (4,015.475)
(8.204.600) (12,855,250} (16.800.320) {3.945 070}
3.261.500 1,261,500 " (3,261,500
17,101 600 17.101 600 16,292,725 (B08.875)
(12.138,500) (7.411.850) (5.253.040) 2,158.810
8204600 12951250 11,039683 {1.911.565)
& 96,000 (5,760,635) (5.836.633)
11.131.271 11,131.271 11,131,271 5
. i (1909 593) {1,909,593)

TR § 3461043

11,227,271

b

(7.766,228)




CITY OF PHARR, TEXAS

SCHEDULE OF CIIANGES IN NET PENSION LIABILITY AND RELATED RATIOS
TEXAS MUNICIPAL RETIREMENT SYSTEM

FOR THE YEAR ENDED SEPIEMBER 30, 2025

A. Total Pension Liability

B.

L.

Service Cosl

Inlerest (on the T'otal Pension Liability)

Changes of Benelit Terms

Differcnce between Expected and Actual Experience
Changes of Assumptions

Renctit Payments. In¢luding Refunds of Employee Contributions
MNet Change in Total Pension Liability
‘I'ntal Pension Liability - Beginning
Total *ension Liability - Ending
Total Fiduciary Net Position
Contributions - Employer
Contributions - Employee
Net Investmeni Income
Benefit Payments, Inchading Refinds of Employce Contributions
Administrative Expense
Other
Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position - Beginning

Plan Fiduciary Net Position - Ending

. Net Pension Liability

Plan Fiduciary Net Position as a Percentage of Total Pension
Liability

Covered Payroli

Met Pension Liability as a Percentage of Covered Payroll

Fy 2025
ilan Year 2024

FY 2024
Plan Year 2023

Ty 2023
Plan Year 2022

b 6,733,064
9.281.757

(1.011.250)

(5.913.224)

$ 9.090.347

137.097.595

b 146.187.942

$ 5,190,667
3.045.534
11,758,679
(5.913,224)
(75.343)

(1,762)

§  14.304,516
113,063,143

5 127.367.639

87.13%

$ 43,495,248

43.27%

$ 18.820.253

b3 137.097,595

3 6,230,076 % 6.149.282
8,724,041 8,028,121
1.808.026 -
(815.013) 37,652

7.667 .
(6.358,371) (5.148.741)

5 9596426 % 9,066,314
127.501.169 118,134,855

b 127.501.169

$ 4995619 $ 5312216
2,890,028 2.974.839
11,588,162 (7,630.390)
(6,358.371) (5.148.741)

(73.646) (66,010

(515) 78,770

$ 13.041277 §  (4.479.316)
100,021,866 104,501,182

$ 113,063,143 §  100.021.866
$ 27,479,303

i 24,034,452

82.47%

b 41.286.120

58.21%

78.45%

b 42 496,767

64.66%

Nale: GASB Cadilication, Vol. 2, 120.146 requires that the data in this sehedule be presented for the time period covered by the

measurement date rather than the povernmental entity's current fiscal year,
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Plan Year 2021

FY 2022

FY 2021

Plan Year 2020

EXHIBIT G-2

FY 2020
Plan Year 2019

FY 2019
Plan Year 2018

FY 2018
Plan Year 2017

FY 2017
Plan Year 2016

FY 2016
_lila!l Year 2015

$ 5,600,048 % 3,749,532 § 3,734,670 % 3,533.893 § 3,320,128 § 3,146,078 & 2,746,650
7,442,313 6,181,172 5,838,306 5,493,822 5,161,419 4,850,163 4,587,828
12,390,200 ; x : ) )
357,274 (80,063) (204,752) (231.976) 677.911 (278.776) 435 455

" . (213.606) : : = 2,330,292

(4.882.879) (4,217,477 (3,858.744) (3.726.672) (3.736.864) (3,598.628) (3.484.627)

§ 20947356 § @ 5,636,164 $ 5205874 § 5.069.067 $ 5422594 % 4,148.837 § 6.615,59%
97,487,499 91,851,335 86,555,461 $1.486,304 76,673,830 72,524,993 65,909,395

§ 118434855 § 97,487,499 $ 91,851,335 § 86,335.371 § 82,096,424 § 76,673.830 §$ 72,524,993
5 2,907,748 % 2,437.328 § 2,442,368 % 2,312,486 § 2,174,506 § 1.683.200 § 1,649,708
2.725.135 2,170,945 2,167.600 2,021 401 1,903,877 1,800,699 1,702,972
11,974,498 6,451,440 11,294,135 (2.238.218) 9,059,762 1,148,172 90,733
(4.882.879) (4.217.477) (3,858.744) (3,726.672) (3.736.864) (3.598.628) (3.484.,627)
(55.392) (41,761) (63,813) (43.261) (16.957) (46.857) (55.265)

379 (1.629) (1.917) (2,260) (2.380) (2.525) (2.730)

5 12,660,489 § 6.801.846 § IL.979.629 §  (1.676.524) § 9,351,944 § 3.984,061 § (99,209)
91.831.699 85.029.853 73.050.224 74,726,749 65.374.805 61,390,744 61,489,953

§ 104501188 % 91.831.699 % 85.020.853 § 73,050,225 § 74,726,749 § 65374.805 % 61,390,744
$ 13.933.667 § 5,655.800 § 6.821,482 § 13.505.146 § 7.369.675 § 11.299.025 § 11,134,249
88.24% 94.20% 92.57% 84.40% 91.02% 85.26% 84.65%

