
CITY OF FDCO[JCH, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010

NOTE F. INTER-FUND RECEIVABLE AND PAYABLE

Individual inter-fund receivable and payable balances at September 30, 2010 were:

Interfund Interfund
Receivable Payable

General Fund

Special Revenue Fund $ 57,207 $ 344,657

Debt Service Fund 155,160 105,190

Water and Sewer Fund 34,615 -

Agency Fund 9,714 -

Water and Sewer I&S Fund 100 -
Water and Sewer Improvement Fund 100 -

Agency Fund
General Fund - 9,714

Water and Sewer Fund 11,058

Total 267,954 4 59,561

Special Revenue Fund
General Fund 344,657 57,207

Debt Service
General Fund 105,190 155,160

Water and Sewer Fund
General Fund - 34,615

Agency Fund - 11,058

Water and Sew erI&S Fund
General Fund - 100

Water and Sewer Improvement Fund
General Fund - 100

Total - 45,873

Total All Funds $ 717,801 $ 717,801
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CITY OF EDC(}UCH, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010

NOTE G. LONG-TERM DEBT

Long-Term Debt consisted of the following at September 30, 2010:

2010 2009

Note payable to First National Bank of Edinburg,
Texas; due in monthly installments of $4,565.47
including interest at 9°/a until maturity on December

1, 2018; collateralized by franchise taxes and ad
valoreum taxes; original amountwas $450,000,

dated December 31, 2003. $ 323,522 $ 347,970

Note payable to First National Bank of Edinburg,
Texas; due i n monthly installments of approximately
$6,545.32 incl uding interest at 7% until maturity on

September 26, 2010; the original amount was
$354,389,81; collateralized by franchise taxes and
ad valorem taxes; Refinanced on January 26, 2010; note
#1026022185 matures on January 26, 2011. 399,505 350,875

Note payable to FirstNational Bank of Edinburg,
Texas; due in monthly installments of approximately
$2,089.72 including interest at 9% until maturity on

April 14, 2010; collateralized by franchise taxes and
ad,valorem taxes; original amount was $ 129,884.63
on April 14, 2006; refinanced on December 2009.

- 83,075

723,027 781,920

Less Current Portion of Long-Term Debt 78,543 61,556

Non-Current Liability Due In More Than 1 Year $ 644,484 $ 720,364

Maturities of long-term debt are as follows:
Year ended September 30,

Note Bond
Payable Payable Total
Interest Principal Payments Balance

Beginning Balance $ 723,027

2011 $ 54,342 $ 78,988 $ 133,329 644,039

2012 48,056 85,273 133,329 558,766

2013 41,262 92,067 133,329 466,699

2014 33,918 99,412 133,330 367,287

2015 25,978 107,352 133,329 259,936

Thereafter 31,956 259,935 291,892 -

Total $ 235,512 $ 723,027 $ 958,539 $ -
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CITY OF EDCOUCH, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010

NOTE H. PROPRIETARY FUND CHANGES IN LONG-TERM DEBT

The following is a summary of bonded and other debt transactions of the City for the year beginning
October 1, 2009 and ended September 30, 2010. $3,202 should be reserved in the Water and Sewer
Funds to service the revenue bonds. Current maturities are $6,000 annually.

Proprietary Fund Long-Tenn Debt as of September 30, 2010 are as follows:

Original Principal
Descrintio Amount Balance

Junior Lien Receivable Bonds 1982 $ 200,000 $ 105,000

N ote Bond
Payable Payable Total
Interest Principal Payments B alance

Beginning Balance $ 105,000
2011 $ 5,250 $ 6,000 $ 11,250 99.000
2012 4,950 6,000 10,950 93,000
2013 4,650 6,000 10,650 87,000
2014 4,350 6,000 10,350 81,000
2015 4,050 6,000 10,050 75,000

Thereafter 26,650 75,000 101,650 -

Total $ 49,900 $ 105,000 $ 154,900 $ -

The bonds, payable to the United States Department of Agriculture, Rural Economic and Community
Development Service Agency, are due over a forty (40) year period, which commenced on March 30,
1983. The interest rate is 5%. The bonds are payable in 40 annual payments of principal and interest.

The lease commitments are on a year-to-year basis as follows:

Caterpillar
Financial
Services

Subsequent Lease Requirements: Capital Lease

2011 $ 19,023
2012 8,400
2013

Thereafter
Total $ 27,423

Copier
Machines

GE Capital

Operating Lease

$ 3,259
3,259
3,259
3,259

$ 13,036
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CITY OF EDCOUCH, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010

NOTE J.

NOTE K.

NOTE L.

LITIGATION

There are no pending lawsuits in which the City is involved. The City Attorney estimates that the
potential claims against the City not covered by insurance resulting from any litigation would not
materially affect the financial statements of the City at September 30, 2010.

DEFERRED REVENUE

Deferred revenues at September 30, 2010 are composed of the following in the Funds Statements:

2010 2009

General Fund .
Taxes Receivable (Net of allowance/refunds) $ 223,777 $ 204,417

Debt Service Fund
Taxes Receivable (Net of allowance/refunds) 83,252 79,524

Total Deferred Revenues $ 307,029 $ 283,941

RISK MANAGEMENT

The City is exposed to various uncertainties for losses related to intentional and unintentional torts;
theft of, damage to and destruction of real and personal property; errors-and-omissions; catastrophes;
medical and dental claims by employees; employee illnesses and injuries and pollution claims for
which the City carries commercial insurance coverage. There have been no significant reductions in
insurance coverage from the previous year. No negotiated settlements or jury awards have exceeded

policy limits in any of the past three years.

City management is not aware of any pending or alleged claims that could exceed the policy limits of

the present insurance coverage.
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CITY OF EDCOUCH, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010

NOTE M. SEGMENT INFORMATION FOR ENTERPRISE FUND

Generally accepted accounting principles require disclosure, as part of the Combined Statements-
Overview, of certain information concerning individual funds including segment information for the
Enterprise Funds.

The City maintains one Enterprise Fund which provides water and sewer services to the City of
Edcouch. Selected segment information for the year ended September 30, 2010 is as follows:

Water and Sewer Fund

2010 2009

Operating Revenues $ 899,879 $ 924,925

Operating Expenses (777,891) (794,665)
Depreciation (39,533) (37,351)

Operating Income (Net) 82,455 92,909
Net Non-Operating Revenues
and Expenses
Contributions 10,320 170,159

Change in Net Assets 92,775 263,068
Beginning Net Assets 3,598,068 3,467,149
Prior year adjustment (289,105)
Beginning Net Assets as restated 3,598,068 3,178,044
Ending Net Assets 3,690,843 3,441,1 12

Condensed Cash Flow

Net Cash Provided (Used) by:
Operating Activities $ 154,153 S 309,321

Capital and Related F inancing
Activities ( 111,045) (199,271)

Beginning Cash 320,546 210,496
Prior year adjustment - -
Beginning Cash as restated 32{},546 210,496
Ending Cash $ 363,654 S 320,546
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CITY OF EDCOUCH, TEXAS
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010

NOTE N PRIOR PERIOD ADJUSTMENT-PROPRIETARY FUND

The equity of the Proprietary fund was decreased due to a provision for uncollectibte accounts in the
utility system.

There was also an adjustment for a State of Texas Assessment of $87,500 for prior year deficiencies in
the City's Water and Sewer system, the balance at 9/30/09 was $87,500.

Water and Sewer Fund

2010 2009

Net Assets Unrestricted - Beginning of year $ 3,598,068 $ 3,467,149

Prior period adjustments
Reduction for Overstatement of

Contributions in 2008 136,400

Provision for Uncol lectible Utility

account receivable - 65,205

State of Texas Assessment - 87,500

Total Prior period adjustment • - 289,105

Net Assets, beginning of year as restated 3,441,1 12 3,175,044
and Expenses

Change in Net Assets 92,775 263,068

Ending Net Assets $ 3,533,887 $ 3,441,112

NOTE O. SUBSEQUENT EVENTS
The City of Edcouch,-Texas has evaluated subsequent events though July 23, 2011, the date which the
financial statements were available to be issued.
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FIDUCIARY (AGE, NCY) FUNDS



CITY OF EDCOUCH, TEXAS
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

NON-MAJOR AGENCY FUND
SEPTEMBER 30, 2010

Assets
Cash and cash investments
Due from other governments

Total Assets

Liabilities
Accounts payable
Due to others

Total Liabilities

Payroll Agency Fund

2010 2009

S 31,645 $ 6,747

$ 31,645 $ 6,747

31,645 6,747

31,645 6,747

Net Assets
Unrestricted, Undesignated

Total Liabilities and Net Assets $ 31,645 $ 6,747
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CITY OF EDCOUCx, TEXAS
STATEMENT OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES

NON-MAJOR AGENCY FUNDS
FOR TI'-IE YEAR ENDED SEPTEMBER 30, 2010

Payroll Agency Fund
Assets

Cash and cash equivalents
Due from others

Total Assets

Liabilities
Accounts payable
Due to Others

Total liabilities

Balance Balance
10/1109 Additions Deductions 9/30/10

$ 6,746 $ 572,217 $ 547,318 $ 31,645

$ 6,746 $ 572,217 5 547,318 $ 31,645

$ -
6,746

$ 6,746

$ -
547,318

$ 547,318

$ - $ -
572,217 31,645

$ 572,217 $ 31,645
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SPECIAL RE VENUE FUNDS

Special revenue funds are used to account for the proceeds of specific revenues sources (other than for
Major capital projects) that are legally restricted to expenditure for specified purposes.



CITY OF EDCOUCH, TEXAS
COMPARATIVE BALANCE SHEETS

SPECIAL REVENUE FUNDS
SEPTEMBER 30, 2010

Assets

Cash and cash investments
Accounts receivable-taxes

Due from other fund
Due from other governments

Total Assets

Liabilities

Accounts payable

Due to other funds
Due to other governments
Deferred revenues - taxes

Total Liabilities

Net Assets

Unrestricted, Undesignated

Total Net Assets and Liabilities

4A Sales 413 Sales Urban

Tax Tax County

Fund Fund Fund 2010 2009

$ 11,533 $ 19,922 $ - S 31,455 S 57,226

175,483 169,174 - 344,657 207,120

187,016 189,096 - 376,112 264,346

27,553 29,653 - 57,206 30,000

27,553 29,653 - ^ 57,206 30,000

159,463 159,443 - 318,906 234,346

'$ 187,016 $189,096 $ - $ 376,112 $ 264,346
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CITY OF EDCOUCH, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
SPECIAL REVENUE FUNDS

SEPTEMBER 30, 2010

4A Sales 4I3 Sales Urban
Tax Tax County
Fund Fund Fund 2010 2009

Revenues

Taxes $ 42,280 $ 42,280 S - $ 84,560 $ 91,030
Intergovernmental - - 52,356 52,356 170,159
Miscellanous - - -

Total Revenues 42,280 42,280 52,356 136,916 261,189

Expenditures
Administration - - 1,950 1,950 1,892
Street Impr. - - 40,211 40,211 -

Water and Sewer Project - - 2,153 2,153 157,654
Contributions - 8,042 8,042 10,613

Principal - - -
Interest

Captial outlay - - - _
Total Expenditures - - 52,356 52,356 170,159

Excess (Deficiency) of Revenues
Over Expenditures 42,280 42,280 ^ 84,560 91,030

Other Financing Sources (Uses)
Operating transfers-in - -
Operating transfers-out

Total Other Financing Sources (Uses) - _ - _

Excess (Deficiency) of Revenues
and Other Financing Sources
Over Expenditures and Other Uses 42,280 42,280 - 84,560 91,030

Fund Balance, October 1, 117,183 117,164 - 234,347 143,316

Fund Balance, September 30, $ 159,463 $ 159,444 $ - $ 318,907 $ 234,346

33



SCHEDULE OF CAPITAL INVESTMENT ACCOUNT GROUP

This account group is established to account for the fixed assets, depreciation, and
related long term debt of the City exclusive of those relating to Enterprise Fund
operations. Expenditure transactions to acquire general capital assets occur in the
General and Capital Projects Funds.