$ 38,872,833 § 31.013.497 § 30,363,171 § 28,818.841 & 27417409 $ 25724265 § 24,328,166
35.84% 18.24% 22.47% 46.81% 26.88% 43.92% 45.77%
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CITY OF PHARR, TEXAS

SCHEDULE OF CONTRIBUTIONS
TEXAS MUNICIPAL RETIREMENT SYSTEM
FOR THE FISCAL YEAR 2025

Actuarially Determined Contribution

Contributions in Relation (o the Actuarially Determined Contributions
Contribution Deficiency (Excess)

Covered Payroll

Contributions as a Percentage of Covered Payroli

2025 2024 2023
b 5949209 § 5017057 § 5029316
(5.949.209) (5.0117,057) (5.029.316)
= 2 e
$ 46,666,005 $ 42,453,200 % 41,179.621
12.75% 11.82% 12.21%

Note: GASB Codification, Val. 2, 1'20.146 requires that the data in this schedule be presented as of the governmental entity’s respective

{iscal years as opposed to the time periods covered by the measurement dates ending December 31 or the respective [scal years.
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EXHIBIT G-3

2022 2021 2020 2019 2018 2017 2016
2,674,066 § 2.777.930 § 2.489.627 § 2,154,807 § 2,134,021 § 2,175,593 % 2,092,448
(2.674.066) (2,777.930) (2.189.627) (2.154.807) (2,134.021) (2.175.593) (2.092.448)
Y .S - . § I N D
38,377,631 § 35342627 § 31.617.123 % 30,363.171 § 28,848.841 § 27147409 § 25,724,263

7.10% 7.40% 8.01% 8.13%

6.97%

7.86%

7.87T%
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CITY OF PHARR, TEXAS
NOTES TO SCHEDULE OF PENSION CONTRIBUTIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Valuation Date: Actuarially determined contribution rates are calculated as of December
31, and become effective in January 13 months later.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period N/A

Asset Valuation Method 10 Year smoothed market; 12% soft corridor

Inflation 2.5%

Salary Increases 3.6% to 11.85% including inflation

Invesiment Rate of Return 6.75%

Retirement Age Experience-based table of rates that vary by age. Last updated for the
2023 valuation pursuant to an experience study of the period ending
2022,

Mortality Post-retirement: 2019 Municipal Retirees of Texas Mortality Tables. Male

rates are multiplied by 103% and female rates are multiplied by 105%.
The rates are projected on a fully generational basis by the most recent
Scale MP-2021 (with immediate convergence). Pre-retirement; PUR(10
mortality tables, with 110% of the Public Safety table used for males and
the 100% of the General Employee table used for females. The rates are
projected on a fully genrational basis by the most recent Scale MP-2021
{with immediate convergence).

Other Information: There were no benefit changes during the year.
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CITY OF PHARR, TEXAS
SCHEDULE OF CHANGES IN THE TOTAL OPERB LIABILITY AND RELATED RATIOS
TEXAS MUNICIPAL RETIREMENT SYSTEM
FOR TIE YEAR ENDED SEPTEMBER 30, 2025

FY 2025 FY 2024 FY 2023
Plan Year 2024 Plan Year 2023 Plan Year 2022

Total OPEB Liability

Service Cost b 73.942 § 57.801 § 123.241
Interest on the Total QPEB Liability 53,633 52,014 34 838
Changes of Benefit Terms " 4
Difference between Expected and Actual Experience (15.904) {14.055) 6,274
Changes ol Assinnptions (79.424) 70,572 (690,38
Benefit Payments?® (39.146) (33,029) (42.497)
Net Change in Total OPEB Liability T (v9) 133303 (581.086)
Tatal OPILB Liabilily - Beginning 1,405,225 1.271.922 1,833.008
Total OPER Liability - Ending ¥ 1,398,326 *_ | Ha 3 1.271.922
Covered Payroll $ 43,495,248 § 41,286,120 § 42,496,767
T'otal OPEB Liability as a Percentage of Covered Payroll 1.21% 3.40% 2.99%;

#The Supplemental eath Benefit Fund is considered to be an unlunded OPEB plan under GASI 75, Because of this benefit
payments are treated us being equal (o the employer's yearly coniributions for retirees.

Note: GASI Codilication, Vol. 2, 252,139 states that the information on this schedule should be determined as of the
meusurement date of the plan.

As required by GASB 75, (his schedule will be huilt prospeetively as the information hecomes availuble until 10 years of
information is presented.
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EXHIBIT G-4

FY 2022 Y 2021 FY 2020 Fy 2019 FY 2018
Plan Year 2021 Plan Year 2020 Plan Year 2019 Plan Year 2018 Plan Year 2017

128,280 § 80,635 § 60,726 $ 63467 § 51,580
34,527 39,042 41,724 38,083 36.673
(13.348) (43,780) (45.154) (32,757) z
60,787 231.003 237,034 (84.452) 94,497
(38.873) (9.304) (9.109) (8.655) (8.144)
171,373 297.596 285.221 (24.314) 174,608
1,681,635 1,384,039 1.098.818 1,123.132 773.916
1,853,008 § 1,681,635 1,384,039 § L098.818 § 948,524

38,872,833 § 31.015.497 % 30,363,171 § 28.848.841 & 27,147.409

A T7% 542% 4.36% 3.81% 4.14%
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CITY OF PHARR, TEXAS
NOTES TO SCHEDULE OF OPEB CONTRIBUTIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Valuation Date: Actuarially determined contribution rates are calculated as of December

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method N/A

Amortization Method N/A

Remaining Amortization Period N/A

Asset Valuation Method N/A

Inflation 2.50%

Salary Increases 3.60% to 11.85% including infiation

Investment Rate of Return 4.08%

Retirement Age N/A

Mortality Mortality rates - service retirees: 2019 Municipal Retirees of Texas

Mortality Tables. Male rates are multiplied by 103% and female rates are
multiplied by 105%. The rates are projected on a fully generational basis
by the most recent Scale MP-2021 (with immediate convergence).
Mortality rates - disabled retirees: 2019 Municipa! Retirees of Texas
Mortality Tables with a 4 year set-forward for males and a 3 year set-
forward for females. In addition, a 3.5% and 3% minimum mortality rate
will be applied to reflect the impairment for younger members who
become disabled for males and females, respectively. The rates are
projected on a fully generational basis by the most recent Scale MP-2021
(with immediate convergence) to account for future mortality
improvements subject to the floor.