CITY OF EDCOUCH, TEXAS
SCHEDULE OF CAPITAL INVESTMENT ASSET GROUP-BY SOURCES

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2010

General Capital Assets:
$ 375,048Land

Buildings 610,765

Improvements Other Than Buildings:

Street Improvements 3,022,134

EquipinentlVehicles:
Equipment 979,108

Construction in Progress 10,082 4,997,137

Total General Fixed Assets $ 4,997,137

Investments in Capital Assets:
Capital Projects-Grants/Bonds $ 4,997,137

Total Investments in Capital Assets $ 4,997,137
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CITY OF EDCC?UCH, TEXAS
SCHEDULE OF CHANGES IN CAPITAL INVESTMENT ASSET GROUP- BY SOURCES

SEPTEMBER 30, 2010

General Capital Assets:
Land
Buildings

Improvements Other Than Buildings
Furniture, Fixtures & Equipment/Vehicles
Construction in Progress

Total General Capital Assets

Investments in Capital Assets From:.
Capital Projects Funds- Grants/Bonds - General Fund

October 1, Additions September 30,
2009 Deletions 2010

$ 375,048 $ - ; 375,048
610,765 610,765

2,979,770 42,364 3,022,134
894,495 84,613 979,108

10,082 10,082

S 4,860,078 $ 137,059 $ 4,997,137

$ 4,860,078 $ 137,059 $ 4,997,137
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Fiscal

Year

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

CITY OF EDCOUCH, TEXAS
GENERAL GOVERNMENTAL EXPENDITURES BY FUNCTION

LAST TEN FISCAL YEARS

General

Government Public Safetyr__---

$ -

Highways and
Streets Sanitation

$ - $

172,0g2 116,464

61,183 152,714

97,073 141,050

110,115 163,647

129,104 212,973

^ -
^ _ -

225,568 257,639

376,112 276,511

407,631 197,077

298,393 209,358

279,084 359,513

* Data not available to prepare schedule.

36



Urban and Economic Culture and
Development Recreation Debt Service

$ $ $

64,642 3,241 92,735
- 8,246 106,978

- 37,176 186,511
16,625 132,694
17,684 126,505

Total

$ -

932,371
981,744

1,066,518
930,832

1,124,863
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CITY OF EDCOUCH, TEXAS
GENERAL GOVERNMENTAL REVENUES BY SOURCE

LAST TEN FISCAL YEARS

Fiscal Licenses Inter-

Year Taxes and Permits governmental

2001 $ ° $ - $ -
2002 * _ - -
2003 * - - -
2004 * - - -

2005 * - - -

2006 570,205 9,356 66,215

2007 616,131 69,083 12,588

2008 717,680 74,151 23,973

2009 633,520 6,668 28,981

2010 642,544 5,202 273,468

* Data not available to prepare schedule.
** Includes Sanitation income of $216,600

Charges for
Services Fines Miscellaneous Total

$ - $ - $ - $ -

260,092 27,260 4,639 937,767

231,805 32,420 5,256 967,283

235,718 59,796 43,293 1,154,611

348,596 9,160 13,166 1,040,091

318,889 4,736 46,518 1,291,357
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CITY OF EDC(?tTCH, TEXAS
SCHEDULE OF GENERAL FUND AND DEBT SERVICE TAXES RECEIVABLE

SEPTEMBER 30, 2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

2000

1999

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

1987

1986

1985 & Prior

Less Allowance for

Uncollectibe

Total Taxes net of

for Doubtful

Total Taxes

.p lJ,O'tJ

59,743
42,033
36,033

25,324

24,437

19,359

17,384

16,337

15,590

13,639

11,690

9,919

4,752

3,977

3,455

2,839

2,071

2,606

1,805

566

1,907

0

391,311

36,700

$ 354,611

General Fund
Tax Receivable

Percent Amount
68.36% $ 51,848
65.00% 38,833
70.05% 29,444
72.06% 25,965

77.80% 19,702
71.92% 17,575

72.02% 13,942

72.00% 12,516

72.54% 11,851

76.40% 11,911
72.54% 9,894

72.17% 8,437
70.08% 6,951
71.33% 3,390
75.78% 3,014
74.96% 2,590
64.56% 1,833
78.27% 1,621

100.00% 2,606
100.00% 1,805
100.00% 566
I00.00°/n 1,907

100.00% -

100.00% -

"100.00% -

278,200

27,300

$ 250,900

Debt Service
Tax Receivable

Percent Amount
31.64% $ 23,997
35.00% . 20,910
29.95% 12,589
27.94% 10,068

22.20% 5,622

28.08% 6,862
27.98% 5,417

28.00% 4,868
27.46% 4,486
23.60% 3,679
27.46% 3,745
27.83% 3,253

29.92% 2,968

28.67% 1,362

24.22% 963
25.04% 865
35.44% 1,006
21.73% 450

113,111

9,400

$ 103,711
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CITY OF EDCOUCH, TEXAS
SCHEDULE OF GENERAL FUND AND DEBT SERVICE TAXES COLLECTIONS