Other Information: There were no benefit changes during the year.
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COMBINING AND INDIVIDUAL FUND
STATEMENTS AND SCHEDULES



CITY OF PHARR, TEXAS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

SEPTEMBER 30, 2025

ASSETS
Cash and Cash Equivalents
Acocounts Receivable, Net
Due from Other Funds
Restricted Cash with Fiscal Agent
Restricted Asset - Cash with Fiscal Agent
Restricted Assel - Intergovernmenial Receivable
Total Assels

LIABILITIES

Accounts Payable
Due to Other Funds
Uncarned Revenues
Escrow Accounts
‘Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Revenue - Accounts
Total Deferred Inflows of Resources

FUND BALANCES
Restricted Fund Balance:
Public Safety
Tourism
Park land
Paving and Drainage
LEconomic Development
Unassigned Fund Balance

Total Fund Balances

Totil Liabilitics, Deferred Inflows & Fund Balances

Hotel/Maiel

Assect
Sharing

Parkland
Nedication

$ 673,067 § 1,110,551 § 64,874
288,609 ) )
’ 21,025 )

$ 061,776 § 1,131,576 § 64,874
$ - 0§ 228704 $ :
F 54,822 ;
- 283,526 Z
: 848,050 :
961,776 - ?

- - 64,874

961,776 848,050 64,874

$ 961,776 § 1,131,576 §  64.874
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EXINBIT H-1 (Cont'd)
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Paving General Pharr
and Community ARFA Capital TIRZ TIRZ Housing
Drainage Development Grants Fund Improvements Na, 1 No. 2 Finance Clorp
1,160,210 § 598,184 §  (88.950) 5 = $ 250 % 5,021,403 8§ 3461991 §  (10.376)
34.967 211.757 % - 100,925 1,951,699 1,278,114 .
35,446 = - 1,968,975 - - - -
- - - 283,031 - - - %
- - - - 471,860 - - -
- - 1,129,919 ; . : 5 i
1280623 § 809041 $ 1040969 § 2252006 $ 573,035 § 6973102 § 4,740,105 §  (10,376)
- b 143,038 § 17440 § 1,666,816 § 152,928 § A § = B =
- 194,431 822,760 - - - - 877,467
« 3,135 210,365 - s - - =
- - : 585,190 1,085,286 - - -
+ 340,604 1,050,565 2,252,006 1,238,214 5 - 877.467
21,801 - - - - [,951,699 1,278,114 -
21,801 = - - - 1,951,699 l_.?_'ﬂﬁ,_ﬁ
1,258,822 - - - - % - -
- 469,337 - B = 5,021,403 3,461,991 -
- ™ (9,596) 2 (665,179) - 5 (887,843)
T 1258822 469,337 (9,596) ‘ (665179) 5021403 3,461,991  (887.843)
1,280,623 § 809941 % 1,040,969 § 2252006 $ 573,035 § 6,973,102 % 4.740,105 % (10.376)



CITY OF PHARR, TEXAS

COMBINING BALANCE SHEET

NONMATOR GOVERNMENTAL FUNDS
SEPTEMBER 30, 2025

Total
Nonmajor
Special
Revenue Punds

Total
Nonmajor
CGovernmental
Funds

ASSLTS
Cash and Cash Equivalents
Accounis Receivable, Net
Due from Other Funds
Restricted Cash with Fiscal Agent
Restricted Asset - Cash with Fiscal Agent
Restricted Asset - Intergovernmental Receivable

Total Assets

LIABILITIES
Accounts Payable
Nue to Other Funds
Unearned Revenues
Escrow Accounts
Total Liabilitics

DEFERRED INIFLOWS OF RESOURCES
Deferred Revenue - Accounts

Total Delerred Inflows of Resources

FUND BALANCES
Restricted Fund Balance:
Public Saletly
Tourism
Parkland
Paving and Drainage
FEconomic Development
Unassigned Fund Balance

Total Fund Balances

Total Liabilities, Deferred Inflows & Fund Balances

94

311,991,304
3,866,071
2,075,446

283,031
471,860
1,129,919
$19,817,631

$ 2,208,926

$11,991,304
3,866,071
2,075,446
283,031
471,860
1,129,919
$19.817,631

$ 2,208,926

1,949,480 1,949,480
213,500 213,500
1,670,476 1,670,476
6,042,382 6,042,382
3,251,614 3,251,614
3251614 3251614
848,050 848,050
961,776 961,776
64,874 64,874
1,258,822 1,258,822
8,952,731 8,952,731
(1,562,618)  (1,562,618)
10,523,635 10,523,633