SEPTEMBER 30, 2010

Total General Fund Taxes Debt Service Taxes

Collections Percent Amount Percent Amount

2009 $ 326,724 68.36% $ 223,349 31.64% $ 103,375

2008 19,778 65.00% 12,206 35.00% 6,572

2007 6506 70A5% 4,658 29.95% 1,992

2006
,

3,905 72.06% 2,814 27.94% 1,091

2005 2,739 77.80% 2,131 22.20% 608

2004 2,954 71.92% 2,125 28.08% 829

2003 2,003 72.02% 1,443 27.98% 560

2002 1,233 72,00% 888 28.00% 345

2001 570 72.54% 413 27.46% 157

2000 505 76.40% 386 23.60% 119

1999 370 72.54% 268 27.46% 102

1998 402 72.17% 290 27.83% 112

1997 267 70.08% 187 29.92% 80

1996 287 71.33% 205 28.67% 82

1995 212 75.78% 161 24.22%0 51

1994 158 74.96% 118 25.04% 40

1993 126 64.56% 81 35.44% 45

1992 48 78.27% 38 21.73% 10

1991 109 100.00% 109 r

1990 149 100.00% 149 - -

1989 129 100.00% 129 ° -

1988 134 100.00% 134 - -

1987 & Prior - 100.00% - " -

Adjustments
$ 368,452 $ 252,281 $ 116,171
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CITY OF EDCOUCH, TEXAS

PRINCIPAL TAXPAYERS
SEPTEMBER 30, 2010

Percentage of
Assessed Total Assessed

Taxpayer Type of Property Valuation Valuation

Southwestern Bell Telephone Telephone $ 841,860 14 . 15%
AEP Texas Central Co. Electrical 687,790 11.56%
HVM Edcouch II LTD. Commercial 673,573 11.32%
HVM Edcouch III LTD. Commercial 629,733 10.59%
Southwest Grain Company Industrial 591,385 9.94%
National Farm Workers Service Center, Inc. Non Profit 561,287 9.44%
Hess-Turner Inc. Commercial 543,158 9.13%
Evening Shade Corporation Commercial 518,140 8.71%
Twe Advance Newhouse Prtnshp Commercial 457,440 7.69%
Torres, Socorro Commercial 444,030 7.46%

Total. 5,948,396 100.00%

Note: Total Assessed Value of Property $41,645,202.
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CITY OF EDCOUCH, TEXAS
COMPUTATION OF LEGAL DEBT MARGIN

SEPTEMBER 30, 2010

Assessed Value (1)

Legal debt margin:
Debt limitation - 10 percent of assessed value (2)

Debt applicable to limitation:

Bonded debt:
City of Edcouch *

Less: amounts available for repayment of general obligation bonds

Legal debt margin

723,027
29,988

(1) FY 2007 Real Estate Assessed Vaulation ( 1326 properties)

(2) In 1955, the State Legislature inacted the 10% debt limit rate for School Districts in Texas and

has subsequently been used by municipalities as a general rule in computing debt nzargin.

* General Obligation Refunding Bond, Series 2003 $450,000 - Bond Balance @ 9/30/10

$ 44,026,233

4,402,623

(753,015)

$ 3,649,608
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CITY OF EDCOUCH, TEXAS
SCHEDULE OF ANNUAL

DEBT SERVICE REQUIREMENTS UNTIL MATURITY

SEPTEMBER 30, 2010

Year of Payment

2011

2012

2013

2014

2015

2016

2017

2018

2019 & Thereafter

GOVERNMENTAL FUND DEBT

Principal
Requirements

$ 78,988
85,273
92,067
99,412

107,352
115,935
69,521
50,117
24,362

S 723,027

Interest
Requirements

S 54,342
48,056
41,262
33,918
25,978
17,393
9,292
4,671

600

$ 235,512

Total Annual Debt
Requirements

S 133,330
133,329
133,329
133,330
133,330
133,328
78,813
54,788
24,962

$ 958,539

I'ROPRIE TARY FUND BONDED DEBT

Year

of
Payment

Beginning Balance

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

Total

Note
Payable
Interest

^ 5,250
4,950
4,650
4,350
4,050
3,750
3,450
3,150
2,850
2,550
2,250
1,950
1,650
1,350
1,050
750
450
I50

$ 48,600

Bond
Payable

Principal

S 6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
3,000

$ 105,000
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Balance

^ 105,000
99,000
93,000
87,000
81,000
75,000
69,000
63,000
57,000
51,000
45,000
39,000
33,000
27,000
21,000
15,000
9,000
3,000
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CITY OF EDCOUCH, TEXAS

SCHEDULE OF ACTUARIAL LIABILITIES AND FUNDING PROGRE SS

I
SEPTEMBER 30, 2010

Actuarial Valuation Date

Actuarial Value of Assets

Actuarial Accrued Liability

Unfunded Actuarial Accrued Liability

Funded Ratio

Total Members Covered

Annual Required Contributions (ARC)

Percentage of ARC Contributed

8/31/2008 8/31/2006
$40,869,476 $42,268,305

53,098,860 58,082,828

12,229,3 84 15, 814, 523

77.00% 72.80%

8,061 8,061

2,675,982 2,753,035

100% 100%

8/31/2004
$38,140,501

51,567,426

13,426,925

74.00%

7,994

3,206,300

50%
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CITY OF EDCOUCH, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS

FOR THE YEAR ENDED SEPTEMBER 30, 2010

Federal Financial Assistance

Federal Grantor: U.S. Department of Housing and Urban Development (Urban County)

Pass through Grantor: County of Hidalgo, Texas

CDFA Number: 14.218

NOTE: County of Hidalgo, Texas reports expenditures for the program. For information purposes only, the City of
Edcouch, Texas expended $52,356 for the year of the Urban County Funding.

Grantor/ Pass-Through Grantor Federal
Program Title CFDA

Federal Financial Assistance

U.S. Department of Housing and Urban Development

Pass-through Texas Department of Rural Affairs
CDBG Disaster Recovery Non-Entitlement Grant

U.S. Department of Defense
Pass-through the State of Texas, Health and Human

Services Commission
Lower Rio Grande Valley Development Council

Social Services Block Grants

Total Federal Financial Assistance

State Financial Assistance

Pass-through Lower Rio Grande Development Council
Criminal Justice Division

Justice Assistance Grant

Total State Financial Assistance

Total Federal and State Financial Assistance

Pass-Through Program
Early Identifying Award

Number Amount
Federal

Expenditures

14.218 $ 450,534 $ 20,402

45

150,052 148,298

$ 600,586 $ 168,700

SU-09
A10-22284-01 $ 66,179 $ 62,732

$ 66,179 $ 62,732

$ 666,765 $ 231,432



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



GARCIA & 1'ENA
Certified Public Accountants

P. O. Box 8032
301 West 4th

Weslaco, Texas 78599
956-969-1433 • Fax 956-968-1467 + 956-421-4601

Honorable Mayor and Members
Of the City Commission

Edcouch, Texas 78538

Manuel B. Garcia, CPA
Jaime X. Pena, CPA

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units information of the City of Edcouch, Texas as
of and for the year ended September 30, 2010, which collectively comprise the City of Edcouch, Texas basic
financial statements and have issued our report thereon dated July 23 2011.

Our report was qualified because we were unable to obtain sufficient and appropriate audit evidence
regarding property inventory for capital assets including general infrastructure improvements for General
Capital Assets and the Proprietary Fund Capital Assets. Generally accepted accounting principles of the
United States of America require that those general infrastructure assets be capitalized and depreciated,
which would increase the assets, net assets, and the Governmental Activities. The amount by which this
departure would affect the assets, net assets, and expenses of the Governmental Activities is not reasonably
determinable. We were not provided with sufficient audit documentation to confirm the value of the capital
assets.

Except as discussed in the preceding paragraph, we conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered the City of Edcouch, Texas' internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the put-pose of expressing an opinion on the effectiveness of
the City of Edcouch, Texas' internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the City of Edcouch, Texas' internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A. control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the City of Edcouch, Texas' ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the City of Edcouch, Texas' financial statements that is more
than inconsequential will not be prevented or detected by the City of Edcouch, Texas' internal control. We
consider the deficiencies described in the accompanying Schedule of Findings and Responses to be
significant deficiencies in internal control over financial reporting as items 08-1, 08-2, 08-4, 08-5 and 08-6.
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Honorable Mayor and Members
Of the City Commission

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be detected

by the City of Edcouch Texas' internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control

that might be significant deficiencies and, accordingly, would not necessarily disclose all significant

deficiencies that are also considered to be material weaknesses. However, we believe the following

significant deficiencies 08-1,08-5 and 08-6 described above are material weaknesses.

Compliance and Other Matters
As part of obtaining reasonable assurance whether the City of Edcouch, Texas' financial statements are free
of material misstatement, we perforined tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the

determination of financial statement amounts. However, providing an opinion on compliance with those

provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of non-compliance or other matters that are required to be reported

under Government Auditing Standards and which are described in the accompanying Schedule of Findings

and Responses.

The City of Edcouch, Texas' response to the findings identified in our audit is described in the

accompanying schedule of findings and responses. We did not audit the City of Edcouch, Texas' response

and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of audit committee, management and federal and
state awarding agencies and pass-through agencies and is not intended to be and should not be used by

anyone other than these specified parties.

.

Garcia & Pena, CPAs
Certified Public Accountants

July 23, 2011
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CITY OF EDCOUCH, TEXAS
PRIOR YEAR SCHEDULE OF FINDINGS AND RESPONSES

SEPTEMBER 30, 2010

PROGRAM DESCRIPTION

Reference Number 09-1 Accounting Records
Criteria: GASB (Governmental Accounting Standards Board) is the entity charged with

establishing standards for GAAP (generally accepted accounting standards) for
governmental accounting and financial reporting. GASB issues GASB Statements
No. 34 establishes standards for reporting and accounting for governmental entities.
Governmental entities use fund accounting and also report on a government wide
basis the financial position and activities of the entity. Fund accounting segregates
an entity's assets, liabilities, and net assets into separate accounting entities based
on legal restrictions, donor-imposed restrictions, or special regulations. Fund
accounting requires a complete set of accounting records for each fund which
includes: General Fund, Water & Sewer Fund, Debt Service Fund, Industrial
Development Fund, the Economic Development Funds, (EDC 4A and EDC 4B) and
the agency fund (Payroll Fund.) Each fund should have a complete general ledger
that includes proper cash receipts, cash disbursements, and a general journal. These
journals should then have a detail description of transactions, i.e. date of check or
deposit, check number, vendor/customer name, and amount of check or deposit.

Condition Found: The City maintains a general ledger for the General Fund and the Water and Sewer
Fund. It does not have a general ledger for the Debt Service Fund, the Special
Revenue Funds (Economic Development Corporations 4A and 4B, the Urban
County Grant Fund), and the agency (payroll) fund. The cash accounts, receivables,
due to/from accounts, liability, and equity accounts for the various governmental
funds are maintained in the general fund. This practice makes it difficult for
accounting and reporting for each individual fund. The water and sewer fund are
accounted for separately. Fund accounting has not been established for the water &
sewer Interest & Sinking Fund and the water & sewer Improvement Fund.

Context: Previous administrations did not establish a formal monthly accounting process.

Effect: The City is not in full compliance with GASB reporting and accounting
requirements. The City is unable to maximize its efficiency for monthly account
expenditure and budget analysis.

Cause: The City has not prioritized establishing a complete fund accounting system for
recording and reporting daily transactions as required by generally accepted
accounting principals and GASB Statements.