19,817,631

$ 19,817,631

EXITBIT II-1



CITY OF PHARR, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2025

Asset Parkland
Hoiel/Motel Sharing Dedicalion
REVENUES:
Taxes:
Property ‘T'axes 3 - 5 - 8 -
Other Taxes 689,740 - -
Intergovernmental Revenue and Grants - 405,346 -
Charges lor Services - Other - - 45,086
Investiment Larnings - 26,657 614
Other Revenue . 4,366 20.807 =
Total Revenues (694,106 452,810 _45,703
EXPENDITURES:
Current:
City Manager/City Clerk - - -
Public Safety - 778,691 -
Public Works . - -
Culture and Recreation - - -
Debt Service:
Principal on Dehl . % -
Interest on Debt ) . - s _
Total Expenditures _ . 773’_6_’.'?.1 S e
Excess (Deficiency) of Revenues Over (Under) 694,106 (325,881) 45,703
Expendilures e
OTHER FINANCING SOURCES (USES):
Sale of Real and Personal Property - - -
Transfers In g - _
Translers Oul _ (916,500) - (126,775)
Total Other Financing Sources (Uses) (916.500) = (126,775)
Net Change in Fund Balance (222,394) (325.881) (81,072)
Fund Balance - October | (Beginning) 1,184,170 1,173,931 145,946
Adjustments and Restatemenis - - -
lI'und Balance - September 30 (Ending) $ 961,776 §  B48.050 % 64,874



EXHIBTT H-2 {Tont'd)

Paving General Phatr
and Community ARPA Capital TIRZ TIRZ Housing
Ldrainage Development Grants Fund Improvements No. | No. 2 Finance Corp
b - % - 3 - % - § - % 831,900 § 505,800 % =
- 2,747,337 2,872,958 3,710,298 612,927 - - -
1,287,601 - - - - - - -
7,388 3.322 - “ - 86,547 61,695 2
— e E ¢ Z . ’ 2 201
1,294,989 2,755,659 2872958 3,710,298 612,927 018,447 567495 203
. 668,485 - 4,343,958 1,036,723 32,000 32,000 -
- 28.226 2,872,958 - 291,199 - - -
26,736 . - - 1,796,052 - - -
- o - - 83,378 = z -
- 2,065,000 - - 299,843 - = -
— - 95,078 L = 1,841 T R -
20,736 2,856,789 2,872,958 4,343,958 3,509,036 32,000 32,000 -
1,268,253 (101,130) - (633,660)  (2,896,109) 886,447 335495 203
- = - & 08,140 B - -
- - - 1,968,975 2,822,138 - - -
(991,925 : - _(L111458) : - : :
(991,925) - - 857,517 2,920,278 = £ =
276,328 (101,130) - 223,857 24,169 886,447 535,495 203
1,064,842 493215 (9,596) (223,857) (630,898) 4,134,956 2,926,496 (888,046)
(82,348) 77252 . - (58,430) : s -
$ 1258822 § 469,337 § (9.596) % - % (665,179 § 5021403 § 3461,991 § (887.843)

96




EXIIBIT H-2
CITY OF PHARR, TEXAS
COMBINING STATEMENT OF REVENULS, EXPENDITURES AND CITANGES 1IN
FUND BALANCES - NONMAIJOQR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMRBER 30, 2025

Total ‘l'otal
Nonmajor Nonmajor
Special Governmental
Revenue Funds Funds
REVENUES:
Taxes:
Property Taxes $ 1,337,700 § 1,337,700
Other Taxes 689,740 689,740
Intergovernmental Revenue and Grants 10,348,866 10,348 866
Charges for Services - Other 1,332,687 1,332,687
Investment Earnings 191,225 191,225
Other Revenue ) 25,377 25,377
Total Revenues 13,925,595 13,925,595
EXPENDITURES:
Current:
City Manager/City Clerk 6,113,166 6,113,166
Public Safety 3,971,074 3,971,074
Public Warks 1,822,788 [,822,788
Culture and Recreation 83,378 83,378
Debt Service:
Principal on Debl 2,364,843 2,364,843
Interest on Debt 96,919 96,919
Total Expenditures 14,452 168 14.452,_1 (5_8
Lixcess (Deficiency) of Revenues Over (Under) (526,573) (326,573)
Fxpenditures
OTHER FINANCING SOURCES (LJSES):
Sale of Real and Personal Property 08,140 98,140
Transfers In 4791113 4,791,113
Transfers Qut (3,146,658) (3,146.658)
Total Other Financing Sources (Uses) 1,742,595 1,742,595
Net Change in Fund Balance 1,216,022 1,216,022
Fund Balance - October 1 (Beginning) 9,371,159 9,371,159
Adjustments and Restatements ~(63,546) (63,546)

FFund Balance - September 30 (Ending)

b 10,523,635

$ 10,523,635
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EXHIBIT H-3
CITY OF PHARR, TEXAS
COMBINING STATEMENT OF NET POSITION
INTERNAL SERVICE FUNDS
SEPTEMBER 30, 2025

City 1ealth Total
Garage Insurance Internal
Fund Fund Service Funds
ASSETS
Current Assets:
Cash and Cash Equivalents b 173310 §  (1.313.516) 5 (1.340.206)
Inventories 27.380 - 27,380
Total Current Asscls 200,690 (1.513.516) (1.312,828)
Noncurrent Assets:
Capital Assets:
Ruildings, Net 263,542 - 263,542
Totul Noncurrent Assetls 263.542 - 263.542
Total Asscls 464,232 (1,513.516) (1.049,284)
LIABILITIES
Current Liabilitics:
Accounts Payable 42,114 - 42114
Due to Other Funds 8,123 - B.123
Escrow Accounts - 505,569 505.569
1Debt Due Within One Year 13417 e 13.417
Total Current Liabilities 63.631 503,509 509.223
Noncurrent Liabilities:
Debt Due In More Than One Year 40,250 = 40,250
Total Noncurrent Liahilities 40,250 - 40,2350
Tuotal Liahilities 103.904 505,569 609,473
NET POSITION
Net Investment in Capital Assels and Lense Assels 263,542 - 263,542
Unrestrieted 96786  _(2.019,085) {1.922.299)
Total Net Position § 360328 § (2019085 F  (1.658,757)
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OPERATING REVENUES:
Clarage Repairs