Recommendation: We recommend that the City implement a complete fund accounting system and
implement policy and procedures over its accounting and reporting functions. Such
an approach would detail all the critical steps in recording transactions, preparing
necessary schedules,. We further recommend that the City establish a target date to
complete the year-end closing, possibly sixty days subsequent to year-end. Strict
adherence to this schedule should be required since this will allow for timely
preparation of year-end financial statements. Ad-valorem taxes for the Debt Service
Fund should be deposited in the Debt Service Fund Cash account and disbursements
for long term debt should be made from the debt service fund cash account. Sales
tax for the economic development funds 4A and 4B should be transferred or
deposited in the respective special funds (EDC 4A and EDC 4B). Amounts due to
other funds should be paid to the other funds.
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CITY OF EDCOUCH, TEXAS
PRIOR YEAR SCHEDULE OF FINDINGS AND RESPONSES

SEPTEMBER 3U, 2010

PROGRAM DESCRIPTION

Corrective Action Plan: The City is currently posting transactions into accounting software on a daily

basis. We have established daily summaries of cash receipts. We will be

implementing separate accounting funds with general ledgers for the various

funds.

Reference Number: 09-2 Public Funds Investment Act

Criteria: The Public Fund Investment act mandates that the investment officer attend an
investment training session not less than once in a two year period and received not
less than 10 hours of instruction relating to investment responsibilities under the Act
within 12 months after taking office or assuming duties. The Act also requires that
the board perform annual reviews of the investment policy and strategy.

Condition Found: We noted that the investment officer did not attend at least ten hours of continuing
education training within two years. No documentation was maintained to
demonstrate that the board performed an annual review of the investment policies

and strategy.

Context: Previous Secretary did not obtain Public Funds Investment Act training.

Effect: The City is not in full compliance with the Public Funds Investment Act.

Cause: Oversight was due to change in City Administration.

Recommendation: We recommend that the City's investment officer attend the required hours to be in
compliance with the Act and that review and approval of the City's investment
policy and strategies be documented in the City Commission minutes annually.

Corrective Action Plan: Investment officers will attend the investment training sessions and the
investment policies will be submitted for City Commission review in a regular
scheduled commission meeting.

Reference Number: 09-3 Expenditures in Excess of BudLret Appropriations

Criteria: State law requires governmental entities to adopt annual budgets. The budgets

estimate the amount of revenues and expenditures for the community. Ad-valorem
tax rates adopted are based on the budgets adopted by the Board of Aldermen. The
City should monitor expenditures to ensure that sufficient funds are available as per
the approved annual budget and related amendments.

Condition Pound: As indicated in the notes to the City's financial statements, we noted instances in
which the City's budget had been exceeded.

Context: Limited control over expenditure categories.

Effect: The City exceeded the budget in some of the expense categories.

Cause: The City does not compare expenditures to the approved budget on a routine basis
to ensure expenditures do not exceed budget.
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CITY OF EDCOUCH, TEXAS
PRIOR YEAR SCHEDULE OF FINDINGS AND RESPONSES

SEPTEMBER 30, 2010

PROGRAM DESCRIPTION

Recommendation: Budget versus actual comparisons should be made on a monthly basis, and control
over expenditures should include a review of available budget amounts prior to
approval of expenditures.

Corrective Action Plan: Expenditures will be reviewed and compared to available budget amounts.

Reference Number: 09-4 Internal Control

Criteria: A good system of internal control provides for proper segregation of the accounting
functions and internal written procedures for these fiinctions.

Condition Found: The City Secretary performs most of the duties, except the actual collections of cash
receipts and the billing function for utilities, taxes, and municipal court.

The City Secretary reviews daily cash collections for all receipts. She posts or
records cash receipts to the general ledger. She also prepares all disbursements
along with reconciling the bank accounts.

Context: Very little segregation of duties.

Effect: Duties of these functions. need to be segregated to minimize errors or fraud.
Without proper segregation of duties, errors within the financial records or fa-aud
could go undetected.

Cause: In a small organization it is not possible to have well trained personnel to properly
segregate some of the duties. In these circumstances it may be necessary to have a
member of the City Commission or hire an outside person to break some of the
internal cycles.

Recommendation: We recommend that management review the current assignment of accounting
functions. Where possible, duties should be segregated to reduce these risks.

The City Secretary should review daily cash summaries, with copies of the actual
cash deposits prepared for the bank. The individuals collecting cash receipts should
count their cash receipts individually and then work together to prepare the daily
summary and bank deposit. At this time the City Secretary should also review cash
collections posted to the utility system, to tie-in cash receipts.

If the City Secretary is the only one posting transactions to the general ledger, then
another individual should compare the deposits and checks in the bank statements to
the general ledger, cash receipts, and cash disbursement journal prior to the City
Secretary preparing the bank reconciliation. Disbursement approval should also
have a counter approval from a city commissioner, even if it's after the fact in case
the City Secretary is not available on a daily basis. If at all possible the City should
hire a qualified accountant to assist the City Secretary.

To the extent cost effective, duties should be segregated and management should
attempt to negotiate this weakness by supervision and renew procedures.
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CITY OF EDCOUCkI, TEXAS
PRIOR YEAR SCHEDULE OF FINDINGS AND RESPONSES

SEPTEMBER 30, Z010

PROGRAM DESCRIPTION

Corrective Action Plan: The City has established formal policies and procedures for its accounting
functions. The City will continue to monitor its daily transactions closely.

Reference Number: 09-5 Controls over Financial ReDortin2

Criteria: The Auditing Standards Board recently issued guidance to auditors related to

entity's internal controls over financial reporting. Many small organizations rely on
their auditor to generate the annual financial statements including footnotes. SAS
No. 112 emphasizes that the auditor cannot be part of your system of internal

control over financial reporting.

Condition Found: In our judgment, the City's accounting personnel and those charged with
governance, in the course of their assigned duties, lack the capable skills to prepare
the financial statements and related footnotes in accordance with generally accepted
accounting principles and detect and correct a material misstatement, if present.

Context: The auditor prepared the financial statements.

Effect: Material misstatements in financial statements could go undetected.

Cause: The City's lack of resources available to management.

Recommendation: In our judgment, due to the lack of resources available to management to correct
this material weakness in financial reporting, we recommend management mitigate
this weakness by having a heightened awareness of all transactions being reported.

Corrective Action Plan: The City is under new administration, which will develop and implement a
formal policy and procedure over its audit preparation.

Reference Number: 09-6 Capital Assets

Criteria: Generally accepted accounting principles of the United States of America require
that general infrastructure assets of the Governmental and Proprietary Funds be

capitalized and depreciated.

Condition Found: The City has an incomplete set of records for the General Capital Assets and the
Proprietary Fund Capital Assets. The City did not provide sufficient audit

documentation to confirm the value of the capital assets.

Recommendation: We recommend the City begin recording capital assets from the figures in the audit
for the year ended September 30, 2001, which although not complete, is a good

beginning base. From these figures, the City can begin adding capital assets for
those purchased since 2001 and deleting capital assets that no longer belong to the
City or are no longer in service. From insurance records and consulting with City
engineers, the City should be able to properly structure a set of records. The records
should include a complete description of the capital asset, serial numbers,
construction contract numbers, date purchased, date donated to the City, if donated,
the cost of the constructed capital assets, including the cost of engineering,
consultant, architect, fees, and the source of funding. The City can follow the State
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CITY OF EDCOUCH, TEXAS
PRIOR YEAR SCHEDULE OF FINDINGS AND RESPONSES

SEPTEMBER 30, 2010

PROGRAM DESCRIPTION

of Texas plan which indicates various minimum amounts for recording capital
assets including infrastructure.

Corrective Action Plan: The City will begin working toward gathering information to complete the
recording of capital assets as recommended and required for Cities by the
Governmental Accounting Standards Board (GASB.)
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INDEPENDENT AUDITOR'S REPORT

Mayor and
Members of the City Council
City of Edcouch, Texas
201 Southern Street
Edcouch , Texas 78538

Manuel B. Gueia, CPA
Jaime X. Pctla. CPA

We have audited the accompanying financial statements of the governmental activities, the

business-type activities, and each major fund of the City of Edcouch, Texas, as of and for the year
ended September 30, 2011 which collectively comprise the City's basic financial statements as
listed in the Table of Contents. These financial statements are the responsibility of the
management of the City of Eticouch, Texas. Otir responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted In the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatenlent. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statements presentation. We believe that our audit

provides a reasonable basis for our opinion.

The City of Edcouch, Texas has not established a proper control ledger (cr.apital investments
account group) for its' general capital assets, depreciation, and long-term debt and for its
Enterprise Fund property and equipment. Prior to September 30, 2006, the City's financial

records had not been audited since 2001. We were unable to determine the historical cost and
related accumulated depreciation of the City's general capital assets and the Enterprise funds at
October 1, 2005 and subsequent years.

In our opinion, except for the effects of the matter discussed in the preceding paragraph on the
,funds financial statements, and the government-wide financial statements, the financial
statements referred to above present fairly, in all material respects, the financial position of the
City of Edcouch, Texas at September 30, 2011, and the changes in financial position and the
budgetary comparison for the general fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.
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Honorable Mayor
and Members of the City Commission
Page 2

in accordance with Government Auditing Standards, we have also issued our report dated May
15, 2012, an our consideration of the City of Edcouch, Texas, internal control over financial
reporting and on our tests of its compliance with certain provision of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is 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 internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The management's discussion and analysis is not a required part of the basic financial statements
but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and do
not express an opinion oil the management's discussion and analysis.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City's basic financial statements taken as a wl7ole. The accompanying
Schedule of Expenditures of Federal and State Awards and the accompanying financial
information listed as supplementary schedules in the Table of Contents are presented for purposes
of additional analysis. These supplementary schedules are not a required part of the financial
statements taken as a whole.

Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, are fairly presented in all material respects in relation to
the financial statements taken as a whole.

6
Garcia & Pena
Certified Public Accountants

-> ^

June $, 2012



MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the City of Bdcouch, Texas, we offer readers of the City's financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended September

30, 2011. We encourage readers to consider the information presented here in conjunction with
additional information that we have furnished in our letter of transmittal.

Financial Highlights

* The City's combined assets firom governmental and business-type activities exceeded its
liabilities at the close of the most recent fiscal year by over $8 million (net assets). The net assets

have a balance of $8,351,605.

• The City's total net assets increased by $977,057; of which 38 percent of the increase is
attributable to governmental activities and 62 percent to business-type activities.

• As of the close of the current fiscal year, the City's governmental funds reported combined

ending deficit fund balances of $156,054.

• At the end of the current fiscal year, the general fund had a deficit unreserved fund balance of

$526,973.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial

statements. The City's basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

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

business.

The statement of net assets presents information on all of the City's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets are one
indicator of whether the financial position of the City is improving or deteriorating.

The statement of net assets presents information on all of the City's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets are one
indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City's net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in ruture fiscal periods (e.g.,

uncollected taxes).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other function that are
indebted to recover all or a significant portion of their costs through user fees and charges (business-type

activities). The governmental activities of the City include general government, public safety, highways
and streets, sanitation, drainage, health and welfare, culture and recreation, and urban and economic
development. The business-type activities of the City include the water and sewer fund activities.



The government-wide financial statements includes the City itself (known as the primary government).

The government-wide financial statements can be found on pages I and 2 of this report.

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

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

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental 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 multiple individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general fund. The general fund is the only major governmental fund.
Data from the other governmental funds are combined into a single, aggregated presentation. Individual
fund data for each of these non-major governmental funds is provided elsewhere in this report.

The City adopts an annual appropriated budget for its governmental funds with the exception of grant
funded special revenue Rinds and capital projects funds, if any.

The basic governmental fund financial statements can be found on pages 3 through 1 I of this report.