Claims

CITY OF PHARR, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
INTERNAL SERVICE FUNDS

FOR THE YEAR ENDLD SEPTEMBER 30, 2025

Total Operaling Revenues
OPERATING EXPENSES:

PPcrsonnel Services

Contractual Services

Depreciation
ebt Service

Taotal Operating Expenses

Income (Loss) Before Transfers

Nonoperating Transflers In

Change in Net Position

Total Net Position -

Total Net Position -

October | (BBeginning)

September 30 (Ending)

94

Cily Health Total
Garage Insurance Internal
Fund Il Service Funds
g04.166 § - f 864.166
- 7,245,770 7.245.770
864,166 7,243,770 8.109.936
243.957 - 243,957
(44,824 - 644,824
14.467 - 14,467
- B.651.034 8.651.0341
903,248  8.651.034 9,554,282
(39.082) (1,405,264) (1.444.344)
- 143 143
(39.082) (1.405.121) (1,444,203)
399410 (613,964) (2 I4,‘.?:‘34}
360328 % (2,019.085)

$  (1,638,757)

EXHIBIT H-4



CITY OF PHARR, TEXAS
COMBINING STATEMENT OF CASII FLOWS
INTERNAL SERVICE FUNDS

City
(rarage

Fundl

Cash Flows [rom Operating Activitics:
Cash Received {rom Uscr Charges
Cash Paymenis for Other Operating Expenses

Net Cash Provided by (Used for) Operating Aclivities

Cash Flows {rom Non-Capital Financing Activitics:
Operating Transfer In

Net Incrense (Decrease) in Cash and Cash Eguivalents
('ash and Cash Eguivalents at Beginning of the Period

Caash and Cash Equivalents at End of the Period

Reconciligtion of Operating, Income (L.oss) to Nel Cash

Provided by (Used for) Operating Aclivilies:

Operating Income (Loss)

Adjustiments lo Reconcile Operating Income
Lo Net Cush Provided by (Used For) Operating Activitigs:
Depreciation
Elleet of Tnercases and Deereuses in Current
Assels and [Liabilities:
Decrease (Increase) in Inventorics
Inerease (Decrease) in Accounts Payable
Inerease (Decrease) in Payroll Liabilities
Net Cash Provided by (Lised for)
Operating Activitics

b3 804,166
(846.399)

17.767

17.767
153,543

$ 173,310

FOR THE YEAR ENDED SEFITEMBER 30, 2025

Iealth
Insurance
Fund

$ 7,245,770

Taotal
Internal

Service Funds

$  8.109.936

(8.226,958) (9.073,357)
(981.188) (963.421)
143 143
(981.045) (963,278)
(332.471) (376.928)

% (1.513.516)

$ (1.340.206)

§  (39,082)

14.467

{13.482)
43.207
12,657

3 17.767

100

& (1.405.264)

424,076

$  (981,188)

§ (1.444.340)

14.467

(13.182)
467.283
12,657

$  (963.421)

EXHIBIT II-5
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Raul Hernandez & Company, P.C.
Certified Public Accountants
5402 Holly Rd., Suite 102
Corpus Christi, Texas 78411

Oftice (361)980-0482 Fax (361)980-1002

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Commission
City of Pharr, Texas

We have audited, in accordance with the 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, the financial statements of the governmental activities, the business-lype activities, the aggregale
discretely presented component units, each major fund, and the aggregate remaining fund information of the City of
Pharr, Texas, as of and for the year ended September 30, 2025, and the related notes Lo the financial statements, which
collectively comprise the City of Pharr, Texas’s basic financial statements, and have issued our report thereon dated
March 20, 2026.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Pharr, Texas’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the City of Pharr, Texas’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the City of Pharr, Texas’s internal control.

A deficiency in internal control exists when the design or operation of a control docs not allow managemenlt or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct, misstatemnents
on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough (o merit attention by those charged
with govemnance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies.
However, we identified a deficiency in internal control that we consider to be a material weakness, described in the
accompanying Schedule of Findings and Questioned Costs as Finding 2025-01.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Pharr, Texas's financial statements are frec from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and materjal effect on the determination of financial
statement amounts, However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not cxpress such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

City of Pharr’s Response to Findings

Government Auditing Standards require the auditor to perform limited procedures on the City of Phart’s response to the
findings identified in our audit and described in the accompanying schedule of findings and questioned costs. The
City's response was hot subjected to the other auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on the response.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Ac.)cmf f%«f‘rmlr (74 &' 6’@0@@ /D éj

Corpus Christi, Texas
March 20, 2026
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Raul Hernandez & Company, P.C.
Certified Public Accountants
5402 Holly Rd., Suite 102
Corpus Christi, Texas 78411

Office (361)980-0482 Fax (361)980-1002

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL AND STATE PROGRAM AND REPORT
ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH THE UNIFORM
GUIDANCE AND THE STATE OF TEXAS GRANT MANAGEMENT STANDARDS

To the Honorable Mayor and
Members of the City Comumission
City of Pharr, Texas

Report on Compliance for Each Major Federal and State Program
Opinion on Each Major Federal and State Program

We have audited City of Pharr, Texas's compliance with the types of compliance requircments identified as subject to
audit in the OMB Compliance Supplement and in the State of Texas Grant Management Standards that could have a
dircct and material effect on each of City of Pharr, Texas' major federal and state programs for the year ended September
30, 2025. City of Pharr, Texas® major federal and state programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

In our opinion, City of Pharr, Texas complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal and state programs for the year
ended Seplermber 30, 2025,

Basis for Opinion on Each Major Federal and State Program

We conducted our audit in accordance with auditing standards generally accepted in the United States of America, the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) and
the State of Texas Grant Management Standards (“TxGMS™). Our responsibilitics under those standards and the
Uniform Guidance and the TXGMS are further described in the Auditor’s Responsibilities for the Audit of Compliance
section of our report.

We are required to be independent of City of Pharr, Texas and to meet our other ethical responsibilities, in accordance
with relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion on compliance with each major federal and state program, Our audit
does not provide a legal determination of City of Pharr, Texas’s compliance with the compliance requirements referred
to above.
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design, implementation,
and maintenance of effective control over compliance with the requirements of laws, statutes, regulations, rules, and
provisions of contracts or grant agreements applicable to City of Pharr, Texas’s federal and state programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on City of Pharr, Texas’s
compliance based on our audit. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with gencrally accepted auditing standards,
Government Auditing Standards, and the Uniform Guidance and the TxGMS will always detect material noncompliance
when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Noncompliance with the compliance requirements referred to above is considered malerial if there 1s a
substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a reasonable user
of the report on compliance about City of Pharr, Texas's compliance with the requirements of each major federal and
state program as a whole.

In performing an audit in accordance with gencrally accepted auditing standards, Government Auditing Standards, and
the Uniform Guidance and the TxGMS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

s [dentify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding City of Pharr, Texas’s compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.

e  (Obtain an understanding of City of Pharr, Texas’s internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
cxpressing an opinion on the effectiveness of City of Pharr, Texas’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and any significant deficiencies and material weaknesses in internal control over compliance
that we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does
not allow management or employees, in the normal course of performing their assigned functions, to prevent or detect
and correct, noncompliance with a type of compliance requirement of a federal or state program on a timely basis. A
material weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance, such that there is a rcasonable possibility that material noncompliance with a type of
compliance requirement of a federal or state program will not be prevenled, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal or state program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.

104



Our consideration of intemal control over compliance was for the limited purpose described in the Auditor’s
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies in intemal conlrol over
compliance. Given these limitations, during our audit we did not identify any deficiencies in interal control over
compliance that we consider to be material weaknesses, as defined above. However, material weaknesses or significant
deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of intemal control over
compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal

control over compliance and the results of that testing based on the requirements of the Uniform Guidance and the
TxGMS. Accordingly, this report is not suitable for any other purpose.

/?m/oé{-quma@ o ﬁﬂpﬁ% Z?

Corpus Christi, Texas
March 20, 2026
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CITY OF PHARR, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAIL EAR ENDED SEPTEMBER 30, 2025

Summary of Auditot's Results

1. Financial Statements
Type of auditor's report issued: Unmodified

Internal control over financial reporting:
Material weakness(es) identitied? Yes

Significant deficiency(ies) identified that
were not considered material weakness? No

Material noncompliance to financial
statements noted? No

2. Federal/State Awards
Internal control over major programs:
Material weakness(es) identified? No

Significant deficiency(ies) identified that
were not considered to be material weaknesses? No

Type ot auditor's report issued on compliance for
Mijor Programs: Unmodified

Any audit findings disclosed that are required to be reported
in accordance with Title 2 U.S. Code of Federal Regulations
(CFR) Part 200.516(a) or Texas Grant Management Standards? No

Identification of major programs:

ALN Number(s) Name of Federal Program or Cluster
14.218 Community Development Block Grant
State N/A. Methodist Healthcare Ministries of South Texas, Inc.
Dollar threshold used to distinguish between Federal/State
Type A and Type B programs: $1,000,000
Auditee qualified as low-risk auditee? Yes
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CITY OF PHARR, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMEER 30, 2025

SECTION | - FINANCIAL STATEMENT FINDINGS

Referance Number

Criteria:

Condition Found:

Cause:

Effect;

Recommandation:

Views of Responsible Officials:

2025-001 Financial Reporting and [nternal Control Deficiencies (Repeat
Finding)

Management is responsible for establishing and maintaining effective
internal controls over financial reporting to ensure that financial statements
are complete, accurate, and prepared in accordance with accounting
principles generally accepted in the United States of America. Such
controls should include timely recording of transactions, proper review and
approval processes, and monitoring of budget-to-actual results.

Deficiencies in internal controls over financial reporting, consistent with the
prior year, continue to exist. The City required a significant number of audit
adjustments to present materially accurate financial staternents.

Specifically:

¢« The internal service fund lacked approximately nine months of
financial activity postings, resulting in incomplete financial information.

« Numerous posting errors were identified across multiple funds.

¢ The General Fund incurred over expenditures, as reflected by
negative budget variances in Exhibit G-1.

s The General Fund reported a significant loss in Exhibit C-3.

» The loss on the sale of a component unit was not recorded,

The deficiencies are attributable to inadequate internal control procedures
over financial reporting, including a lack of timely posting of financial
activity, insufficient review and reconciliation processes, inadequate
monitoring of budget-to-actual results, and weaknesses in identifying and
recording significant or hon-routine transactions.