Proprietary funds. The City maintains one type of proprietary fund. The enterprise fund is used to
report the same function presented as business-type activities in the government-wide financial
statements. The City uses one enterprise fund to account for the water and sewer services provided for
residents.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The enterprise funds are presented in a single, aggregated presentation in the proprietary
fund financial statements. Individual fund data for the enterprise fund is provided in this report, pages 8
through 10.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statements because
the resources of those funds are not available to support the City's own programs. The accounting used
for fiduciary funds is much like that used for proprietary funds.

d



The basic fiduciary (agency) fund financial statements can be found on pages 31 and 32 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a lull
understanding of the data provided in the govemment wide and fund financial statements. The notes to
the financial statements can be found on pages 12 through 30 of this report.

Other information, In addition to the basic financial statements and accompanying notes, this report
also presents a statistical section, which begins on page 36 through 44 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's -financial position.
In the case of the City, assets exceeded liabilities by over $8.8 million at the close of the most recent

fiscal year.

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

At the end of the current fiscal year, the City is able to report positive balances in the investment in
capital asset and in the unrestricted net assets.

There was an increase of $564,979 in net assets reported in connection with the City's business-type
activities. This was an increase in net assets from the prior year. The increase was due to decreased
operating costs and-the obtaining of a capital grant for $441,296 for water and se-wer improvernents.

The City had revenues of $1,397,844 and expenses of $1,422,186 in governmental fltnds. Revenues for
the Water and Sewer fund were $1,341,329 of which $900,103 are operating revenues and $441,329 are
grants, compared with $740,680 in operating and interest expenses.

Governmental activities. Governmental activities increased the City's net assets by 412,078.

Financial Analysis of the City's Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance related

legal requirements.

Governmental funds. The focus of t1he City's governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
City's financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government's net resources available for spending at the end of the fiscal year.

The general fund is the chief operating fund of the City. At the end of the current fiscal year, the
unreserved fund balance of the general fund had a deficit balance of ($526,973) and the special revenue
fund had $404,748. The debt service fiind had a fund balance deficit of ($33,829).



Proprietary funds. Since the City has only one proprietary fund, the Water and Sewer I'und, an
individual financial statement is presented to provide more detail information for the statement of
revenues, expenses and changes in net assets.

Unrestricted net assets of the water and sewer fund at the end of the year amounted to a.net assets of
$4,094,329. By far the largest portion of the City's net assets reflects its investment in capital assets
(e.g., land, building, machinery, and equipment); less any related debt used to acquire those assets that are
still outstanding. The City uses these capital assets to provide water and sewer service to citizens.
Although the City's investment in its capital assets is reported net of related debt, it should be noted that
the resources .needed to repay this debt come from revenues generated from the sale of water and
providing sewer collection services.

General Fund Budgetary Highlights

The original budget was not amended during the year. Expenses were held to those budgeted.

Capital Asset and Debt Administration

Capital Assets. The City's additional investment in capital assets for its governmental and business-type
activities as of September 30, 2011, amounts to $765,987.

Long-Term Debt. At the end of the current fiscal year, the City had total debt outstanding of $648,763.
These are notes payable.

State statutes limit the amount of general obligation debt that the City may issue to 10% of its total
assessed valuation ($45,924,579). The City's general obligation debt maximum is $3,977,524, compared
to the City's debt of $648,763.

Additional information on the City's debt service can be found in the notes to the financial statements.

Economic Factors and- Next Year's Budget and Rate

The following factors were considered in preparing the City's budget for the 2010-2011 fiscal year:

The ad- volorem property tax rate was set at $ 0.8842 to generate the revenues necessary for the
operation of the City. The City is relying on the increase of the tax base to increase revenues.
This tax rate should generate $406,065 compared to $376,072; an increase of 7.79% over the
previous year.

This financial report is designed to provide a general overview of the City's finances for all those
interested. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Office of the City Administrator, 211 Southern Street,
Edcouch, Texas 78539.
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CITY OF EDCOUCII, TEXAS
GE)YERNME NT-WIDE STATEMENT OF NET ASSETS

SEPTEMBER 30, 2011

Assets
Cash and cash investments

Receivables
Taxes (net of allowance for un collectibles)
Accounts receivable-(net of allowance for

uncollectibles)
Accounts receivable-other
Franchise fees

Due from. other governments
internal balances
Restricted assets

Cash and cash investments

Capital Assets
Land
Buildings and improvements
Street and park improvements
Vehicles and equipment
Tractors and heavy equipment
Fire department equipment
Furniture and equipment
Infrastructure - Water & Sewer

Construction-in-progress
Accumulated depreciation

Total Assets

Governmental Business-type

Activities Activities Total

^ 179,328 S 287,867 S 467.195

323,002 323,002

111,739 111,739

69,915 69,915

18,070 18,070

145,959 185,901 331,860

69,205 (69,205) -

139,600 139,600

375,048 346,533 721,581

610,765 3,794,787 4,405,552

3,022,134 3,022,134

562,103 59,695 621,798

394,037 94,792 488,829
126,591 126,591

18,131 5,156 23,287
408,423 408,423

141,656 255,698 397,354
(1,123,013) (1,123,013)

S 6,055,944 S 4,497,973 S 10,553,917

Liabilities
Accounts payable
Accrued liabilities

Due to others
Due to State of Texas
Non-current liabilities

Due within 1 year
Due in more than 1 year

Total Liabilities

Net Assets
Invested in capital assets, net of related debt

Restricted for:
Debt Service
General Fund
Special Revenue Funds

Unrestricted
Total Net Assets
Total Liabilities and Net Assets

$ 386,238 S 29,801 $ 416,045
12,871 12,871

258,070 213,450 471,520

12,263 33,450 45,713

85,273 14,400 99,673

563,490 93,000 656,490

1,305,334 396,978 1,702,312

5,247,465 3,836,911 9,084,376

(33,829) (33,829)

(867,774) (867,774)
404,748 404,748

264,084 264,084

4,750,610 4,100,995 8,851,605
$ 6,055,944 $ 4,497,973 S 10,553,917

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