As a result of these deficiencies, the financial statements were not
materially accurate prior to audit adjustments, there is an increased risk
that material misstatements may not be prevented, or detected and
corrected, on a timely basis, and management relies on the audit process
to identify and correct errors. These conditions indicate a reasonable
possibility of material misstatement and, therefore, constitute a material
weakness in internal control over financial reporting.

We recommend the City strengthen its internal controls over financial
reporting by ensuring all financial activity is recorded fimely and
completely, implementing formal review and reconciliation procedures,
menitoring budgel-to-actual variances on a regular basis, establishing
procedures to identify and properly record significant and non-routine
transactions, and enhancing year-end closing processes to reduce
reliance on audit adjustments.

See management'’s corrective action plan.

SECTION Il - FEDERAL AND STATE AWARD FINDINGS AND QUESTIONED COSTS

NONE
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CITY OF PHARR, TEXAS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 130, 2025

Reference Number: 2024-001
Finding Title: Monthly Account Analysis and Year-End Closing

Status: Not Corrected (Repeated as Finding 2025-01)

Controls over timely financial reporting and year-end closing were not operating effectively. The financial
statements were not closed timely, and the general ledger required numerous audit adjustments and
reclassifications. Key processes, including reconciliations, recording of transactions, and preparation of
schedules, were not performed timely. The City also overspent in certain budgeted functions, resulting in
operating losses.

This finding has not been corrected and continues in the current year, as reflected in Finding 2025-001.
Deficiencies in financial reporting processes, including delays in recarding activity, inadequate review

procedures, and reliance on audit adjustments, remain.

Corrective action has not been fully implemented
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CITY OF PHARR, TEXAS
CORRECTIVE ACTION FLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Corrective Action for Financial Statement Findings

Reference Number 2025-001  Financial Reporting and Internal Control Deficiencies

Corrective Action; Management agrees with the finding and will implement corrective actions to improve
financial reporting processes, including strengthening review procedures, ensuring timely posting of
transactions, and improving oversight of financial activity.

Name of contact person: Jamisen Merrick — Finance Director
Contact: Jamison.merrick@pharr-tx.gov
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CITY OF PHARR, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

FEDERAL GRANTOR/ Federal Pass-Through
PAS5-THROUGH GRANTOR/ ALN Entity Identifying Federal
PROGRAM or CLUSTER TITLE Number Number Expenditures

U.S DEPARTMENT OF JUSTICE
Passed through the Office of thi Gevernar - Criminal Justice Division

Human Trafficking Liaison Grant 16.575 15POVC-23-GG-00468-A55] 45,000
Crime Viclims Linison Grant 16.575 15POVC-23-GG-00468-A55] 89,831
BulletProaf Vest Partnership Program 16.60/ 34,647
Public Safaty Partnership and Community Policing Grants 16.710 15)COPS21GG033EUHPK 308,652
Telal Passed through the Office of the Governor - Criminal lustice Division 478,171

Qther U.S. Department of Justice

Equitable Sharing Program - US Marshal Servica (50) 16.922 1125A1599 67,232
Tatal Other U.S. Department of Justice 67,232
TOTAL U.5. DEPARTMENT OF JUSTICE 545,403

U.5. DEPARTMENT OF HOMELAND SECURITY
Pussed through the Office of the G overnor-Homelond Security Grants Division
Operation Stonegarden Grant Program 97.067 EMW 2023-55-00025 325,566
Tatal Passed through the Office of the Governor-Hemeland Security Grants Diviston 325,566

Passed through the Office of the Governor-Homeland Security Grants Division-Federal Emergency Management Agency

staffing for Adequate Fire and Emergancy Respanse (SAFER} 2018 97.083 EMW-2013-FF-01465 17,672
Total Passed through the Office of the Governor-Homeland Security Grants Division Federal Cmergency Management Agency 17,672
TOTAL U.5. DEPARTMENT OF HOMELAND SECURITY 343,238

U.5. DEPARTMENT OF TRANSPORTATION
Pass through the Texas Department of Transpartation

Highway Planning and Construction 20.205 612,927
5TFP - Cammercial Motor Vehicle (CMV)} 20.600  Z023-PharrPD-5CMV-00043 13,431
STEP - Comprehensive Grant 20.600  2023-PharrP3-5-1YG-00137 14,540
Click it or Ticket 20.616 2023-PharrPD-CIOT-00033 4,145
Total Passed through the Texas Deportment of Transporation 645,041
TOTAL U.5. DEPARTMENT OF TRANSPORTATION 645,042

.5, DEPARTMENT OF TREASURY
Possed through the Texas Division of Fmergency Manogement

Coronavirus Reliel Fund 21.019 /46001875 726,504
Total Passed through the Texas Division of Emergency Mandagement 726,504
TOTAL U.5. DEPARTMENT OF TREASURY 726,504

U.5. ENVIRONMENTAL PROTECTION AGENCY
Pgssed through the Texas Water Development Board

Clean Water Stale Revolving Fund GG.4GR 1,500
Total Passed through the Texas Water Development Board 1,500
TOTAL U.5. ENVIRONMETNAL PROTECTION AGENCY 1,500

U.5 DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Passed through the Texas Department of Agriculture

Community Development Block Grant - CDBG FY 17/18 14,218 B-1B-MC-48-0507 340,146
Community Development Block Grant - CDBG FY 18/19 14218 B-19-MC-48-0507 145,349
Community Revelopment Block Grant - CDBG FY 13/20 14,218 B-20-MC-48-0507 281,744
Community Development Block Grant - CDBG FY 20/21 14.218 B-21 MC 48-0507 249,879
Community Development Block Grant - CDBG FY 21/22 14.218 B-22-MC-48-0507 536,095
Community Development Block Granl - CRBG FY 22/23 14.218 B-23-MC-48-0507 360,174
Community Development Block Grant - COBG 'Y 23/24 14.218 3-24-MC-48-0507 535,845
Community Development Black Grant - CDBG FY 24/25 14.218 B-25-MC-48-0507 373,879
Total Passed through the Texas Departrment of Agriculture 2,824,112
TOTAL U.5. DEPARTMENT OF HOUSINIG AND URBAN DEVELOPMENT 2,824,112

L.5. DEPARTMENT OF AGRICULTURE
Direct Program

Urban & Community Foresry Program (Inflation Reduction Act) 10.664 C-24-188 = i65,791
TOTAL U.5. DEPARTMENT OF AGRICULTURE 365,791
TOTAL EXPENDITURES OF FEDERAL AWARDS 5 5,451,589

_ i
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CITY OF PHARR, TEXAS
SCHEDULE OF EXPENDITURES OF STATE AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

STATE GRANTOR/ Pass-Through
PASS-THROUGH GRANTOR/ Entity identifying State
PROGRAM or CLUSTER TITLE Number Expenditures
TEXAS OFFICE OF THE GOVERNOR
Passed through Office of the Gaverner - Homeland Security Gront Division
BD-Operation Lone Star Grant F;rugrarn 2024-BD-5T-0001 152,526
BF-Border Zone Fire Department (BZFD) 2025-BF-5T-0001 82,500
BL-Lecal Border Security Program (LBSP) 2025-BL-5T-0016 189,985
Tolol Passed through Office of the Governor - Humeland Security Grant Division 425,012
Passed through Office of the Attorney Genergl-Grants Division
Victim Corrdinator & Liaisen Grant - (VCLG) C-00039 47,667
Total Pussed through Office of the Attorney General - Grants Division 47,667
Passed through Office of the Attorney General-Criminal lustice Divisian -
BG-Rifle Resistant Body Armaor Grant Program (BAGP) 2025-BG-51-0025 21,025
Total Passed through Qffice af the Attorney General - Criminal Justice Division 21,025
TOTAL TEXAS OFFICE OF THE GOVERNOR 493,703
TEXAS DEPARTMENT OF STATE HEALTH SERVICES
Direct Program
Alzhaimer's Disease and Related Dementlas HHS001445500001 108,915
TOTAL TEXAS DEPARTMENT STATE HEALTH SERVICES 108,915
TEXAS DEPARTMENT OF MOTOR VEHICLES
Pass through Texas Hometand Security State Administrative Agency
south Texas Auto Theft Enfarcement Task Forca N/A 2 67,816
TOTAL TEXAS DEPARTMENT OF MOTOR VEHCILES 67,816
METHODIST HEALTHCARE MINISTRIES
Direct Program
Methodist Healthcare Ministries Grant N/A 5 557,067
TOTAL METHODIST HEALTHCARE MINISTRIES 557,067
TOTAL EXPENDITURES OF STATE AWARDS 5 1,227,501
TOTAL FEDERAL AND STATE AWARDS 5 6,679,090
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CITY OF PHARR, TEXAS
NOTES TO THE SCHEDULE OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Basis of Presentation:

The accompanying Schedule of Expenditures of Federal and State Awards (Schedule) presents the activity of all
the federal and state award activity of the City of Pharr, Texas, under programs of the federal government and the
State of Texas for the year ended September 30, 2025. The information in this Schedule is presented in accordance
with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance) and the Texas Grant Management
Standards. The City's reporting entity is defined in Note |.B. to the City's basic financial statements, All federal
and State awards received directly from Federal and State agencies and federal and state awards passed through
state agencies are included on the Schedule. Because the Schedule presents only a selected portion of the
operations of the City, it is not intended to and does not present the financial position or changes in net position
of City of Pharr, Texas.

Summary of Significant Accounting Policies:

The federal and state grant funds were accounted for in the Grant Fund, a governmental fund type, and in an
enterprise fund. The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. The governmental fund types are accounted for using a current financial resources
measurement focus. With the governmental fund type measurement focus, only current assets and current
liabilities generally are included on the balance sheet. Operating statements of these funds present increases (i.e.,
revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current
assets.

The maodified accrual basis of accounting is used for the governmental fund types. This basis of accounting
recognizes revenues in the accounting period in which they become susceptible to accrual, i.e., both measureable
and available, and expenditures in the accounting period in which the fund liability is incurred, if measureable,
except for certain compensated absences and claims and judgments, which are recognized when the obligations
are expected to be liquidated with expendable available financial resources.

Enterprise funds are used to account for those operations that are financed and operated in a manner similar to
private business or where the governing body has decided that the determination of revenues earned, costs
incurred, and/or net income is necessary for management accountability. Enterprise funds are accounted for on
the flow of ecanamic resources measurement focus and use the accrual basis of accounting. Under this method,
revenues are recorded when earned and expenses are recorded at the time liabilities are incurred.

Federal and State grant funds are generally considered earned to the extent of expenditures made under the
provisions of the grant, and accordingly, when such funds are received, they are recorded as deferred revenues
until earned.

Indirect Cost Rate:
The City has elected not to use the 10% de minimis indirect cost rate as allowed under the Uniform Guidance.

Relationship to Federal Financial Status Reports:
Amounts reparted on the Schedule may not agree with the amounts reported in the related Federal financial
status reports filed with grantor agencies, because of the effect of accruals made in the Schedule.





